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PROCEZEDTINGS [9:36 a.m.]

MR. HACKBARTH: Okay. It is time for us to get
started. We have two items this morning, the first of which
is to begin our work on a mandated report -- that is, a
report requested by the Congress on the impact of the home
health payment rebasing on beneficiary access to care and
quality of care. And then the second item is another
discussion, a follow-up on the topic of -- actually, I'm
sorry. This one is on team-based primary care, not on
payment to primary care. Sorry for that confusion.

Evan, home health. Take it away.

MR. CHRISTMAN: Good morning.

As Glenn mentioned, we begin with home health, and
the PPACA included a requirement for the Commission to
assess how payment reductions in the act, referred to as
"rebasing," will affect agency supply, access to care, and
quality for home health care. The mandate requires that we
consider the impact for for-profit, nonprofit, urban, and
rural agencies.

This presentation begins our review for this
report. First, I will review the Jjustification for and

implementation of the PPACA rebasing policy, and then we
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will look at the experience of past payment changes to
inform our analysis of how the PPACA changes will affect the
benefit.

Before we begin, I Jjust want to remind you of some
of the issues with the home health benefit. Home health is
an important part of the continuum for serving frail,
community-dwelling Medicare beneficiaries. Properly
targeted, it can be a tool for keeping beneficiaries out of
the hospital or other more costly sites of care. However,
eligibility for the benefit is broadly defined and does not
encourage efficient use.

The benefit also has an unfortunate history of
fraud and abuse, and there are many areas with aberrant
patterns of utilization. In addition, providers in this
sector also have a history of tailoring services to reflect
the financial incentives under Medicare payment.

As another reminder, here is a brief review of
utilization for 2012. Medicare spent about $18 billion on
home health services. There were over 12,000 agencies. The
program provided about 6.7 million episodes to 3.4 million
beneficiaries.

The rebasing policy included in the PPACA
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originated from a 2010 recommendation from MedPAC. The
Commission recommended rebasing for a number of reasons.

First, the margins for home health agencies have
been excessive since the PPS was established in 2001,
averaging greater then 17 percent. Even these margins could
be too low, as a recent audit by CMS found that costs were
overstated in 2011. If this overstatement were corrected
for, margins in 2011 would have been over 20 percent.

Second, in this period there has been a rapid
growth in episode volume and supply, and it is not clear
that much of this growth contributed to access.

Third, Medicare has attempted to address the high
margins with reductions to the market basket or other
incremental cuts, but despite these reductions margins have
remained high.

For these reasons, the Commission concluded that
the program needed to rebase the home health rates using
current information on episode costs and not relying on
incremental payment changes or other out-of-date assumptions
that do not reflect agencies' current costs.

One of the reasons Medicare margins have remained

so high is that past cuts to home health payments have been
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offset by increases in the case-mix reported by home health
agencies. In 11 of the last 12 years, Medicare has
implemented some form of reduction to the payment update,
and in three of those years the reduction has been large
enough to lower the base rate.

However, in most years the reported case-mix has
increased. Since the episode payment is computed by
multiplying the base rate by the case-mix value, these
higher reported case-mix values increase Medicare payment.
In years when the base rate has been reduced, an increase in
reported case-mix has helped to offset these cuts. In years
when the base rate has increased, the rise in reported case-
mix has compounded growth in average payment per episode.

Normally we would expect that growth in reported
case-mix reflects growth in patient severity and higher
costs per episode. However, CMS' analysis of the change in
reported case-mix for home health did not find that patient
severity has increased significantly under PPS. They
concluded that over 90 percent of the rise in case-mix was
attributable to changes in agency coding practices, not
patient severity.

This next slide shows how average payment per
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episode, the top line, and the home health base rate, the
bottom line, have changed cumulatively since 2001. I am
going to focus on the bottom line, the base rate, first.

You can see that the base rate has moved around but has not
changed significantly. This is because of the numerous cuts
to the market basket, administrative reductions, and other
policies intended to reduce home health margins. Though the
base rate has not changed significantly across this period,
average margins remained very high throughout it, ranging
from 14 to 23 percent.

The top line, which shows the cumulative change in
average payment per episode, explains some of why margins
have not declined. While the base rate has not changed
significantly, the average payment per episode, driven
primarily by the rise in reported case-mix, has increased in
most years. And in years where average payment per episode
has declined, it has often declined by less than the decline
in the base rate, again reflecting growth in reported case-
mix.

The higher reported case-mix has blunted and in
some years completely offset the impact of the base rate

cuts and helped to keep agency margins well above adequate.
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These trends also underscore that reductions in the base
rate do not always result in reductions in the base rate do
not always result in reductions in average payment per
episode.

Turning to the mandate, the PPACA included a
policy intended to rebase payments, but followed a different
approach than the one the Commission recommended.

First, the PPACA phases the reduction in over four
years. Our policy said no more than two. In addition, the
PPACA set a limit on the reduction that allows it to equal
no more then $81 a year, and CMS set it at this maximum
amount. Our policy did not set a limit and would have
permitted steeper reductions.

The PPACA includes a payment update that averages
about $70 a year that offsets about 86 percent of the cut.
Our recommendation did not include the payment update, as
increasing payments is contrary to the goal of rebasing.

The net effect is that the episode base rate in
2017, the last year of rebasing, will be 1.6 percent less
than 2013. If the sequester were in effect, payments in
2017 would be 3.6 percent lower.

Our mandate requires the Commission to consider
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the impact of PPACA reductions on agency supply, access to
care, and quality. The report is due in January of 2015,
before data that will allow us to assess the payment changes
will become available. Consequently, for this report we
plan to examine how payment changes in 2001 through 2012
affected these parameters.

In short, the question we are asking is: How are
past changes in average episode payment related to the
changes in supply, access, and gquality that we have observed
in this period?

This chart shows how the average episode payment
has changed. The periods colored in red indicate years that
the episode payment declined. The blue years indicate
periods that experienced increases. Average episode
payments decreased in 2003, 2011, and 2012 and increased in
all other years. Urban, rural, for-profit, and nonprofit
providers each had similar trends for changes in annual
episode payment that you see here.

The second column shows the average margins, and
they give you a sense of how margins have remained high
through this period, regardless of how payment per episode

has changed.
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We begin our look at the data for the mandated
report with a review of supply. This chart shows how agency
supply has changed in this period, and the years with a
decline in average payment per episode are shaded. All
other years experienced increases in average episode
payment .

The overall supply of agencies doubled across this
period, driven by a rapid increase in for-profit and urban
agencies. The increase in for-profit and urban agencies
occurred regardless of the direction of payment policy; it
increased in years that payments rose or fell. Preliminary
data for 2013 indicate that this entry has continued.

Nonprofit and rural agencies experienced a decline
in most years during this period. They declined in years
that payments increased and decreased. These trends suggest
that changes in supply are not highly correlated with
changes in the average episode payment.

For-profit and urban agencies increased each year
regardless of the direction of payment policy; non-profit
and rural agencies declined.

With all of these changes in supply, it does not

appear that beneficiary access to care has changed
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significantly. From 2004 and in each of the following
years, we have reported that 99 percent of beneficiaries
live in an areas served by home health. In many areas,
beneficiaries can choose from multiple agencies. As I will
show you in a moment, utilization in urban and rural areas
has been comparable.

Next we are going to take a look at how access, as
measured through utilization, has changed during this
period.

As an overview, total episodes for home health
have more then doubled during this period. The share of
beneficiaries using home health has risen 50 percent, and
the episodes per user have increased 30 percent. Most of
this growth has been driven by for-profit agencies, and the
rates of growth have been comparable in rural and urban
agencies.

This next slide emphasizes that last point. It
compares how the number of home health episodes per 100
beneficiaries and payments per episode have changed. Again,
the shaded areas indicate periods that average payment per
episode declined. The two lines are almost

indistinguishable, indicating that urban and rural areas
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have had similar trends in the rate of growth of episodes
per 100 beneficiaries.

Utilization on a per beneficiary basis increased
through 2010, regardless of the direction of episode
payment, but it declined slightly in 2011 and 2012.

The declines in utilization for 2011 and 2012
coincide with years that average payment per episode
declined, but there are reasons to believe that other
factors influenced these trends.

First, the declines are small, less than 5 percent
from the peak in 2010. About three-quarters of this decline
was due to utilization falling in Florida, Louisiana,
Oklahoma, Mississippi, and Texas —- five states that have
exhibited abnormally high rates of utilization. Without
these states, utilization in 2012 would have been just 2.8
percent below its peak.

Second, changes were occurring during this period
that likely affected the demand for home health. Economy-
wide, the rate of growth in health care spending has been
slowing during this period, and this slowdown may have
affected the demand for home health.

Medicare inpatient discharges, an important source
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of referrals, fell during this period. A new requirement
for a face-to-face visit before ordering home health went
into effect, and the Department of Justice and other
government agencies expanded their efforts to combat fraud,
waste, and abuse.

To summarize, this data leads us to expect
rebasing to have a limited impact, if any, on access.
Access is very high right now, with utilization more than

double what it was at the beginning of PPS.

The small size of the reductions, less than half a

percent a year, suggest that they should not significantly
change the financial incentives for utilization.

The experience of recent years suggest that
factors other than payment can have a significant effect on
utilization. 1If policies to drive down fraud, waste, and
abuse continue to be implemented, utilization could drop.
If other trends, such as the decline in IPPS admissions,
continue, this too could drive utilization down.

Next we are going to examine quality. We will
look at quality on three measures: hospitalization during
the home health stay, and two functional measures that

examine improvement in walking and improvement in
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transferring at discharge.

Looking at hospitalization, we see that the rates
are mostly unchanged even though payments increased
significantly. The hospitalization rate was 28.1 percent in
2003. Average payments in this period increased 22 percent,
but the hospitalization rate barely changed, at 28.9 percent
in 2010.

The steep increase in payments contrasts with the
relatively flat rate of hospitalization and suggest that
there was not a relationship between payment and
hospitalization during this period.

