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ORDER ISSUING DETERMINATION REPORT
I
BACKGROUND

Pursuant to Public Act 350 of 1980, as amended (Act), being MCLA 550.1101 et seq.;
MSA 24.660 (101) et seq., the Commissioner of the Office of Financial and Insurance
Regulation (Commissioner) issued Order No. 10-001-BG on January 4, 2010, giving notice
to Blue Cross and Blue Shieid of Michigan (BCBSM), and to each person who requested a
copy of such notice, of his intent to make a determination with respect to the doctors of
osteopathy and medical doctors provider class plans for calendar years 2007 and 2008.

I |

FINDINGS OF FACT AND CONCLUSIONS OF LAW

Based upon the foregoing considerations it is FOUND and CONCLUDED that:

1. Jurisdiction and authority over this matter are vested in the Commissioner pursuant to
the Act. : ‘ '

2. BCBSM has complied with all applicable provisions of the Act.
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3. All procedural requirements of the Act have been met.

4. The staff reviewed relevant data pertaining to the doctors of osteopathy and medical
doctors provider class plans as discussed in the attached report, including any written
comments received during the input period on the provider class plans. The input
period was designed to provide the public with an opportunity to present data, views,
and arguments with respect to these provider class plans.

5. Pursuantto Section 510(2) of the Act, a copy of the determination report and this order
shall be sent to the health care corporation and each person who has requested a copy
of such determination by certified or registered mail. '

H
ORDER
Therefore, it is ORDERED that:

1. The attached doctors of osteopathy and medical doctors provider class plans
determination report shall be incorporated by reference as part of this order and shall
serve as the Commissioner's determination with respect to the doctors of osteopathy
and medical doctors provider class plans for the calendar years 2007 and 2008.

2. Pursuant to Section 510(2) of the Act, a copy of the Order and the determination report
shall be sent to BCBSM and each person who has requested a copy of such
determination by certified or registered mail.

3. Pursuant to Section 515(1) and (2), any appeal must be filed within 30 days of the date
of this determination report. The request for an appeal shall identify the issue or issues
involved and how the person is aggrieved.

The Commissioner retains jurisdiction of the matters contained.herein and the authority to
enter such further order or orders as he shall deem just, necessary and appropriate.

Ken Ross
Commissioner
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EXECUTIVE SUMMARY

Pursuant to Public Act 350 of 1980, this report provides a review and determination of whether
the arrangements Blue Cross and Blue Shield of Michigan (BCBSM) has established with
health care providers have substantially achieved the access, quality of care, and cost goals
set forth in the Nonprofit Health Care Corporation Reform Act for calendar years 2007 and
- 2008.- The statutory goals specify that these arrangements, known as provider class plans,
must assure subscribers reasonable access to, and reasonable cost and quality of, health care
services covered under BCBSM's certificates.

The analysis and determination of goal performance is based on BCBSM's 2007-2008 doctors
of osteopathy and medical doctors provider class plan annual report, additional data requested
of BCBSM, and information on file with respect to these provider class plans. This material
was supplemented as necessary by data from published sources. The determination report
- analyzes the level of achievement for each goal separately and discusses interaction and
balance among the goals.

Access Goal

- Achievement of the access goal requires BCBSM to be able to assure that, in any given area of
the state, a BCBSM member has reasonable access to physician services whenever
necessary. Inanalyzing BCBSM's performance on the access goal, consideration was given to
the formal and service benefit level participation rates of doctors of osteopathy and medical
doctors as well as participation rates by type of specialty and BCBSM’s communication
methods with both providers and members. BCBSM was able to maintain participation rates
with doctors of osteopathy and medical doctors ranging from 97% to 99% throughout Michigan
during 2007 and 2008. Enhanced member communications and effective provider
communications, reimbursement arrangements, financial programs and incentives to enhance
health care quality and safety and provider satisfaction favorably impacted BCBSM'’s goal
achievement. Based on these facts, it is determined that BCBSM met the access goal during
2007 and 2008 for both provider classes.

Quality of Care Goal

The quality of care goal requires BCBSM to assure that providers meet and abide by
reasonable standards of health care quality. To achieve this goal, BCBSM must show that it
makes providers aware of practice guidelines and protocols for physician services, that it
verifies that providers adhere to such guidelines and that it maintains effective methods of
communication with its providers. During calendar years 2007 and 2008, BCBSM has
developed initiatives to improve quality of care through demonstrated outcomes and
performance standards that will be used as a basis for future quality of care measurements. In
addition, BCBSM continued to monitor the effectiveness of physician utilization management
and quality assessment programs, maintained communication with physicians through quarterly
meetings of BCBSM'’s Physician and Professional Provider Contract Advisory Committee and
meetings with specialty societies, and maintained an appeal process for provider claims and



audit disputes. Therefore, it is determined that BCBSM met the statutory goal for calendar
years 2007 and 2008 for both the doctors of osteopathy and medical doctors provider classes.

Cost Goal

The cost goal requires that the arrangements BCBSM maintains with each provider class will
assure a rate of change in the total corporation payment per member that is not higher than the
compound rate of inflation and real economic growth. Achievement of the cost goal is
measured by application of the cost formula specified in the Act, which is estimated to be 3.8%
for the period under review. As the rate of change in the total corporation payment per member
for the doctors of osteopathy and medical doctors provider classes have been calculated to be
an increase of 8.5% and 26.4%, respectively, over the two years being reviewed, BCBSM did
not meet the cost goal stated in the Act for 2007 and 2008 for either provider class.

BCBSM's efforts are many, yet there are other factors that impact BCBSM's ability to contain
costs within the constraints of the cost goal specified in the Act. The most prominent factors
include an aging population and the overall heaith status of Michigan residents. Many Michigan
‘residents have one or more chronic conditions. Michiganders are also living longer because of
the development of cutting-edge technologies in medical diagnosis and treatment and the
significant advances made in prescription drug therapy used to treat chronic conditions. Thus,
as people with chronic conditions tend to have greater health care needs and are the most
frequent users of health care services (regardless of age); the costs associated with these

-needs are disproportionately high.

As noted in the determination report, Michigan ranks poorly on many measures of lifestyle
factors and health status related to the development of chronic conditions, including obesity,
diabetes, hypertension and cancer. Growing rates in these areas will continue to fuel increased
use of health care services by BCBSM members and will continue to be a major driver of higher

health care spending.

Because of this, it is not necessary to require that a change to the current doctors of
osteopathy and medical doctors provider ciass plans be filed pursuant to Section 511 of the
Act. BCBSM is encouraged to continue to work closely with physicians, as well as all provider
class plan groups, to find new, innovative programs and evidence based practice guidelines
that instill responsible cost controls so that all the goals and objectives of the corporation can
be achieved.

