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Breakfast, 
Networking & 
Registration

8:30-9:30



Value-Based Strategies

May 20, 2019

Oakland, CA
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Today’s agenda

8:30am Breakfast, Networking & Registration

9:30am Addressing Cost Through 2020 & Beyond

10:15am The Medical Home Network Experience

11:45am Lunch

12:30pm
Mapping Cost Drivers and

Identifying Cost Savings Opportunities

1:30pm Kern Medical: Cost of Care Update

2:00pm Cost Containment After 2020

3:00pm Adjourn
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• Materials on SNI Link/Value Based Strategies

• Evaluations!!

• Restrooms

• Wifi

• See Abby at front desk

• Parking validation

• Reimbursement form

Logistics

PACKET RESOURCES 

https://safetynetinstitute.org/member-portal/programs/valuebasedstrategies/
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Addressing Cost Through 
2020 & Beyond

Giovanna Giuliani

Executive Director

California Health Care Safety Net Institute (SNI)

Rich Rubinstein

Vice President & General Counsel

California Association of Public Hospitals and Health Systems (CAPH)
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• DPH method of self-financing  cost growth

• Changes to cost-based reimbursement

• 30-40% of costs tied to FFS

• Opportunity to increase revenue

• Potential incentive program to bring in revenue & build capacity 
to address cost

• Timing is right

• Moving waiver into managed care and evaluating all payment 
streams

• State wants control over costs – CHA working on it but PHS 
can get in front of that work

Why are we here?
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Even if PHS core revenues grow at a similar pace as our costs, 
the overall size of our uncompensated costs would still continue 
to grow at that same trend

• Medi-Cal costs trend at 4% 

• Medi-Cal revenues (from all programs) trend at the same rate

• Over a five year period, PHS would see an increase (17% in this 
example) in uncompensated costs, worth hundreds of millions of 
dollars

Why are we here?

$m Year 1 Year 2 Year 3 Year 4 Year 5

1. Costs 10,000 10,400 10,816 11,249 11,699

2. Revenues 9,000 9,360 9,734 10,124 10,529

3. Shortfalls (1,000) (1,040) (1,082) (1,125) (1,170)
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If base or supplemental revenues fall behind cost growth by even 
a small amount, shortfalls grow rapidly

• Medi-Cal costs trend at 4% 

• Medi-Cal revenues (from all programs) trend at 3%

• Shortfalls that increase by 50% over just 4 years

Why are we here?

$m, net Year 1 Year 2 Year 3 Year 4 Year 5

1. Costs 10,000 10,400 10,816 11,249 11,699

2. Base payments 2,500 2,575 2,652 2,732 2,814

5. Payment-to-cost ratio 90% 89% 88% 87% 87%

6. Shortfalls (1,000) (1,130) (1,268) (1,414) (1,569)
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5 years trending costs and revenues 
at 4.5% annually (2017 base year)

5 years trending costs at 5.5%
revenues at 4.5%,
(2017 base year)

Costs Revenues Shortfalls Costs Revenues Shortfalls

15,353.3 13,839.9 (1,513.4) 16,102.1 13,839.9 (2,262.2)

Why are we here?
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Early internal discussions touched on the following ideas…

• High-level program structure

• Tied to overall goal of cost containment

• System measured against self, with improvement over time

• Potentially measured against index/benchmark as well 

• Milestone payments dependent on achievement of interim 
measures or completion of certain types of activities

• Identifying cost driver domains, activities

• Earn more funding over time

• Study to compare publics vs. privates

Cost Containment
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Cost Containment Framework

Price

Utilization

Total 
Cost
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Components of Price

Waste

• Contract 
rationalization 

• Redundancy of 
service lines, 
facilities, supplies or 
equipment

Unit cost of 
supplies

• Pharmacy

• Devices

• Group purchasing

Productivity

• Visit volume

• OR throughput

Labor

• In-house vs. 
contracted services

• Staffing ratios 
(clinical and 
administrative)

Partnerships

• Strategic 
partnerships with 
other systems, 
providers

• Centers of 
excellence

Innovation and 
Investment

• EHRs, IT, leading 
edge care (eg, 
robotics)

• System 
transformation 
efforts
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Components of Utilization

Avoidable utilization

• Avoidable admissions, 
readmissions, ED visits

• Length of stay, extended 
inpatient stays (transitions 
to step-down care)

• Palliative and end-of-life 
care

Level and location 
of care

• Use of lower-cost venues 
(ie, virtual care, OP surgery 
centers) in place of higher 
cost venues (eg, specialty 
care visit, IP surgery)

• Primary care - specialty 
care collaboration and 
referral management 

Variations in care

• Expected clinical 
practices/standard of care 
for routine care (such as 
diabetes management) and 
high-cost services (such as 
imaging)
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The Medical Home 
Network Experience

Art Jones, MD

Chief Medical Officer, Medical Home Network

Principal, Health Management Associates

Chuck Weis

Principal, Health Management Associates



MHN’s APPROACH TO TRANSITIONS OF CARE

Licensed TOC 
Care Managers 
(CMs) are 
assigned to 
specific facilities 
eliminating 
redundancy in 
visits

Key 

Conversations 

with the patient to 

understand root 

causes for 

admission and to  

address barriers 

so the patient can 

assume 

management of 

their own care.

