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A The American healthcare system i~
broken. It Is too expensive, leave
tens of millions of Americans
exposed to poor health outcomes
and economic ruin, and has drive
many healthcare providers from t
field in search of less stressful wc

A At current rates, this troubled sys
will grow from 17% of the U.S.
economy in 2009 to 21% by 202(
doubling of costs from $2.5 to $5
trillion per year. i




Healthcare Payment Reform and the

Behaworal Health Safety Net OverV|ew Lo SO

A The Safety Net BehaV|oraI
Healthcare System faces e
greater challenges includin
serious funding shortages,
fragmentation from federal
policy changes that createc
50 states/50 sets of rules
model, overreliance by stat f: .
on Medicaid at the expense t ‘ €4
indigent/uninsured persons 'y >
and more.
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Healthcare Payment Reform and the

Behavioral Health Safety Net Overview mvuoncoucn
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A Health care reform design wogsiss
just beginning that is focused
the needs of Americans with
serious mental health and
substance use disorders and
challenges faced by Commu
Behavioral Healthcare
Organizations.

A The many issues specific to t
Community Behavioral Healt
system will not automatically | REFOR
resolved if general healthcare Frdes Rebyctilents Astlos
reform Is enacted.
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Healthcare Payment Reform and the

Behaworal Health Safety Net Overwew B ATIONAL COUNCII

ATo address thls

recommending four delivery systel
Healthcare
Homes and payment reforms for the safet
net behavioral healthcare system
{} are necessary to address the
Federal :> <]\: New particular challenges faced by per:
Funding Payment : i
Streams Methods with serious mental health and
substance use disorders and the
provider organizations that serve
FQBHC them.
Status ’ ~
ATE (P n%SStS | 6 mued

connections to where the general
healthcare system is headed.




Consensus is Building about the Design for

Healthcare Reforrdniversal Coverage — Bwiona.conc

A General agreement already exists about the contours c
health care reformeform must address three igsues
universal coverage, payment system reform, and delive
system redesign.

h h
Universal
Coverage Payment Delivery
Reform System
Redesign




Consensus Is Building about the Design for Healthc

Reform (Payment & Service Deli\{er Systemy).couc

The Path to a H|gh CLilr;EHt I.al;.-..r leililil ‘l.l’iiiu:udn
Health Spending Health Spending MNet Savings Met Savings
Performance U.S. Year (billions) (billions) (billions) %
Health SystemA 2010 $2,776.4 $2,777.6 -51.2 0.0%
. - 2012 43,173.4 43,107.6 465.8 2.1%
202_0_ Vision of the 2014 43,626.6 $3,400.6  $226.0 6.2%
Policies to Pave the 2016 $4,136.9 $3,811.7  $325.2 7.9%
Waycontains a set of | 2018 $4,718.6 $4,254.5  $464.1 9.8%
strategies covering th 2020 45,382.2 $4,783.7  $598.5 11.1%
2022 46,139.1 45,481.0  $658.1  10.7%
three components the| 5., $7,002.3 $6,286.5  $715.8  10.2%
can achieve 99% ot Savinoe i NHE (Bil
coverage by 2012 ani| ssoos et Savings in NHE (Billions)
reduce the growth in | 55902 M./r"'_._—r
: $200.0
national health spend _ . . . . . . . .
between 2009 and 2( 3010 2012 2014 2016 2018 2020 2022 2024

by $3 trillion.




Consensus is Building about the Design for Healthc

Reform (Payment & Service Delivery System).couc:

The 2020 Report was developed by the Commonwealth Fund, with ar

support from The Lewin Group,; t
this report and quantified their impact on reducing the growth in healtr
Spending Major Sources of Savings Compared with Projected Spending,

Net Cumulative Reduction of National Health Expenditures, 2010-2020
Affordable Coverage for All: Ensuring Access and Providing System Reform Foundation

+ Netcosts of insurance expansion -$94 billion
+ Reduced administrative costs —$337 billion
Payment Reform: Aligning Incentives to Enhance Value

+ Enhancing payment for primary care -$71 billion
+ Encouraging adoption of the medical home model —5$175 billion
+ Bundled payment for acute care episodes —5$301 billion
+ Correcting price signals —5$464 billion

Improving Quality and Health Outcomes: Investing in Infrastructure
and Public Health Policies to Aim Higher

+ Accelerating the spread and use of HIT —5$261 billion
+ Center for Comparative Effectiveness —5$634 billion
+ Reducing tobacco use —5$255 billion
+ Reducing obesity —$408 billion
Total Net Impact on National Health Expenditures, 2010-2020 —$2,998 hillion




Healthcare Reform is Already Underway

B NATIONAL COUNCII

A Two areas of
experimentation provide S§
window into how paymer §
reform and delivery syste |
redesign are likely to
unfold in the United State
I Initiatives to manage
chronic medical
conditionsand pilots to
reducepotentially
avoidable complications
(PACSs).