Determination Summary

In summary, BCBSM generally achieved two of the three goals of the corporation during the
two-year period under review for the doctors of osteopathy and medical doctors provider
classes. Although the doctors of osteopathy and medical doctors provider classes did not
substantially achieve the cost goal, a change in the plans is not required because, as discussed
in the body of this report, there has been competent, material, and substantial information
obtained or submitted to support a determination that the failure to achieve ali of the goals is
reasonable, due to factors listed in Section 509(4).
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Introduction

The purpose of this report is to determine whether Blue Cross and Blue Shield of Michigan
(BCBSM) met the access, quality of care, and cost goals outlined in the Nonprofit Health
Care Corporation Reform Act, MCLA 550.1101 et seq. (Act), with respect to the doctors of
osteopathy and medical doctors provider class plans for the calendar years 2007 and
2008.

in addition to the final determination, this report will: define a pfovider class plan, explain
the statutory review process, and provide a detailed summary of the data considered in
reaching the determination as well as a statement of findings, which support that

determination.

Provider Class Plans - Legal Background

Section 107(7) of the Act, defines-a provider class plan as “a document containing a
reimbursement arrangement and objectives for a provider class, and, in the case of those
providers with which a health care corporation contracts, provisions that are included in that
contract.” Simply stated, a provider class plan is a document that includes measurable
objectives for meeting the nonprofit health care corporation's access, quality of care, and
cost goals outlined in the Act.

Section 504(1) of the Act requires BCBSM to contract with or enter into a reimbursement
arrangement with providers in order to assure subscribers reasonable access to, and
reasonable cost and quality of, health care services in accordance with the following goals;

1. BCBSM must contract with or enter into reimbursement arrangements with an
appropriate number of providers throughout the state to assure the availability of
certificate covered health care services to each subscriber. Section 502(1) of the Act
specifically indicates that a participating contract with providers includes not only
agreements in which the providers agree to participate with BCBSM for all BCBSM
members being rendered care, but also agreements in which the provider agrees to
participate only on a per-case basis. Participation with BCBSM means that a provider
of health care services agrees to accept BCBSM's approved payment as payment in full
for services provided to a BCBSM member.

2. BCBSM must establish and providers must meet and abide by reasonable standards of
quality for health care services provided to members.

3. -BCBSM must compensate providers in accordance with reimbursement-arrangements
that will assure a rate of change in the total corporation payment per member to each
provider class that is not higher than the compound rate of inflation and real economic
growth.
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Section 509(4) of the Act requires the Commissioner of the Office of Financial and
Insurance Regulation (Commissioner) to consider various types of information in making a
determination with respect to the statutory goals. This information includes:

1. Annual reports filed by BCBSM, which pertain to each respective provider class;
2. Comments received from subscribers, providers, and provider organizations;

3. Heaith care legislation;
4. Demographic, epidemiological and economic trends;

5. Administrative agency or judicial actions; sudden changes in circumstances; and
changes in heaith care benefits, practices and technology.

The Commissioner shall also assure an overall balance of the goals so that one goal is not
focused on independently of the other statutory goals and so that no portion of BCBSM's
fair share of reasonable costs to the provider are borne by other health care purchasers.
After careful consideration of ail of the information that was submitted or obtained for the
record, the Commissioner must make one of the following determinations for each provider
class plan pursuant to Section 510(1) of the Act:

(a) That the provider class plan achieves the goals of the corporation as provided in
Section 504 of the Act.

(b) That although the provider class plan does not substantially achieve one or more of the
goals of the corporation, a change in the provider class plan is not required because
there has been competent, material, and substantial information obtained and
submitted to support a determination that the failure to achieve one or more of the
goals was reasonable due to the factors listed in Section 509(4) of the Act.

(c) That the provider class plan does not substantially achieve one or more of the goals of
the corporation as provided in Section 504 of the Act.

Ifthe Commissioner determines that the plan does not substantialiy achieve one or more of
the goals, without a finding that such failure was reasonable, BCBSM must transmit to the
Commissioner within six months a provider class plan that substantially achieves the goals,
achieves the objectives, and substantially overcomes the deficiencies enumerated in the
findings. If after six months or such additional time as provided for in Section 512, BCBSM
has failed to submit a revised provider class plan as stated above, the Commissioner must
then prepare a provider class plan for that provider class.
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Overview of the Doctors of Osteopathy and Medical Doctors Provider Class Plans

The doctors of osteopathy and medical doctors provider classes cover a comprehensive
range of health services including medical visits, surgery, technical surgical assistance,
psychiatric care, maternity, anesthesia, consultations; diagnostic and therapeutic x-rays,
physical therapy.and laboratory and pathology.

For the period 2007-2008, payments to doctors of osteopathy and medical doctors
represented an average of 7.1% of the total benefit payments made to health care
providers on behalf of BCBSM members. For the purpose of provider class plan reviews by
the Office of Financial and Insurance Regulation {OFIR), paid claims data are categorized
by nine geographic regions. A map, which depicts these geographic regions, is included in
Attachment A.

'BCBSM’s only qualification standards in order for doctors of osteopathy and medical
- doctors to participate with and receive reimbursement from BCBSM continues to be only
licensure and the signing of a BCBSM physician and professmnaf provider participation
agreement.

BCBSM states it collects provider specialty information directly from the provider on the
participation application. BCBSM acknowledges it does not have a formal recredentialing
process for doctors of osteopathy and medical doctors who participate in BCBSM's
traditional product (the subject of this determination report). BCBSM does, however,
recredential its PPO providers every three years. Since the majority of PPO physicians
also participate in BCBSM’s traditional product, specialty information is verified through the
recredentialing process for most of BCBSM'’s participating doctors of osteopathy and
medical doctors.

During the review period, reimbursement to doctors of osteopathy and medical doctors was
the lesser of the provider’s billed charges or the BCBSM maximum payment set forth in
BCBSM's Maximum Payment Schedule less any deductible or copayment that is the
member’s liability and/or any amount that BCBSM withholds to fund incentive and guality
improvement programs. BCBSM states in 2007 and 2008, fees increased an average of
2.5% per year under the Traditional Maximum Payment Schedule.

Most fees in the Maximum Payment Schedule are based on the Resource Based Relative
Value Scale (RBRVS) developed by the Centers for Medicare and Medicaid Services, in
which services are ranked according to the resources needed to provide them. Resource
values are assigned to each service based on the comparative value of all other services
and they reflect physician time, training, skill, risk, procedure complexity, practice overhead
and the cost of professional liability insurance. The relative values are then multiplied by a
BCBSM-specific conversion factor to calculate fees.
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Other factors that may be used in setting maximum payment levels include comparison to
similar services, corporate medical policy decisions, analysis of historical charge data and
geographic anomalies. BCBSM may give individual consideration to services involving
complex treatment or unusual clinical circumstances in determining a particular maximum
payment level. BCBSM may also adjust maximum payment levels based on factors such
as site of care or BCBSM payment policy.

BCBSM reimbursement for anesthesia services is based on the lesser of the provider's
billed charges or a fee based on an anesthesia formula. The fee is calculated by
multiplying a regional conversion factor by the sum of time (in 15 minute units) plus
anesthesia base units (ABUs), which is then multiplied by a percentage factor based on
whether the service is personally performed by the physician (100%) or supervised by the
physician (60%). The calculation may be stated as:

Fee = [(# time units + ABUs) x BCBSM regional conversmn factor] x percentage (i.e. 100%
or 60%) _

ABUs are obtained from the Center for Medicare and Medicaid Services; however, BCBSM
retains the option to modify them at its discretion. The conversion factors used to derive
the fees will be based on product and geographic area, with the goal of equalizing payment
~levels by geographic area over time. BCBSM reviews relative values and reimbursement
levels periodically and may adjust them as necessary.