TOC CMs 
engage 
simultaneously 
with the hospital 
care team, 
medical home, 
and planned post 
acute providers 

Warm handoffs 

at each 

transition until  

patient returns 

back to the 

community 

where the 

Primary Care, 

Care Manager 

reassumes 

responsibility

Claims Data

Real-Time Connect 

Alerts & 

Communication

Analytics

AI/ Machine 

Learning

Conversations

Warm 

Handoffs

Hospital 

Relationships

Patient 

Engagement
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Medical Home Network
Integrating Safety Net Providers to 
Successfully Pursue Value-based 
Payment

Art Jones, MD, CMO MHN, Principal HMA
Chuck Weiss, Principal, HMA                               
March 20, 2019



• Medical Home Network (MHN) was founded 

in 2009 by the Comer Family Foundation with 

the vision to transform healthcare delivery for 

the Medicaid population of Greater Chicago.

• MHN ACO, LLC established in 2014, in 

partnership with MHN 

–Wholly provider-owned entity

–High performing multi-organizational 

ACO 

–9 FQHCs and 3 Hospital systems

–Unique egalitarian governance model 

• Cook County Health and Hospital System 

(CCHHS) creates CountyCare in 2014

• CCHHS and MHN partner to create MoreCare

(MAPD, ISNP and CSNP) that will begin 

enrollment 1/1/2020

Medical Home Network: Enhances Patient Care, Drives Value & Improves Outcomes

MHN Membership

Medicaid

Members
ACO % of Total

ACA 22,245 19%

FHP 87,586 75%

ICP 6,569 6%

Total 116,400 100%

MHN ACO CountyCare Members, June  2018
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Total CountyCare population: ~314,000 patients
As of 2.11.19
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Medical Home Network: Organizational Success Traditional Competitors as Collaborators
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Regional 
Partnership

Comer Family 
Foundation 
Funding

Informal 
collaboration

Not for Profit 
Corporation

2 Year IL 
Medicaid Pilot

6 FQHCs and 6 
hospital systems
including 
CCHHS

ACO, LLC

Formed ACO to 
support clinical & 

financial integration

Contracted with 
CountyCare created 

by CCHHS

2009-2011 2014-Present2012-2013
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MHN Impact on Cost, Outcomes and Engagement

The difference in cost of care for MHN versus other Medicaid

patients in IL is 3.5% in Year 1 and 5% in Year 2

Total Cost of Care – State Medicaid Pilot
6 FQHCs and 6 Health Systems including CCHHS

-6%

-5%

-4%

-3%

-2%

-1%

0%

Year 0 Year 1 Year 2

Difference is MHN risk adjusted cohort vs Non-MHN risk 
adjusted cohort percent change in cost of care
Source: Findings of the MHN HFS Care Coordination Pilot for 
the Illinois Health Connect population

5% LOWER COST
(risk adjusted)

External 
Network

MHN

Medical Home Network | ©2019 All Rights Reserved | Proprietary & Confidential 19



3 funding streams:

1. Delegated Care 

Management Fees

2. Shared Savings

3. Pay for 

Performance

Funding Model 

Care 

Management

Shared 

Savings to 

Shared Risk

• Upfront Delegated     

CM Fees (Monthly)

• Used to fund CM 

Staffing and 

Infrastructure

• Complex Care and 

Transplant Included

• 50/50 sharing of 

savings between 

ACO and Plan

• Transitioned to 

Shared Risk after 3 

years

• Stop-loss for high 

dollar cases from 

Plan

• Key Measures 

Associated with 

Plan Withhold or 

Quality Goals

Pay for 

Performance

CountyCare
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Medical Home Network: Reducing Cost & Utilization

MHN outperforms the external health plan network

on cost and utilization metrics

The Takeaway 

Medical Home Network |©2019  All Rights Reserved | Proprietary & Confidential

MHN achieved shared savings of $36.8M+

Claims Cost ACA FHP ICP

Inpatient Facility -13% -53% -7%

Outpatient Facility -13% -7% 3%

Professional -7% -4% -4%

Medical Total -11% -28% -4%

Total Cost* -9% -19% 10%

 

Utilization ACA FHP ICP

ER/1000 -13% -10% -12%

PCP Visits/1000 10% 7% 1%

Admits/1000 -18% -38% 4%

Days/1000 -17% -45% 7%

MHN ACO vs Health Plan Network 

Risk Adjusted Utilization % Difference

MHN ACO vs Health Plan Network 

Risk Adjusted Cost % Difference

*Includes Medical, Rx, Ancillary, and Care Management Expenses

ACA = Affordable Care Act (Medicaid expansion population)

FHP = Family Health Plan (families with dependent children)

ICP = Integrated Health Plan (adults with disabilities)

July 2016 – June 2017 Incurred Claims

Paid Through January 2019



Medical Home Network: Drives Delivery Transformation Through Key Approaches

Organizational 

Structure

Practice

Transformation

Workforce

Development

Care 

Management

& Analytics

Communication 

& Connectivity

Patient 

Engagement

Value-based 

Payment

A scalable and replicable approach to population health & value based care 

MHN GOAL:  MHN aimed to create sustainable value for patients and providers through a model of care that responded to a full view of patient health and social risk.

