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Health care reform is insignificant in 
comparison to the fundamental purpose 
of the system it must change. Unlike a 
terminal illness, which doubles as a 
harbinger to remind us of the 
inescapable permanence of death, much 
of the influence of health care reform 
over which the nation has debated 
these past four years will prove to be 
fleeting at best. Time will shape and 
reshape the Affordable Care Act (ACA) 
in ways beyond today’s imagination, but 
the hospital bed, that symbolic and 
functional centerpiece of American 
health care, will never be anyone’s 
destination of choice.	
!
The transformation of Medicare from 
its humble origins in 1965 into the 
template for American health care’s 
payer system was certainly no small feat, 
although maintaining the Part B 
premiums at Medicare’s original price 
tag of $3.00 per month never stood a 
chance. Whether as a result of 
Medicare’s effect or in spite of it, 
advances in medicine since 1965 have 
played a large part in the program’s 
evolution, with today’s emphasis on 
performance in lieu of cost standing as 
a reflection of an inherent expectation 
that modern medicine should have the 
twofold intention to never do harm and 
excel at all times. Perhaps ACA’s 
greatest achievement is that it has 
granted an aura of entitlement to all 
hospital patients, for now society has 
not only come to expect quality 
medical care at any time, it also expects 
this service free of charge.	
!
A centerpiece of the ACA, health 
insurance exchanges have taught us that 
their conception is often delusional at 
best, and  when put into practice, not all 
insurance plans are created equal 
(though they may be identical). With a 
Herculean push on the part of the state 
exchanges to offer the very same plans 
as those in place before 2014, in many 
instances no one remembered to send   

fraud and abuse cannot avoid 
impugning the integrity of those 
health care practitioners who serve 
on the industry’s front lines, many of 
whom have never really grasped the 
byzantine nature of these regulations 
that stock the armories of the 
Department of Justice and Office of 
the Inspector General.	


Hospitals, too, must evolve under the 
ACA, or risk adding their names to 
the growing ranks of institutions now 
closed, many of which failed to 
navigate the economic principles 
necessitated by health care reform. 
The plight of those local hospitals 
who have been recently removed 
from the communities where they had 
for decades faithfully served and 
profited notwithstanding, this latest 
shift in health care’s financial paradigm 
should not be surprising to any 
institution directly descendent from 
the charitable almshouses that made 
up America’s health care facilities of 
yesteryear.	


On the surface, it sometimes appears 
that none of contemporary America’s 
health care factions is pleased with 
the machinations of the ACA, or so 
the myriad legal challenges that have 
arisen would indicate. But those 
patients and providers who now 
profess an inability to achieve their 
desired result under the ACA most 
l ikely wil l not prevail through 
revolution or any other call for 
independence. Instead, critics of health 
care reform should reflect upon the 
ACA’s limited role in the grand 
scheme of the evolution of American 
health care, a system more than 238-
independent years in the making.  
When it comes to the delivery of 
health care, we can gain insight from 
the nation Congress chose to leave in 
1776, in the voice of one Dartford, 
Kent-born scholar/musician-turned-
knight as he calls to mind that those 
who participate in the system may not 
always get what they want, but more 
often than not they get what they 
need.

HEALTH CARE REFORM 
WITHOUT REVOLUTION

a memorandum to the providers that 
res istance was fut i le , or that 
reimbursement had not changed. Most 
likely, health care providers and 
exchanges will eventually synchronize, 
and hopefully sooner than the time it 
has taken Medicaid Expansion to make 
good on the raises it has promised to 
the doctors who opened up their 
doors to the nation’s newest program 
beneficiaries.	


!
!
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The Federal Government has placed 
high expectations upon the health 
care industry throughout this new era 
of reform. Under the ACA, the future 
of health care must include marked 
improvements, greater access to care, 
and increased transparency, all of 
which must be delivered with epic 
levels of efficiency at a sharp 
reduction in price.  The nexus 
between ACA standards and physician 
shortages remains to be seen, but it 
does not take an advanced degree to 
understand that in the final evaluation, 
the expanded delivery of health care 
is dependent on the success or failure 
of those who are trained in medicine.	


