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EXECUTIVE SUMMARY 

 

On November 4, 2015 the TORCH board voted unanimously to pursue a Joint Venture 

arrangement with Rural Solutions, LLC to form a statewide rural hospital Community 

Care Organization (CCO).  

 

This TORCH CCO overview outlines a proposed set of activities and programs for the 

twelve-month period starting November 2015.  The work plan documents the staged 

initiatives necessary to create and manage a new Texas-based and TORCH-led 

population health strategy.  The centerpiece of the TORCH CCO is the formation of a 

new Joint Venture arrangement between TORCH and Rural Solutions, LLC.  This 

business and operating model achieves several key objectives and provides TORCH with 

access to: 

 

 A care management platform developed specifically for rural provider 

organizations encompassing the infrastructure necessary to create a statewide 

clinically integrated network; 

 A means to diversify business risk and offset start-up capital requirements; 

 Expertise with population health payment models and payer negotiations; and 

 A partner that acknowledges and honors the unique relationships developed by 

TORCH over the past 25 years. 

 

Upon its formation, the TORCH CCO will assemble the infrastructure to function as both 

a statewide rural provider network (a “Clinically Integrated Network”, or CIN) charged 

with developing and implementing a care management platform, quality and cost 

standards, and analytics capabilities as well as a contracting entity to negotiate and 

manage performance-based service agreements with third-party payers.  The work plan is 

composed of five phases: 

 

 Phase 1:  Recruitment and Formation 

 Phase 2:  Chronic Care and Transitional Care Management 

 Phase 3:  Medicare Shared Savings 

 Phase 4:  Clinically Integrated Network 

 Phase 5:  Value-Based Provider Contracting and Alternative Revenue Sources 

 

Perhaps most important, the TORCH CCO will serve as the organizational vehicle to 

access potential new funding streams including its potential role as a new, rural-specific 

Virtual Rural Health Partnership (V-RHP) under the current 1115 Medicaid Waiver 

extension application, a statewide agent for procuring funds and establishing payment 

arrangements through the Network Access Improvement Program (“NAIP”), as well as 

an applicant for HRSA Network Development, Center for Medicare and Medicaid 

Innovation (“CMMI”) and State Innovation Model (“SIM”) grant programs.  
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INTRODUCTION 

 

At the 2015 Annual Conference in April, the TORCH board met to discuss the topic of 

population health in rural Texas, and to identify a set of activities for TORCH leadership 

to undertake to address the industry’s transformation from fee-for-service to value-base 

payment systems.  Specific discussions centered on growing concerns that the broader 

TORCH membership lacked sufficient understanding of core population health concepts 

and that prevailing information gaps were creating unwanted confusion, vulnerability, 

disruption and potential fragmentation within the organization.  At the close of the April 

meeting, a group of board members volunteered to participate in an ad hoc Population 

Health Steering Committee that subsequently has met several times to provide guidance 

and consent to the emerging TORCH educational and service programs. 

 

In July with leadership from the Steering Committee, TORCH inaugurated a 

comprehensive Population Health educational program to raise awareness and readiness 

for its members.  The goal of the educational campaign is to elevate the level of 

knowledge around the manifold aspects of Population Health in rural Texas, to establish a 

readiness baseline and to eliminate several areas of misunderstanding across the TORCH 

membership. 

 

Perhaps more important, in April the board directed TORCH management to investigate 

the feasibility of developing new programs of service for hospital members that were 

interested in participating in shared savings and risk-based contracts.  This board 

recommendation stood in contrast to TORCH’s legacy focus on advocacy and education, 

but reflected the board’s appreciation to ensure that population health related 

infrastructure, support and operational programming be Texas-based and TORCH-led.  

The board discussion highlighted a variety of common understandings and agreements, 

including: 

 

 A shared acknowledgement that ongoing reductions in fee-for-service payment 

amplified by a decline in utilization trends would in combination make it difficult 

or impossible for some members to sustain financial and operational viability 

using the current delivery and third party fee-for-service contracting models. 

 Recognition that the market populations of the full TORCH membership 

collectively encompass at a minimum 1,000,000 covered lives, with this 

population encompassing per-member-per-year resources spread between various 

government and commercial funding sources that will ultimately represent a 

growing majority of all enterprise revenue. At the national average annual per-

capita cost of approximately $9,000, this population represents an estimated $9.0 

billion in current annual spending on healthcare services. 