OUR INTERVENTION: MHN integrates seven key care management elements into a unified program operable across multiple stakeholder partners.

THE OUTCOME:               MHN has created a sustainable and scalable value-based care model, currently in operation for 120,000 Medicaid patients. 

The program has achieved better health outcomes, reduced costs, and improved patient-reported health; out-performing other Medicaid programs.
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Complex Care

CountyCare

Practice-level Care Management

• Builds on established patient relationships

• Requires structure and oversight

• Drives shared incentives and alignment

Centralized Care Management

• Challenged engaging patients

• Challenged engaging PCPs

• Limited access to EMR data

$

CCHHS & 

External Network

Medical Homes Medical HomesRush

Practice-Level vs. Centralized Care Management

Care Management Funding Care Management Funding

Care Management & 

Coordination

$$
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MHN ACO Governance Structure, Subcommittees & Current Workgroups

M
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N
 A

C
O
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M
a

n
a

g
e

rs

Clinical Committee

eConsult and Specialty 
Referrals Subcommittee

Behavioral Health Initiatives  
Workgroup

Transitions of Care 
Workgroup

ED Utilization Workgroup

Complex Care Management 
Subcommittee

Finance Committee

Audit Committee

Compliance Subcommittee

Network Management Committee
Membership Growth and Retention 

Workgroup

Quality Improvement 
Subcommittee
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Clinical Subcommittee Approach to Planning

Charge Overview

• Monitor utilization across the ACO

• Establish a standing set of reports and metrics across the ACO and at the level of the 
medical home

• Complete literature reviews to identify best practices and to inform the identification of 
metrics and benchmarks/goals

• Analyze results

• Identify trends across the ACO

• Identify opportunities for improvement such as:

• Formulate/present findings and recommendations to Clinical Committee 

• ACO overall and specific medical homes

• Response to trends/opportunities for improvement 
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High risk, chronic illness
with psychosocial barriers 

to adherence to care 
plans

Low risk chronic illness

Healthy 

Super

Utilizers

Inefficient Utilizers, 

with significant 

psychosocial risk 

factors

Focusing exclusively
on High Cost Utilizers doesn’t 
prevent them in the first place*

*Denver Health Health Affairs, 34, no.8 (2015):1312-1319

Rising Risk

MHN: Identify Rising Risk Through Addressable Medical, Behavioral & Social Factors
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MHN: Predictive Value of the HRA Screening for Social Determinants of Health 

Table 2.1 Member, Cost, and Utilization by Risk Level – Medicaid Expansion 

HRA Risk Profile Member Count % Members Total ER Visits / 1000
Inpatient Admits / 

1000
Medical + Rx Cost 

PMPM Relative Cost

Low 1,606 21% 415.3 56.66 $217.1 100%

Low-CHW 4,181 54% 620.2 96.39 $349.4 161%

Medium by Social 
Factors 663 9% 742.1 143.29 $423.3 195%

Medium by 
Utilization 320 4% 1,856.3 281.25 $479.9 221%

High by Social Factors 127 2% 834.6 125.98 $404.7 186%

High by Utilization 865 11% 1,653.2 679.77 $821.4 378%

Total 7,762 100% 757.8 165.29 $387.2 178%

• Note: This analysis includes ACA adults who were continuously enrolled for twelve months post Health Risk Assessment (7,762 observations) and their associated claims cost during that period.
• Jones A, et al., Predictive Value of Screening for Addressable Social Risk Factors. J Community Med Public Health Care 2017, 4: 030. 

Medical Home Network | ©2019 All Rights Reserved | Proprietary & Confidential
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PCP

Patient
BHCC/Care

Manager

Consulting 
Psychiatric 

Provider

Other Behavioral 
Health Clinicians

Core
Program

Additional Clinic
Resources

Outside
Resources

Substance Treatment, Vocational 
Rehabilitation, CMHC, 

Other Community Resources

eConsult

Behavioral Health Use Case: Leveraging eConsult to Improve Upon the Collaborative Care Model

• Supports PCPs in depression at the primary care level

• Practices can use eConsult to speak with Psychiatrist to escalate a case

• Promotes the train-the-trainer model

Medical Home Network Model
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Medical Home Network Integrates Behavioral Health 
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Medical Home Network: Driving Health Outcomes by Reducing Social Determinants 

The presence of even one 

social risk factor 

dramatically increases a 

patient’s cost & utilization*

MHN OUTCOME  37.4% reduction in total social risk factors impacting health

The Impact of Social Risk

Evaluation criteria: Most recent HRAs for ACO members with 12+ months continuous enrollment and minimum of 2 HRAs at least 30 days apart.