To be sure, today’s physicians may take 
issue with certain tenets of reform, 
especially those who spent 20 years in 
study only to see the system turned 
upside down in less time than it took 
them to graduate from medical 
school. To add insult to injury, the 
federal government’s record-breaking 
results in its battle against health care
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Fifty years after Congress first passed the Medicare Act in 
the United States, beneficiaries have three basic options 
from which to receive Medicare services:  (1) traditional 
fee-for-service (“FFS”), (2) Medicare Advantage (“MA”) and 
(3) accountable care organizations (“ACOs”).  	
!
Although fluid in its own right due to the epic transition in 
Medicare from cost-based to performance-driven, FFS pays 
for individual services at rates established by Medicare 
regulations each year.  MA, on the other hand, directs 
capitated Part A revenue to private plans while sending 
Part B benefits to the plan enrollees. MA plans must also 
include Part D, although the regulations create more 
flexibility for the MA plans as they relate to drug benefits.  	
!
ACOs, the most recent addition under the Affordable Care 
Act, create a clinically integrated patient experience 
designed to accommodate an entire episode of care, the 
efficiencies of and quality for which will ultimately 
determine success or failure.  ACOs divide into two main 
categories, the Pioneer ACO and the Medicare Shared 
Savings Program (“MSSP”) ACO, with a smaller third 
category comprised of Advance Payment ACOs.  Overseen 
by the Centers for Medicare and Medicaid Innovation (the 
“Innovation Center”), the Pioneer ACO model appealed to 
experienced organizations that could create an ACO-like 
environment before MSSP ACOs officially began. 	
!
! !!!!!!!!!!!!
The Pioneer and MSSP ACOs both emphasize quality 
patient measures as well as beneficiary satisfaction, but the 
MSSP ACOs must facilitate all of the necessary providers, 
hospitals and suppliers while improving upon the delivery 
of the same efficient and exceptional patient care to 
groups of no less than 5,000 beneficiaries. The 338 existing 
MSSP ACOs join the 23 Pioneer ACOs in overseeing the 
care of 5.6 million assigned beneficiaries throughout 47 
states (as well as Washington, D.C. and Puerto Rico).  
Collectively only 7% of the number of community hospitals 
nationwide, the ACOs form the centerpiece of the 
Affordable Care Act’s vision for the future of health care.	
!

!!
The Affordable Care Act’s Individual Mandate requires 
most people in the United States to obtain a qualified 
health plan (“QHP”) or pay a penalty.  To avoid the 
mandate’s mulct, the plan must contain at least the ten 
essential health benefits.  Those who obtain neither health 
plan or exemption face a penalty in the greater amount of 
(1) $695 in 2016 (starting at $95 in 2014) or (2) 2.5% of a 
household’s adjusted gross income (starting at 1% in 2014), 
capped at $204/month or $2,448/year in 2014 for 
individuals and $1,020/month or $12,240/year in 2014 for 
a family of five or more.  The penalty is limited by the 
annual national average premium for QHPs with a bronze 
level of coverage.	
!!!!!!!!!!!!!!!!
The penalty under the Individual Mandate relates to the 
national average premium amount, which can only set rates 
by considering four factors:  (1) the rating area; (2) age; (3) 
tobacco use; and (4) family size.  While rating areas include 
geographic regions for all or part of a state, premium rates 
for adults may vary as much as three to one in the same 
rating area, although premiums for those individuals under 
21 can only vary if supported by actuarial data. Premium 
differences due to tobacco use may vary no more than 1.5 
to 1, and larger families can stop counting at five, at least 
for purposes of calculating insurance premiums.	
!
The Federal Government estimates that from 2015 until 
2024, the Individual Mandate may yield as much as $46 
billion in penalties. Unauthorized immigrants, individuals 
with low income who do not file tax returns, individuals 
below the federal poverty guidelines and fail to qualify for 
Medicaid (usually because the state where they reside has 
failed to expand eligibility under the Affordable Care Act), 
individuals residing outside of the United States, those 
incarcerated within the nation, and members of Indian 
tribes remain exempt from any penalty under the 
Individual Mandate.   Of the estimated 30 million to be 
uninsured in 2016, only 4 million are expected to pay a 
penalty from the Individual Mandate.	
!
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MEDICARE’S ACCOUNTABLE CARE 
ORGANIZATIONS

UNDERSTANDING THE INDIVIDUAL 
MANDATE AND ITS PENALTIES
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“The darkest places in hell are reserved for those who maintain their neutrality in times of moral crisis.”   
— Dante Alighieri  !