This chart shows how the annual rates of
improvement reported for transferring and walking have
changed, and again periods of payment decline have been
shaded. We have displayed rates for all agencies, as each
of the four categories in this report followed similar
trends.

These rates increased in most years throughout
this period, regardless of the direction of payment policy.
The one exception was the transferring rate for 2009. 1In
this year the rate declined slightly while average payments

per episode increased 3 percent.
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Overall, these trends suggest that changes in the
functional rates of improvement were not highly correlated
with changes in payment. The rates of improvement increased
in 2011 and 2012 when payment fell, and the only year with a
decrease, the rates for transferring in 2009, was a period
that average episode payment increased.

In terms of the mandated report, the results for
both hospitalization and functional improvement suggest no
tie to quality, and so consequently we would not expect the
reductions in PPACA to cause a decline.

Based on our analysis so far, we expect rebasing
to have a limited impact on the three areas we were asked to
review. The rebasing cut is small, as the cuts are
counteracted by the annual update. The sequester would
slightly increase the size of the reduction, but it would be
smaller than reductions the industry has faced in the past.

Past history suggests that some or all of this cut
will be offset by growth in case-mix, so the payment
reduction may be even smaller than expected.

We would note that agencies have been able to
sustain their high margins in the face of past cuts to the

base rate, by increasing case-mix as mentioned earlier. But
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they have also been effective at controlling costs. For
example, when PPS was implemented, they reduced the number
of visits provided in an episode by one-third.

There is also reason to believe that margins could
be higher than we reported as CMS found that in 2011
agencies overstated their costs by 8 percent.

The key message of this presentation is that past
payment changes have not had a significant impact on access,
supply, or quality.

The supply of agencies has increased overall,
regardless of the direction of payment policy. Urban and
for-profit agencies increased while nonprofit and rural
agencies decreased.

Utilization has increased in aggregate and on a
per beneficiary basis, and though it has declined recently,
factors other than payment policy likely account for much of
this decline. And throughout this period, our quality
indicators did not appear to change in tandem with the
direction of payment policy. The rate of hospitalization
was unchanged, and the functional measures generally
increased every year regardless of the direction of payment

policy.
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This completes our initial review under the
mandate, but I want to take a moment to mention some of the
industry concerns about rebasing.

Last year CMS released an estimate that suggested
43 percent of home health agencies would have negative
margins in 2017. This higher rate is unlikely for reasons I
will describe in a moment, but I would note that a rate of
40 percent is in the range of other provider categories with
adequate access and even lower than some categories such as
hospitals.

In any payment system we expect there to be
efficient and inefficient providers and consequently expect
some providers to have negative margins.

I would also note that the higher rate assumes
agencies do not fully adjust their cost structures to
reflect the lower payments, which seems unlikely given the
small size of the remaining cuts.

The estimate also assumes that lower-margin
agencies do not leave the program and higher-margin agencies
do not enter during this period, even though past experience
supports this trend.

Some margins reported by publicly traded agencies
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are lower than those in the MedPAC report, reportedly as low
as 2 or 3 percent. These margins include non-Medicare-
covered costs and sometimes include non-Medicare-covered
services.

In addition, the majority of home health agencies
are not publicly traded, so their data do not reflect the
financial performance of most agencies. Our reported
margins reflect agency cost under all of Medicare's home
health requirements.

The industry has also noted that PPACA includes
other cuts in addition to rebasing that have or will reduce
payments by tens of billions of dollars. I would note that
our past analysis and future estimates of home health
include the effect of all of these policies. Our estimates
for 2014, the first year rebasing is in effect, projects
that margins will equal 11.4 percent.

The industry also contends that episode cost
growth will push down margins significantly. This is
contrary to the history of the benefit. In the past, home
health agencies have been nimble in adjusting costs when
payments change. Cost growth has averaged about 1 percent a

year, with many years showing declines. For example, in
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2012, we reported that average cost per episode fell 1.4
percent.

This completes my presentation. I hope it is
useful for informing your discussion, and I look forward to
your questions.

MR. HACKBARTH: Okay, Evan. Thank you. Good job.

So I propose that we have two rounds of discussion
on this; the first, a clarifying-gquestion round with
"clarifying" defined narrowly, what does row two on column
three mean, that sort of question. And then for the second
round, rather than going around the table, I propose that we
have more of a free-flowing discussion, much as we did at
the last meeting on a couple of the topics, and I will
invite a couple commissioners to make initial points, and
then we will see if people want to pursue those threads and
take that for now, and see if we need to open up new topics
for discussion.

In the fall, when we get closer to doing the final
report, we will do a round two where we go around the table,
so that everybody has a chance to be on record with their
questions and comments before we finalize the report. I

think for our first discussion, a more fluid conversation
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for round two is probably more useful.

So that's my plan. Let me invite round one
clarifying question, and we will start on this side with
Herb and Alice.

MR. KUHN: Ewvan, thank you very much for that
report.

So the three quick clarifying questions, one is on
page 20 when you talk about rebasing the cut, a small 1.6
percent, is that consistent with what CBO scored this at
when PPCACA was passed?

MR. CHRISTMAN: No. It's lower.

MR. KUHN: TIt's lower. Okay.

So what has happened from when their initial score
to kind of where we are now?

MR. CHRISTMAN: Well, let's see if I can get this
right. What they assumed in the original scoring is that it
would take down payments by —-— they would reduce the base
rate in 2014 through —-- excuse me —-- 2014 through 2017 by
3.5 percent of the base rate in effect in each of those
years, and that's the way people have long assumed that this
would be implemented.

In the process of putting the reg into operation,
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when they released the proposed reg, that was the way they
showed these cuts, and then in the process of taking
comments and reviewing the comments on the proposed reg, CMS
changed its interpretation of the law to mean that it could
only be 3.5 percent of the base rate in effect in 2010. And
so that means it could only take out $81 a year. So because
the size of the base rate has grown marginally since then,
the actual cut is less than 3.5 percent a year.

MR. KUHN: Thank you. That's helpful.

The other thing in the read-in, you talked about
growth primarily in five states: Texas, Florida, Louisiana,
Oklahoma, and Mississippi. What percent of total growth is
attributable to those five states?

MR. CHRISTMAN: 1It's a good share. I can't pull
that off the top of my head. You know, they probably have
led the area in growth —-- the nation in growth. I wouldn't
be surprised if they account for the majority of growth, but
this —-- the interesting thing is that I think we're —-- you
know, we're starting to see a shift.

I mean, a good example is 25, 30 states had
increases in 2012, and one of the fastest-growing states was

California. So I think what we're saying maybe is a slowing
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in some areas and possibly an acceleration in others.

MR. KUHN: And then my final kind of question on
this is on Slide 14, you talked about access issues and how
rural access or I guess growth in rural areas has been about
the same as in the urban areas, and I'm just curious how
that works, because in the rural areas I am most familiar
with, you have got greater distances to travel. And so it's

harder to get the same number of visits per day as you might

have in some more concentrated urban areas. So how are we
seeing with perhaps fewer rural providers —-- obviously, I
know 99 percent have one in a zip code. So any other kind

of thoughts behind the scene why we might have that
equalization, given those greater distances of travel?

MR. CHRISTMAN: I think when we've looked at this
in the past, in general, it's mattered less whether you are
urban or rural but whether you're in a state or region that
has high use and low use. So the example we always use 1is
something like South Dakota has probably the home health
utilization in the country, and that's true for both urban
and rural areas, and Texas is the reverse, very high in both
urban and rural areas. And I will come to your point in a

second.
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There are some areas that have lower utilization.
That's true, but the term "rural" is too broad, I guess, in
some sense. There are 13, 14 states where the rural
utilization is higher than the urban utilization. It is
just not a good way of splitting this.

And so to kind of get at this a little bit -- this
is mentioned in the paper -- we looked are rural areas that
had relatively few providers, three or fewer providers, and
compared the rates of growth and utilization in those areas
to other rural areas, and they generally grew at about the
same rate.

Now, the level of utilization was very different.
It was about half, and so it's true that there are some
areas with low use, but I wouldn't be surprised if they are
areas with low use to other services.

In general, some of you may recall the table we
put out in the March report that shows the 25 highest-
spending countries. Twenty of those are rural; a handful of
them are even classified as so-called "frontier." So I
think that there are some areas where perhaps the access is
not the same. It may be relatively low, but it's a class.

The rural areas are generally comparable with the urban
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ones.

DR. COOMBS: Just a gquestion about the 43 percent
which are negative margins. Do we know anything about if
they fit into the LUPA categories? You did a nice Jjob with
Table 3 on page 16, and I am wondering if we can say
anything about the negative-margin home health.

MR. CHRISTMAN: Sure. The general story on
margins and home health is when we've looked at it, we
looked at patient severity. We looked at the types of
services offered, and really, the biggest difference between
high- and low-margin agencies is their cost per visit. It
is almost like if you tell me your cost per visit, I can
tell you your margin. It is a relatively strong
correlation.

Generally, the negative-margin agencies generally
have a much higher cost per visit, and it's not apparent
that they serve more severe patients. They tend not to be
disproportionately urban or rural. They do tend to be
smaller, and so to our extent, it doesn't suggest there is a
gross imbalance in the payment system that is unfairly
making those agencies negative.

Now, that said, one of the things we've
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recommended, we recommended removing —-- changing the way
Medicare pays for therapy in home health. Right now, it is
based in part on the number of visits you provide. More
visits equal more dollars. We believe that system has led
to some abuse, and we have suggested that Medicare pay for
therapy services the way it pays for everything else, Jjust
looking at the patient's characteristics. And that would
have the effect of moving some dollars for what had in the
past been high-margin agencies to the relatively low-margin
agencies.

Now, we didn't recommend it for that reason. We
recommended it because we thought that there were signs that
this system was being abused and driving up volume, but the
bottom line is we don't think that the payment system is
really that unfairly stacked against the negative agencies.
They would receive some help i1f Medicare implemented the
changes we recommended.