*Source: Jones A, et al., J Community Med Public Health Care 2017, 4: 030

Medical Home Network | ©2019 All Rights Reserved | Proprietary & Confidential

Social Risk Factor Reduction of High Risk and Medium Risk Adults in Care Management
3,315 members, July 2014 – June 2018

Social Risk Factor Initial HRA 
Latest 

HRA 
% Change

Predictive of Future 

Cost and/or 

Utilization*

Total Social Factors 11,124 6,963 -37.4%

Rates overall health as Fair or Poor 2,019 1,578 -21.8% 

Difficulty making appointments 685 396 -42.2% 

Difficulty getting to appointments or filling prescriptions  1,396 885 -36.6%


Untreated Depression 1,172 511 -56.4%

Untreated Drug/Alcohol Use 304 156 -48.7%


Difficulty securing food, clothing, or housing 1,717 868 -49.4%


Currently homeless or living in a shelter 126 68 -46.0% 

Difficulty paying for meds 1,000 270 -73.0%


Does not feel physically or emotionally safe at home 213 143 -32.9%

Refused Smoking Cessation program 607 226 -62.8%
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Using Data Analytics to Reduce Potentially Avoidable ED Utilization

ACO PCP Utilization Per 1,000 vs. ED Utilization Per 1,000 ACA Population

Medical Home ED Utilization PCP Utilization

Clinic F 720 4607

Clinic L 442 4528

Clinic D 658 4178

Clinic E 801 4138

Clinic H 650 3967

Clinic I 669 3917

Clinic B 941 3906

Clinic G 924 3871

Clinic A 408 3372

Clinic C 790 3058

Clinic J 853 2771

ACO Overall 751 3880

Data Source: Paid Claims 
March 2016 – May 2017

Highest 
PCP 
utilization

Lowest PCP 
utilization

Red = above ACO average
Green = below ACO 
average
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Using Data Analytics to Reduce Potentially Avoidable ED Utilization

PCP Engagement: % patients with ONE or more PCP visits in last year vs. ED utilization rates

Data Source: Paid Claims 
March 2016 – May 2017
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Using Data Analytics to Reduce Potentially Avoidable ED Utilization

ED Visit Diagnoses % of ED Visits Attributed to Low Acuity Diagnoses

Medical Home
# Low Acuity ED 

Visits % Total ED Visits

Clinic A 771 36.5%

Clinic B 1495 36.0%

Clinic C 2158 29.5%

Clinic D 1259 32.1%

Clinic L 500 35.9%

Clinic E 3345 35.7%

Clinic F 149 45.3%

Clinic G 1626 30.8%

Clinic H 1641 31.3%

Clinic I 915 36.0%

Clinic J 3081 37.4%

Clinic K 831 35.0%

ACO 18,131 35.8%

Above ACO Average Data Source: Paid Claims 
March 2016 – May 2017
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Using Data Analytics to Reduce Potentially Avoidable ED Utilization

ED Super Utilizers % of ED Utilizers that Qualify as a Super Utilizers

ED Visits Attributed to Super Utilizers
Super ED utilizers (>4 visits) comprise 21-28% of all ED visits across payers: ACO Goal is 

22%

Medical Homes
# ER Visits from 
Super Utilizers

Total ER 
Visits

% Total ED 
Visits Goal

Decrease in # ED Visits 
to Reach 22% Goal

Clinic B 1330 4120 32.3% 22% 424
Clinic H 1596 5198 30.7% 22% 452
Clinic I 690 2422 28.5% 22% 157
Clinic K 585 2054 28.5% 22% 133
Clinic C 1946 7230 26.9% 22% 355
Clinic F 1345 5085 26.5% 22% 226
Clinic G 70 285 24.6% 22% 7
Clinic D 945 3913 24.2% 22% 84
Clinic J 1670 7683 21.7% 22% -
Clinic E 1941 9043 21.5% 22% -
Clinic A 403 2237 18.0% 22% -
Clinic L 228 1380 16.5% 22% -
ACO 12749 50650 25.2% 22% 1606

LaCalle et al. 2010. Frequent users of emergency departments: The myths, the data and the policy implications. Ann Emerg Med. 56:42-48

The Centers for Medicare & Medicaid Services, January 
16, 2014

Data Source: Paid Claims 
March 2016 – May 2017
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Using Data Analytics to Reduce Potentially Avoidable ED UtilizationED utilization rates per 1,000

ED utilization rates vary by clinic across the ACO; even when risk adjusted

Esperanza had the lowest ED utilization rates both risk adjusted and not

PCP utilization rates per 1,000 

In general, the clinics with higher PCP utilization have lower ED utilization

How much PCP utilization is too much?

