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Pendulum Mission

mphasi ze patient care needs and quality improvement
eturn physicians to a meaningful role in financing
are

ng term goal to make physician and physician

fiven erganizations self reliant in achanging market




Background

gan offering temporary management startup
turnaround projects in 1981
* Jexas
e Connecticut
e [|linois

Nisconsin

M innesota
New Y ork

Kansas

Callfermia



DULUM .
E@N 1 Current Projects

* Physicians of Wisconsin. A coalition of 4 |PAsIn
Milwaukee asked PHDC to take over management of the
company that now represents 12 HCOs with over 3000
physicians

* |n the process of working with a health system to buy out
physician owned health plan and restore it to profitability

* Attracting venture capital to create adefined contrilbution
plan fer direct contracting hetween physicians and
employersin rurall andisecondary markets



DULUM
E@N = What We Have L earned

* Physicians are looking for short term solutions to long
term problems

* |mimanaged care arrangements fee schedul e increases and
contract terms do not yield as much as medical
management Improvements

* Organizational barriers and political/emotional responses
to business situations ruin otherwise successful ventures

* Good people make the difference
e SUCCESS IS moere amatter of trust than It IS resources



@ - bA Due Diligence

o [Cack key reports and ratios to determine solvency

* (Cash instead of accrual accounting for arisk
@rganization Is dangerous

* No withhold being funded?
o |[BNR is an unknown?

* 140% of Medicare Is a good contract but will net |ast
forever

* Overstaffied, especiially withirecent dropiin enrolliment
* Relienrall problems are driving up medicall expenses costs



DULUM . - .
E@N = Questions Remaining

* Claims by account both paid and unpaid ?

* Breakdown of CPT codes against charges?

* Estimate of underpayments?

* Estimate of overpayments?

* Review of physician contractual ebligations needed?
* \Who are owners versus participants?

* \What Isthe level of cap deductions remaining and how
wi ll it be reconciled?

» \What Isthe plan i this tiend can net lbe turmed areund?



Options

\__ -

L]
QLT’?: » Revitalize the |PA through new management
-,
’Q Close the [PA

‘/ % * Reconstruct a new |PA under new management




How the PHDC System Works

IPAS
*Credentialing
Eligibility Verification
*Decision Making
*Claims Adjudication
*Managed Care
Contract Administration
*Mgjority of FTES
Involved in Process




Technology ReducesFTE

PEIL
*Technology for
Cleaning Claims

*Claims Information

|PAs eDatabase
*Credentialing *Reporting
*Eligibility Verification L imited Data Entry
*Decision Making
*Claims Adjudication

*Managed Care
Contract Administration
*Mgjority of FTEs

Involved in Process



Add the Critical Dimension of
M edical M anagement

PE]
*Technology for
Cleaning Claims

*Claims Information

|PAs *Database
«Credentialing *Reporting
*Eligibility Verification -Limited Data Entry
*Decision Making *Provider Profiling
*Claims Adjudication *Disease Management
*Managed Care *Outcomes Reporting

Contract Administration
*Mgority of FTES
Involved in Process

*Surrogate M.D.



sEncounter
Processing and Coding
*Medical Records
*Human Resources
*Cash Management

PE]
*Technology for
Cleaning Claims

*Claims Information
|PAS sDatabase

*Credentialing *Reporting
*Eligibility Verification L imited Data Entry
*Decision Making *Provider Profiling
*Claims Adjudication *Disease Management
*Managed Care *Outcomes Reporting

Contract Administration
*Mgjority of FTEs
Involved in Process

*Surrogate M.D.



*Encounter
Processing and Coding MSOs
*Medical Records

IPAS
*Human Resources
*Cash Management OIS
PHOs
PE]
Technology for
Cleaning Claims
*Claims Information
|PAS *Database
«Credentialing *Reporting
Eligibility Verification L imited Data Entry
*Decision Making *Provider Profiling
*Claims Adjudication *Disease Management
*Managed Care *Outcomes Reporting

Contract Administration
*Mgjority of FTEs
Involved in Process

*Surrogate M.D.



Encounter

Processing and Coding MSOS
‘ *Medical Records
*Human Resources IPAs T h e
«Cash Management PSNs
oE| PHos  Market
Technology for
Cleaning Claims
«Claims Information Insurance
IPAs eDatabase HMOs
«Eligibility Verification -Limited Data Entry IDS

*Decision Making *Provider Profiling
*Claims Adjudication «Disease Management
*Managed Care . sOutcomes Reporting

Contract Administration
*Magority of FTES
Involved in Process

eSurrogate M.D.