DR. COOMBS: So, 1n essence, your costs are higher
in these negative-margin entities.

MR. CHRISTMAN: Exactly.

DR. COOMBS: Okay.

MR. HACKBARTH: Clarifying questions. Any more on
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this side? Peter and then Mary —-- oh, a number of people.
Peter first and then Bill, Bill, Mary, Jon.

MR. BUTLER: Slide 13. I am trying to get a
picture now again of this access question. The bullet says
99 percent of beneficiaries have lived in a zip code served
by home health since 2004. So I'm trying to relate that to
today. If somebody —-- what percentage of Medicare
beneficiaries, if they called up and said "I need health
care" can get it? Is it 99 percent? How should we look at
the extent of the access issue, if there is any at all?
Because this sentence, it doesn't gquite sit with me.

MR. HACKBARTH: Yes. The sentence is sort of
oddly structured. So does this mean that each year since
2004, we've measured this variable, and every year, we have
found that at least 99 percent have had an agency operating
in their zip code?

MR. CHRISTMAN: Right. And the point, I guess,
we're just trying to make is that the number of agencies in
that year was somewhere around 7,000, and today, we're
pushing around 13,000. And the question is sort of if 99
percent of beneficiaries lived in an area served by home

health in 2004 when there are 7,000 agencies, there wasn't a
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lot of room to push that number up when you added 6,000.
MR. BUTLER: So Tom Dean must have the other 1

percent or something like that, our former commissioner -—-—

[Laughter.]
MR. BUTLER: —- because he was the one that always
said, "Not in my state. I got issues." But if it's in

every zip code virtually, there is home care.

MR. CHRISTMAN: And it is a fair observation that
the presence of an agency doesn't mean that every patient
who seeks home health is going to necessarily get accepted,
but there are a lot of areas where there are multiple
agencies. I believe the number is somewhere around 86
percent of beneficiaries live in an area served by five or
more home health agencies.

DR. HALL: I wondered if in your analysis of this
topic whether there was any rebuttal from the industry on
this. I am thinking of some of the quality measures of
transferring and walking, which showed a dramatic
improvement from the early 2000s up until the present and
then a slight dip in the last year. Is an alternative
argument that the growth and availability of services 1is

actually positively reflected in quality measures that we
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have been looking at very carefully over the last couple of
months?

MR. CHRISTMAN: I guess I'm a little confused by
your question. I mean, the rates of growth have dipped a
little bit. The numbers have generally turned it up.

I guess I would simply say that these measures, we
look at them, and I think one of the things that's striking
to us is that the patterns of change are relatively
consistent, no matter what's going on in the benefit. And
it's also a little bit mysterious to us how hospitalization
can be flat and the functional measures can increase.

So these measures have the advantage of ——- you
know, Medicare is one of the few places —-—- excuse me —-- home
health is one of the few places where we are measuring
function in admission and discharge and can get that
information, but these data suggest that they're generally
invariant across time, the trends are, and it makes it hard
to think about what it could be related to. The supply of
agencies 1i1s roughly doubling over this period, but it
doesn't appear to be ——- regardless of that, though, that
pool of agencies' reporting is changing; the trends aren't.

MR. HACKBARTH: Bill Gradison.
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MR. GRADISON: Three, hopefully, quick questions.
First, it seems like we are seeing an increased number of
states and, in some instances, municipalities setting their
own minimum wage at levels above the federal rate, sometimes
significantly. Are these adjusted? Are the payments to
these agencies, many of which hire people at relatively low
ages, adjusted annually?

MR. CHRISTMAN: They do get an annual payment
update, like all of the systems. Some years, it's reduced.

MR. GRADISON: On page 8, at the bottom, talking
about margins, it says even the individual provider
categories —-- for- profit, not-for-profit -- that have been
rural have margins greater than 11 percent, not shown. If
you have the data, I would suggest you include it in the
final report.

MR. CHRISTMAN: Okay.

MR. GRADISON: Thank you.

And finally, the only reference I saw in here with
regard to the experience if MA plans is on page 27, and it's
very helpful. It has to do with qualitative issues. Do you
have any sources of information in terms of MA plans, but

they're actually paying for home health care, as compared
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with the Medicare payment rates for home health care?

MR. CHRISTMAN: My understanding is that in
general, they pay for it very differently. They pay for it
on a per-visit basis often, and they'll use some sort of
preapproval process where you get a certain number of
visits, and then they'll come back and reauthorize you if
you think they're necessary.

Historically, we have also heard complaints that
Medicare Advantage rates are lower than fee-for-service
rates, which shouldn't come as a surprise. Some have
suggested as Medicare's rates have gotten ratcheted down
that some of that has gone away, but in the past, that's
something that the industry has complained about and said
that —-— we don't agree with this argument, but they've said
one thing higher fee-for-service payments do is subsidize
lower MA payments.

MR. GRADISON: Finally, on that same point about
MA plans, it says here on page 27, the latter, that's MA
beneficiaries, account for about 15 percent of
beneficiaries, including the data. I was very struck by
that 15 percent, since more than a quarter of all Medicare

beneficiaries are covered by MA plans. I don't quite know
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how to interpret that, whether how much of it may be
relating to a lack of adequate risk adjustment of some kind
or a different attitude in terms of the willingness to
provide home health care in the MA plans on average as
compared with traditional fee-for-service.

MR. CHRISTMAN: And this has been something we
have talked about quite a bit, and to sort of mention
something that I know the commissioners are very interested
in, the MA encounter data will finally allow us to sort of
get a sense of what home health utilization looks like. TWe
are kicking around trying to use the OASIS data that is
collected for MA as a way to sort of look at the differences
between MA and fee-for-service utilization of the service.
Given the vagaries and inconsistencies in how some OASIS
data is recorded, I think that the encounter data will have
much greater utility for that.

But this difference between MA and fee-for-service
is definitely something that we're trying to figure out how
to look at.

MR. GRADISON: Thank you.

MR. HACKBARTH: Craig, Scott, anything you want to

add on how MA plans approach home health? Don't feel
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obliged to if you don't have anything, but I just wanted to
give you the opportunity.

MR. ARMSTRONG: Well, I just would comment that
for us, home health is a big cost center. I mean, we employ
our own home health staff for big metropolitan markets, so
it's hard to really relate to the payment issues. And
honestly, I don't know how we structure the relationship
where we do purchase those services in other markets.

But we see, to a large degree, this is kind of a
return on our investment, what are costs that we're
preventing or avoiding by virtue of investing in home care
services.

DR. SAMITT: Beyond just the single instance, I
think it highlights the opportunity that exists in a more
bundled payment environment where in essence, where we say
if there are areas there there's opportunity for greater
efficiencies, we capture those efficiencies and redeploy the
dollars to where there is greater need of primary care or
other sorts of investments in a similar mode.

So similarly, we have the freedom to restructure
our relationships with home care agencies, so that we can

capture those efficiencies and redeploy them.
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DR. NAYLOR: So you mentioned you didn't have re-
housed [phonetic] data for 2011 and 2012, and I'm wondering
if that is going to be available before this report is
completed.

MR. CHRISTMAN: The short answer is absolutely,
and we are breaking out MA and fee-for-service populations
as well, so we can look specifically at fee-for-service.

DR. NAYLOR: Terrific.

And on Table 3, I guess the only group as you're
looking at the issue of impact of rebasing on access and so
on, drilling down the non-profit versus for-profit agencies
and the negative changes cumulative from 2001, 2012, on
episodes per 100 fee-for-service beneficiaries, I'm
wondering if that suggests really that we need to really
explore more deeply the differences between for-profit, not-
for-profit, particularly going forward.

MR. CHRISTMAN: The difference in the trend is
striking, and the basic message is that the for-profits in
terms of total volume have held constant, and the number of
those agencies have dwindled. And the number of for-profits
has increased, and the number of those agencies has

increased. And it Jjust starts to look like a situation
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where you have a secular shift almost going on.

In general, they have had similar margins on the

freestanding side. It is not a case where we see the not-
for-profits having -- you know, not being able to provide
more episodes because they are unprofitable. They have

generally had margins that are comparable to the for-profit
agencies, and so sort of getting more of that, given the
differences in the rates of non-profit across the country,
some of it probably comes down to the vagaries of what's
going on in different markets.

DR. NAYLOR: I think it focused on the issue of
access and where you're seeing fewer home health users in
episodes, whether or not that's a trigger for —-

MR. CHRISTMAN: So maybe what we could do is look
at areas, you know, with flat or declining utilization and
see 1f the shift of —-- are they served disproportionately by
nonprofits? Is that kind of what you're —-

DR. NAYLOR: Exactly [off microphone].

MR. CHRISTMAN: Okay.

DR. SAMITT: Can I ask one clarifying gquestion on
this? 1In terms of the dwindling not-for-profits, are these

agencies closing their doors? Or what is the M&A
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experience? Are these agencies being acquired by the for-
profits?

MR. CHRISTMAN: Some of that can be really hard to
get at. I think -- my understanding is, you know, in
general, I think they've been closing. Some may have been
acquired or switched their status to for-profit. That may
have occurred. But based on my conversations, I think most
of them have been folks closing, and they're probably
closing in areas where for-profits may be opening.

DR. CHRISTIANSON: I think the last two
discussants pretty much covered my questions. I was
wondering why we don't have margins for nonprofits. We have
nonprofit comparisons in most of the other tables, and the

issues that just have been raised by Craig and others I

think are worth spending some more time on. I don't kind of
get my hands around or head around -- or hands —-- why given
margins are over 10 percent we have -- I understand why

there's a declining percent of episodes delivered by
nonprofits, because the for-profits are expanding so
rapidly. What I don't understand is why we don't have equal
expansion in nonprofit agencies given that kind of a margin.

So that's kind of the question that's raised for me.
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And a lot of these tables show, you know, —- well,
they almost all show better performance on the part of
nonprofits, not dramatically better in terms of the numbers
but better. So we have a declining portion of the industry
that has been delivering the highest quality care, and
that's a little bit concerning, I guess. I'd like to
understand kind of what's going on here. And Evan is saying
it's hard to figure out, but I think it's worth some effort
to try to figure that out.