PCP engagement and it’s association with ED utilization rates

An association is shown with one or more PCP visit and lower ED utilization rates. This is 
not the case with new patient PCP visits within 90 days

Super utilizers

8% of ED patients are super utilizer when literature shows it should be closer to 6%

25% of ED visits are attributed to super utilizers when literature shows it should be closer to 
22%

ED visit diagnoses

Almost 36% of ED visits are attributed to low acuity diagnoses

Overall Findings
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Understanding Complex, High Cost Members 

Behavioral Health Illness Admissions: 1 to 30 Days Pre-admit and Post-admit

Patients with BH admission Admission Cost $ Pre - Post Costs

Pct With* Mean Median Mean Pct With* Mean Median Mean

Total 434 74.7% $1,377 $399 $3,993 83.9% $2,494 $565 -$1,117

1 to 30 Days Pre-Admit Costs 1 to 30 Days Post-Admit Costs

Behavioral Health Illness Admissions: 1 to 90 Days Pre-admit and Post-admit

Behavioral Health Illness Admission: 1 to 180 Days Pre-admit and Post-admit

Patients with BH admission SMI Admission $ Pre - Post Costs

Pct With* Mean Median Mean Pct With* Mean Median Mean

Total 205 95.1% $8,212 $3,436 $3,932 97.1% $11,463 $5,039 -$3,251

1 to 180 Days Pre-Admit Costs 1 to 180 Days Post-Admit Costs

Patients with BH admission SMI Admission $ Pre - Post Costs

Pct With* Mean Median Mean Pct With* Mean Median Mean

Total 304 84.9% $3,628 $1,170 $4,004 92.8% $6,365 $2,489 -$2,737

1 to 90 Days Pre-Admit Costs 1 to 90 Days Post-Admit Costs
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Analyzing by Subgroups

Behavioral Health Illness Admissions: 1 to 30 Days Pre-admit and Post-admit

SMI Admission $ Pre - Post Costs

CDPS_Description Variable Pct With* Mean Median Mean Pct With* Mean Median Mean

Psychiatric High

Number of Patients = 48 Total Cost 87.5% $1,589 $476 $5,330 85.4% $3,118 $629 -$1,529

Psychiatric Medium

Number of Patients = 48 Total Cost 81.3% $1,923 $369 $4,400 77.1% $3,035 $489 -$1,113

Psychiatric Medium-Low

Number of Patients = 147 Total Cost 76.9% $1,101 $431 $4,814 89.1% $1,917 $668 -$816

Psychiatric Low

Number of Patients = 24 Total Cost 75.0% $1,540 $481 $3,290 83.3% $1,692 $393 -$152

Substance Abuse Low

Number of Patients = 128 Total Cost 62.5% $1,317 $209 $2,679 76.6% $2,975 $456 -$1,659

Substance Abuse Very Low

Number of Patients = 39 Total Cost 82.1% $1,588 $669 $3,499 94.9% $2,150 $860 -$562

 

 

1 to 30 Days Pre-Admit Costs 1 to 30 Days Post-Admit Costs
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Analyzing by Service Categories

Behavioral Health Illness Admissions: 1 to 30 Days Pre-Admit and Post-Admit 

SMI Admission $ Pre - Post Costs

CDPS_Description Variable Pct With* Mean Median Mean Pct With* Mean Median Mean

Grand Total Rx - Psych/Sub 30.4% $60 $0 47.5% $69 $0 -$9

Number of Patients = 434 Rx - Other 41.2% $143 $0 52.8% $161 $2 -$18

Ambulatory - Psych/Sub 52.8% $341 $52 61.8% $550 $134 -$209

Ambulatory - Other 53.2% $289 $69 54.8% $288 $47 $1

Med Inpatient - Psych/Sub 5.5% $290 $0 14.3% $888 $0 -$599

Med Inpatient - Other 3.5% $254 $0 3.0% $538 $0 -$284

Total 74.7% $1,377 $399 $3,993 83.9% $2,494 $565 -$1,117

Psychiatric High Rx - Psych/Sub 47.9% $196 $0 68.8% $159 $12 $37

Number of Patients = 48 Rx - Other 50.0% $113 $2 58.3% $105 $5 $8

Ambulatory - Psych/Sub 83.3% $675 $292 70.8% $628 $206 $47

Ambulatory - Other 54.2% $239 $59 60.4% $240 $132 -$1

Med Inpatient - Psych/Sub 8.3% $326 $0 27.1% $1,986 $0 -$1,660

Med Inpatient - Other 2.1% $40 $0 0.0% $0 $0 $40

Total 87.5% $1,589 $476 $5,330 85.4% $3,118 $629 -$1,529

1 to 30 Days Pre-Admit Costs 1 to 30 Days Post-Admit Costs
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Understanding Complex, High-Cost Members 