Healthcare Reform is Already Underway

Chronic Medical Conditions B ATIONAL COUNCIl
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A 45 percent of Americans have one or more chronic conditions s
diabetes, hypertension, arthritis, depression, or dementia. Half c
group has two or more chronic conditions. Over half of the peop
serious chronic conditioalsnost one quarter of the people in the |
Stateg are receiving care from three or more physicians.

A This scattering of care can result in duplicate tests, conflicting
advice, and prescriptions for contraindicated mediations. All of t
factors help to explain why treatment of chronic disorders accol
threequarters of direct medical care costs in the United States

A The Lewin Group has estimated that the United States could sa
thanhalf a trillion dollarsver ten years through various improvem
to the treatment of chronic conditions and the adoptiedichthe
Home




Healthcare Reform is Already Underway
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Chronic Medical Conditions & Medical Home

The Patient-Centered Medical Home has emerged as the leading
model for treating chronic medical conditions in primary care
settings.

A Federally Qualified Health Centerdd Primary Care Case Management
(FQHCs) have a long history of (PCCM) programs in the Medicaid
following many principles of a medicglrogram use primary care
home and several studies have foungbhysicians to coordinate care and
that health centers save the Medicaidnanage total health expenditures.
program more than 30% in annual Studies of these programs have
spending per beneficiary due to shown cost savings up to 10% per
reduced specialty care referrals and year after the initial ramp up perioc
fewer hospital admissions.

These models, especially Medical Homes, are seen as a key to
addressing cost and quality problems in health care and have
Implications for Community Behavioral Healthcare Organizations.



Healthcare Reform is Already Underway: PACs

B NATIONAL COUNCII

A Potentially Avoidable
Complications (PACis)a 29area
relevant to CBHOs. PACs are de¢
as medical conditions resulting f
Improper diagnosis, medication ¢
patient confusion aboutcseH, poc
communication between provide
handoffs, the absence of haffs,
Inpatient adverse events, etc.

Relevant claims get navigated as

typical or PACs

Typical:
Lab tests

PAC:

*Care for Wound Infection
*Pneumonia

Exclude:
+CABG
*Breast Surgery

Irrelevant claims get
filtered out

A Robert Wood Johnson Foundation and Commonwealth Fund h:
funding research to understand these phenomena and develop
approach to payment reform €aliddncanformed Case Rates

(ECRS)



Healthcare Reform is Already Underway: PACs
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A Based on an evaluation of the eleven conditions analyzexrars

B NATIONAL COUNCII

(PACs) consume an average of 25 cents on every acute care ot
dollar and an average of over 60 cents on every dollar of a chro

conditions.

A We are going to see  typical or PACs

significant movement in

the area of riklased

payments, performance

based contracting st
including bonuses and W
gainsharing, and non

payment for certain

events, in order to

address these issues.

Relevant claims get navigated as

Typical:
Lab tests

PAC:

*Care for Wound Infection
*Pneumonia

Exclude:
+CABG
*Breast Surgery

Irrelevant claims get
filtered out



The Role of Key Behavioral Health Stakeholders
Third Experiment | MATIONAL SO




Healthcare Reform is Already Underway
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A The approaches to bettek Reducing costs is inextricably linked

treatment chronic Improving the health status of
medical conditionand Americans and improving quality,
reducingotentially payment models are moving towards

avoidable complications payment for outcomesmost notably

while not the only reform reduced waste, error, and complicati

efforts currently underway,rates and reduction in total health

serve to illustrate how expenditures. The overall clinical

health care reform will strategy is fromote Centers of

likely unfold. Excellence in preventive, primary,
specialty and tertiary care




Behavioral Health Payment and Delivery System R
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Aln a Ainew worl do of parity
Homes become accountable for the total healthcare
expenditures of their patients, with associated financial ris
rewards,

A Medical practices and health systems will quickly learn thz
elderly with multiple medical COﬂdItICIFE‘ﬁ(D’I(IB W|th serlous
mental health and substance useg P
disorderare two populations critiggss::
to getting a handle on U.S. healtl
care expenditures.