 Recognition of the need to engage in a well-designed and executed conversion to 

a value-based partial or global capitation payment model in rural markets that 

would reward rather than punish each organization for its success in achieving 

community-based goals of lower costs, enhanced access to services and higher 
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clinical quality. 

 Shared enterprise attributes of high-quality clinical care and patient care services, 

a growing number of physicians and Advanced Practice Providers who are 

employed and provider-based, majority local market share, and a shared focus on 

operational efficiency. 

 Recognition that this shared strategic ambition would be more effectively 

addressed collaboratively than as individual enterprises from market and 

operational perspectives. 

 This new business and delivery model would require the ability to structure 

fundamentally different partnership relationships with payers, providers and 

governmental agencies. 

 

These points of commonality suggest a need to establish an organizational vehicle for 

pursuing the latent opportunities inherent in this level of alignment. The purpose of this 

document is to outline the purpose of the CCO as well as its proposed organizational 

elements and an outline for initially developing and operationalizing this model. 

 

In August 2015, the TORCH board requested the management team to develop a draft 

Work Plan and Budget in support of the CCO, to prepare for a formal “go/no-go” 

decision at the subsequent November TORCH board meeting. 

 

In November 2015 the TORCH board voted unanimously to enter into a Joint Venture 

arrangement with Rural Solutions, LLC to form a statewide rural hospital Community 

Care Organization (CCO).  

 

 

TORCH CCO CORE FUNCTIONS 

 

As a means of developing a product and service delivery platform for its members, 

TORCH will manage and help underwrite the formation of a new Joint Venture entity to 

build 1) A contracting platform for third-party value-based payment arrangements and 2) 

A rural provider organization comprised of hospitals and physicians that will serve as a 

statewide rural Clinically Integrated Network (“CIN”). This new business and delivery 

model will require and enable the ability to structure innovative and more effective 

partnership relationships with third-party payers and providers. 

 

 

CARE MANAGEMENT FUNCTION 

 

The TORCH CCO is a statewide rural provider network (also commonly referred to 

as a Clinically Integrated Network) committed to developing a common approach to 

creating value through the development of evidence-based clinical guidelines, an 

integrated data analytics infrastructure, a performance measurement system and a 

collaborative environment focused on enhancing access, quality and cost 
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effectiveness in rural Texas communities.  For a summary of Federal Trade 

Commission (“FTC”) regulatory requirements for CINs, refer to Appendix A of this 

document. 

 

The rural provider network will be comprised of hospitals, clinics and providers 

(including Primary Care Providers, Specialists and Advanced Practice Providers) that 

participate in a disciplined, credentialed CIN provider panel.  The CIN member 

Medical Directors will establish initial credentialing standards that accommodate not 

just the majority of physicians and other clinicians employed or privileged with the 

member hospitals, but community-based clinicians and other service providers (e.g., 

home health, physical therapy, behavioral health providers, pharmacy, nursing home, 

etc.). 

 

The structural alignment of hospitals with physicians and Advanced Practice 

Providers is both an overarching strategic objective within the population health 

model as well as a critical asset in the third-party payer contracting process. 

 

 

CONTRACTING FUNCTION 

 

The TORCH CCO will be a formal, special-purpose rural provider network that 

functions as the exclusive agent on behalf of its provider members (the TORCH 

Clinically Integrated Network) for structuring, entering into, and successfully 

managing all population-based risk contracts with third party payers including 

government, self-funded, commercial, and health insurance exchange based payer 

organizations. These contracts will be structured to increase value for the 

subscribers/beneficiaries.  The contracting platform will be available to any and all 

third-party payers that embrace the terms specified for participation by the CCO. The 

CCO will have its own Conditions of Participation for payers as well as providers. 

 

The CCO organizational structure, corporation type, ownership and governance 

structure will be determined as part of the initial Joint Venture formation phase.  

However, it is anticipated that the CCO will be formed as a for-profit organization 

with a Board of Directors that is diverse in terms of geography, discipline and 

provider affiliation.  