Interdisciplinary Care Team Case Review

Category SvcDt BillProvName Diag1 DiagDsc1 ProcCd PrcDsc Paid

Med-Inpatient-Psych/Sub 2018-01-02

AAA

MEDICAL CENTER F10230

ALCOHOL DEPENDENCE WITH

WITHDRAWAL, UNCOMPLICATED $2,625.27

Med-Other-Psych/Sub 2018-01-09

BBB

MEDICAL CENTER F259

SCHIZOAFFECTIVE DISORDER,

UNSPECIFIED 99285 EMERGENCY DEPT VISIT $398.58

Med-Inpatient-Psych/Sub 2018-01-10

RUSH UNIVERSITY

BBB F259

SCHIZOAFFECTIVE DISORDER,

UNSPECIFIED $2,140.42

Med-Other-Other 2018-01-16

AAA

MEDICAL CENTER M25571

PAIN IN RIGHT ANKLE AND JOINTS

OF RIGHT FOOT 99283 EMERGENCY DEPT VISIT $131.51

Med-Other-Psych/Sub 2018-01-17 CCC HEALTH SYSTEM R45851 SUICIDAL IDEATIONS 99285 EMERGENCY DEPT VISIT $623.63

Med-Inpatient-Psych/Sub 2018-01-18 DDD HOSPITAL F251

SCHIZOAFFECTIVE DISORDER,

DEPRESSIVE TYPE $3,870.81

Med-Other-Other 2018-01-23

AAA

MEDICAL CENTER M79604 PAIN IN RIGHT LEG 99283 EMERGENCY DEPT VISIT $131.51

Med-Other-Psych/Sub 2018-01-24

EEE

HEALTH SYSTEM F259

SCHIZOAFFECTIVE DISORDER,

UNSPECIFIED 99285 EMERGENCY DEPT VISIT $443.19

Med-Inpatient-Psych/Sub 2018-01-25

EEE

HEALTH SYSTEM F259

SCHIZOAFFECTIVE DISORDER,

UNSPECIFIED $3,960.66

Med-Other-Psych/Sub 2018-01-29 CCC HEALTH SYSTEM R45851 SUICIDAL IDEATIONS 99285 EMERGENCY DEPT VISIT $548.72

Med-Inpatient-Psych/Sub 2018-01-30 FFF HOSPITAL F250

SCHIZOAFFECTIVE DISORDER,

BIPOLAR TYPE $3,147.33

Med-Inpatient-Psych/Sub 2018-02-03 GGG HOSPITAL F10239

ALCOHOL DEPENDENCE WITH

WITHDRAWAL, UNSPECIFIED $1,981.48

Med-Other-Psych/Sub 2018-02-09

HHH HOSPITAL &

MEDICAL CENTER R45851 SUICIDAL IDEATIONS 99285 EMERGENCY DEPT VISIT $244.87
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Other HIE 
or 

Platforms

EHRs

Health Information Network

Data Liquidity 
Layer

29 Connect Hospital  
3 In progress

13 Connected 
Community Resources

800+ PCPs Connected 
300+ PCPs In Training 
47 Different Specialist

324 Connected Medical 
Homes
4 Care Management 
Entities
7 Supergroup IPA’s

MHNConnect: Enabling Connectivity and Intelligent Care Coordination Across the Continuum 
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DISPARATE DATA SOURCES + + + +

Real-Time Hospital Alerts

Actionable, 

Standardized 

Workflows & 

Prioritized Tasks 

for Effective Care 

Management

360o PATIENT VIEW

Care Coordination Exchange & Longitudinal Record

Communication, Collaboration & Coordination

Medical Home Network: Real Time Communication in Context

Medical Claims & Pharmacy

Physical & Behavioral 

Health Care Management

HRA & Social Determinants

Community-Based Services

As patients move through the health care system, MHNConnect is the hub for communication and 
collaboration across all venues and settings—linking care teams to patients, data, and one another

200+
Primary Care Medical Homes

29 Hospitals
15 

BH & Social Service Organizations

1M 
Real-time alerts per year

Medical Home Network | ©2019 All Rights Reserved | Proprietary & Confidential 41



Innovative patient-centered, team-based model of care

Identifying risk through addressable medical, social and 
behavioral barriers to compliance

Virtual connectivity across provider settings

Robust care management and patient engagement
platform with integrated analytics to optimize interventions

Value-based financing and shared incentives

MHN: Driving Effective Care Management and Improving Health Outcomes 

Medical Home Network | ©2019 All Rights Reserved | Proprietary & Confidential
42



Developing trust, 
common purpose 
and accountability

Consensus on a 
model of care 

with a ROI

Advanced 
analytics shared 
in a timely and 

actionable 
manner

Real time 
connectivity across 
the full continuum 

of care

Agreement on 
Value-based 
metrics and 

targets 

Reward structure 
commensurate to 

contribution in 
generating payer-

incentivized 
outcomes 

Keys to Successful Pursuit of Advanced APMs 
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Lunch
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Mapping Cost Drivers & 
Identifying Cost Savings 
Opportunities

Group Activity
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• With your team

• For each component of price and utilization, identify:

• Early progress/successes (PURPLE post-its)

• Opportunities to improve (YELLOW post-its)

• On each post-it write one idea + system name  add to flipchart

• Worksheet in packet (CAPH/SNI will record and share, too)

Group Activity – Team Discussion

Components of Price

Waste

Productivity

Partnerships

Unit Cost of Supplies

Labor

Innovation and Investment

Components of Utilization

Avoidable Utilization

Variations in Care

Level and Location of Care
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• Circulate to each flip-chart and review the post-its

• Note:

• Promising ideas

• Clarifying questions

• Which systems to follow-up with

Group Activity – Gallery Walk

• Choose which cost driver you’d like to discuss further
• Stand by that flip-chart
• Bring your notes!