Behavioral Health Payment and Delivery System R
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A This is going to put both populations unde
large magnifying glass and create signific
opportunities for addressing the current he
disparities for persons with serious mentas
as well as opportunities and threats to the
Community Behavioral Healthcare Delive
System.

AMy hypothesis is,

of the Medi cal Home structur
to demonstrate through measureable results that

they are able to provide high quality specialty

behavioral health care that manages the total

healthcare expenditures of their clients will be at

risk.




Behavioral Health Payment and Delivery System R

OVG rV| ew S NATIONAL COUNCIL

BE eI T e = I ETIE TS 3 =z % =S =%
I 1

BT E ] o o i e R

A Community Behavioral Healthcare Organizations (CBHOS) have two |
roles in a reformed health care environment that addresses the needs
with serious MH/SU disorders: 1) Serving as an integral part of Medic
and 2) Providing Specialty Behavioral Healthcare Services.

( LLS. Population with Serious Mental Health and Substance Use Disorders }
"~ Payment Models to cover AN Linkages to High R 'iinkagea to Hospitals, Lnngﬁ"
the Medical and Behavioral Performing Specialists that Term Care Facilities &
Health Prevention, Primary can support the Supported Housing serving
Care and Chronic Disease management of Total Health persons with MH/SU
Management including Expenditures and minimize Disorders; includes Risk
Dedicated Funding for Error Rates and Bonus Sharing

Uninsured; Bonus Arrangements for
management of Total Health
Expenditures and minimize

Error Rates

Structure for managing
Taotal Health Expenditures

CBHO= working wit
Care Homes through
Partnerships or Linkages

][
. ED] Meadical/BH H—
Fully  Health Cara CBUO vl J
Integrated Hiamne ke 1o E
MedicallBH  Partmar- . |
()
Haalth ship multiple ther Specialty CBHOs
s S

Medical

O
Eam Home Homes J \_ )




Behavioral Health Payment and Delivery System R
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The following four behavioral health payment reform and
delivery design initiatives are essential foundation components
of a reformed system.

1. Medical Homeseed to be+nvisioned d%erson
Centered Health Care Homaéth additional Federal P
funding and active participation of Community Beh Homes
Healthcare Organizations;

2. Federal designatiahould be createdRFederally
Qualified Behavioral Healthcare Cer{fte@BHC) with | Federal New
accompanying benefits and responsibilities; and | gaaong ::> <i T

3. Dedicated Federal Funding Streahmuld be develop
to support behavioral heatitikforce developmeand

FQBHCs that will have additional responsibility to < FQBHC
uninsured and underinsured persanth serious meni Status
health and substance use disorders.

4. Federal and State Payment Metimodst change to
address the disincentives that hinder provision of the right
care at the right time in the right place;
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Healthcare

Reform 1: Pers@entered |
Healthcare Homes 2

EINATIONAL COUNCIL

Behavioral Health / Primary Care
Integration and the
Person-Gentered Healthcare Home

.
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1. Persoentered Healthcare Homes g ionu councn
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A In April the National Council A Using the National
released a repddehavioral Health Counci | 6 s Foc
/Primary Care Integration and The Model, the report
PersorCentered Healthcare Home articulates the different
which addresses the gap between needs of population
current Medical Home designs and subsets. Each quadrant
the needs of persons with serious considers the behavioral
mental health and substance use health and physical healtt
disorders. This report presents a  risk and complexity of the

threeoption blueprint for how population and suggests
CBHOs can come into alignment the health care home
with health care reforms under model that may be more
consideration. appropriate.



Behavioral Health Payment and Delivery System R

1. Persofentered Healthcare Homes

B NATIONAL COUNCII

4

A Persons with low tc
moderate behavior
health complexity &
risk (Quadrants | al
I1I) would receive tt
behavioral healthc:
In the Primary Care

Quadrant-IIT

The-Population:-hoderatetohigh-behavioral:
health-andlow-tomoderate physicalhealth-
complexity sk T