An alternative reimbursement arrangement is available to groups through the Medical
Surgical (MS-90) program rider. The MS-90 program increases reimbursement levels for
purposes of reducing out-of-pocket payments in regions where participation rates are low.

In addition, an alternative reimbursement arrangement is available to providers in the
Upper Peninsula (UP) through the Upper Peninsula Practitioner Fee Agreement. This
agreement increases reimbursement levels for purposes of encouraging provider
participation and increasing member access in the UP. Portions of the UP maximum
payment levels may also be used by BCBSM to fund any incentive and quality
improvement programs.

During the review period, doctors of osteopathy and medical doctors could participate with
BCBSM either under its formal participation program or on a per-case basis. A formally
participating provider has signed an agreement to accept BCBSM reimbursement as
payment in full, excluding applicable co-payments or deductibles, for all covered services
rendered to BCBSM members by the provider.

‘BCBSM updated its parficipation ag reement with physicians, chiropractofs, podiatrists and
psychologists during the two year period under review. The new participation agreement
became effective on March 1, 2008. During the update process, BCBSM took into
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consideration suggestions raised by representatives of the Michigan State Medical Society
(MSMS), the Michigan Osteopathic Association (MOA) and professional organizations
representing chiropractors, podiatrists and fully licensed psychologists. The new
participation agreement incorporated policy changes and clarifications previously
communicated through BCBSM publications, more detailed explanations of contractual
terms and changes required by law.

BCBSM states it met with MSMS and MOA several times during the course of updating the
Practitioner Traditional Participating Agreement (Agreement). A few of the changes that
resulted from this collaboration included:

o A revised definition of “clean claim” _

¢ Reinstatement of dollar limit requirements for professional liability coverage
(TRUST only) and deleted requirements for tail insurance;

+ Clarified wording pertaining to misuse of the provider identification number;

e Removed language that pertained to obligations already required by law;

e Clarified language pertaining to portions of TRUST fee updates that fund the
incentive and quality improvement programs; and,

e Revised language in the non-discrimination provision

Additional MSMS and MOA input focused on the definition of a covered service. The
- current definition requires physicians to bill BCBSM and accept BCBSM's approved
amount as payment in full for members whose benefits require a 100% copayment for
office visits. While this issue is not specifically tied to the participation agreement, BCBSM
will consider their concerns in future benefit offerings.

BCBSM is required to include as part of each provider class plan its objectives toward
achieving the goals specified in the Act. BCBSM's objectives with regard to the doctors of
- osteopathy and medical doctors provider class plans are as follows:

Access:

« To provide direct reimbursement to participating providers who render medically
necessary, high-quality services to BCBSM members.

» Communicate with participating providers about coverage determinations, biliing,
benefits, provider appeals processes, BCBSM’s record keeping requirements and the
participation agreement and its administration.

e Maintain and periodically update a printed or Web site directory of participating
providers.
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Quality of Care:

e Ensure BCBSM members receive quality care by requiring participating providers to
meet BCBSM’s qualification and performance standards.

* Meetwith the Physician and Professional Provider Contract Advisory Committee on an
ongoing basis.

* Meet with specialty liaison societies to discuss issues of interest and concemn.

¢ Evaluate practice patterns with the retrospective profiling program and make the results
available annually to providers.

e Maintain and update, as necessary, an appeals process that allows participating
providers to appeal individual claims disputes and disputes regarding utilization review
audits.

Cost:

e To strive toward meeting the cost goal within the confines of Michigan and national
heailth care market conditions.

e To provide equitable reimbursement to participating providers through the
reimbursement methodology outlined in the participation agreement.

+ Make a good faith effort to enforce the per case participation provision in Section
502(1)(b) of P. A. 350 by responding to all inquires and complaints.

History of the Doctors of Osteopathy and Medica! Doctors Provider Class Plans

BCBSM had an existing reimbursement arrangement with both doctors of osteopathy and
medical doctors when the Act took effect on August 27, 1985. BCBSM first filed the
doctors of osteopathy and medical doctors provider class plans with OFIR pursuant to
Section 506(1) of the Act on May 11, 1987. Section 506(2) states:

"Upon receipt of a provider class plan, the commissioner shall examine the plan and shall
determine only if the plan contains a reimbursement arrangement and objectives for each
goal provided in Section 504, and, for those providers with which a health care corporatlon
contracts, provisions that are lncluded in that contract."

Section 506(2) further states:
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"For purposes of making the determination required by this subsection only, the
-commissioner shall liberally construe the items contained in a provider class plan.”

Since the doctors of osteopathy and medical doctors provider class plans met the filing
requirements of Section 506 of the Act stated above, OFIR notified BCBSM by letter on
May 27, 1987 that both the doctors of osteopathy and medical doctors provider class plans
were placed into effect and retained for the commissioner's records pursuant to Section
506(4).

On November 5, 1987, BCBSM amended all of its provider class plans, including the
doctors of osteopathy and medical doctors plans, to include an appeal process for
utilization review audits performed by the corporation. This amendment to the doctors of
osteopathy and medical doctors provider class plans was made by BCBSM in accordance
with Section 508(1) of the Act.

The doctors of osteopathy and medical doctors provider class plans were modified by
BCBSM on August 20, 1990, August 2, 1991, August 30, 1994, February 27, 1995, August
1, 1995 and December 30, 1996 and October 31, 1997. BCBSM made various changes
to the plans including the implementation of a new participation agreement and
reimbursement methodology, a revision to the definition of medical necessity, changes to
the participation agreement due to BCBSM's participation in the Inter-plan Teleprocessing
System and the disclosure requirements of the Blue Cross Blue Shield Association, a
change in the provider appeal process, changes to the initiatives and objectives of both
plans, and changes pertinent to a pilot program in western Michigan for anesthesia
providers.

On April 26, 2002 and November 24, 2004, BCBSM filed modifications to both plans to
include a new reimbursement methodology for anesthesia services, to include a description
of the Physician Prescribing Program and make changes to the language describing the
objectives for meeting the cost, quality of care and access goals. BCBSM again modified
both plans on October 22, 2007 to include a new provider participation agreement that
became effective on March 1, 2008. On February 13, 2008, BCBSM filed modifications to
both plans to include a separate reimbursement arrangement and participation agreement
for physicians in the Upper Peninsula that also became effective on March 1, 2008.

Subsequent to the two year period under review, BCBSM filed additional modifications to
both plans to allow BCBSM the ability to reserve a portion of the approved amount in order
to fund incentive programs. The effective date of these changes was July 1, 2009.