48

Kern Medical
Cost of Care Update

Marko Horvat

Director of Financial Planning, Kern Medical



Finding Your True Cost

One Year Later



Cost Accounting in a Hospital Context

Clinical 

Data

Costing Methodologies & Algorithms

Cost Reduction & Better Decision Making

 Standard 

Costs

 Adjusted CCR

 RVU

 ABC

 RCC

 % Markup

 Supply Cost

 Time-Driven 

ABC

 Cost margins by service line

 Ability to benchmark MD 

performance

 Negotiate for better 

reimbursement

 Improve operational efficiencies

Cost Across the Continuum 

 Hospital

 Professional Fees

 Outpatient 

 Home Health

 SNF/Rehab

 LTAC

 340B pharmacy

 Hospice

 Reference Labs

Financial 

Data





“For internal users, accounting provides internal 
reports.  Examples are financial comparisons of 
operating alternatives, projections of income 
from new sales campaigns, and forecasts of 
cash needs for the next year.  In addition, 
summarized financial information is presented in 
the form of financial statements.”



Kern County Hospital Authority
Financial Statements



Classic Flow of Financial Information



Current Information Flow



Evolution of Information Flow

Past

• Information prepared by 
financial people for 
people trained to read it

• Relevant financial data 
disseminated from the 
top down

Present and future

• Information prepared by 
financial people for 
direct use throughout the 
organization by 
financially lay people