TheModel:-Person-Centered-Healthcare Home:

prirnary-carscapacityin-abehavioralhealth:
setting, mcluding medical- nurse-

practiticher primary-care physician, wellness-
programming, screening: forhealthstatus
concems,andsteppedcareto-a-full-scope-

healthcarehome -Accesstothe-amav-ofspecialty

behavicralhealthservices-designed-to-support-
recovery .-

Quadrant-IVY
The-Population: hModeratetohigh-behavioral:
health-andmoderate tohighphysical health-
complexity/ sk
The-Model: Person-Centered-Healtheare-Home:-
pritnary-care-capacityin-abehavioralhealth-
setting, mcludmg medical nurse-
practitioner prirnary-care-physiclan, mirse-care-
manager, wellness programming,-
screening tracking forhealth-statusconcems,and:
steppedcareto-a-full-scope-healthcarshome.-
Accesstotheamav-ofspecialtybehaviorals

setting. Persons wi
moderate to high

complexity and risk
(Quadrants Il and |
would receive their
behavioral healthc:

Quadrant-I7
The-Population:- Lovw-to-modsrate behavioral:

health-andlow-tomoderate physicalhealth-
complexity nsk. T

TheModel:-Perzon-Centeresd-Healthcars Home:

aprnmary-careteamthatincludes-abehavioral
healthconsultant caremanager, psvchiatnc:
consultant, screening for-behavioralhealth-
concems,andsteppedcare.c

Quadrant-IIT¢

The-Population: Lowtomoderate behavioral:
health-andmoderate totughphysical health-
complexity/ nsk.Y

The-Model: Person-Centered-Healthcare Home:-
aprmary-careteamthatincludes-a behavioral
healthconsultant caremanager, psyvchiatnc
consultant, screerng-forbehavioralhealth-
concems, stepped-care -and-accessto-specialty-
medical surgicalconsultation-and-care-
managemert. 2

at CBHOs.
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1. Persoentered Healthcare Homes g, o0 councn
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A As noted, Medical/Healthcare Homes are likely to become a cor
component of healthcare reform. As the payment models chang
Healthcare Homes, including igmeisrrangements for managing |
health expenditures, they will prioritize working with Community
Healthcare Organizations that can assist them in managing the
health expenditures of persons with serious mental health and s
use disorders.

A In this new environment, Community Behavioral Healthcare Orc
will need to decide whether to continue providing specialty behe
healthcare serviaady (Quadrants Il and 1V) or also become more
Integrally involved in being part of a Healthcare Home.
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1. Persoentered Healthcare Homes g, o0 councn

A CBHO involvement inMleglical/Healthcare Hogsn occur in one of
three ways.

C Person-Centered Healthcare Home Options )
4 Fully Integrated N Focused Partnership N CBHO with Linkage to h
Healthcare Home Healthcare Home Multiple Medical Homes
D:D T e~y CBHO
o ] - il
4 Primary Care Case Rate for: B /Primary Care Case Rate with: ¢ . N . )
. . ) ) . : Primary Care Behavioral
- Screening/Registry Tracking - Screening/Registry Tracking
L o Case Rate for Health Case
- Care Mgmt/BH Clinicians - Care Mgmt/BH Clinicians .
2 . 2 . Svesin Rate for Svcs
- Psychiatric Consultations - Psychiatric Consultations Medical Clinic i1 CBHO
- Non-BH Prevent/Mgmt Work - Non-BH Prevent/Mgmt Work
PAIRN DANRN J\ J/
a N N N N[ N _
Behavioral Behavioral Behavioral
Healthcare Health Healthcare Health Healthcare Health
Funding Funding Funding Funding Funding Funding
Streams for Streams for Streams for Streams for Streams for Streams for
Primary Care Mental Health Primary Care Mental Health Primary Care Mental Health
Services & Substance Services & Substance Services & Substance
Use Services Use Services Use Services

S il AN AN
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1. Persoentered Healthcare Homes g, o0 councn
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A Currently, there is inadequate funding to provide primary care |
services to persons with serious mental health and substance
disorders who lack this care (Quadrants Il and IV). In addition,
most states do not adequately fund behavioral health services
persons with low to moderate behavioral health risk andicompl
Quadrants | andi Ithere is insufficient funding to meet their
behavioral healthcare needs (which should be provided in prinr
settings).

A Recent Congressional action to provide $7 million in new SAM

funding to docate primary care capacity in Community Mental |

Centers is an important $tarthealth care reform to succeed for

persons with moderate to high mental health and substance us

disorders, it is critical to increase this funding to levels that
address the needs of all four sadpulations.