Review Process

On January 4, 2010, the Commissioner issued Order No. 10-001-BC, which provided
written notice to BCBSM, health care providers, and other interested parties of his intentto
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make a determination with respect to the doctors of osteopathy and medical doctors
provider class plans for the calendar years 2007 and 2008. Section 505(2) requires the
Commissioner to establish and implement procedures whereby any person may offer
advice and consultation on the development, modification, implementation, or review of a
provider class pian. Thus, Order No. 10-001-BC also called for any person with comments
on matters concerning these provider class plans to submit written comments to OFIR in
accordance with Section 505(2) of the Act by March 29, 2010.

Summary of Advice and Consultation:

No testimony was submitted with regard to BCBSM'’s doctors of osteopathy or medical
doctors provider class plans.

Discussion of Goals Achievement/Findings and Conclusions

Access Goal:

The access goal in Section 504(1) of the Act states that "[T]here wiil be an appropriate
number of providers throughout this state to assure the availability of certificate-covered
health care services to each subscriber."

In order to achieve compliance with the access goal, BCBSM needs to be able to assure,
that in any given area of the state, a BCBSM member has reasonable access to physician
services covered under the terms of that member's medical-surgical certificate whenever
such treatment is required. In analyzing BCBSM's performance on the access goal, OFIR
staff examined several aspects of how access to physician services could be obtained,
including the formal and service benefit level participation rates of providers, to get an
overall picture of how well BCBSM was assuring the availability of certificate-covered
health care services to each member throughout the state.

The formatl participation rates of doctors of osteopathy and medical doctors for calendar
vears 2007 and 2008 are presented below.
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Doctors of Osteopathy/Medical Doctors
Formal Partlt:lpatlon Rates by Geographlc Reglon

2007 2008
Nol;n;t;?r Total Participation NOL:Cn;t;?r Total | Participation
Provi Providers Rate - ) Providers Rate
roviders Providers

Region 1 10,495 10,710 98% 10,596 10,816 98%
Region 2 3,062 3,134 98% 3,150 3,228 98%
Region 3 1,228 1,252 98% 1,193 1,210 99%
Region 4 1,074 1,123 96% 1,132 | 1,167 97%
Region 5 1,971 2,019 98% 1,914 1,959 98%
Region 6 2,678 2,746 98% 2,768 2,824 98%
Region 7 1,285 1,313 98% 1,310 1,331 98%
Region 8 1,071 1,097 98% 1,067 1,087 98%
Region 9 _ 658 663 99% 612 619 99%
Statewide 23,522 24,057 98% 23,742 24,241 98%

BCBSM states that it achieved an average 98% formal participation rate among doctors of
osteopathy and medical doctors during the two-year period under review. BCBSM
experienced an overall average increase of 1.2% in the participation rates of both provider
classes from 2007 to 2008. '

Traditionally, doctors of osteopathy place special emphasis on the interrelationship of the
musculoskeletal system to other body systems. Medical doctors, on the other hand,
emphasize diagnosis, treatment of disease and other physical or mental conditions with
therapeutics in which diseases and other conditions are treated by producing a condition
incompatible with or antagonistic to the condition to be cured or alleviated. Yet, over the
last ten to fifteen years, the distinctions between both physician types have blurred with
doctors of osteopathy and allopathic physicians now practicing along side each other in
hospital based systems. Because of this, when looking at BCBSM’s formal participation
rates by provider specialty, it makes sense to look at participation rates by physician
specialty on a combined basis.

The 2008 formal participation rates by specialty type, by region, are shown in Exhibit A.
The data illustrate that over 93% of physicians who provide primary care services (e.g.
general practice, family practice, internal medicine and pediatrics) formally participate with
BCBSM. This is an important consideration in assessing access to care for both physician
~ classes as these primary care physicians typlcaﬂy provide most of the health care services

received by patients and/or direct the manner in which patients receive specialty care
services through the referral patterns they have established within the physician
community.
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Another way to assess the availability of doctors of osteopathy and medical doctors is by
looking at BCBSM'’s per-case participation rates. BCBSM utilizes “service benefit level
rates” as a means to measure financial access because it shows what proportion of
certificate covered health services were made available to members without them incurring
any out-of-pocket expense. The phrase “service benefit level rate” refers to the percentage
of services paid to providers participating with BCBSM on either a formal or per-case basis
who accepted BCBSM payment as payment in full. The service benefit level rates for
doctors of osteopathy and medical doctors for 2007 and 2008 are illustrated below. The
data shows that physicians generally accepted BCBSM reimbursement for over nine out of
every ten services rendered to BCBSM members throughout the two year period under

review.

Doctors of Osteopathy/Medical Doctors
Service Benefit Levels of Participation by Geographic Region

: 2007 § 2008

Services Service Services Service

Paid in S;‘\’Ifi;s Benefit Paid in S;‘\’Jtz'e o | Benefit

Full Rates Full Rates
Region 1 | 1,284,197 | 1,321,692 97% 1,325,644 | 1,356,176 98%
Region 2 203,346 205,454 99% 197,143 198,606 99%
Region 3 165,445 166,195 100% 154,347 155,043 100%
Region 4 110,844 112,549 98% 104,190 105,467 99%
Region 5 229,316 231,063 99% 205,405 208,862 99%
Region 6 366,297 369,300 99% 318,413 320,847 99%
Region 7 152,852 153,936 99% 121,129 121,921 99%
Region 8 111,949 112,599 99% 102,827 103,312 100%
Region 9 33,670 33,675 100% 28,415 28,418 100%
Statewide | 2,657,916 | 2,706,463 98% 2,557,503 | 2,596,652 98%

Exhibit A to this determination report includes the formal participation rates for doctors of
osteopathy and medical doctors by specialty, by region. Basically BCBSM's participation
rates by speciaity have remained consistent since the last review of the doctors of
osteopathy and medical doctors provider class plans.

BCBSM encourages its members to confirm the participation status of their physician
before they receive services, particularly if their regular physician refers them for specialty
care. BCBSM members can obtain current participating physician information by calling
BCBSM's toll-free customer service number. Current participating physician information is
also now available on BCBSM's website at www.bcbhsm.com. BCBSM notes that its
website directory is updated on a weekly basis and thus provides a great resource to
BCBSM members seeking out physician and professional providers.

10
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BCBSM states that its web link at www.bcbsm.com offers both providers and members
easy access to valuable information that supports and educates them in-their relationship
with BCBSM. . _ _ . N

Providers have online access to enroliment, credentialing, Value Partnerships (including
Physician Group Incentive Program and Collaborative Quality Initiatives), referral forms,
provider publications such as Physician Update and Record, web-DENIS and provider
secured services including online payments and electronic vouchers and patient eligibility
and benefit information.

BCBSM members can use BCBSM'’s website’s member secured services portal to verify
eligibility and coverage for each member on a contract, request identification cards, access
Explanation of Benefits (EOB) statements, complete a health assessment and research
heaith conditions. BCBSM states members have access to provider directories, programs
to manage health (including a health coach hot line and smoking cessation program),
information on how to file claims, inquire about the status of a claim and file an appeal
regarding claims payment and benefit issues all without going into the secured
environment. The provider directory allows members to search for providers, including
doctors of osteopathy and medical doctors, by health plan, specialty and county in which
they are located. The tool also provides mformatlon on office hours, languages. spoken
‘and hospital afﬁhataon and includes printable maps and driving dlrectlons

A section entitled Helping Members Save Money prowdes information on the following
programs available to BCBSM members:

« Blue365 offers savings and discounts -on weight loss programs, gym
memberships, travel and family care.