• Financial data directly 
communicated 
throughout the 
organization



The Evolution of Data 
Collection and 

Distribution



Black Box

Data

Data
Data

Previous Financial Reporting Model

`````````````````````````

Information

PROCESS
• Data is carefully 

gathered
• Data is then processed 

and organized
• Information is pushed 

out to end users

LIMITATIONS
• Time consuming
• Expensive
• Not on demand



Previous Reporting 
Model Output



Current Financial Reporting Model

PROCESS
• Data is continually 

gathered
• Data is processed and 

organized on demand
• Information is 

requested by end 
users

LIMITATIONS
• Information overload
• Data can be noisy
• Overabundance of 

choices can lead to 
frustration



Current reporting
model output



Last time we talked…

• The need for cost accounting

• Productivity

• Management reporting



What We Are Doing at Kern -
Productivity

• Currently reviewing bi-weekly productivity to 
see if staffing plans match actual patient load

• Used for staffing accountability and position 
control

• Managers review and comment on variances 
when out of compliance, have the ability to 
drill down in the data





The Productivity Difference

2017 2018 2019*

Overtime Hours 185,135.81 150,897.42 106,940.8

Overtime Per Worked Hour 6.2% 4.7% 4.1%

Paid FTEs 1,672.48 1,769.43 1,446.58

Worked FTEs 1,432.72 1,537.58 1,255.75

Worked Hours 2,980,092.41 3,198,197.36 2,611,937.5

% of Non-Prod/Total FTEs 14.3% 13.1% 13.2%



What We Are Doing at Kern –
Management Reporting

• Managers review variances to budget, flexed for 
volumes on a monthly basis

• Comments are made on required metrics that do 
not meet a variance threshold



Previous Management Reports



Previous Management Reports



Previous Management Reports







Results of Management Reporting

2017 2018 2019*

Operating Revenue 360,778,863.93 411,290,689.85 312,808,925.57 

Supplies 50,607,830.76 53,593,420.04 46,029,738.89 

Implants 3,717,663.85 3,182,552.84 3,672,339.57 

Pharmacueticals 19,507,544.21 23,034,429.26 21,344,487.31 

Supplies - (I&P) 27,382,622.70 27,376,437.94 21,012,912.01 

Supplies - (I&P)/OR 7.6% 6.7% 6.7%



Industry Update 

• Healthcare’s First Cost Accounting Adoption 
Model Launched by HFMA and Strata 
Decision Technology (HFMA)

• 90% OF HEALTHCARE EXECUTIVES ARE 
“FLYING BLIND” ON THE COST OF CARE

https://www.hfma.org/Content.aspx?id=63250


The Strata L7
™

Advanced Cost Accounting Adoption Model

Level Methodology

7
+ Comprehensive Time Driven Costing in highest labor expense areas + Cost Data integrated to Order Sets, All Covered services 
internal & external

6
+ Physician Activity Costing + External Claims for Bundled/MSSP/ACO programs, All Covered services internal & external

5
+ Comprehensive Activity Based Costing in all known areas for clinical/acuity variation and patient supporting areas, Entire Health 
System

4
+ Post Acute Care Costing + Time Driven Surgical Costing + 340b Discounting, Entire Health System

3
+ Collaborative workflow for RVUs + Physician Costing at Practice Level + Non-Chargeable Supply Costing + Limited Activity Based
Costing , Hospitals and Physician Group

2
+ Acquisition Based Costing for Chargeable Supplies & Drugs + Accurate variability assignments, Limited to Hospitals 

1 + Historical RVUs + RCC + Markups for supplies, Limited to Hospitals 

0 Own a Cost Accounting System, Primarily RCC run on an annual basis, Limited to Hospitals 



L7 In Action

Deploy directional 
Service Line 
Reporting

Identify Cost of Harm  

Activated at Level 1

Deploy Advanced 
Planning techniques

identify utilization 
based cost variation

Activated at Level 2

Analyze and track 
340b Savings

Perform data 
drive/strategic pricing 

Activated at Level 3

Track resource 
variation and cost of 
unutilized capacity 

Design and Track 
Bundled Payment 

Contracts

Activated at Level 4

Track Cost of 
Variation for non-

billed services       

Activated at Level 5

Track and manage 
costs of external 
services Deploy 
Physician P&Ls

Activated at Level 6

Engage clinicians to 
change behavior 
using cost data

Activated at Level 7



What is Next

• Better direct tracing of costs and discrete cost 
allocation on the procedure and provider level

• New Costing Model in place

• Profitability by financial class and service line

• Ability to track waiver dollars to patient populations

• Better tracking of cost reduction initiatives

• Coming in FY 20

• Reduction of cost variability and better standardization 
of equipment and supplies

• Coming in FY 20

• Better insights into costs of care and outcomes

• Coming in FY 20
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Cost 
Containment 
After 2020
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• What types of flexibilities (measures, activities) would you 
want to ensure are in place for this program?

• What type of standardization, if any, would make sense? 

• Are there types of cost containment activities that you know 
your system can act on sooner rather than later?

• Are there milestone metrics or process metrics that make 
sense to trigger payment?

• What are the first steps your system would take to prepare if 
a program like this moved forward (ie, data analysis, 
investment in x)?

Discussion – Program Structure
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Background on two nationally recognized measures

• Two measures best viewed together
• Total Resource Use Population-based PMPM Index (RUI - NQF 

#1598)
• Total Cost of Care Use Population-based PMPM Index (TCI - NQF 

#1604)
• STEWARD: Health Partners

• Total Cost Index = Resource Use Index x Price Index
• Price Index: Comparison of the relative pricing of all medical costs. 

Affected by fee schedules, referral patterns and place of service. 
Providers compared as if they had the same patient mix & practice 
patterns

• Drillable to condition, procedure, and service level

• Identifies price differences and utilization drivers

• Both measures NQF Endorsed for Commercial population only 
(considerations for use in Medicaid)

Discussion – Measurement 

http://www.qualityforum.org/QPS/1598
http://www.qualityforum.org/QPS/1604
http://www.qualityforum.org/QPS/1598
https://www.healthpartners.com/ucm/groups/public/@hp/@public/documents/documents/entry_180261.pdf
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TCOC measure

• The total cost of treating a population in a given time period expressed as a risk 
adjusted PMPM based on claims during the measurement year

• Includes all services associated with treating a patient including professional, facility 
inpatient and outpatient, pharmacy, lab, radiology, ancillary and behavioral health

• Calculated on a risk-adjusted paid PMPM basis as well as benchmarked to a peer 
group. Paid amount (i.e., allowed) is inclusive of both plan and member liability.

• Adjusted by Age, Gender & Illness Burden

Resource Use Measure

• A risk adjusted measure of the frequency and intensity of services utilized to manage 
a patient population

• Tells us why care is expensive

• Includes exact same services as TCI measure

• RUI is the risk adjusted total resources divided by the sum of the member months 
attributed to the provider. The total resources are the sum of the Total Care Relative 
Resource Values (TCRRV™), which are a standardized price value that acts in the 
same fashion as a dollar

Discussion – Measurement 
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If your system was required to report on cost and compare performance to 
itself year over year…

• What data would you want to rely upon?

• Cost reports? What else (as not all costs are included, such as denied 
days for patients you can safely discharge)?

• Should we have one way of measuring cost for all systems – even 
though not measuring against each other? 

• What “cuts” of the data might be most valuable to measure overall cost 
containment success?

• Hospital costs/day?

• Costs of visit/day

• Medi-Cal only, uninsured?

• How confident are you in the data and your ability to measure costs in a 
comparable way year over year?

Discussion – Measurement 
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Wrap-Up
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Quality Leaders Awards

http://safetynetinstitute.org/qla

http://safetynetinstitute.org/qla
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Thank You!
Please Complete the Evaluation!


