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A Snapshot of Providence
December 31, 2015

Caregivers (all employees) 82,166

Employed physicians 3,597

Employed advanced practice clinicians1,300

Registered nurses 25,878

Physicianclinics 475

Acutecare hospitals 34

Acute care beds (licensed) 7,967

Providence HealthPlan members 518,095

Hospice and home health programs 19

Homehealth visits 667,708

Hospice days 628,182

Assistedliving and long-term care facilities 
(free standing and co-located)

22

Supportive housing
Facilities: 14
Units: 693

Unique patients served 3,265,653

Community benefit and 
charity care costs

$849 million

Data is consolidated for Providence and its affiliates based on financial reporting.
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Payer Contracting at a Glance:

Å Contract management & negotiations 
Å All PH&S markets, all insurers and products 
Å Regional and national payers 
Å Commercial & government programs

Å PH&S Contracts: approximately 1,900

Å Resources: 
Å 50 supporting Payer Contract strategy, negotiation, 

administration & analytics
Å

Å St. Joseph ςCalifornia and Texas market (additions pending)



Payer Contracting: Top Payers

Commercial Payers 
ω Premera
ω Regence
ω Anthem
ω United
ω Aetna

Medicare Advantage Payers
ωUnited
ωGroup Health
ωProvidence Health Plan
ωRegence
ωHumana

Managed Medicaid Payers
ωMolina
ωLA Care
ωHealthnet
ωUnited



Payer Contracting:  Contract Negotiations 

Team of 50 individuals for all contracts in all lines of business, across all services, in all markets
Contract Management –Negotiations, Manage Relationships with Payers
Contract Analytics –Model Proposals, Develop Rates, Risk Analytics, Reporting
Contract Administration –Document Management, Notifications to Payers

Å Review of contract  performance includes:
Å Analysis of performance
Å Identification of operational issues 
Å Language review
Å Rate structure review
Å Target rate increase

Å Risk Sharing & Incentive Arrangement:Review and recommendation will be formulated at Risk Analytics 
Committee

Å If Quality Metrics included: Review and recommendation by team formed specifically to keep alignment between 
quality metrics and ensure reasonableness of targets



Payer Contracting:    Contract Negotiation Process 

Payer contracting presents recommended approach to regional leadership at Monthly Strategy Council 
Contracting approach and targets jointly agreed upon.

Negotiation process occurs with monthly report out on progress at Monthly Strategy Council.
Updated modeling of changes occur throughout process.

Forum for feedback 
For all operational issues through collaboration with Operations to ensure tracking of operational issues

Escalation Process
If unable to finalize terms an escalation process is employed which first moves to VP of Payer Contracting.  If unsuccessful 
after defined timeline and  depending upon size of contract, further escalation to Population Health and Regional 
Leadership. Action steps are defined and agreed upon through escalation process.

Final agreement 
Upon completion the rates are loaded in EPIC.

Ongoing
Any issues impacting performance of the agreement (i.e. underpayments) are reported and tracked throughout the year to 
address in next renewal.



Payer Contracting: Contract Renewals

Contract Renewals offer an opportunity to improve terms

ÅQuality & Performance Incentives

ÅData Sharing with Health Plans

ÅBetter defined terms on denials & recovery

ÅTertiary & Quaternary services pricing

ÅRisk arrangements refined/modified

ÅRenewal of Performance Metrics

ÅImproved contract language 

ÅSimplification of Rate structures



Payer Contracting: Target Setting

Process begins with Long Range Planning:

Å Analytics team develops tool with revenue & historical increases by Payer

ω Contract managers, taking into account the above information and their ongoing 
dialogues with Payers, make projection on five year projected increases.

ω Meetings occur with each regional CFO to discuss projections & agree upon final 
submission

ω Second review of upcoming year occurs during budget process and is finalized jointly 
ǿƛǘƘ /ChΩǎ

ω Information is provided to reimbursement to use for budgeted deduction calculation

ω Tracking of actual achievement occurs as each contract is renewed



Long Range Strategy & Goals Annual 

Reimbursement

New Growth 

ǒ Market Share: Maintain or Grow

ǒ Commercial Product Revenue Growth

ǒ Medicare (FFS & MA) Revenue Growth

ǒ Medicaid  (FFS & Managed Care) Revenues

ǒ Medicaid Supplemental Funding: CMS/State 

1115

ǒ Quality Incentive Revenues

ǒ Risk Sharing Arrangements: 

ǒ Commercial Rate 

Increases

ǒ Medicare MA Rate 

Increases

ǒ Managed Medicaid Rates 

ǒ Value Based Care 

Performance Revenues

ǒ Payment Recovery Rates 

ǒ Loss Prevention/Product 

Exit

ǒ New products

ǒ New 

alliances 

ǒ Preferred 

Provider 

ǒ New Markets 

Payer Contracting: Strategy Development



Payer Contracting:  Alignment across Population Health 

Inclusion of Clinical Quality Metrics in contracts

Alignment of Consumer Experience metrics in contracts 

LƴŎƻǊǇƻǊŀǘƛƻƴ ƻŦ ά±ŀƭǳŜ !ŘŘǎ Ϧƛƴǘƻ ŎƻƴǘǊŀŎǘƛƴƎ and rate 
discussions (specialized services, care management, etc)

Pop Health Informatics: Data resource and financial analytics     
(revenue, rates, hospital costs)