 

 

 

ADVANTAGES OF A COMMUNITY CARE ORGANIZATION 

 

 Leverage and Impartiality.  The CCO doesn’t have to take sides. Under this 

model the CCO provides transparent support to any and all payers willing to 

move to population-health benefits products and provider reimbursement models 

with CCO member providers. It is up to each payer to compete for members 
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based on products, marketing, and customer service. There is strong first-mover 

advantage to the most aggressive payer(s) willing to actively engage with the 

CCO to take advantage of its growing strengths in higher quality, coordinated, 

lower cost medical care.    

 

 Best of all Payer Worlds. The CCO’s provider members would allow all capable 

third party payers—current and new—at the table, operating under a consistent, 

simplified operating and payment arrangement established by the CCO that would 

allow its member providers to achieve their key goals regardless of which payer 

emerges triumphant in the market. 

 

 Investment Advantages. Requiring payers to invest in improved care 

management accelerates development and alleviates the financial burden on the 

CCO and its providers.    

 

 Focus.  The CCO’s provider systems focus on what they do best. This all-payer 

approach to population health allows participating providers to focus on providing 

medical care without having to get too deeply involved in learning the insurance 

business.  

 

 

 

PHASE 1 

RECRUITMENT and FORMATION 

 

Phase 1 will consist of two simultaneous and integrated activities.  The first activity 

started in October 2015 with the recruitment of the TORCH CCO steering committee 

hospital members and the release of a Letter of Intent (“LOI”) through the Fall edition of 

the Rural Matters magazine.  The second activity involves the formation of a Joint 

Venture arrangement between TORCH and Rural Solutions, LLC.   

 

 

ACTIVITY 1A:  CCO MEMBER RECRUITMENT 

 

Through the execution of a Letter of Intent, the following set of benefits and services are 

made available to hospitals that join the TORCH Community Care Organization 

(“CCO”) as a founding member.  Members that elect to join the CCO during the initial 

stage of recruitment will receive: 

 

A.  CCO Founding Member Status – Starting in November 2015, TORCH 

leadership will develop and ratify a set of corporate By-Laws for the TORCH 

CCO, including its governance structure, management team, schedule of services 

and organizational performance expectations.  Hospitals that elect to join the CCO 

as a founding member will have the opportunity to actively participate in the 
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CCO’s formation process, retain enhanced voting rights and have access to a 

perpetual discount on any future fees.   

 

B.  Market Analytics - Founding members will receive a population health-oriented 

market study.  The study will provide hospitals with a tangible deliverable 

specific to their organization; in addition, the findings from the individual studies 

will be aggregated to provide the demographic information necessary for future 

discussions with private payers.  The market study will include: 

 

 Map of service area and surrounding hospitals 

 Health Population 2015-2020 for service area (Truven) 

 Insurance estimates by type 2015-2015 for service area (Truven) 

 Inpatient AND/OR Outpatient estimates for service area (Truven) 

 Medicare Market share trends 2010-2014 for service area 

 Adjusted Use Rates/1000 by Dartmouth HSA - Highlight "Home" HSA 

 

C.  Chronic Care Management Services - Founding hospital members will have 

access to the TORCH CCO Clinically Integrated Network that will provide care 

management staff, expertise, technical infrastructure (including the required 24x7 

call-center function), rural-relevant clinical protocols and data analytics required 

to meet the CMS requirements for both the Chronic Care Management (“CCM”) 

and Transitional Care Management (“TCM”) programs.  These programs are 

described in more detail in the Phase 2 section of this work plan document. 

 

 

ACTIVITY 1B:  JOINT VENTURE FORMATION 

 

In November 2015, the TORCH management team was directed by the board to create a 

formal Strategic Plan, Work Plan and Budget for the formation of a statewide population 

health program.  Several factors have compelled TORCH management to pursue a Joint 

Venture arrangement as the preferred organizational vehicle: 

 

 The need to move expeditiously given the rapid change across the industry, the 

timing of CMS enhanced revenue opportunities and the fast-approaching 

deadlines for the next annual cycle of the Medicare Shared Savings program. 

 Acknowledgement that the internally-led recruitment of staff, development of 

clinical processes, solicitation of bids from partners and establishment of new 

management functions would require a significant amount of unique, focused 

expertise that are not readily available within the organization. 