MR. HACKBARTH: So let me just pick up on a
question that —-- or Evan's response to Alice's question
earlier. So, Evan, I think you said that, in looking at
financial performance, the critical variable is the
variation in cost per unit of service.

MR. CHRISTMAN: Cost per visit.

MR. HACKBARTH: Cost per visit, which is
important. It's not cost per episode. It's cost per visit,
is the critical variable. So remind me what analysis we've
done in the past about what are the patterns in variation in
cost per visit.

MR. CHRISTMAN: Okay. So about four years ago, we

did a chapter comparing the characteristics of high-margin
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and low-margin home health agencies, and that's primarily
what I'm cribbing for here. And in that chapter, you know,
we wound up looking at cost per visit, number of episodes
provided in a —-- number of visits provided in an episode,
beneficiary characteristics, and those types of things. And
the biggest difference in absolute terms and percentage
terms was the low-margin agencies and the high-margin
agencies were very different on cost per visit, and that
difference was somewhere around 30 percent. You know, sort
of digging into my memory banks here, I believe the
nonprofit —-- the highest-margin performers had cost per
visit of somewhere around $90, and the low-margin agencies
had a cost per visit of somewhere around $120. And so there
was a demonstrable difference.

DR. CHERNEW: I want to ask a clarifying question
on Glenn's clarifying question. When you talk about cost
per visit, that's an average cost per visit using all costs
as opposed to an actual marginal cost of what was spent in
the visit, so agencies that have a big fixed cost and a lot
of visits could have a low cost per visit, but that doesn't
mean the actual cost of doing the visit is necessarily

different —-
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MR. CHRISTMAN: It was not a marginal cost number
we did, so that's right.

MR. HACKBARTH: Were you able to decompose the
cost per visit, how much of the variation is attributable to
wages versus, you know, G&A expense versus other things?

MR. CHRISTMAN: I can't remember if we looked at
that work, but I would say that the salaries —-- the direct
or indirect portion that are salaries in this business 1is
somewhere around 70, 80 percent. So it would suggest to me
that at least, you know, a piece of that would have to be
that. Some of it would likely be in the overhead. You
know, the fact that high-margin agencies tended to be much
larger than low-margin agencies suggests there was maybe
some overhead differences as well.

MR. HACKBARTH: So this is where I wanted to go.
So if I heard you correctly, you're saying 70 to 80 percent,
to your recollection, was attributable to wage differences
as opposed to differences in overhead expense or travel
expense.

MR. CHRISTMAN: And maybe I spoke a bit too fast.
I guess what I was saying is if you look at the cost of a

visit, about 70 to 80 percent of it is wages of some sort.
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MR. HACKBARTH: Oh, I'm sorry.

MR. CHRISTMAN: We haven't decomposed the
differences as you suggested, not that I recall. But, you
know, the fact that such a high share are wages suggests
that some of the differences has to be wages.

Another piece of it, of course, you know, could be
some overhead because we did notice that high-margin
agencies were larger, suggesting —-- you know, and that would
generally suggest they have lower overhead costs per visit.

MR. HACKBARTH: Okay. Well, I won't pursue this
further now, but it seems to me that given that the cost per
visit is a critical performance variable here, understanding
a little bit more about that variation may shed some light
on things.

DR. CHERNEW: I was going to make a completely
different set of comments.

MR. HACKBARTH: Okay. Well, let me invite you to
do that. We'll kick off Round 2 and take it from there.

DR. CHERNEW: I had broad, different comments, but
the first point I'd make is I understand from personal
experience, some research stuff we've done, and general

anecdotes that the value of home care to the patients that
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are receiving it in general is beyond question. So, you
know, I want to start by a strong general shout-out to home
care.

That said, I want to make two sort of broad points
that transcend home are per se. The first one is: As a
general rule, it's possible to overpay even for high-value
services, so evidence that something is high value doesn't
simply we need to pay more of it. And I think we have to
have a set of criteria, again, beyond home care, to know
when we should stop. What's the right way to measure?

And so my broad comment is I applaud the aspects
of this chapter, which essentially applies in somewhat more
detail our general criteria for payment, which I like very
much, to this area, and I'm supportive of the general
conclusions that while there are a lot of issues that are
important in this area, as there are in many other high-
value areas, 1t strikes me that the general criteria that we
would posit remains supportive of the notion of rebasing,
and that's basically where I come down. And I want to be
clear. That's not because I think home care is invaluable
or it's not —-- you know, it Jjust it seems to me that the

payment is adequate.
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MR. HACKBARTH: So let me ask if —-- you don't have
to build on Mike at this point. I want to get a couple
comments out. Then we can decide where the interest is and
where we want the conversation to go.

MR. KUHN: I Jjust kind of want to reflect a little
bit on the nature of this report a little bit and the fact
that many of the things that are in PPACA that are going to
come forward don't begin until 2015 on the rebasing, and so
we're kind of in a situation here where we're trying to
predict what we think is going to happen here. This is kind
of more a prospective report. So my guess is, as this is --
whatever we put out this year is something we're going to
have to come back and look at every year on an on going
basis as part of that.

But the thing that I find interesting here as we
go forward is i1if we're going to have to come back and
revisit this stuff in the future, what's kind of the best
surveillance tools? Obviously we have a set here that we've
used for a number of years to talk about the annual update,
and that's reflected in what we talked about here. But are
there other surveillance tools that we can use to look at

the issues that we're charged with here in terms of
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beneficiary access and quality of care? Obviously we've
talked about the MA encounter data, something that's going
to be coming soon that's out there. But what I'm concerned
about here a little bit is the fact that we've got high
growth, over 50 percent of the growth in five states. And I
just worry about a bifurcation of if we're lumping
everything together nationally in terms of these numbers,
what happens in certain regions of the country as we
continue to move forward? And can we disaggregate the data
to really kind of understand and more micro-target where we
think there might be access issues, there might be quality
issues as we continue to look in this area?

So obviously some of the surveillance stuff that's
used out there right now or the quality improvement
organizations —-—- or I guess they're changing now, they're
going to be called QINs now, quality improvement networks I
think is the new term. It's an improvement. Of course,
we've got the MACs, the Medicare administrative contractors,
which hear things and see data that's out there. Obviously
the CMS regional offices or HHS regional offices get calls
from beneficiaries and others.

But I just am trying to think about being the
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prospective nature of this report, given though that we have
high activity in some parts of the country, how do we make
sure that in aggregate numbers we don't overlook other parts
as we go forward?

MR. HACKBARTH: Just a couple reactions to that,
Herb.

First of all, on your initial point, one of the
sort of odd things about this mandate is that in point of
fact every year, as part of the update process, we look at
access and quality of care, not just for home health, for
every provider, and make a recommendation about whether the
payment rates are adequate to assure access to quality care.
So in that sense, this is a redundant request, and we won't
do it Jjust once. We won't respond to this mandated report
just once. We will do it every year. That's our job. And
I think that bears emphasis.

On the second point of losing information, having
it buried in averages, in recent years Evan -- in part in
response to Tom Dean's insistence and relentless effort to
get us to look beyond the averages, you know, we've broken
down these numbers into a lot of different sub-categories to

try to identify just that problem, that, oh, the rates may
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be good on average, but there are identifiable pockets where
they are not and where access is problematic as a result.

Despite our ongoing efforts to slice and dice the
data in different ways, we have been unable to find
significant patterns of that sort.

Now, I hasten to add that does not mean that there
are not potential areas of the country that might have a
problem, including Tom Dean's home area. But it does mean
that if there are problems of that sort, they are very
specific circumstances that need to be addressed with very
targeted policies, not by holding the base rate high for the
whole country of home health providers.

So I agree that you can lose information in
aggregation, important information, and we need to slice it
and look at it different ways. And we've tried to do that
in recent years. We're open to still more ways, 1f people
can make specific suggestions on how to do it. But it still
doesn't lead to a policy conclusion that high rates for
everybody are the response to narrow, targeted problems.
That is never a proper policy response.

DR. NAYLOR: So just building briefly on Mike's

comment, I think that we don't want to overvalue high-value
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services, but we also want to make sure that we're targeting
policies to the highest performers among those.

Here's what I think this could -- where this could
go that's a little bit different, and it builds on Herb's
comment. We could think about this as a framework for
looking at access and quality which is what the report has
done, that also helps us to understand how other PPACA
initiatives that are ongoing integrate with access and
quality. So not just thinking about the work that we do
each year, but here what impact will bundled payments and
the innovations that are going on, how do they integrate to
affect access and quality, which is —-- you know, so here are
the gquestions about rebasing access and quality, but a
framework could be developed that said we need to be taking
a look at numbers of efforts simultaneously to really
understand access and quality. Rebasing is happening as
part of that.

I'm not a dead record on this one, but I do think
taking a look at post-acute versus community-based as a way
—-— and you have done that in earlier reports —-- in looking
at access and quality 1is very important, especially given

the data that we've seen about differences in use of
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services that are post-acute following hospitalization and
those that start from the community. And I certainly think
that the not-for-profit/for-profit conversation that we
began to talk about is another part of the framework.

I guess the last is a gquestion for you again, but
on the issue of case-mix and the report, CMS' report, you
know, have we come to a tipping point on that, meaning -- or
is this something we need to continually monitor?

MR. CHRISTMAN: I mean, I guess you're talking
about the growth in case-mix, and, you know, the growth in
case-mix has slowed in recent years. But one of the things
that -- you know, two things that drive it, like anything
else, are the rate of coded conditions —-- and, you know, we
may see that continue to grow in the future. The second
piece is the increase in therapy. And CMS has done some
things administratively to try and ratchet down on the
growth in therapy, but they've only applied those safequards
to a subset of episodes. And what we've seen is, you know,
that the share of episodes qualifying for extra therapy
payments continues to increase.