The end of summer brings with it change across the United States.  Children and many young adults prepare themselves 
for the new school year, professional baseball players set their sights on what has come to be known as the Fall Classic, 
and foliage undergoes the first stages of fall’s impending metamorphosis. For America’s health care professionals, August 
has also become synonymous with the release of the final rule from the Centers of Medicare & Medicaid Services 
(“CMS”), which covers the Medicare Program’s Hospital Inpatient Prospective Payment Systems for Acute Care 
Hospitals (“IPPS”), and sets the rules of the game for those in the field, at least for the upcoming year.  	
!
Including such updates to the hospital IPPS for operating and capital-related costs as CMS continues to implement the 
Affordable Care Act, changes relating to graduate medical education and indirect medical education payments, revisions 
to the Hospital Value-Based Purchasing (“VBP”) Program, the Hospital Readmissions Reduction Program (“HRRP”), and 
the Hospital-Acquired Condition (“HAC”) Reduction Program, technical corrections to the provider administrative 
appeals and judicial review process, expanded use of Medicare Advantage (“MA”) risk adjustment data, not to mention 
the alignment of reporting and submission timelines for quality measures within the Medicare E.H.R. Incentive Program 
and IQR Program, this is one millenary regulation not to be missed. For those who may shy away from such Federal 
Register epics, the following is a brief overview of two critical topics:	
!
Hospital Readmissions Reduction Program:  Previously, the Hospital RRP penalized medical facilities by reducing a 
hospital’s base operating diagnosis-related group (“DRG”) payment for certain excess readmissions, including acute 
myocardial infarction, heart failure, and pneumonia. In FY 2015, CMS will calculate aggregate payments for excess 
readmissions by using the following formula:	
!!!!!!!!!!!
Hospital Value-Based Purchasing Program:  Nearing its third year, the Hospital VBP Program is expected to reduce 
hospital reimbursements by 1.5% in October, creating a bonus pool for those providers who successfully navigate 
through clinical measures, patient satisfaction, and efficiency in their quest for that Holy Grail of Health Care known as 
the Total Performance Score (“TPS”).  With a FY 2015 overall reduction estimated at $1.4 billion, hospitals have ample 
incentive to improve patient outcomes, safety and the overall experience of care.  Starting in FY 2015, the TPS under the 
Hospital VBP will be calculated as follows:  (1) Process of Care = 20%; (2) Patient Experience of Care = 30%; (3) Patient 
Outcomes = 30%; and (4) Efficiency = 20%.  	
 !This article was first published in Corporate Compliance Insights in September 2014.  

MEDICARE:  THE GIFT THAT KEEPS ON GIVING
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ABOUT GARNER HEALTH CONSULTING	
!We are a health care consulting firm offering an array of short and long-term solutions in response to the fluid 

structure of health care reform.  We blend administrative, legal and time-tested experience to help you succeed.	
!
• In-depth analyses for health care mergers and acquisitions, including fair market value studies, and other valuation/appraisal 

services for hospitals, physicians, physician groups, nursing homes and clinics	

• Personalized compliance programs designed to navigate through the labyrinth of today’s regulatory changes	

• Interim Management of health care institutions due to financial difficulties, regulatory concerns, or issues resulting from 

changes in the contemporary health care structure	

• Litigation support and expert consulting	


Achieving compliance and understanding the health care industry is the first step toward protecting your bottom 
line.	


• Aggregate payments for excess readmissions = [sum of base operating DRG payments for AMI x (Excess Readmissions Ratio for 
AMI-1)] + [sum of base operating DRG payments for HF x (Excess Readmissions Ratio for HF-1)] + [sum of base operating 
DRG payments for PN x (Excess Readmissions Ratio for PN-1)] + [sum of base operating DRG payments for COPD) x (Excess 
Readmissions Ratio for COPD-1)] + [sum of base operating DRG payments for THA/TKA x (Excess Readmissions Ratio for THA/
TKA-1)].	
!• Aggregate payments for all discharges = sum of base operating DRG payments for all discharges.	
!• Ratio = 1- (Aggregate payments for excess readmissions/Aggregate payments for all discharges).	
!• Proposed Readmissions Adjustment Factor for FY 2015 is the higher of the ratio or 0.9700.

310-458-1560 | CRAIG@GARNERHEALTH.COM | WWW.GARNERHEALTHCONSULTING.COM

http://www.garnerhealthconsulting.com