 Recognition that the creation of a comprehensive population health platform, 

including staff, infrastructure and operational resources, was cost prohibitive from 

a capital requirement perspective. 
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 Desire to leverage proven, rural-focused programs through a going-concern 

clinically integrated network to ensure that the services offered by the CCO to the 

TORCH members are effective and efficient. 

 Requirement that the core CCO operations are established in close alignment with 

a partner organization that commits to maintaining and expanding TORCH’s role 

as the primary resource for population health services within the state, and to 

ensure that the CCO’s programs are contractually structured in a way that retains 

an appropriate level of TORCH ownership, governance and close managerial 

oversight. 

 

These combined factors have contributed to the TORCH management team’s pursuit of a 

Joint Venture arrangement with Rural Solutions, LLC (see Appendix B for details on 

Rural Solutions, LLC).  The business model will result in the formation of a new 

Community Care Organization (“NEWCO”) contemplated to be jointly owned and 

governed by the two parties.  Responsibilities for operations and performance will be 

assumed primarily by Rural Solutions, with TORCH management closely involved with 

recruitment, program implementation, member engagement, strategic decision making 

and performance measurement.   

 

Resources required for the implementation of Phase 1 will include the education and 

recruitment of TORCH hospital members, the onboarding of interested TORCH members 

into the CCO, the fulfillment of individual market studies, the ongoing aggregation of 

market study data to compile a CCO market opportunity profile, the legal formation of 

the CCO in the context of the Joint Venture arrangement, and the development of 

contracts for administrative services between the CCO and Rural Solutions to provide the 

platform for the implementation of the Clinically Integrated Network.   

 

It is anticipated that the majority of these one-time activities will be completed within six 

(6) months after TORCH Board approval and the ongoing education, recruitment and 

market study activities will continue throughout the first fiscal year starting November 

2015. 

 

MEMBER COST SUMMARY 

 

TORCH members will be required to pay a one-time initiation fee of $1,500 for 

participation in the TORCH CCO.  This initiation fee will provide Founding Member 

status, a Market Study and eligibility to participate in the Chronic Care Management 

program.  No additional funding from TORCH member hospitals is required for Phase 1. 

 

 

 

PHASE 2 

CHRONIC CARE and TRANSITIONAL CARE MANAGEMENT 
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As an initial building-block program, the TORCH CCO will offer to Founding Members, 

at a discount, a comprehensive set of services and operational platform to support two 

inter-related CMS programs that offer enhanced reimbursement for care management and 

transitional care management services for eligible Medicare beneficiaries. Those 

programs are described in more detail below: 

 

1.  Chronic Care Management Program.  In 2015, CMS implemented new 

primary care enhanced reimbursement programs that provide funding for 

Medicare beneficiaries who meet certain diagnostic criteria (two or more co-

morbidities); funding is available for primary care practices (and hospitals that 

own practices, including RHCs) through the standard CPT-based billing process 

for the provision of care management services ($42 per eligible beneficiary per 

month). The TORCH CCO will provide the core chronic care management 

resources under the Joint Venture arrangement to enable member hospitals to 

meet the chronic care management criteria with CMS.  Hospitals will have the 

option to contract with the CCO to access a standardized, rural-appropriate care 

management infrastructure to enable them to bill for these care management 

services.  For additional details refer to:  

 

https://www.cms.gov/Outreach-and-Education/Medicare-Learning-Network-

MLN/MLNProducts/Downloads/ChronicCareManagement.pdf.  

 

 

2.  Transitional Care Management Program.   In 2013, CMS implemented a 

reimbursement program that provides funding for Medicare beneficiaries who are 

discharged from a hospital and that receive transitional care services; funding is 

available for a wide range of providers through the standard CPT-based billing 

process for the provision of transitional care management services.  The TORCH 

CCO will provide the core transitional care management resources under the Joint 

Venture arrangement to enable member hospitals to meet the transitional care 

management criteria with CMS. For additional details refer to:  

 

https://www.cms.gov/Outreach-and-Education/Medicare-Learning-Network-

MLN/MLNProducts/Downloads/Transitional-Care-Management-Services-Fact-

Sheet-ICN908628.pdf 

 

 

CARE MANAGEMENT SERVICES OFFERED BY THE TORCH CCO 

 

Founding Members that elect to participate in the TORCH CCO Care Management 

program will have access to the following services for eligible Medicare beneficiaries 

through the Joint Venture arrangement with Rural Solutions, LLC: 