There has been concern from the industry, from

CMS, from everyone, that some of this growth is
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inappropriate, and so I think there is a chance we will
continue to see some case-mix growth continue in the future.

MR. HACKBARTH: Okay. So I know several other
people have had their hands up, but what I would like to do
now is we've got sort of three different initial comments
out there: Mike with his memorable phrase that -- what's
your slogan now, Mike?

DR. CHERNEW: You forgot my memorable phrase?

MR. HACKBARTH: Yeah, right.

[Laughter.]

MR. HACKBARTH: I just can't --

DR. CHERNEW: That you can overpay for even high-
value things.

MR. HACKBARTH: There you go. So that's one.
Herb opened the door to trying to understand the variation
in performance, including cost and margins, better. Mary
opened a couple different ones, but her initial one was, you
know, thinking forward about how policy in this area fits
with future payment reform. So I'd invite comments on one
of those three and identify, you know, where you're taking
us. So I have Dave and Craig and George and Cori.

DR. NERENZ: I guess this would be on the Herb
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line of thought, and it just follows on some of the
excellent discussion we've already had about the low-margin
providers and the highest cost, and just what I'd like to
focus on are the consistently low margins among the
facility-based providers. It's an observation we've made
before. We've seen it in other domains.

The question would be whether there is any
evidence of any corresponding benefit in either the quality
or subsequent cost domains in that particular class of
providers. The report talks about how part of the negative
margin may simply be a cost allocation issue or the parent
hospital simply decides to put some costs over there, and
maybe it's as simple as that. And if so, then not a big
problem. It may be that it's a unit cost issue, and if so,
I'd kind of be interested in knowing more, as we've already
said.

What actually is that difference? And why would
that be true for facility-based agencies as a class? But
that question has already been asked.

As a matter of philosophy, in a number of domains,
we've said that we favor integration, integration is good,

connections among silos and parts of the system are good.
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So this would seem to be an example. A facility-based home
health agency would seem to be a structural example of
integration as opposed to freestanding.

But there doesn't seem to be any evidence that
it's good. So the question is: 1Is there any evidence that
it's good by any metric we can find?

MR. HACKBARTH: So there are a couple different
things that I hear in that. Let's break them apart for
Evan's response.

So the first is a question about what we know in
this particular instance, home health, about the performance
of facility-based providers, why their costs are higher, why
they have margins. Evan, do you want to address that first?

MR. CHRISTMAN: The main point has always been
that they have costs per visit that are just so much higher
than free-standing agencies. That's always been the biggest
difference. And we have decomposed that in the past, and
frankly, I don't have it top of mind, but we can certainly
dredge that up.

In terms of the patients, we haven't observed huge
differences in the patients, and so the main piece has been

that cost per visit, but we can take a look at that and see
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—— sort of break it out in the direct and indirect and see
what it does.

MR. HACKBARTH: And then the second issue, this is
an example of integration. I guess I would take issue with
that a little bit. I don't think our view ——- and I'm only
one member of the group, but I've never thought of our
position as being, oh, integration is good in particular
corporate structures and ownership relationships, but rather
that we favor payment models that create clinical and
financial responsibility for defined populations, and that
responsibility can be organized in a lot of different ways.
And so I'm not sure that I think our position, to be real
blunt about it, has been hospital ownership of all the lines
of service is a good thing inherently.

DR. NERENZ: No, that's okay, and actually, we're
not that far apart.

I was sort of reaching for evidence, perhaps, of
clinical integration or care coordination or something that
I think we've been a little more consistently favoring
without specifically saying this is the organizational form
with which you reach it. I'm sort of —— but still here

looking for that kind of evidence, and there may be none.
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DR. CHERNEW: The interesting thing would be if
the margin facilities were doing worse, for whatever reason,
any argument for integration in that particular case
wouldn't hold as much water.

I mean, the purpose of integration was going to be
there's some economies of scope, some savings, a bunch of
other things. That might not be true broadly across the
board, and this might be an example where that's not the
case, or it could Jjust be the accounting things that you
talked about before or any one of a number of other
unmeasured factors that great facilities differently.

MR. HACKBARTH: So Dave has picked up on the Herb
thread of the cost structure and what do we know about it,
with a particular interest in the hospital-based facilities.
Anybody else want to go down that path right now? Any other
questions for Evan about how costs vary? It doesn't have to
be about hospital-based facilities, but the cost structure
and why some have higher unit costs than others. Anybody
else have questions on that?

George.

MR. GEORGE MILLER: I don't have a question. I do

support Herb's thinking, particularly in the rural areas,
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and to Dr. Dean's concern, but I agree with you that it
seems that the evidence doesn't support that issue.

I lived in a rural area in a small town of about
8,000, and we had 43 home health agencies. I mean, it was
just incredible.

MR. HACKBARTH: You're talking about the gas
station-based home health agencies.

MR. GEORGE MILLER: Yeah, yeah.

[Laughter.]

MR. GEORGE MILLER: Now, Dr. Dean is a different
issue.

MR. HACKBARTH: Facility-based for --

[Laughter.]

MR. GEORGE MILLER: Didn't have cost allocation
like we do in the hospital.

MR. HACKBARTH: Anybody else on this thread of why
costs vary?

Craig, you want to take us in a different thread?

DR. SAMITT: Sure. So I don't know whether it's
Mary or Michael's. It could be a little bit of both, but
it's really about a future framework for us to really

evaluate overpayment of high-value services, because I think



10

11

12

13

14

15

16

17

18

19

20

21

22

53

the challenge that we face is we're not talking about a
comparison of overpayment of high-value services to low-—
value services. We are not thinking of a shift there. We
need to do a comparison of overpaid high-value services with
underpaid high-value services, and I'm just not sure that we
have got a clear framework that enables us to say, all
right, we look at these margins in home health payment. Can
we comparatively say for all of the other high-value
services —-- hospitals, physicians -- or anything else that
equally matters that we have a comparator, so that when we
look and stare at these things, we can say we need to begin
to redeploy resources to other high-value services? I'm
just not sure that we've got an effective framework yet to
really make those comparisons.

The one striking thing for me that I began to
think about as we were talking about the 42 percent here is,
remember, when we were talking about hospital payment. We
were looking at the efficient hospitals as the pay setters.
We were concerned when the efficient providers were
achieving negative margins. So I'm less concerned about
looking at when the inefficient providers are hitting

negative margins.
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So I wonder if a framework should be we constantly
focus on the efficient provider in each sector as the
benchmark, and those are the folks we're worried about, and
we try to get every other provider to achieve a level of
efficiency at a comparable level as that gold standard.

MR. HACKBARTH: Evan, I recall that we have tried
to identify efficient home health agencies and do an
analysis of that. Do you want to fresh our recollection on
what we found?

MR. CHRISTMAN: Sure. We'wve published this now in
the March report for 2 or 3 years, and we use the same
criteria, general criteria that we use for hospitals and the
other efficient provider categories. We look at a home
health agency's performance on measures of cost and quality
over a 3-year period, and we identify agencies that have
done well on one or both measures. In general, we find that
these agencies are a little bit bigger than average. They
have lower cost per visit, and the bottom line is their
Medicare margins tend to be about 5 percentage points better
than the national average.

And so I think you are absolutely right, Craig, in

the sense that that 43 percent is looking at the average
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provider, and if you sort of reframed it to look at the
efficient provider, it would be significantly lower.

MR. HACKBARTH: Okay. Anyone else want to build
no this thread? Bill?

MR. GRADISON: I didn't bring it with me, but I
took our March report and went through and Jjust tried to
write down on one sheet of paper, our estimate of the
average margin for 2014 for each of the siloes in which we
have cost information. Man, it is all over the lot, and it
ended up ——- I was pretty sobered by this, actually, because
we had started with negative for the hospitals, and some of
the others run up to 15, 20 percent, I think. I was going
to work it out in a few minutes, but I didn't bring it with
me. I think it's something -- in addition to the other
points we're making about looking across, it might be worth
taking a look at it.

I'm not recommending public utility pricing or
anything of that sort, but somehow I think we ought to have
a rationale if we're saying that our recommendation would
produce 15 percent average profit for this silo and negative
for some other silo of importance, like hospitals. Why? I

mean, why don't we Jjustify the differences? 1I've never
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heard a discussion of that here.

MR. HACKBARTH: Well, to be clear, our
recommendations for, say, home health would not lead to 15
percent margin.

MR. GRADISON: [Off microphone.]

MR. HACKBARTH: 1It's Congress' action that has led
to a 15 percent margin, and the fact that they have rejected
or not accepted our recommendations on rebasing, and when
they did so, they did rebasing, they did the much milder
version that Evan described at the beginning of this.

MR. GRADISON: Well, SNFs may be a better example.

MR. HACKBARTH: The same there.

DR. MARK MILLER: That's the same story.

MR. HACKBARTH: That's the exact same story.

So the variations that you see —-- and we report
this each January when we lay out our framework on payment
adequacy and the updates, and we show that the margins are
in fact, as you say, very variable, that is not a reflection
of MedPAC's policy. That's the reality that exists based on
what Congress decides to do with our a recommendation or
fails to do with our recommendations.

Our recommendations, i1f our recommendations were
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pursued, that variation would be substantially reduced.

DR. MARK MILLER: Can I just say -—-—

MR. HACKBARTH: We don't think it's a good thing.
That's the big point.

DR. MARK MILLER: Right.

MR. HACKBARTH: I don't want anybody to come to
this meeting and think, oh, MedPAC thinks that this
variation is okay and we have not tried to tackle it. The
opposite.

DR. MARK MILLER: I just want to make one
addendum, which is although margins are important, I don't
want us to get too focused on margins as being our primary
criterion for paying. There's others across the sectors.

MR. HACKBARTH: Okay. So anybody else want to go

in this direction, or do we want to open up some new terrain

here?
I'm sorry?
MR. BUTLER: Mary and Cori wants to say something.
MR. HACKBARTH: Okay. Cori just put her hand up.
Cori, did --

MS. UCCELLO: I'm just going to —-

MR. HACKBARTH: You have got the ball. Just say
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which of these threads you want to pursue.