Reform 2: Federally Qualified
Behavioral Healthcare Center
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FOBHC
Status

Person-Centered Healthcare Home Options )

Fully Integrated
Healthcare Home

Focused Partnership
Healthcare Home

el i

CBHO with Linkage to N
Multiple Medical Homes

el i

Primary Care Case Rate for:

Primary Care Case Rate with: .
. N : . N : Primary Care Behavioral
- Screening/Registry Tracking - Screening/Registry Tracking Case Rate for Health Case
- Care Mgmt/BH Clinicians - Care Mgmt/BH Clinicians
Svesin Rate for Sves
- Psychiatric Consultations - Psychiatric Consultations Medical Clinic in CBHO
- Non-BH Prevent/Mgmt Work - Non-BH Prevent/Mgmt Work
Behavioral Behavioral Behavioral
Healthcare Health Healthcare Health Healthcare Health
Funding Funding Funding Funding Funding Funding
Streams for Streams for Streams for Streams for Streams for Streams for
Primary Care || Mental Health Primary Care || Mental Health Primary Care || Mental Health
Services & Substance Services & Substance Services & Substance
Use Services Use Services Use Services

2/
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2. Federally Qualified Behavioral Healthcage Centers

A Community Behavioral Healthcare Organizations are at a signifi
disadvantage, compared with other types of provider organizatic
their ability to flourish in a reformed environment.

A This contrasts with the Community Health Center system. As th
evolved, a federal designation of Federally Qualified Health Cer
(FQHC) was added that strengthened the level of standardizatic
oversight, accountability, services, and payment structures.

A FQHCs have access to a dedicated funding stream, a Medicaid
prospective payment system that approaches covering the full
doing business, and favorable Medicare reimbursement rules. I
FQHC designation brings a number of other favorable financial

such as access to favorable drug pricing under Section 340B of
Health Service Act.
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2. Federally Qualified Behavioral Healthcage Centers
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A This table shows 2007 Revenues by payor for the 1,067 Federally Qualified |
Centers that have Section 330 Grants. Note that revenue from the 330 Grant
Indigent Care programs are not available to CBHOs. FQHCs also have highe
and Medicare revenue due to favorable Federal legislation.

2007 Revenue Ratios

Grant Revenue

Section 330 FQHC Grants $1,683,908,963 18.5%

Other Federal Grants $200,676,524 2.2%

State/Local Grants/Contracts $886,402,060 9.8%

Foundations/Private Grants/Contracts $378,384,064 4.2%
Total Grant Revenue $3,149,371,611 34.6%
Patient Service Revenue

Medicaid $3,320,438,823 36.5%

Medicare $548,357,016 6.0%

Other Public $238,597,215 2.6%

Third Party Insurance $666,521,498 7.3%

Patient Self-Pay $597,170,297 6.6%
Total Patient Service Revenue $5,371,084,849 59.1%
Revenue from Indigent Care Programs $335,084,637 3.7%
Other Revenue $234,496,445 2.6%
Total Revenue $9,090,037,542 100.0%
Number of Grantees 1,067
Average Revenue per Grantee $8,519,248
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~ Fedecally Guaitied Heakh Canters

2. Federally Qualified Behavioral Healthcage Centers

A As we have studied the FQHC m(:==

has become clear that a parallel :

Wity

structure for Community Behavior::

neage

Healthcare Organizatiéeslerally

Qualified Behavioral Healthcare

Center¢FQBHC), based on the =i
accountability and payment struct:

has the potential to address a nur=s===== i |

of problems facing the Community
Behavioral Healthcare system.

Specifically, we have been looking at
the 10 benefits and the 8
responsibilities that come with FQHC
status.

.....
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A Note that items 1, 2 and 4 relate to the revenue rows in the slide

Federally Qualified Health Centers FQBHC
Existing Benefits Proposed
1. Operating Grants: Federal Grants to support the costs of otherwise
uncompensated comprehensive primary health care and enabling services Yes

delivered to uninsured and underinsured populations at sites within the
approved scope of project.

2. Medicaid Reimbursement: Enhanced reimbursement under Prospective
Payment System (PP3) or other state-approved alternative payment Yos
methodology for services provided under Medicaid.

3. Medicaid Enrollment Workers: The nght to have Medicaid eligibility
workers on site, or receive reimbursement for out-stationed Medicaid activities Yos
(intake and enrollment functions) conducted by Center personnel.

4. Medicare Reimbursement: Reimbursement by Medicare for the “first
dollar” of services rendered to Medicare beneficiaries (e.q.. deductible is Yes
walved).

5. Capital Improvements: Access to Federal loan guarantees

* For the costs of developing and operating managed care and practice Yes
management networks or plans

¢« For capital improvements {including IT)
Access to Construction Grants as authorized and funded by Congress. Yes
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A The following support cost savings rather than new revenue.