» BlueSafe®™ for Michigan, a discount program offered by participating Michigan
retailers, saves members money on safety and health equipment such as bike

helmets and life vests.

e Naturally Blue® provides discounts to BCBSM members on complementary
health services such as acupuncture, exercise, diet and supplement advisors,
massage, mind/body relaxation techniques and wellness/fithess centers.

« BCBSM members receive a discount on Weight Watchers membership fees.

BCBSM states that enhanced channels of communication also helped establish and
maintain a good rapport with participating providers. During the two year period under
review, all providers received BCBSM's monthly newsletter, The Record, which
communicates important, current information pertinent o the timely and efficient servicing
of BCBSM members, including billing, reimbursement, policy changes, group-specific
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benefit changes and other proVider-specific information. The Record was created with
input from provider focus groups as an ongoing effort to improve communications with
providers and to make BCBSM information more accessible to them.

In January 2007, BCBSM added “Record Select”, an online service that allows providers to
select pertinent articles by category. The articles are compiled monthly and held until
BCBSM notifies the providers through e-mail when the articles are available. The articles
can be reviewed online or downloaded and saved to a personal computer. |n total, more
than 2,000 providers have signed up for this service.

Doctors of osteopathy and medical doctors also receive Physician Update, a monthly
newsletter from BCBSM’s corporate medical director. This publication provides an
executive summary of important medicai topics of interest and BCBSM programs for
physicians and hospital executives. Physicians were also able to access a comprehensive
online provider manual on web-DENIS, which contains detailed instructions for servicing
BCBSM members. The manual is updated as necessary, allowing providers to obtain
information on a real time basis.

BCBSM's Provider Training Department was responsible for developing, distributing and
training on the basics of BCBSM policies and any new issues that impact providers and
their billing and office staffs. Training is available electronically on.the internet as wellas in
a classroom setting. Seminars were available on various topics such as how to use web-
DENIS, benefits, billing, claims processing and adjustments. BCBSM’s Provider Training
Department assisted more than 3,000 providers during the two year period under review.

BCBSM's Provider Consulting Services increased provider satisfaction by building
relationships through enhanced visibility, communication and consultative services.
‘Provider consultants advocate for the priority and resolution of issues identified by
providers to assure their needs are communicated to and acted upon by BCBSM.
Consultants assisted physicians with complex billing issues, answered their benefit
questions and educated their staffs on billing policies and procedures. Consultants also
provided written materials that may help providers’ staffs in their daily work. If the Provider
Inquiry and Provider Consulting Services departments could not resolve the issue,
BCBSM's Physician Ombudsman Office was also available to assist physicians.

Web-DENIS offers BCBSM physicians an Internet-based program via a secured provider
portal on www.bchsm.com. This program provides a quick delivery of contract eligibility,
claims status, online manuals, newsletters, fee schedules, medical and benefit policy
information for any procedure or revenue code, reports and much more information needed
to make doing business with BCBSM easjer. During 2008, BCBSM introduced a new |
search tool, Explainer, to web-DENIS. Explainer offers more information than the previous
search tool and includes medical, benefit and payment policy information. Payment policy
information provides member cost-sharing and dollar maximums with detail available at the
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procedure and revenue code levels for selected time periods. Also during 2008, BCBSM
simplified web-DENIS by standardizing the look of the screens for members’ claims
processed on the local and NASCO claims systems.

CAREN", BCBSM's integrated voice response system, receives 5 million calls from
- providers each year and provides information on eligibility, benefits, deductibles and
copayments. In 2007, a new CAREN" Inquiry Process was implemented using the new
CAREN" Inquiry Submission form and automated software. The new form is available on
the Provider Services portal and provides one point of contact. This central point of
contact automatically routes inquiries for appropriate handling and resolution.

In 2008, physician offices were surveyed to monitor office and billing manager satisfaction
with BCBSM. Most notable in comparing results from earlier surveys is that most
satisfaction ratings remain in the moderate range. Areas of significant improvement from
2007 include the likelihood to continue their relationship with BCBSM, ease of doing
business with BCBSM and ease of obtaining patient eligibility information. Those surveyed
indicated they wanted improvements in the customer service provided by BCBSM as well
as improvements in payments, billing and claims processing.

BCBSM conducted a physician experience survey in 2007. The primary objective of the
survey was to evaluate physicians’ attitudes toward BCBSM and their relationship with

BCBSM in the following areas:

¢ Overall satisfaction
e Billing, claims and issue resolution
¢ Information and services provide by BCBSM

In 2007, 73% of physicians were satisfied with BCBSM as a whole and 72% were satisfied
with the ease of doing business with BCBSM. Those surveyed indicated the most
important issue BCBSM should address is to provide faster service and a resolution to
issues in a timely manner. Physicians also indicated they would like better communication
from BCBSM to providers and subscribers.

To better serve its communities and customers,‘ BCBSM promotes business relationships
with providers so they wili:

+ Collaborate with BCBSM to improve the health status of patients and the quality
and cost effectiveness of care

e Help BCBSM deliver outstanding customer service to members

¢ Value BCBSM as a health plan of choice and recommend it to patients and
others.
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During the two year period under review, BCBSM'’s key initiatives to improve provider
expenence mcluded

. Spemaity serwcmg pilot project for pedlatrlctans enabling them to receive all
their pediatric specialty administrative support services from a single BCBSM
team. The program was later expanded to include any primary care practice
that treats children.

o Physician Appreciation Week, in March 2007 and 2008, allowing BCBSM to
show these important stakeholders how much BCBSM values them. Provider
consultants visited 1,291 physician offices in 2007 and 763 physician offices in
2008.

» The Executive Outreach Program which helped to develop long-term
collaborative relationships with physicians and hospital leadership. Since the
program began in September 2007, BCBSM executives have met with these
stakehoiders a total of 123 times. BCBSM states from its surveys of hospital
CEOs, BCBSM learned they wanted a relationship with BCBSM outside of the
contract administration process. The meetings conducted as part of the
Executive Outreach Program have strengthened BCBSM's relationships with:
hospital leaders and served as a useful forum for the exchange of ideas.