MS. UCCELLO: I'm going to do what I want.

[Laughter.]

MR. HACKBARTH: Label it first.

MS. UCCELLO: Okay. I Jjust want to echo what Mike
suggested. I mean, I think -- yes, we agree that there is a
high value of home health, but we shouldn't be overpaying
for that. And I think he put that very well.

And I was frustrated reading this chapter in how
we're devoting so much time and attention to accumulative

reduction that's smaller than what's happened in the past in

one year alone. So I just think that we can even more
strongly —— although I don't know how much strongly we can
say it —-- argue for stronger rebasing.

But as Evan went through his presentation, he
really highlighted how the case-mix increases can affect the
overall payments, and it's made me start thinking, well,
rebasing alone may not be enough, and we need to do more to
think about how to address the case-mix changes when there
aren't —— that we can tell changes in the underlying
severity.

MR. HACKBARTH: Okay. Peter, I think, wants to
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take it in a different direction. Do you want to precede

Mary?

MR. BUTLER: I want to join Mary's alliance.

MR. HACKBARTH: Yeah, okay. SO ——

MR. BUTLER: I don't want to get voted off the
island.

MR. HACKBARTH: Okay. So we're going to move on
to Mary's thread now. Peter?

MR. BUTLER: Hi, Mary.

[Laughter.]

MR. BUTLER: So three quick comments. One is
that, obviously, I think we're paying enough, and there's
pretty darn good access, and there's still utilization
issues in some pockets and some markets and some -- so those
are kind of the natural things that we address.

So I think what we don't address enough of is a
little bit more of Mary's themes and what does a high-value
home health program look like that contributes to the bigger
picture continuum of care, because I sit and say this is at
$18 billion the biggest complement, supplement to kind of
being a trusted agent for the beneficiary compared to the

institutional options, whether it's SNF or LTACs or IRFs.



10

11

12

13

14

15

16

17

18

19

20

21

22

60

And I'm not sure we paint enough of a picture, not of, you
know, getting at the bad actors. We do all that, but what
is a high-value one look like that really truly does help
manage the bigger picture? Can we paint that profile and
reward that kind of institution, beyond Jjust looking at
efficient ——- whether they're efficient or they —-- but there
is a series of metrics, and you have some of them in here,
like hospitalization rates. But if we had a really good
profile that helped guide those kinds of agencies that help
the bigger picture and reward them or at least shine a light
on what they contribute beyond just being an efficient home
health program, I think that that would be a real added plus
of what we could do.

DR. MARK MILLER: Can I say something about that

or not?

MR. HACKBARTH: Yeah, you can.

DR. MARK MILLER: I mean, what I would propose to
try and do that, what's ——- one of the things that's been

most striking to me in the last, say, few months of
discussion with home health providers, I think a distinction
—-— and this is a little bit of a wvariant, I think, on Mike's

point —— 1is home health can be an incredibly valuable tool
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if it's in the context where it's used that way. I think
you put it out in fee-for-service, you shouldn't necessarily
assume you'll get that value.

And what has been striking to me is conversations
with people. We've brought in a lot of ACOs, and the ACOs
are starting to focus on post—-acute care, and they are
decidedly seeing home health as one of the mechanisms that
can help them get -- figure out what's going on with the
patient, but the mindset of the home health agencies that
are coming in and talking about this is decidedly different.
They talk about their mission and what they're doing
differently, and that's the long way around to maybe we'll
try and figure out the answer to your question by talking to
how people —-— the home health agencies dealing with the ACOs
are reconfiguring their approach to things. Maybe that's a
way to get to your idea.

MR. HACKBARTH: Yeah. See, this is why I didn't
want to let you talk, because you were going to steal my
point.

[Laughter.]

DR. MARK MILLER: Well, you wrote it down, and so
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MR. BUTLER: Can I add one --

MR. HACKBARTH: Just a second here. Just a
second.

DR. MARK MILLER: He's after me now.

MR. HACKBARTH: Yeah.

DR. MARK MILLER: [Off microphone.]

MR. HACKBARTH: So I want to pick up on Mary's

62

point and Peter's and Mark's now, and, you know, Jjust to be

provocative, I think the idea of a separate payment silo for

home health was Jjust a bad idea from the beginning, and then

to compound the error by moving to a per—-case payment
system, which creates seams in care delivery and all sorts
of wrong incentives.

Home health is an extraordinarily wvaluable
service, but by definition, it needs to be integrated with
other types of care. And we are never going to get to
identifying and rewarding the high-performing home health
agencies and eliminating the poor-performing ones by
manipulating home health per-episode payments. That is a

fool's errand, and what we need to do is move towards

payment systems where home health is properly integrated in
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care delivery, where it becomes, as Scott has so often said,
an extraordinarily valuable tool for not just managing cost
but improving patients' lives.

And we could analyze data till the cows come home
and make proposals on pay for performance for this or that
facet of home health. We're just wasting time, money,
political capital. We need to move towards integration.
That's my speech.

I saw Alice's hand.

What's that?

MR. BUTLER: We're done.

MR. HACKBARTH: We're done.

I saw Alice, and then let's see where Alice wants
to go, and then we'll invite some other —-

DR. COOMBS: I know the Chair is watching the
clock, and you have 4-1/2 minutes, but I Jjust wanted to say
this and get it out there. Some of the things that
resonated with me is, one, Mary and Peter's, what do you get
for what you are paying, and one of the key essential
things, I think has happened, is the readmissions have gone
down. And you're looking for ways in which this home health

is actually making a difference with, first of all, de novo
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admissions and then readmissions.

And then I think one of the key features I would
say 1s that if you could go back and look at what would be
defined as efficient home health agencies and then look at
what the readmissions were for those groups, because that's
where the rubber meets the road, and so that little pilot in
and of itself would actually propel some benchmarks in terms
of this is the average cost of a home health group that
actually makes a difference with de novo admissions and
readmissions.

And I would think that it would be important to
see first-time admissions because of the trend that Evan has
so nicely described. The engagement in home health is not
necessarily from the hospital, and so because home health
engagement now is a neighborhood, a community effort, it's
real important because you're lowing thresholds for getting
home health, but at the same time, you want that threshold
for productivity in terms of what they actually do to move a
meter with quality for a given dollar to really change in
implementation.

MR. HACKBARTH: So we're down to our last 3

minutes or so here, and I saw a few other hands up. I Jjust
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want to give everybody a quick chance to get comments out.
You don't have to pursue any particular thread, but if there
are urgent comments people want to make. Herb and then
George, Rita, and Jack.

MR. KUHN: I would Jjust say, picking up on the
themes that we're talking about, this one in particular, the
things that you said, Glenn, is one of the issues I think we
got to explore part of this is the homebound requirement
within home health, so that might be part of the future
conversation.

MR. GEORGE MILLER: Yeah. Herb just mentioned the
one I was going to mention, which is the homebound
component. If you really want to change the system and
being very provocative about changing the system, that is
one of the criteria that needs to be looked at.

And I was struck in reading the paper, the
chapter, all through the chapter, although it didn't say it,
there is still a lot of fraud and abuse in this sector, and
while I support Michael's statement about rebasing, what we
really —— you know, my view is that the Secretary has the
capability of putting more terms, and we've got access.

We've got quality, and with that growth, why do we need more
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agencies? It seems to me at some point, we need to cut the
spigot off and deal with it, so that's one thread that
hadn't been put on the table.

And in my home state, which is one of them, that
we Jjust need to stop agencies in those five states, and I
think someone asked the guestion what percentage. I think
Herb asked the question what percentage of the growth is
concentrated on those five states, and we should start there
with a recommendation in addition to rebasing, but stop the
supply. Cut it off.

MR. HACKBARTH: Remind me, Evan. I think based in
part on a past MedPAC recommendation, the Congress did give
the Secretary authority —-

MR. GEORGE MILLER: Right.

MR. HACKBARTH: -- to stop enrolling new agencies
in selected areas, and as I recall, she's exercised that
authority in some parts of the country.

MR. CHRISTMAN: Yes. Let's see 1f I can do this
right. She's exercised it in Miami, and I believe the
Chicago area, and I think Houston as well. But, you know,
they've been very cautious and frankly slow in rolling those

out.
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MR. HACKBARTH: I have Rita and Jack, and then we
need to move on.

DR. REDBERG: I'll be brief, because you said what
I was going to say, Glenn.

But I do think it's —-— I know. That the more I
think about it, it really is a question of integration,
which I think David also said, and to think about -- because
right now, it's just perverse incentives. It's essentially
this freestanding fee-for-service. They get rewarded for
high volume but not for value and care, where if it was an
integrated system like Scott described it working at Group
Health, of course, you would have home health care used,
because it would decrease readmissions. It would improve
health, and that would all be good for the organization.

But in this freestanding sense, it just encourages
high volume, not high value, and certainly the things like
case-mix going up without any change in patient severity
really underlines that that is a big problem. And I don't
see ——- you know, Jjust treating it by itself, it's very hard
to get out the bad actors without punishing the whole group,
and that's why I think we need to think more, as you said,

toward integration and thinking as a system rather than
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DR. HOADLEY: And this relates to that same

integration point. I think the chapter has a couple of

sentences that we could really,

I think, do more with where

we talk about ACOs. And Mark referenced having some of

these conversations, and what's interesting is it actually

says that there are some ACOs that say they could better

target and lower utilization of home health, while others

said that higher utilization, it makes sense. I think the

more we can sort of understand what's going on in the ACO

side as well as the MA side, as has already been talked

about, may get us to that point of what's the outcome we'd

expect in the integrated environments we have now, even if

we don't get all the way to the goal that you articulated.

MR. HACKBARTH: Right now, we've got a toxic mix.

We've got this freestanding home health benefit. We've got

a payment system that allows for very high profits, and

we've got an absence of clear clinical standards about who

should get what services and when. And you combine those

things together and it's an invitation for overuse and, in a

worst case, for fraud.