*Encounter
Processing and Coding MSOs
*Medical Records

IPAS
*Human Resources
*Cash Management OIS
PHOs
PE]
*Technology for
Cleaning Claims
*Claims Information Ireurence
|PAS Dt HMOs
-Credentialing *Reporting PSOs
*Eligibility Verification oL imited Data Entry IDS
*Decision Making *Provider Profiling
*Claims Adjudication *Disease Management
*Managed Care *Outcomes Reporting

Contract Administration
*Mgjority of FTEs
Involved in Process

*Surrogate M.D.



How Is This Done?

(Example)
PHDC Technology Alliance
Clearinghouse Bank Partner
Submit I Initial Price Claim/
Claim Setup Process Claim Work AR
Review/Enter
EOBs
Process (?heenc?(ECCc))EiS/ Work Adjustment
thru 1PA t0 PEI or Claim Lines
I Adjudicate Partner Recancile
Chneck to: EOBS

Distribute: Claim
| ock Box Ty
RO DO Run ,Jn,JI 1 d-msd

Bayment
ECE

Warehouse
Clams




P

Comparison Of Health Plan
Reimbursement By Specialty

Contract 1 Contract 2 Contract 3 Contract 4
Withhold Amount: No 5.00% No No
Administrative Fee: No 10.00% No No
Specialty
reimbursed - Specialty 5.6% 2.25% 112.96% 52.99%
al $1,637,197.00 $6,448,642.00 $8,247,710.00  $6,856,768.82
e Total 4,797,818.09 4,797,818.09 4,797,818.09 4,797,818.09
y Total 8,753,945.00 8,753,945.00 8,753,945.00 8,753,945.00
Reimbursed - Medicare 34.12% 134.41% 171.91% 142.91%
Reimbursed - Specialty 18.70% 1.82% 94.21% 78.32%
0TO
Plan Total 279,381.00 910,161.00 1,308,284.00 925,241.34
Medicare Total 620,909.27 620,909.27 620,909.27 620,909.27

el




Aged Accounts Recelvable:
Detail By Days Past Due

23456 1212457

02/17/00

$101.00

$105.00

$101.00

fgrt45362 8521477

02/17/00

125.00

114.00

114.00

Provider Network of America
223376
srt5890
srt5890

Private Healthcare Systems
19876

3792

224978

TOTALS: 11

$226.00

$219.00

PEI Claim Date of Submitted Allowed Current 31 to 60 Past Due Over 90
Number Service Amount Amount from 0to 30 Days 61 to 90 DEVR
Contract DEVE] DEVE]
5874211 01/04/00 $58.00 $54.00 $54.00
5874211 01/04/00 5.00 5.00 5.00
1547899 01/15/00 58.00 54.00 54.00
1547899 01/15/00 4.00 1.95 1.95
55541245 12/18/99 58.00 54.00 54.00
5487545 02/01/00 37.13 37.00 37.00
5487545 02/01/00 14.78 14.78 14.78
$234.91 $220.73

=~ INoter Amount
allowWed IS more:
tan sunmitte
charge. [nsu
Will pay/tne;Iesser:
Off the eI ameunts;



Contract Compliance Monitoring

(Example)
HCFA 1500
Date of Service: 2/3/00

PT Code Description Billed Amount

63030 Laminotomy $1,500.00 e

11402 Excision of lesion, trunk $100.00 |

Check Payment Rules: | : Check Fee Schedules:

~» Multiple surgeries on same day i : [
- » First surgery - 100% of fee schedule : ! 63030 $1.098.40 i
. Secondsurg . : ' '¢00 11 :
. ° Additional

Under payment
$111.03



Total
Episodes
fection 1,045
Jjt.dis) 88
957
Wound/Injury 466
Shortness of Breath 116
Acute Sprain/Strain
Psychotic/Major Depr
Chest Pain
Bursitis/Synovitis
General Medical Exa
Other Skin Disorders
Diabetes

