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“the current payment system 
doesn't reward preventive care ..to 

help patients manage chronic 
disease.”

David Bronson, MD,
President of the American College of Physicians
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Advantage For Physicians
• Up to $147 Automatic “Give Back” Choice of

Social Security Medicare Charge 
• the best value in the insurance market for patients
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Recovering Value From The Old Ways

The most important elements of the old way are being 
preserved 4



HMO Advantages Over Fee For Service
• Fee for service is piecework. 

no retainer.
• risk based care has 

retainer from all three silos of funding, Medicare 
Parts A,B&D =    retainer. 
• and eventually allocation at risk yields surplus of 

the net.
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Medicare Part A Medicare Part B Medicare Part D
Fee For Service
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tiny% to 
PCPs

Drugs
Specialists

Hospitals



Mr. R.B. HCC is3.097=$/month
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Drugs 
Part 

D$5,490.0

Hospitals 
Part 

A$22,717.6

Specialists
Part B



Best For…
• Cost effective minded participants
• Patients  with economic needs 
• Not for people who 

need wish to preserve choices in care 
source

• Care source choice is reduced by 
“rollups” creating monopoly in 
vulnerable specialties

• Not part of commercial ins.
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Medicare Advantage
• For the frugal even if affluent
• For the poor whose income 

level qualifies for Medicare +               
Medicaid coverage

• Provides these groups with 
good relaxed doctors
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Practice allocation may be responsible for 

up to 100% of the expenses short term.

However CMS regulation 42 C.F.R  Ch

IV (10-1-08Edition) # 422.208 
stipulates “to protect the interests of the 

affiliated Practice the financial responsibility 

can be no greater than twenty five percent 

(25%) of the total annual primary care 

funding”
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Intermediaries Should Be Paid For… 
• The letter of credit they carry
• The advertising they do
• The support staff they provide
• the paperwork they perform
• Possibly billing
• Possibly advice on billable diseases

? A set expense,.
• varies from 2.5% to 10% of gross allocation.

MSO, Medical service organization, also wants a portion of 
the surplus  of the net the physician earns. 

• Advise new doctor entries:
• comparison shop IPAs and HMOs
• Haggle
• Stand firm.
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Exhibit A
• “ Quality of Care Compensation fund criteria from one IPA
• XYZmedical group
• Quality of Care Metrics
• 1 Encounter data submitted monthly with diagnosis coding at the highest specificity
• 2 Provision of medical coverage 24 hours a day, seven days a week
• 3 Emergent appointments available immediately
• 4 Urgent appointments within 24 hours
• 5 Symptomatic appointments available within (7) calendar days
• 6 Hospital follow up visits within 3-7 days
• 7 Full cooperation and compliance with Health Plan’s Disease Management Programs
• 8 Provision of flu shots to high risk health plan members
• 9 Full participation and cooperation when Affiliated Provider is contracted by PCA’s Health 

Service Manager for the purpose of managing and coordinating patient hospital admission, 
referrals and care management

• 10 Affiliate Provider maintains a HEDIS score in excess of 3.5 with the respective health plan for 
the benefit plan year

• The method of determination of subtracting the 10% surplus from any of the ten metrics is to be 
determined , but shall include a committee of XYZ executives and a physicians group comprised 
of XYZ affiliates membership, also to be determined

• *Each of these Quality of Care Metrics will be weighted at ten percent (10%) each”



Intermediaries ie IPAs
Disadvantages in my experience
take too much surplus.
may saddle you with the entire deficit.
First MSO kept noncost effective providers.
Second MSO committed conversion. And skimmed.
Third MSO lured with 100% surplus offer only to sell to 4th..
Fourth MSO ignores 42 C.F.R. ch IV # 422.208
Fifth MSO presented false contracts to the HMO

• Frauds by Wellcare and Universal HMOs
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Months
Membership Counts

OCTOBER 2012
127

YTD 2012
1,336

Gross Funding Subtotal $127,165 $1,349,746

Expense Total ($102,061) ($1,058.910)

Total Gross Margin
-----------------------------------
1/2013 to 6/2013 Gross 

$25,104
-------------------------

$290,836
--------------------------

YTD To June $208 558
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Patient C.W. Progress Notes
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Membership Premium - Four Patients
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HCC Funding Total
Patient PTAB PRTD PRTA PRTB PRTD
1  C.W. 8.172 1.568 3,241 2,929 132 $6,303
2 1.988 .995 768 679 102 $1,550
3 .336 .803 192 170 92 $455

1.437 .764 572 517 103 $1,192
4 .472 .677 239 212 86 $538

1.174 .663 481 435 97 $1,014



Patient C.W. Claims Report
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DRG Amount Paid

ICU POST ICU
SUBENDOCARDIAL INFARCT

$10,070



Patient C.W. Medications Payments 
2012
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Medication Price
Clonidine $5.00
Pravastatin $7
Symbicort $187



Patient C.W. Claims Report
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Treatment Price
Radiation Therapy $108



Patient C.W. Potential MRA Claims
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Medicare Risk Adjustment (MRA)
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HCC Scores
Current
CMS

Prospective STAR

8.172 7.435
Part AB Funding

Current CMS Prospective 
STAR

8.172 7.435
Patient CW

Status: 13 Approved, 1 Suspected
HCC CODE: 14 Listed
CONDITION: 14 Listed



HCC and MRA
• HCC  Hierarchical Condition Category

Combination HCCs = MRA
Medical Risk Adjustment 

The MRA = $ dollar/ month
• $s change as HCC changes  

22



Power of HMOs

• The negotiating and 
buying power of larger 
volumes
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Re-insurance 

• cost affiliates up to 9% of the gross. 
• Reinsurance protects against year-long costs over  

$30,000 in one IPA, $75,000 in another IPA 

• Reinsurance exists  to enable 
care of the very ill without undue 
fiscal danger to the affiliates.
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MSO Terms Are Negotiable
• Administration fees 
• duration of reserve buildup, 
• split of surplus, deficit & stoploss

premium,
• noncompete clause, 
• metrics of quality care 
• . Federal code only rules on surplus
• Remember you may be paying 100% of the deficit no matter what your split of the surplus .
• Although the federal rule limiting liability to 25% of cumulative annual deficit is the final 

protection:
• Short term, deficits have to made up 100% to reach a position of collecting surplus. 
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Owen Linder MD FACP
(727) 726-4721 Office
mli3724603@aol.com
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