And as I said before,

I don't think solving that
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problem is a matter of manipulating payment rates. I do
think we should rebase and bring the rates down, but much
more fundamental changes in payment and care delivery are
necessary to get the maximum value for this really important
service.

Thank you, Evan. More on this, come fall.

Our next item before lunch is team-based primary
care.

MS. BLONIARZ: Okay. So Katelyn and I are going
to talk about team-based models of primary care, and the
motivation is as follows:

First is the importance of primary care. Ensuring
adequate access to primary care 1is crucial to delivery
system reform, and the Commission's view is that Medicare's
fee schedule undervalues primary care relative to other
services.

Second, care is poorly coordinated, often poorly
coordinated, in fee-for-service. Services are fragmented
across providers, and information is often lost as
beneficiaries move from one setting to another. There are
also very few explicit payments in fee-for-service for non-

face-to—-face activities.
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Third, primary care in an elderly population often
entails managing many comorbid, chronic and acute
conditions, confounded by psychosocial factors such as
mental impairment or lack of social supports.

So, overall, we feel that there are opportunities
for beneficiaries to get better care, and team-based models
are one potential option.

So the question that we start with is, what is
Medicare's role in supporting team-based primary care?

Just to give a little preview of what we find, we
find many groups adopting team-based models and finding a
lot of benefit, but there is significant variability. So
the implications for Medicare's regulatory approach is a
little unclear.

So related work includes the Commission's 2008
chapter on primary care, recent chapters on care
coordination and federally qualified health centers and your
discussion on services provided by nurse practitioners and
physician assistants.

And, most importantly, this work directly
implicates your discussion this afternoon on a per

beneficiary payment for primary care. It does so in two
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ways. The first is as you consider practice requirements,
and the second is whether a per beneficiary payment could
allow team-based primary care to flourish because it doesn't
require a face-to-face visit.

So the outline is as follows: First, I'll cover
Medicare's payment rules that would be pertinent to team-
based care and discuss the medical home model. Katelyn will
talk about some other team-based primary care models,
describe our findings from interviews with physician and
nurse practitioner-led practices and then conclude.

So Medicare's rules for how service is provided by
medical professionals —-- that's this slide.

Medicare fee-for-service covers nearly all medical
services delivered by certain types of providers who are
spelled out in statute. For example, physicians, advance
practice nurses and physician assistants can deliver all
medical services within the scope of their professional
license and subject to state law, which may be more
restrictive. And there are a few exceptions, particularly
in terms of certifying or ordering post—-acute care and
supplies.

The second germane rule is that nearly all
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services under Medicare's fee schedule require a face-to-
face visit as part of the service.

And the third rule that's germane here is the
incident-to provisions. That means that services are
covered when they are delivered by staff under the direct
supervision of a physician, advance practice nurse or
physician assistant, and the services are covered and paid
for like they were delivered by the clinician directly.

So how does this fit into your discussion
comparing across payment systems -- fee-for-service,
Medicare Advantage and ACOs?

This graphic is a way to try to provide some
context, and you can think about it from the perspective of
the Medicare program and consider how prescriptive the rules
are with respect to clinician or integration and
organization.

So models such as capitation or Medicare Advantage
generally do not require clinicians to organize themselves
in a certain way. That's on the left-hand side —-- the least
restrictive approach.

An insurer may adopt a certain model, such as a

staff model HMO, but that's the insurer's prerogative.
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Fee-for-service, including ACOs, requires a
provider to meet certain standards to have their services
covered, but fee-for-service doesn't specifically tell the
clinicians what practice model they have to have. So that's
in the middle.

In the more restrictive area, on the right, are
models such as the patient-centered medical home. These
models do generally require a team-based approach and
otherwise are fairly prescriptive.

So the medical home model, as laid out in the
organizations that certify them, must include a couple of
features. First, they have to have a team-based model with
a designated primary care provider and must be able to
describe their team structure and communication process.
They must incorporate enhanced access, care coordination,
comprehensive care, have systems-based approaches to
improving gquality and safety and must have strategies for
partnering with patients.

NCQA, which offers one medical home certification,
just released new standards that reiterate the team-based
model and include requirements for defining team member

roles and responsibilities.
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So what did the study show with respect to
outcomes associated with the development of a medical home?
Generally, they're mixed. Some studies have shown
reductions in hospitalizations. Others have shown very
little change in utilization or spending. And the evidence
on medical homes is markedly more positive in integrated
delivery systems than it is in traditional fee-for-service.

An interesting example are two articles recently
released at a southeastern Pennsylvania medical home
project. The first showed that for the overall population
there were no detected changes in spending, utilization or
outcomes, and only a few improvements in process measures.

Shortly thereafter, another study came out of the
same project, reporting that there were reductions in cost
for the highest spending cohort.

Observers have asserted that the medical home
model can work if it incorporates things like identifying
these high-cost, high-needs beneficiaries and targeting them
for more services, providing feedback to practices and
incorporating risk arrangements, but these are hard things
to do.

So I'm going to turn it over to Katelyn now to
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describe a few other models in practice and the results from
our interviews.

MS. SMALLEY: As Kate mentioned, certification as
a medical home is Jjust one of many strategies to support
team-based primary care. We go into more detail about these
models in your mailing materials, and we are happy to answer
any questions you may have.

Starting in 2010, the VHA established a nationwide
initiative to adopt a patient-centered medical home model in
its 900 primary care clinics serving 5 million veterans
nationwide. The Veterans Health Administration's medical
home model entails a four-person, patient-aligned care team,
or PACT, with responsibility for a panel of patients.

While two sites reported significant improvement
in patient wait times, some sites reported that even with
the additional funding they couldn't staff up to the four-
person levels and so had some staff on multiple teams.

Similar to the experience with medical homes that
Kate just described, there is little additional evidence
regarding quality improvements with this new approach.

HRSA certifies nonprofit freestanding clinics

called federally qualified health centers to provide primary
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care and preventive services to all patients regardless of
ability to pay. The majority of FQHC patients are either
Medicaid enrollees or are uninsured although some privately
insured patients and Medicare beneficiaries are also served
at FQHCs.

The statute for FQHCs contemplates a team-based
approach to care, requiring a team equipped to provide
primary, preventive and enabling care such as onsite mental
health care services, translation, transportation and
referrals to social services.

As defied in PPACA, nurse-managed clinics are
practices managed by advance practice nurses and provide
primary care or wellness services to underserved or
vulnerable populations. PPACA authorized a $50 million
grant program to NMHCs, and HRSA has disbursed grants
totaling $15 million to date.

We also contracted with NORC to conduct interviews
of team-based primary care practices around the country.
The discussion focused on how clinician teams organize
themselves, how they carry out their work and how IT and
payment policies affect what they do. Practices were chosen

because they identified themselves as team-based. In other
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words, these are already practices that have made an effort
to identify as a team and not a random sample of all
practices.

We found that teams wvary in how they organize
themselves, with some groups identifying the team as the
entire staff, or a large share of the staff, and others
identifying two medical assistants along with a clinician as
a team. It seems that the team is defined by the panel of
patients it is responsible for, but the size of each team
could vary.

Smaller teams tended to express a collaborative
all-in-this-together attitude whereas larger organizations
stressed the need for clearly defined roles to maintain
accountability.

Medical assistants received extra training in
patient education and follow-up, or lab technigques, and they
were expected to flag areas of concern for the clinician in
the patient history and to schedule and follow up on
preventive care needs. Some practices had their MAs stay in
the patient room throughout the visit in order to clarify
issues for the patient after the clinician leaves the room.

MAs themselves report strong feelings of accomplishment for
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being able to take on these expanded roles.

At nearly every practice we interviewed, we spoke
with an office or practice manager. Team-based practice
seems to be more administratively complex than traditional
primary care, and the coordination efforts to keep the
practice running smoothly are often done by someone other
than the clinician team leader. A few practices have even
hired someone to deal specifically with informatics and data
analysis.

Some practices made use of other staff to manage
their more complex patients, like RN care managers, social
workers, behavioral health counselors and nutritionists.
These professionals are not typically fully integrated in
the team but are called upon as needed.

One point that practices reiterated was that
communication is key but that meetings must be targeted and
short because they do take away from direct patient care.

The EHR has become an important tool for many
practices to streamline their work day and communicate among
team members. Some teams put reminders in the EHR to assign
tasks, and others use it to manage the flow of visits by

highlighting who needs to see the patient next and what
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needs to be done.

Many practices mentioned that they believe that
their team-based model is improving the quality of care that
they deliver, but this is not necessarily reflected in
outcomes data.

On the other hand, teams acknowledge that there
are other reasons for organizing their care in a
collaborative way. Physicians and NPs were able to delegate
nonclinical tasks and spend more time in patient care. MAs
and customer service representatives were able to be more
involved with the patients. And patients themselves had
more time to ask questions and plan their care.

In all, it seems that the variation in the ways
that different clinical teams do their work seems to be
dependent to a significant extent on the size of the team
and the personalities of the team members rather than the
clinical training of the team leaders. For some, a more
informal chat-in-the-hallway approach was most efficient,
and for others, regularly scheduled meetings and clearly
defined roles maintained accountability and boosted the
confidence of the team members.

An overarching theme of this project is that there
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is wide variation in what team-based care looks like. It is
not clear that any one model of team-based care is best.

On the other hand, teams require expanded roles
for nonclinical staff, more communication among staff
members and may imply the investment of significant
financial resources in order to put it into practice.

The experiences of the Veterans Health
Administration also illustrates the difficulty of trying to
implement a uniform team-based policy across many different
sites because of how tightly practice design seems to be
tied to the specific members of the practice.

So, in conclusion, because of the variability of
team structure, staff responsibilities and activities
performed, it is difficult to generalize about what kinds of
teams work best. Practices we interviewed often cited the
personalities of team leaders as one reason why they felt
the team functioned well. Given this wvariation, it is
difficult to envision what kind of regulatory structure the
Medicare program might consider in order to promote team-
based care.