BCBSM states that physicians groups were taken out of the Executive Outreach
Program in 2009 so BCBSM could focus on their issues through the Physician
Group Incentive Program. At the same time, large hospital systems were also
excluded from the program because they have a high level of contact with
BCBSM senior executives. [n 2009, 69 visits were conducted with senior
management from hospitals that remain in the program. These visits focused on
relationship building, sharing information on BCBSM'’s social mission initiatives
and resolving specific claims issues.

o The Provider Outreach Fairs allowed providers and their staff to meet with
BCBSM in an informal, education setting to discuss web-Denis, providertrainln%
electronic data interchange, provider consulting services and BlueCard".
BCBSM held a total of 19 Provider Outreach Fairs during 2007 and 2008, which
attracted approximately 2,800 attendees representing all provider types.

o BCBSM implemented a new provider servicing model, which provided a tiered
level of service based on payment/iincome volume for professional offices
resulting in increased visits from provider service consultants to high volume
offices.
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Findings and Conclusions - Access

In-order to achieve compliance with the access goal, BCBSM needs to be able to assure
that in any given area of the state a member has reasonable access to certificate-covered
physician services, whenever such services are required.  Based on the information
analyzed during this review, BCBSM was able to maintain regional participation rates
ranging from 97% to 99% with both doctors of osteopathy and medical doctors during the
two year period under review. Enhanced member communications as well as effective
provider communications, reimbursement arrangements, financial programs and incentives
to enhance heaith care quality and safety and overall provider satisfaction favorably
impacted BCBSM's ability to meet the access goal. Itis therefore determined that BCBSM
met the access goal stated in the Act for calendar years 2007 and 2008 for both the
doctors of osteopathy and medical doctors provider class plans.

Quality of Care Goal:

The quality of care goal in Section 504(1) of the Act states that "[P]roviders will meet and
abide by reasonable standards of health care quality.”

In analyzing BCBSM's performance on the quality of care goal, OFIR staff examined
BCBSM'’s achievement of its quality of care objective, the methods BCBSM utilized in
establishing and maintaining appropriate standards of health care quality, and BCBSM's
methods of communication with physicians to assure that BCBSM not only encouraged
provider compliance with the expected standards of physician services, but also that it kept
abreast of any new technological advances available to treat those BCBSM members that
require such services. All of the above factors impact the quality of medical services
delivered to BCBSM members. The pertinent issues that were considered in reaching a
determination with respect to the quality of care goal, based on the review of data provided
by BCBSM and other sources during this review period, are described be!ow

‘ BCBSM s approach to achieving the quality of care objectives for the doctors of osteopathy
and medical doctors provider classes was to:

Ensure quality of care by enforcing qualification standards for participation
» Maintain quality controls through utilization management and audits

¢ Implement quality management initiatives that promote safety, improve the
health of the community and ensure the delivery of high quality health care

« Develop strong relationships with participating providers by offering them various
avenues to receive information and voice concerns
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To ensure acceptable levels of care provided by both physician classes, BCBSM requires
that these providers meet the participation qualifications and performance standards listed
-on page 3 of this report. BCBSM states physicians must be licensed by the state of
Michigan and practice in Michigan. BCBSM verifies physician licensure regularly with the
state of Michigan through the Michigan Department of Community Health’s (MDCH) web
site. MDCH also sent BCBSM lapsed license electronic data files weekly. The files were
compared to the BCBSM provider database to ensure providers were licensed and legally
eligible to practice medicine in Michigan.

BCBSM performs medical record review audits of physicians in order to evaluate medical
necessity and the quality of care provided to BCBSM members. The primary purpose of
the review is to ensure that the services reported were performed for the appropriate
indications .and were accurately and sufficiently documented to reflect the medical
necessity of the procedure and its contribution to the management of the patient’s
condition. BCBSM also reviews benefit coverage and compliance with BCBSM policies
and guidelines. ' '

BCBSM states that during retrospective utilization review audits, paid claims information
and the corresponding medical records for specific services are reviewed. The primary
purpose of the review is to ensure that the services reported were performed for the
appropriate indications and are accurately and sufficiently documented to reflect the
medical necessity of the procedure and its contribution to the management of the patient's
condition. BCBSM also reviews benefit coverage and compliance with BCBSM policies
and guidelines.

Audits were scheduled on a regular basis or were selected based on trend and analysis,
experience based parameters, profiling, contractual obligations, audit history and referrals.
Audits ensured contractual agreements were met, recovered inappropriate payments, and
led to changes in provider utilization and behavior. Other possible results were changesin
BCBSM policy, addition of edits to claim systems, provider education, corrective action
plans, additional intervention such as prepayment utilization review (PPUR), departicipation
from BCBSM programs and referrals to BCBSM'’s Corporate and Financial Investigation
department.

BCBSM states that significant field audit findings for physicians during the two year period
under review included incorrect billing, the information in the patient record did not support
the service billed or the medical necessity for the service billed, BCBSM’s documentation
guidelines were not met or the documentation in the patient record was illegible.

BCBSM substantially increased its audit activity during 2007 and 2008. The following table

summarizes BCBSM’s 2007-2008 quality assurance activity for both physician classes
during the two-year period under review.
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Number of
Year |Physician| #of |Referred|Physicians| [dentified |Finalized | - Pending
Class | Audits | to GFI* | On PPUR | . Savings -~ |Recoverigs{ Recoveries | -
2007 D.O. 1 2 o1 $912,000 $43,500 | $163,200
2007 M.D. 34 5 5 $1,019,500 | $53,000 | $794,200
2008 D.O. 11 0 1 $207,000 $43,700 | $163,200
2008 M.D. 131 7 S $1,010,700 | $137,100 | $794,200
Total 187 14 - $3, 1.49,200 $277,300 | $2,626,200

*BCBSM's Corporate Financial Investigations (CFI) Unit

in 2008, the number of onsite audits decreased by ten audits. The reduction in these
resource intensive audits made time available to significantly increase the number of desk
audits from five in 2007 to 112 in 2008. The increase in desk audits also increased the
topical areas that were audited. In 2007, desk audits were limited to physicians doing lab
tests in their office. By 2008, desk audits focused on physicians performing infertility
testing, lab tests, physician office infusion therapy, sleep studies, echocardiography,
coronary computed tomography angiography (CCTA), and co-surgeries.

BCBSM states provider profiling was an important tool for BCBSM to compare provider
practices, support ongoing studies relative to best medical practices and initiate provider
~audits. The primary purpose of profiling was to support appropriate, cost effective health
care services by identifying physicians whose practice patterns differed significantly from
those of their peers. In 2007, 39 doctors of osteopathy and 108 medical doctors requested
their profiles. In 2008, requests for profiles declined, with 15 doctors of osteopathy and 39
medical doctors reguesting their profiles.

BCBSM maintained six physicians on its Prepayment Utilization Review Program (PPUR)
during the two-year reporting period. Three physicians were internists, one specialized in
obstetrics/gynecology, another in dermatology and one in audiology. The PPUR program
is a separate claims processing system for physicians identified as having variant billing
and utilization patterns. Through PPUR, BCBSM reviews medical documentation prior to
payment on any billed service rendered by providers in the program.

During the 2007-2008 reporting period, BCBSM identified several programs to monitor and

improve the quality of care provided to its members. BCBSM states Michigan physicians

have joined with BCBSM to help improve the quality, value and efficiency of health care

through the Physician Group Incentive Program (PGIP). PGIP brings physician

organizations together from across the state to encourage information-sharing and.
development of clinical guidelines that improve the state's health care system. PGIP

initiatives apply to all patients treated by the physician group practice. Puring the two year

period under review, BCBSM PPO physicians were eligible to participate in PGIP.

