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. What All ACOs Have in Common
. Before You Sign Anything

You’re not being paid differently
because medicine changed —
you’'re being paid differently

because costs didn’t.”
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Health Spend Per Capita: 1970-2024
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Health Care Purchasers: 2023

Total =
$4.1 trillion

Private

Insurance
32%

The federal government Medicaid Out of Pocket
is responsible for 50% 19% 12%
of the spend
Medicare CHIP, DOD, VA - 4%
23%
Other - 9%

Health Care Spending and the Medicare Program, MedPAC, July 2025
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Medicare Advantage

Roughly 51% of all eligible
Medicare beneficiaries are MA Beneficiaries (in Millions) 33.1 344

enrolled in MA. gy O
26.4
24
. ‘ 21.9
MA 1s growing at a faster pace than _—
FFS (traditional) Medicare gy LA S0
T 12.8 14.1
MedPAC estimates that MA plans
are responsible for 20% more
spending than similar beneficiaries

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

in traditional Medicare.
MedPAC Data Book: Health Care Spending and the Medicare Program, July 2025
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Texas MA Penetration (55%)

Potter
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6,500 (51%)
Bexar

Maverick 190,880 (58%) Harris

8,697 (76%) 400,235 (61%)
NGl
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~—

CMS.gov: MA State/County Penetration — Jan. 2026




Commercial Plans

Affordability pressure 1s driving regulatory policy and market
trends:

- Premium driven market

- Cost pressure from employers
- Issues with leakage

- Fewer opportunities for VBC

TEXAS MEDICAL ASSOCIATION



2026 Legislative Interim Studies

Texas Senate

- Drivers of rising health care costs
- Strategies to lower spending

- More flexible plan options

Texas House

- Employer coverage (small and midsize)
- Cost drivers and access to coverage

- Improve affordability and competition
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. Cost-of Care Realities

. What is Value-Based Care?
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Most of us have been practicing
this way clinically for years —
we just didn’t call it
value-based care.
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CATEGORY 1 CATEGORY 2
FEE FOR SERVICE - FEE FOR SERVICE -
NO LINKTO LINK TO QUALITY
QUALITY & VALUE & VALUE
A

Foundational Payments
for Infrastructure &

Operations

(e.g., care coordination fees
and payments for HIT
investments)

B
Pay for Reporting

(e.g., bonuses for reporting
data or penalties for not
reporting data)

G

Pay-for-Performance

(e.g., bonuses for quality
performance)

CATEGORY 3

APMS BUILT ON
FEE -FOR-SERVICE
ARCHITECTURE

A

APMs with Shared
Savings

(e.g., shared savings with
upside risk only)

APMs with Shared
Savings and Downside
Risk

(e.g., episode-based
payments for procedures
and comprehensive
payments with upside and
downside risk)

CATEGORY 4

POPULATION -
BASED PAYMENT

A

Condition-Specific
Population-Based
Payment

(e.g., per member per month
payments, payments for
specialty services, such as
oncology or mental health)

Comprehensive
Population-Based
Payment

(e.g., global budgets or
full/percent of premium
payments)

&

Integrated Finance
& Delivery System

(e.g., global budgets or

full/percent of premium

payments in integrated
systems)




Category 1: Fee For Service

Working Harder to Get Paid

No link to quality or ¢ Medicare fee schedule not tied to inflation
value * Medicare’s 2026 efficiency adjustment (-2.5%) for 7,000+ codes
* Site of service differentials
* Increased prior authorizations and retrospective denials
* Downcoding
* Medical records requests and audits
* Payment recoupments
* Tiered, preferred, and narrow networks
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Category 2: FFS Linked to Quality

A. Foundational Care coordination fees/or =~ Medicare: Advanced Payment
Payments practice support payments  Commercial: sophisticated groups
B. Pay For Reporting Bonuses for submitting MA: Star measures
data (or penalties for no Medicaid HEDIS measures
reporting)

C. Pay For Performance Bonuses or penalties for Medicare: MIPS and MVPs
achieving quality targets MA: Star measures
Medicaid: HEDIS measures
A Commercial: HEDIS/Utilization
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Merit-Based Incentive Payment System

* Under MIPS, your Medicare
payment 1S adjusted based on how
you perform in quality, cost,
interoperability and practice
improvement categories. 2019 2020 2021 2022+

(2017) (2018) (2019) (2020+)

* AMA estimates cost of
compliance at $12,800 per

physician per year and 53 hours
of work

2025 Adjustment:
+2.15% for a perfect score
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MIPS Value Pathways

= MVPs were introduced 1n 2023 as an alternative to MIPS.