 

 Comprehensive Care Coordination program 

https://www.cms.gov/Outreach-and-Education/Medicare-Learning-Network-MLN/MLNProducts/Downloads/ChronicCareManagement.pdf
https://www.cms.gov/Outreach-and-Education/Medicare-Learning-Network-MLN/MLNProducts/Downloads/ChronicCareManagement.pdf
https://www.cms.gov/Outreach-and-Education/Medicare-Learning-Network-MLN/MLNProducts/Downloads/Transitional-Care-Management-Services-Fact-Sheet-ICN908628.pdf
https://www.cms.gov/Outreach-and-Education/Medicare-Learning-Network-MLN/MLNProducts/Downloads/Transitional-Care-Management-Services-Fact-Sheet-ICN908628.pdf
https://www.cms.gov/Outreach-and-Education/Medicare-Learning-Network-MLN/MLNProducts/Downloads/Transitional-Care-Management-Services-Fact-Sheet-ICN908628.pdf
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 Evidence-based protocols 

 Care management tools 

 Assistance with recruitment of eligible Medicare beneficiaries 

 EMR extraction for care management tool 

 Data analytics 

 24 hr. call center 

 Medical Director oversight 

 

A key TORCH CCO strategic objective is to leverage the revenue-generating programs 

offered by CMS to subsidize the development of a statewide, rural-centric, standardized 

care management infrastructure while at the same time providing incremental revenue to 

the participating TORCH member hospitals.  To achieve this objective, the TORCH CCO 

will offer the full suite of patient finding, recruitment, enrollment and care coordination 

services to all participating hospitals.  The cost to members for access to these services 

will be 50% of total CMS reimbursement. 

  

 

MEMBER COST SUMMARY 

 

Note: Founding Members of the CCO are encouraged, but not required to participate in 

the Care Management and Transitional Care programs described above.  The Cost 

Summary below applies only to Founding Members that elect to participate.   

 

The direct cost for TORCH CCO members to participate in the Care Management 

program is a function of the number of enrolled, eligible Medicare beneficiaries 

attributed to the TORCH member’s primary care market and hospital utilization.  The 

TORCH CCO will charge a price equal to 50% of the CMS reimbursement received by 

the member hospital.  By definition and default therefore, the member hospital’s 

participation in the Care Management program will always be financially net-positive 

and contingent upon the number of eligible Medicare beneficiaries enrolled. 

 

 

PHASE 3 

MEDICARE SHARED SAVINGS 

 

The TORCH CCO will educate and recruit hospital members that are interested in 

participating in the next annual cycle of the Medicare Shared Savings Program 

(“MSSP”).  The Medicare MSSP program is a natural fit for the infrastructure and 

resources made available through the TORCH Care management and Transitional Care 

management platform.  This opportunity will be available to TORCH hospital members 

for the official CMS start date of January 1, 2017, with the recruitment and application 

process starting immediately after the formation of the CCO, ideally in November 2015.   
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Important:  As the TORCH CCO enrolls member hospitals in the Medicare MSSP 

program, those hospitals will automatically be considered members of an FTC-approved 

Clinically Integrated Network as described in the Phase 4 section of this document.  The 

enrollment of TORCH CCO members in the MSSP becomes a strategic priority because 

meeting FTC legal requirements for CIN status can be time consuming and costly; 

enrolling CCO members in the Medicare MSSP is a more efficient and less complex 

method for formalizing the CIN. 

 

The existing Rural Solutions MSSP program to be offered through the TORCH CCO 

Joint Venture is comprised of Hospitals, Independent Physician Practices, and Suppliers 

and Partners to make up a holistic approach for better quality, healthier people, for the 

betterment of the populations we serve.  The model for success includes a localized care 

team approach led by the local CEO of the hospital and a Physician Champion.  Included 

in the care team will be at least one dedicated Care Coordinator, to support activities and 

care processes guided by the local provider community.  Each community will have 

standardized quality metric expectations, reported through the TORCH CCO-provided 

quality management tool.  Each measure has been specifically designed to support rural 

hospitals, physician practices, Rural Health Clinics, Outpatient services, Home Health, 

Hospice, and Nursing Facilities. The governance of services provided to the beneficiaries 

served through the TORCH CCO will be guided by specific monthly meetings with each 

provider and their care teams, to include reporting to the Hospital quality teams. The 

Physician Champion, along with the CEO, will oversee all aspects of the program within 

their communities. 