Traditional physicians became eligible to join the PGIP on January 1, 2010.
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Each PGIP initiative offers incentives based on clearly defined metrics to measure
performance improvement and program participation. - To date, the PGIP program has:

s Improved the quality of care for patients with chronic conditions, as shown by
reports that compare the performance of physician organizations on 18 national
standard measures

» Enabled physician groups to invest in patient registries, electronic medical
records and e-prescribing activities to help them better manage their patients’
chronic diseases

¢ - Reduced costs without compromising quality of care

BCBSM is also involved with several Collaborative Quality Initiatives (CQl). CQls are
programs that focus on common procedures or treatments and involved collecting and
analyzing data related to the various procedures to identify and implement practices that
will improve care and outcomes. BCBSM has indicated it currently has five CQls relating to
the following services: '

Angioplasty

General and vascular surgery

Bariatric surgery

Breast cancer treatment

Cardiac and thoracic surgery

Coronary computed tomography angiography

The Michigan Health and Safety Coalition is another area of collaboration to improve
patient outcomes. This coalition includes 13 Michigan organizations including BCBSM,
major employers, health professional associations and hospital, physician, consumer and
labor organizations. Its mission is to help improve health care quality and patient safety
across all care settings.

BCBSM states that provider relations were an integral part of BCBSM'’s quality of care
initiatives and were achieved through several means. Physicians’ issues were directly
addressed during meetings with specialty societies. These meetings address
administrative issues, such as billing and medical policy, and also allow BCBSM to
understand changes in practice patterns and trends in specific branches of medicine. This
type of communication is effective in maintaining the highest level of care. BCBSM met
with the following specialty societies during the two year period under review:

o Michigan College of Emergency Physicians — Discussions focused on the billing

of x-ray studies by emergency room physicians and the billing for emergency
room and urgent care services.
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* Michigan Academy of Family Physicians — Discussions centered on the billing of two

evaluation and management codes with modifier 25, the current lack of

“reimbursement for e-mail and telephone patient encounters and BCBSM'’s Pay for
Performance Initiatives.

-+ Michigan Society of Hematology and Oncology — Discussions focused on issues
such as Medicare Advantage reimbursement problems, off-label drug procedures,
resolution of payment for “underwater” drugs (drugs that cost more than BCBSM'’s
payment level); e-prescribing, electronic funds transfers, BCBSM's policy on .
infusion pumps and chemotherapy being payable on the same day of service;
BCBSM's specialty pharmacy program and clinical trials.

In 2008, BCBSM jointly sponsored a conference studying the connection between medical
and dental health. The conference brought together physicians, dentists, health care
organization administrators and health care professionals to educate them on the link
between oral and systemic health, the need for medical and dental practitioners to
communicate about heaith care problems, the future areas for research and the
multidisciplinary nature of oral and medical health in relation to both research and patient
care. The conference also offered the opportunity for providers to earn continuing medical
education credits.

In addition, BCBSM'’s Physician and Professional Provider Contract Advisory Committee
(PPPCAC) met quarterly in 2007 and 2008. The PPPCAC is a collaborative council that
offered doctors of osteopathy and medical doctors the opportunity to meet with BCBSM
senior management. The PPPCAC was established in 1990 and is actuaily made up of 2
committees — one for doctors of osteopathy and medical doctors and one for podiatrists,
chiropractors and fully licensed psychologists. The doctors of osteopathy and medical
doctor committee consists of 4 doctors of osteopathy and 5 medical doctors.  The
committee played a key role in supporting BCBSM'’s goal to actively and effectively
collaborate with physicians. These meetings promoted an exchange of ideas and greater
cooperation between medical practitioners and BCBSM. Some of the topics discussed at
these committee meetings during the two year period under review include the National
Provider Identifier Update, Medicare Advantage, BCBSM's billing policy for preventable
complications; physician and professional provider fee updates (BCBSM is not paying
traditional and PPO claims the same maximum fee); and, the expansion of coverage for
nurse mid-wives to include gynecological and non-obstetrical services mid-wives are
licensed to do under the scope of their license.

BCBSM maintains an appeal process that allows the physician the right to appeal adverse
claim decisions. The purpose of the appeal process is to resolve claim or -audit
disagreements. BCBSM states that most physician complaints regarding a BCBSM policy
or practice can be resolved through its provider inquiry department or a BCBSM field
service representative. A matter involving medical policy that cannot be resolved through
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these channels is referred by BCBSM to its medical policy consultants. Providers may also

file appeals alleging that BCBSM has violated specific provisions of Sections 402 and 403
-.of the Act. The appeal process includes a definition of contract issues that can be
appealed and, with the establishment of a Physician’s Ombudsman office, creates a single
focal point within BCBSM for all appeals and disputes. The process allows non-policy
disputes, such as medical necessity determinations, to be settled by arbitration instead of
OFIR or the state court system. It also allows for the costs of arbitration to be shared with
a $7,500 cap on provider costs. The appeal process is delineated in the Practitioner
Traditional Participating Agreement, has been published in the Record and available to
physicians on web-DENIS. Providers are made aware of each step of the appeal process
during utilization review audits and claim disputes.

BCBSM's formal appeals process provided physicians with a mechanism for appealing
audit or claims payment-decisions to OFIR. In 2007, OFIR received eight requests from
physicians for a review and determination. Ten physician requests for a review and
determination were received in 2008. In 2007, 11 physician cases were closed through
either a settlement between BCBSM and the physician or the issuance of a review and
determination by OFIR. Seven cases were closed in 2008. BCBSM states that there are
26 cases still pending resolution.

Findings and Conclusions - Quality of Care

In order to meet the quality of care goal, the provider class plan must assure that “providers
will meet and abide by reasonable standards of health care quality.” During calendar years
2007 and 2008, BCBSM continued to ensure that its qualification standards for
participation were met, implemented quality controls through a variety of audits to ensure
that the services rendered to BCBSM patients were medically necessary and provided in
an appropriate setting, and conducted quality management initiatives such as the
Physician Group Incentive Program, BCBSM’s Collaborative Quality Initiatives, and the
Michigan Health and Safety Coalition to promote safety and improved community health
and the delivery of high quality health care. Based on the information analyzed during this
review, it is determined that BCBSM met the quality of care goal stated in the Act for the
calendar years 2007 and 2008.

Cost Goal:
The cost goal in Section 504(1} of the Act states that "[Plroviders will be subject to
reimbursement arrangements that will assure a rate of change in the total corporation

payment per member to each provider class that is not higher than the compound rate of
infiation and real economic growth."
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After application of the cost formula found in Section 504 of the Act and usihg economic
- statistics published by the U. S. Department of Commerce, it is hereby determined that the
ssmeasurethat will be used to determine BCBSM's achievement of the cost goal shall be as
follows:

The rate .of change in the total corporation payment per member for the
doctors of osteopathy and medical doctors provider classes for calendar
years 2007 and 2008 shall not exceed 3.8%.

The pertinent issues that were considered in reaching a determination with respect to the
cost goal are described below.