= More clinically relevant (specialty/condition-based)

= Voluntary, but CMS signaled it will replace MIPS as early as 2029.
* You can still report MIPS or MVP for now and the best score counts.

* MVPs make MIPS better....but they don’t change what MIPS is.
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Ambulatory Specialty Model

= A mandatory model (for chosen locales) beginning HO“St}Hl, Pasadena, The Woodlands
. Amarillo
Jan. 1, 2027, and running five years. R
College Station-Bryan
= Focus 1s on low back and heart failure with a 20- Corpus Christi
patient minimum threshold over a 12-month period. Dallas-Plano-Irving
Fredericksburg
. : . Kerrville
= This applies at the individual (NPI) level; not group Infin
reporting (TIN). McAllen-Edinburg-Mission
Paris

= Follow the MIPS incentive/penalty payment structure :;2 ﬁgj;‘;ﬂ;: STl

starting at plus or negative 9% the first year. Texarkana

Tyler

= Participants are exempt from MIPS participation. Wichita Falls
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Category 3: APMs Based on FFS

A. APMs with Shared  If spending is lower, you Medicare Shared Savings Program

Savings shared in savings. If Texas Medicaid
spending 1s higher, nothing =~ MA and Commercial — glide path
happens.
B. APMs with Up and  If spending 1s lower, you Medicare: MSSP/CMMI Models
Downside Risk win. If spending is higher, Medicare Advantage
you pay back money. Medicaid
Commercial
A



Category 4: Population-Based Payment

A. Condition-Specific Population-Based Some Medicare
Payment CMMI models
B. Comprehensive Population-Based More common for Capitation
Payment large groups and Global budgets
narrow networks Delegated Entities
C. Integrated Finance & Delivery Systems Kaiser-style models
Health system paid

% of premiums
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VBC is where good care starts to
align with good economics
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MSSP 2024 Performance Year Results

= ACO’s achieved the highest rates of shared savings since the inception of
the program - $6.5 Billion

= Medicare saved $2.4 billion in net savings

= Out 0f 476 ACOs (75%), earned performance payments totaling $4.1
billion. These groups covered 10.3 million lives.

= Only 16 ACOs owed shared losses totaling $20.3 million.

* Low revenue ACOs continue to outperform high revenue ACOs,
generating $316 vs $175 net per capita savings.

A
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Quality Impact on Shared Savings

Quality Measures Year 1 Year 2 Year 3
Achieved Percent of Shared Savings | Percent of Shared Savings | Percent of Shared Savings
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MA Health Plan: P4P Quality Bonus

mm

ACE/ARB Medication Adherence
Breast Cancer Screening

Colorectal Cancer Screening
Controlling High Blood Pressure
Diabetes: Blood Sugar Controlled
Diabetes: Eye Exam

Diabetes: Medication Adherence
Diabetes: Statin Use

Medication Reconciliation: Post Discharge
Chronic Visits: Both Visits Complete
Inpatient (Acute) Admits per 1,000
Office Visits

Plan All-Cause Readmission

Rx Generic Dispensing Rate

67
320
401
209
209
180
172

75
350

9,522

735
40

32,439

60
217
281
146
161
146
147

57
324

95
683

5
29,886

85%
90%
68%
73%
70%
77%
81%
85%
76%
93%

119.72
93%
10%
92%

82%
78%
72%
75%
76%
73%
81%
78%
64%
90%

170
90%
10%
90%

84%
81%
77%
81%
80%
77%
84%
80%
71%

85%
84%
81%
86%
84%
81%
86%
82%
77%

Quality Bonus:
$74,272
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— it’s doing the basics
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What Makes the RGV Unique?

* MA penetration among highest in Texas and the U.S.
 High chronic disease burden

» Medicaid/dual populations

« Strong family/community ties

* Need for bilingual/community outreach

* Huge upside from coordinated care
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Team-Based Care
A physician-led team

Medicare advantage outreach staff

Community health workers
Nurse care managers

Gap alerts from desk staff
Pharmacists

Hospitalists

Data analytics team
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Clinical Strategies

= Annual Wellness Visits

= Chronic care management
= Medication reconciliation
= Same-day access to care

= Post-discharge follow-up
= Referral management

= High-risk patient outreach

A
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