Payer Trends

1. New Policies ςImpacting Operations & Financial Performance

2. Value Based Purchasing ςQuality, Cost & Patient Experience

3. Narrow Network Products ςOpportunities and Risks



Payer Trends:  Policies

Impacting reimbursement by Policy
ÅSite-of-Service Denials

ÅReadmission Risk

Sharp Rise in Post Payment Audits
ÅThird party paid on contingency

ÅAlgorithm based medical record review

ÅTake-back/Recovery of payments for authorized care

Inpatient vs. Observation
ÅConcurrent denials

ÅRetrospective ςpost payment review



Payer Trends: Policies

Address via:
ÅContract Language

ÅCollaboration with Payers 

ÅClose collaboration with Care Management 

ÅClose collaboration with Revenue Cycle

ÅEngage Legal if needed to enforce contract



Payer Trends: Value Based Purchasing

Value Based Purchasing
ÅHospital Quality Incentives

ÅAmbulatory Incentives:  Quality, Cost, Experience

ÅMedicare:  5-Star, Documentation of Risk

Accountable Care
ÅFinancial Risk

ÅQuality

ÅPatient Experience



Payer Trends: Narrow Networks

Narrow Network Products
ÅLower Cost than broad PPO

ÅUnit Cost Concession

ÅPatient Assignment (PCP assignment preferred)

ÅExclusivity via: 
ÅNo out-of-network benefit, OR

ÅSteerage ςincentives to use tier 1 providers

ÅAbility to improve care degree of health care management

ÅAbility to attract new patients



Risk Based Contract Review
Example
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4
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Step 1: Principle Alignment
Example:  ñGoodPayer ACOò



Step 2: Scenarios & Assumptions
Assumptions for Iterations of ACO Model

GoodPayer ACO Proposal

Scenario 1 Scenario 2 Scenario 3

Individual & Group Individual & Group Individual & Group

50% 50% 50%

50% New; 50% Existing
Break Even New Lives

~ 15% New; 85% Existing
50% New; 50% Existing

See Steerage Assumptions See Steerage Assumptions See Steerage Assumptions

0.0% to 12.5% along 

DoHM Scale

0.0% to 12.5% along DoHM 

Scale

0.0% to 12.5% along DoHM 

Scale

Current: $448

Target: $381

Current: $448

Target: $381

Current: $448

Target: $381

0.0% 7.0% 15%

3% 3% 3%

3% 3% 3%

Current Coverage

Providence % of  Total Cost of 

Care (All Prov Types)

Internal Direct Cost Trend

Allowed Per Unit Trend 

New Members

Steerage

Change in PMPM due to 

Population Management 

as a % change along Milliman DoHM 

Scale

Unit Price Concession

PMPM Total Cost of Care 

Scenarios



Step 2:  Scenarios & Assumptions
Regence ACO OR

Historical Trend (Business as Usual): 5.0%

% Share of Gain/<Loss> with Purchaser: 50.0%

Year 1: 0.0%

Year 2-5: 25.0% (Symmetrical)

Savings/<Loss> Cap: n/a

Savings/<Loss> Corridor: n/a

Current PMPM: $448

Target PMPM: $381

Current PMPM Rationale:

Target PMPM Rationale: $381 PMPM - Target valuation with 25% symmetrical risk share & a 15% unit 

cost concession. 

$448 PMPM. Total Cost of Care priced 15% higher than Target



Step 3: Membership Assumptions

GoodPayer ACO Proposal

Year 1 Year 2 Year 3 Year 4 Year 5 % Year 1 Year 2 Year 3 Year 4 Year 5 Year 1 Year 2 Year 3 Year 4 Year 5

Providence Membership

Scenarios 1 & 3 13,500 14,175 14,884 15,628 16,409 50% 6,750 7,088 7,442 7,814 8,205 6,750 7,088 7,442 7,814 8,205

Scenario 2 13,500 14,175 14,884 15,628 16,409 15% 1,958 2,055 2,158 2,266 2,379 11,543 12,120 12,726 13,362 14,030

Membership - Total New Existing



Step 4: Steerage Shift

Baseline Year 5 Year 1 Year 2 Year 3 Year 4 Year 5

Existing 70% 75% 80% 100% 100% 100% 100%

New 50% 60% 50% 75% 100% 100% 100%

Existing 50% 55% 80% 100% 100% 100% 100%

New 30% 50% 50% 75% 100% 100% 100%

Existing 70% 75% 80% 100% 100% 100% 100%

New 50% 60% 50% 75% 100% 100% 100%

GoodPayer ACO Proposal

Population 1

Current Coverage
Indiv On/Off Exchange 

Market
5-YEAR PHASE-IN 

OF TARGET RATE

Retention

Inpatient

Professional

Outpatient



Step 5: Utilization Shift

% Annual Change in PMPM to Achieve Milliman DoHM Benchmarks

GoodPayer ACO Proposal

% REDUCTION FROM LOOSELY MANAGED (0.0%) TO: Year 1 Year 2 Year 3 Year 4 Year 5 Total Change

Almost Loosely Managed (12.5%) (0.49%) (0.98%) (0.98%) (0.49%) (0.49%) (3.45%)



Step 5: Contract Performance
ACO Financial Impact Model: 5-Year EXECUTIVE SUMMARY

GoodPayer ACO Proposal



Proposed risk 
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Financial risk 
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measurement
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Evaluate
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Operational review
¶ Local ministries
¶ Operationaland
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Approval
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performance
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Risk arrangementsinclude:
¶ Value basedincentive
¶ Direct toemployer
¶ Quality incentive program
¶ ACO contract
¶ Capitation arrangements
¶ Other populationhealthprograms

ValueBasedπRiskContractingReviewProcess

Key Considerations 
(SeeTemplate):
¶ Financials
¶ Upside/Downside Risk
¶ Volume
¶ Quality
¶ Operational Needs
¶ PerformanceMetrics



We provided $950 million in 
community benefit in 2015.

Thank you.