" The cost goal forfnuia, as stated in the Act, is
(100 + 1) x (100 + REG)]

- 100 = Compound rate of inflation and
100 "~ real economic growth

"I" is "inflation" which is the arithmetic average of the percentage cha'nge in the implicit
price deflator for GNP over the two calendar years immediately preceding the year in which
the Commissioner's determination is being made.

"REG" is "real economic growth" which is the arithmetic average of the percentage change
in per capita Gross National Product (GNP} in constant dollars over the four calendar years
immediately preceding the year in which the Commissioner's determination is being made.

Given the December 2009 population data obtained from monthly population estimates
published by the Bureau of Census, as obtained from the U. S. Census Bureau and
economic statistics for the GNP and impiicit GNP price deflator from the U. S. Department
of Commerce, Bureau of Economic Analysis as published in December 2009 by the
Federal Research Bank of St. Louis (research.stlouisfed.org/fred2/data/GNPC96 and

~research.stlouisfed.org/fred2/data/GNPDEF.txt), the following calculations have been
derived: _ :

| = Inflation as defined in the cost goal formula:

% change in implicit GNP price deflator

2008 2.6
2007 2.6

2 yr. average 2.6
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REG = Real Economic Growth as defined in the cost goal formula:

% change in per capita GNP in constant dollars

2008 2.6
2007 0.5
2006 2.3
2005  (0.8)

4 yr. average 1.2

Using the latest population and economic statistics available, the cost goai for the period
under review is estimated to be 3.8%, as shown below:

Inflation : = 2.6

1.2

Real Economic Growth

[(100 + 2.6) x (100 + 1.2)]
-100 =3.83%

100

Section 517 of the Act requires BCBSM to transmit an annual report to OFIR, which
includes data necessary to determine the compliance or noncompliance with the cost and
other statutory goals. The report must be in accordance with forms and instructions
prescribed by the Commissioner and must include information as necessary to evaluate
the considerations of Section 509(4).

As stated in Section 504(2)(e) of the Act, the “[Rlate of change in the total corporation
payment per member to each provider class means the arithmetic average of the
percentage changes in the corporation payment per member for that provider class over
the 2 years immediately preceding the commissioner's determination.” The cost and.
membership data for the doctors of osteopathy and medical doctors provider class plans
for the calendar years 2007 and 2008, as filed with OFIR by BCBSM, are delineated below.
Cost data reflect claims incurred in the calendar year and paid through February 28th of
the following year. ' :
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Doctors of Osteopéthy and Medical Doctors
Utilization and Payment Experience

' ' ' Two Year -
Doctors of Osteopathy 2006 2007 2008 Average Rate
of Change
Total Members 311,280 214,585 156,241
Total Services 193,963 148,661 117,778
Total Payments 313,879,419 $10,762,595 $8,247.898
Cost Performance ' .
Services/1000 Members | - 623.11 697.45 753.82
Payment/Service - §72.07 ] $71.91 $70.03
Payments/1000 . . '
Members : - $44,909.47 $50,155.49 $52,789.58
. : Two Year
Medical Doctors 2006 2007 2008 Average Rate
of Change
Total Members 311,280 214,585 156,241
Total Services 3,084,708 | 2,556,802 2,478,874
Total Payments $266,220,694 $223,257,168 $213,121,096
' Cost Performance
Services/1000 Members 9,909.75 11,915.12 15,865.70
Payment/Service $86.30 $87.32 $85.97
Payments/1000 .
Members $855244.78 | $1,040,415.65 $1,364,053.32

Overall, the two-year arithmetic average increase for the doctors of osteopathy and
medical doctors provider class plans equal 8.5% and 26.4%, respectively. BCBSM's
combined payment experience for doctors of osteopathy and medical doctors by type of
service is shown in Exhibit B. The top drivers of the payment trend for doctors of
osteopathy were surgeries, medical visits, and other medical services, which accounted for
82% of the total payments and accounted for 98.1% of the growth in costs. Higher use
was a driver of overall increased costs for the doctors of osteopathy provider class. Asis
illustrated in Exhibit B, the use of services increased an average of 10% for doctors of
osteopathy compared to a 26.7% increase in the use of services by medical doctors.
Compared to medical doctors, doctors of osteopathy performed fewer services per
member and a greater proportion of less costly services. The rate of increase in the
number of services per 1000 members also grew at a .slower pace for doctors of
osteopathy than medical doctors.

BCBSM states that surgery cost trends for doctors of osteopathy increased 9.9% due to a
7.6% increase in utilization and a 2% increase in payment per service. The cost trend for
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medical visits grew by 8.5% as a result of higher utilization, with the cost trend for other
medical services also experiencing a growth of 13.8% due to higher utilization. The top

. surgical procedures ranked by payment for doctors of osteopathy included colonoscopies

and vein, joint and skin procedures. The top medical services procedures were
chemotherapy, pap smears and EKGs. Office visits, emergency room visits, hospital care
and preventive care appointments topped the list of payments for medical visits.

The top drivers of the payment trend for medicali doctors also were surgeries, medical visits
and other medical services, which together accounted for 70% of the growth in payments
and represented over 66% of the payout to medical doctors in 2008. Total utilization
increased 26.7% during the two year period under review, while payment per service
declined an average of 0.2%. Increased utilization was the driver of higher medical doctors
payment trends across all types of service categories.

Surgeries represented over 24% of total payment to medical doctors and accounted for
-almost 24% of the payment trend. Surgical payments increased almost 26% dueto a24% .
increase in use. Colonoscopy procedures were the top three procedures by payments in
2008. Colonoscopy is used to identify and manage diseases of the colon. The procedure
is used to screen for colorectal cancer and can help doctors diagnose unexplained
changes in bowel habits, abdominal pain and weight loss. Colonoscopy offers an
advantage over other colon cancer screening tests in that polyps can be immediately
removed. If no polyps are detected upon an initial screening, most people can wait ten
years before being tested again. BCBSM states that adhering to colon cancer screening
guidelines is one of the best ways to prevent colon cancer.

Medical visits represented just over 21% of the payout and accounted for 21% of the
increased medical doctors payment trend. Payments per 1000 for medical visits increased
26.4% as a result of a 24.3% increase in use and a 1.8% increase in payments per service.
Similar to doctors of osteopathy, the top procedures by payment were office visits,
emergency room visits, preventive care appointments and inpatient hospital visits.

Other medical services represented 21% of the total payments to medical doctors and
accounted for 25% of the medical doctors payment trend. Payments per 1000 increased
31.6%, largely the result of a 33.7% in utilization. Chemotherapy drugs were the top
service by payment, with pap smears, immunizations and electrocardiograms being the
most highly utilized services.

BCBSM states that in 2008, 90.5% of the services provided by doctors of osteopathy and
69.1% of the services provided by medical doctors were provided in the office setting.
These services accounted for 69.2%. of payments made to doctors of osteopathy and
58.4% of the payments made to medical doctors. Combined hospital outpatient and
inpatient care accounted for 8.8% of the services provided by doctors of osteopathy and
29.1% of payments. In contrast, hospital outpatient care accounted for 21.2% of payments
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