 

Each community will report to their regional board (once established through the 

TORCH CCO Formation process referenced in Phase 1 of this document), which 

ultimately reports to the TORCH MSSP: ACO Governing Board (once established).   

 

 IMPORTANT:  In most communities, the functions stated above do not require 

additional FTEs for the TORCH CCO providers participating in the MSSP 

program.  Note that the Care Coordinators and Physician Champions during the 

initial 12-24 months will be employed by Rural Solutions, with the potential for 

these staff to be employed by the TORCH CCO, pending adequate scale and 

participation by the broader TORCH hospital membership.  

 

MEMBER COST SUMMARY 

 

The Application Fees for applying to the TORCH MSSP:ACO are separated into three 

(3) tiers and are based on timing of the CMS mandated application deadline of July 31, 

2016 (subject to change based on CMS).  The proposed tier system is driven by the 

incremental costs assumed by the TORCH CCO to prepare CMS MSSP applications; the 

sooner TORCH CCO hospital commit to the MSSP program, the more cost-effective and 

predictable the application process.  The three tiers and related one-time application fees 

based on the date of commitment by TORCH CCO hospitals are: 
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1. Present thru March 31, 2016: $4,000.00 

2. April 1, 2016 – May 31, 2016: $8,000.00 

3. June 1, 2016 – June 30, 2016: $15,000.00 

 

In addition to the one-time application fee charged to hospitals electing to join the 

TORCH MSSP:ACO by the TORCH CCO, there will be monthly maintenance fees 

based on the number of attributed Medicare beneficiaries for each individual 

market/participant.    

 

The monthly maintenance fees are different for two classes of TORCH CCO hospitals – 

those hospitals that are currently using the TORCH CCM/TCM program and those that 

are not.  Monthly maintenance fees charged to TORCH CCO hospitals MSSP program 

beginning January 1, 2017 (MSSP:ACO Program Year 1) are as follows:  

 

 If the member is participating IN the CCM/TCM program the cost is $3 per 

beneficiary per month. 

 If the member is NOT participating in CCM/TCM, the cost is $8 per beneficiary 

per month. 

 

 

IMPORTANT:  As part of the TORCH MSSP:ACO program, participating hospitals will 

gain access to a comprehensive Quality Management program and related set of analytics 

through the Rural Solutions data platform.  With the implementation of this Quality 

Management program, hospitals will be eligible to pursue (as an option) accreditation by 

the Rural Solutions accrediting body Det Norske Veritas Healthcare, Inc. (“DMV”).  

Additional information found at: 

 

https://www.cms.gov/Medicare/Provider-Enrollment-and-

Certification/SurveyCertificationGenInfo/downloads/SCLetter09-02.pdf    

 

and 

 

https://www.dnvgl.com/Images/DNV-GL-DS-HC102_tcm8-8434.pdf  

  

 

The two cost dimensions (timing of commitment to the TORCH MSSP:ACO and 

participation in the TORCH CCM/TCM program) are designed to encourage member 

hospitals to make prompt commitments to the MSSP:ACO program and to adopt the 

CCM/TCM program as desired, cost-reducing building blocks for the TORCH Clinically 

Integrated Network described in Phase 4 below. 

 

 

PHASE 4 

https://www.cms.gov/Medicare/Provider-Enrollment-and-Certification/SurveyCertificationGenInfo/downloads/SCLetter09-02.pdf
https://www.cms.gov/Medicare/Provider-Enrollment-and-Certification/SurveyCertificationGenInfo/downloads/SCLetter09-02.pdf
https://www.dnvgl.com/Images/DNV-GL-DS-HC102_tcm8-8434.pdf
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CLINICALLY INTEGRATED NETWORK 

 

Ultimately, the TORCH CCO will function as a formal statewide FTC-approved CIN.  In 

this capacity, the CCO will develop a common approach to creating value through the 

development of evidence-based clinical guidelines, an integrated data analytics 

infrastructure, a performance measurement system and a collaborative environment 

focused on enhancing access, quality and cost effectiveness in rural Texas communities.  