Benign Neoplasm
Headache

%

3.61
0.30
3.30
161
0.40

Network Report

Total Charges

Isode Freguency and Charges by Condition

Average Charges per Episode

Overall

$278,024
274,780
265,768
263,078
254,448

%

153
151
1.46
1.44
1.40

Professional ~ Facility ~ Meds

$70,698 $177,197 $30,128
106,605 140,717 27,459
146,706 42,312 76,750
117,990 128,594 16,495

36,176 213,226 5,046

Overall ~ Professional  Facility —Meds

$266 $68 $170 $29
3123  $1211 1,599 312
278 153 44 80
565 253 276 35
2,194 312 1,838 44




| nsufficient Fee Analysis Details:
Contract: DMC Insurance

Medical Group: Cardiology
Contract: DMC Insurance

ket Contract All PPO Contracts
Charge Contracted % Reimb Contract 1 Contract 2 Contract 3 Mean
$2,190.00 $1,22400 55.89% | (Cont1) $1,971.00 (Cont2)  $1,861.50 (Cont7)  $1,839.60 $1,890.70
545.00 14400  26.42% | (Cont 1) 490.50 (Cont2) 463.25 (Cont7) 457.80 470.52
2,450.00 0.00 0.00% | (Cont 1) 2,205.00 (Cont5) 2,159.02 (Cont2) 2,08250 214884
2,250.00 765.00  34.00% | (Cont 1) 2,025.00 (Cont2) 1,912.50 (Cont7) 1,890.00 1,942.50
35474 39  2,250.00 935.00  41.55% | (Cont 1) 2,025.00 (Cont2) 1,912.50 (Cont7) 1,890.00 1,942.50
36200 102 535.00 340.00  63.55% | (Cont 1) 481.50 (Cont2) 454.75 (Cont7) 449.40 461.88
71020 2,581 85.00 58.00  68.23% | (Cont 1) 76.50 (Cont2) 72.25 (Cont7) 71.40 73.38
78465 1,906 | 1,090.00 761.00  69.81% 1,007.00 981.00 926.50 971.50
78472 277
78990 1,085
92960 117
92982 859
92995 84
93000 5,893

Note: Withhold and Administrative: Fee not: Deducted:



Clinical Practice Summary

Shieldiig of Care for Episodes of Low Back Pain Disorder

Your Avg Cost
Episodes per Episode

$2,184 21% $199
$10,463 100% $951

Your Avg Cost
Episodes % per Episode

Sole Care Pr
Referred fro
Referred to



Clinical Practice Summary

Shieldiig of Care for Episodes of Low Back Pain Disorder

Leading Specialties Shared Episodes
Involved in Shared Care Number Percent

Episodes by Severity

15 1

10 1

Psychiatry 36%
Anesthesiolog

Orthopedic Su
Rheumatology i
Manipulation —

Usual  Moderate: High:  Overall

e , ot . 7/ 4 0) 11
Note: Percent of episedesinclude”Refierred from
You' and“Reéfiered to Y ou episodes.



Pendulum Package | PA Advantages
. <

I—
N

|PA Advantages

sData going in is cleaner
sCore reports become more comprehensive
*Ties physicians mor e closely to | PA
(MC and FFS)
«Sets in place future Physician driven M SO
*Direct Employer Marketing




DULUM . .
E@N | Estimating Costs

* [Depends upon which services selected

* [Depends upon volume of member months

* [Depends upon revenue per member month

* [Depends upon gross revenue

e Usually averages $5.00 to $8.00 PMPM for management fee
5% ofi gross managed care revenue for processing fee

In some cases a startupifiee s charged to downlead claims
Info and reconcile acceunts befere management agreement
takes afifiect.



Shut Down | PA

Staff termination
Equipment |leases
Reinsurance tail

Je [0 physiclians
[ on hoespitall PHO

@
—

W JJ you loose alll BCBSI |



E@NDULUM Reconstitute a New | PA Under New
M anagement

® Slrvey physicians

® Create an honorable out for those who decline to
participate

* Amend existing agreements for those who want to stay

* Consider opening panel to new doctors from other IPAS
* Consider additional risk and non risk HMO agreements
e Consider direct contracting



Next Steps

Prepare nondisclosure form for both parties
yeate agenda to decide on services

Create agenda to decide on contract terms
reate agenda to finalize costs



@Um Development Corporation

Returning Physicians I nfluence Over
the Quality and Financing of Care

DULUM

care Dcwhpment Corporation