The CIN will be designed to meet or exceed FTC requirements either through a formal 

application process to the FTC or through recruitment of members into the statewide 

TORCH CCO-sponsored MSSP; full CIN certification will serve as the foundational 

requirement to enable the contract negotiation functions described below in Phase 5. 

 

MEMBER COST SUMMARY 

 

It is anticipated that a majority of TORCH hospitals, through their membership in the 

TORCH CCO (Phase 1) and subsequent participation in the MSSP program (Phase 4) 

will create a cohort of member hospitals that comprise a formal CIN.  For those hospitals 

that pursue the MSSP program, they will automatically meet FTC guidelines for 

membership in the CIN and will not be required to provide any additional funding to 

the CCO. 

 

 

 

PHASE 5 

VALUE-BASED PAYER CONTRACTING and ALTERNATIVE REVENUES 

 

As part of Phase 1, each Founding Member will receive a Population-Health market 

assessment designed to quantify the number of attributed lives and market penetration for 

all major payers within the members’ primary service area.  The results of the individual 

market assessments will be aggregated to develop a TORCH CCO profile that documents 

the market potential and negotiating position for the full TORCH membership in terms of 

aggregated insured lives.   

 

Note that the TORCH CCO will function neither as a vehicle for member fee-for-service 

contracts nor as a legacy messenger model-contracting vehicle.  To that end, the CCO 

will neither pursue nor acquire a Medicare or Medicaid Provider ID.  Instead, the 

negotiation, execution, and management of existing, routine fee-for-service arrangements 

will remain the responsibility of individual member providers under their existing 

independent contracting arrangements. Over time, the intent of the CCO will be to 

minimize and eventually phase out fee-for-service contracts -- as the market dictates -- in 

favor of risk-based contracts that reward member providers for improving medical 

quality and reducing per-capita costs. 
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Traditional fee-for-service arrangements will only be part of the CCO contracting 

function in the form of proposed interim shared-savings and partial-risk contracts until 

actuarially appropriate population sizes can be achieved to enable future global risk 

acceptance. Given the anticipated time period required for the CCO member providers to 

achieve sufficient clinical integration to meet the FTC joint contracting guidelines, risk 

contracting represents the best compliance strategy for collaborative payment contracting 

with providers in the short run. 

 

 

MEMBER COST SUMMARY 

 

There are no direct, incremental costs to TORCH CCO members for the pursuit and 

development of the Value-Based Payer Contracting initiatives related to Phase 5; 

however, it is anticipated that as new value-based payment arrangements are negotiated 

by the TORCH CCO with third-party payers (both public and commercial) that leverages 

its care management infrastructure and CIN platform, that the TORCH CCO would share 

in the enhanced revenue opportunities it is able to procure.  Therefore, it is expected that 

the member hospital’s participation in the Value-Based Payer Contracting program will 

always be financially net-positive to the members. 

 

 

ALTERNATIVE REVENUE SOURCES 

 

The following initiatives, programs and grants represent a significant opportunity for 

TORCH and its members to access additional funding to support its population health 

strategy.  It is anticipated that upon formation, each of these opportunities will be actively 

pursued with the intent of optimizing revenue sources to subsidize the financial 

performance of the CCO. 

 

 Medicaid Network Access Improvement Program (“NAIP”) 

 HHSC Waiver/TORCH Virtual Rural Health Partnership 

 HRSA Network Development Grant 

 State Innovation Model (“SIM”) Grant 

 Center for Medicare and Medicaid Innovation (“CMMI”) Grant 

 Texas Legislature Payment Corridor Request 

 

 

MEMBER COST SUMMARY 

 

There are no expected costs to TORCH CCO members for the pursuit and development 

of the alternative revenue and grant opportunity initiatives.   
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APPENDIX A 

FTC Regulations on Clinically Integrated Networks 

 

 

Joint negotiation of fee for service arrangements by competing healthcare providers can 

be justified either through: 

  

1. The sharing of significant financial risks among the providers, or 

2. The providers’ clinical integration 

  

The FTC further defined the clinical integration that would permit joint fee-setting by a 

physician hospital organization (“PHO”) that included competing physicians. For a PHO 

to negotiate common rates for competing participating providers, the keys for achieving 

clinical integration are: 

  

 The development and implementation of detailed, evidence-based clinical practice 

guidelines; 

 

 Limiting participation in the program to providers who are committed to 

accepting the limitations on independent decision-making which the guidelines 

entail; 

 

 Measurement and evaluation of each participating provider’s compliance with the 

guidelines; and investment by all participating providers of time, energy and 

financial resources in the development and enforcement of the clinical guidelines, 

as well as the computer infrastructure needed to facilitate such integration. 

  

Achieving clinical integration only moves the joint pricing aspects of the arrangement 

from being per se unlawful to being assessed under the rule of reason. 

  

The effect of the clinically integrated network upon the availability of competitive 

alternatives to the clinically integrated network still needs to be evaluated to determine 

whether the pro-competitive benefits of the integrated network outweigh the loss of 

competition between the otherwise independent competing providers. 

  

 

 

 

 

 

 
Source:  Statements of Antitrust Enforcement Policy in Health Care, FTC and DOJ. 
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APPENDIX B 

Rural Solutions, LLC 

 

Rural Solutions develops, manages, and operates Clinically Integrated Networks of health 

care services providers to compete for contracts with payors for the provision of health 

services to populations covered by the payors (CINs), including, without limitation, 

networks of health services providers that operate as Accountable Care Organizations 

(ACOs) and to participate in the MSSP through agreements with the United States 

Department of Health and Human Services, Centers for Medicare and Medicaid services. 

 

Rural Solutions is our strategy for a changing healthcare economy, in which payment 

models are tied to performance. It’s a concerted shift from volume to value in order to 

meet the strict Medicare payment goals set by the U.S. Department of Health & Human 

Services. The network brings together physicians, hospitals and other health care 

professionals focused on delivering patient-centered care that improves patient outcomes, 

experience, and satisfaction; improves the overall health of the population; and reduces 

the total cost of health care without compromising quality and outcomes. We are focused 

on rural America and ultimately shaping and ensuring a healthcare delivery system 

thrives in the rural communities we serve.  

 

Rural Solutions Offers: 

 

▪ Guided Transition to Population Health. The shift is already started. Payers are 

moving to value-based payment models. Rural Solutions will provide you with 

expert guidance on implementation of new population health payment codes. 

With Rural Solutions you’ll have the tools you need to adjust to these new 

models. 

• Expanded Network. Rural Solutions partners with a broad network of providers 

and suppliers for comprehensive care solutions. As providers you are also free to 

use any consultant or diagnostic facility that you feel is most appropriate and 

make recommendations to add providers to the Rural Solutions network. 

• Continued Independence. Rural Solutions allows you to maintain your patient 

base and independence as an individual private practice. 

• Care Coordination. Rural Solutions will provide you the infrastructure needed to 

care for high risk or chronically ill patients. For instance, the Rural Solutions has 

care coordinators who will act as your patient’s personal point of contact and 

ensure that quality care is being provided beyond your clinic and rounding hours. 

Electronic Medical Records (EMR) will also play a significant role in tracking, 

recording, and coordinating your patient’s care. 

• Protected Patient Base. By joining Rural Solutions, you’ll have the tools to 

better monitor and coordinate the health of your patient population. 

• Data-Supported Decision Making. As a Rural Solutions participant you’ll be 

equipped with tools to make sense of electronic patient data to see beyond the 
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single patient encounter to act on opportunities for improving patient experience 

of care and potential cost savings. 

 

=== 
Pioneer Health Services (PHS), the founding company behind Rural Solutions, is a rural 

hospital company that owns, operates, and manages 10 Hospitals in five states. Pioneer 

Health Services also provides consulting services to an additional 30 rural hospitals 

throughout the United States. Pioneer’s consulting services include Revenue Cycle 

Management, Physical, Occupational and Speech Therapy Programs, and Inpatient and 

Outpatient Behavioral Health Programs to both affiliated and non-affiliated hospitals. 

PHS leased its first rural facility in 1989. Since then it has led the way for innovation for 

rural America, converting the first hospital to Critical Access designation in Mississippi 

in 2000, followed by a second facility in 2001. PHS’s corporate office is located in rural 

Magee, Mississippi, a town of 4,500 people. Our facilities and corporate office currently 

employ 1,500 people throughout MS, GA, TN, NC, and VA. 

 

 

 