One area in which Medicare could remove an

impediment to the formation of teams would be regarding the
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face-to-face requirement in traditional fee-for-service
Medicare. This could be addressed by the per beneficiary
payment for primary care that Julie and Kevin will discuss
with you after lunch, which could provide payment to support
the non-face-to-face coordination of activities that are a
critical part of primary care.

With that, we look forward to your discussion and
to answering any questions you may have.

MR. HACKBARTH: Okay. Thank you, Kate and
Katelyn.

Let's do round one clarifying questions, starting
on this side.

We did pretty well in round one clarifying
questions last time, but I think we can do better. Very
specific and narrow clarifying questions —-- I think that's
important in fairness to commissioners who do exercise
discipline and wait.

So narrow round one clarifying questions, starting
on this side. Anybody?

Bill.

MR. GRADISON: I'm frightened.

[Laughter.]
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MR. HACKBARTH: That's what I wanted to
accomplish.

MR. GRADISON: You've accomplished it. Let's see
if it works.

[Laughter.]

MR. HACKBARTH: Touché.

MR. GRADISON: I read this through, and I ask
myself, how would this work, or even could it work, in a
really small practice, and I can't figure out how it would
work —— not that there are that many left, but the two or
three doctors and some folks that make sure they get paid.

Could you comment on that, please?

MS. SMALLEY: We actually interviewed a couple of
practices like that. A lot of the smaller practices that we
talked to are actually nurse practitioner-led, and they did
kind of have a more informal team structure. It was kind of
a collaborative approach.

A lot of the practices we spoke with mentioned
that they kind of adopted an attitude of everyone is your
patient and all of the practitioners kind of collaborated.
They kind of had one panel of patients that they all kind of

collaborated on.
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MR. GRADISON: And my final point, on page 12,
there's a sentence at the bottom: "In fee-for-service
payment systems, provided the entity receiving the fee meets
the standards set out in regulation in a qualified provider
category, Medicare is not particularly restrictive regarding
how the care is delivered and by whom as long as the
provider meets state licensing requirements and a service
entails a face-to-face visit."

I understand that's correct, but I tried rewriting
this, and I want to explain how it reads —-- the same point
read a different way. And there's a definite point I want
to make about it.

Medicare is restrictive regarding how care is
delivered and by whom, requiring that the provider meets
state licensing requirement and the service is face-to-face.

The reason I do that is to raise a larger point.
I've been, from time to time, in meetings talking about
looking at things from the beneficiary's point of view and
suggesting that might even be a topic for the July meeting.

But, in this instance -- and I don't pretend to
know exactly how this works, but I ask myself, is this a

national program?
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If I'm visiting my daughter in Oregon and I get
sick, I don't think my first action is to look for a doctor
in Oregon. 1It's to call my doctor back home and describe
the symptoms, and they may lead to the writing of a
prescription.

I don't know if that —-—- I presume somehow or
another I get the prescription filled, maybe on the theory
that they're phoning it into their local Washington-based
CVS or Rite Aid and then it's filled by somebody out in
another state.

But my point is there are changes taking place
among Medicare beneficiaries in particular, growing
mobility, which are hampered by these state requirements.

I'm not suggesting there shouldn't be state
requirements. I am suggesting that we should take a look at
what other institutions, like the VA, do in trying to deal
with limitations of this kind.

I might not have made this point if the ACA hadn't
been passed, but if the federal government is willing to
federalize insurance standards around the country, I don't
think it's asking a whole lot to say that if you get sick

away from home and you call your provider, your provider of
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record if you have one, that they can prescribe and
interview you and maybe even look at you on television to
try to further your health.

MR. HACKBARTH: Kate, did you have something?

MS. BLONIARZ: I was Jjust going to say VA is a
little bit of a different situation because it's actually
also the provider of services and so a little different than
being a payer across state lines like Medicare.

MR. HACKBARTH: Bill Hall, did I see your hand?

DR. HALL: Well, I think this is a wonderful start
on something that's going to turn out to be very central as
we look at organizing care more.

When I read through the narrative, though, I was
really struck by that there really is no definition of team.
And you mentioned that some teams are very informal. It's
almost like if they happen to see them at the water cooler
we'll talk about something.

This, at least to me, culturally, is a little hard
because real functional teams in hospitals have very, very
defined relationships that are very important. Everybody
has to adhere to the same standards.

A good example would be the leg-off phenomenon,



10

11

12

13

14

15

16

17

18

19

20

21

22

86

that we don't cut off the wrong leg so much anymore. This
means that physicians and surgeons have to respect whoever
is the team member who says, I don't care what your degree
is or where you went to medical school; unless you tell me
that this is the correct leg, you're not going to go forward
with this.

So it's a nonhierarchical arrangement.

So what did you learn from this?

Do any of these teams say, well, we're Jjust kind
of really cool; we hang out together and all that?

Is there any evidence that that positively
influences the medical care the way we want it to?

MS. BLONIARZ: Well, so let me say a couple of
things in response.

One 1s that some researchers —-- Tom Bodenheimer
has described why this is a particular issue in primary care
—— the guestion of defining what the team is, that in
situations like a hospital surgical team the roles are very
clear and they are basically the same people do the same
thing every time the surgery happens.

And that's not the case in primary care —-- that

the roles are more fluid. The responsibilities are more
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fluid. And so defining what a team means in primary care 1is
more difficult.

And that's what we've found in our interviews.

MR. HACKBARTH: So what I hear you saying, Kate,
is that Tom Bodenheimer's point is the nature of primary
care is different from an operation.

MS. BLONIARZ: That's right.

MR. HACKBARTH: 1It's more variable, and so it's
more challenging to have the very clear strict definition of
roles.

Did I hear you correctly?

MS. BLONIARZ: That's right.

DR. HALL: I understand that, and it's probably
the wrong analogy.

On the other hand, if we're really going to take
seriously, teams, I think we have to take a look at
organizational structure. And I think teams are the wave of
the future for medical care, so just to add that to your
list of things to do.

MR. HACKBARTH: Okay, clarifying questions on this
side.

Jon.
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DR. CHRISTIANSON: I also think this is a good
start and introduction to this topic. I would make two
suggestions that I think, as moving forward, might
strengthen it.

One is I really like the fact that you
distinguished between health care homes and team care. I
mean, those are two different things. I think too often
they get conflated, and people, when they think about team
care, they say that's health care homes. Well, a team care
can happen in a lot of different models and environments.

So I like that.

I think the literature —-- there's one place where
you try to describe the literature results, for instance, on
patient-centered medical homes. That literature is rapidly
developing, and there are findings from Vermont and from our
own group in evaluating the health care home program in
Minnesota that suggest improvements in quality and some
suggestion of lower cost. So they aren't the same as you've
cited here.

And I think you're going to have to look beyond
the peer-reviewed literature, given how quickly this is

developing, and look at some of the evaluations that are
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being commissioned by states and present, if you're going to
do a literature review, a really kind of up-to-date
discussion of the different kinds of results because we're
getting different results depending on the different
criteria that are imposed on patient-centered medical homes.

The second thing I would suggest is on team care.
I think you rely a lot on these interviews, which I think is
a good way of kind of getting your hands around what's
involved in team care, but in fact, there's a fairly
literature on team care and a growing literature on team
care and health care.

And we've done some of that research in the Annals
of Internal Medicine and other places that does connect team
care and what it is with patient results.

So the chapter kind of gives the impression that

there's nothing. You know, you summarize the literature on
patient-centered medical homes. You really don't do it for
team care. You cite three or four conceptual pieces where

people talk conceptually about team care.
You cite two pieces in the chapter that aren't in
the references —-- the Kasper piece and the Wagner piece are

not actually in the references. So I'm not sure where —-
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you know, whether those are conceptual or not conceptual
pileces.

But I will say both within health care and outside
of health care there is a vast literature on teams —-- how
teams function effectively, what are the components of
teamwork.

I mean, you don't need to start this discussion
with five interviews here and five interviews there.

There is a remarkably large literature on this,
and I think if we're going to be balanced in terms of the
discussion we have to go that published literature as well.

MR. HACKBARTH: Good. So, i1f you have some
particular leads that you'd like to share, that would be
welcome.

Clarifying questions on this side?

George.

MR. GEORGE MILLER: Yes, on slide 8.

And I agree with Jon's comments about team and the
difference between PCMH and team, but I'll save that for
round two.

On this slide, you mentioned that you had done

some studies and that some had done very well and some did
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not do well as far as improving. Do you know over what
period of time that study was, and do you understand what
the reasons were that they did not do well on, I believe it
was, the Pennsylvania study?

MS. BLONIARZ: So the Pennsylvania was —-— you
know, all of these are relatively recent because the PCMH
model is relatively new.

MR. GEORGE MILLER: Yes.

MS. BLONIARZ: The two studies that looked at the
same site used slightly different ways of establishing a
comparison group. So you might have expected to see some
differences there.

But the big point was just the very high
utilizers. The second study did find a reduction in
spending for them --

MR. GEORGE MILLER: Right.

MS. BLONIARZ: —-- in utilization, which could be
completely consistent with the other study. They're not
necessarily inconsistent.

MR. GEORGE MILLER: Okay. So it's too early to
tell.

I was struck by this, and maybe I misinterpreted
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the reference from what you're describing there, that there
was not evidence it saved money or improved qualified, one
study over the other. Did I miss that?

MS. BLONIARZ: So the assertion —-- from what I
understand of the studies, the first one did not detect
differences in spending or outcomes measures. They found a
few improvements in process measures.

MR. GEORGE MILLER: Okay.

MS. BLONIARZ: The second reported that they saw a
decrease in spending for the highest group of beneficiaries.

The question of whether overall the investments
save money, that was kind of outside of the scope.

MR. GEORGE MILLER: Okay.

MS. BLONIARZ: They didn't measure kind of the
cost and the savings against each other.

MR. GEORGE MILLER: Okay. I will wait until round
two and then follow up.

MR. HACKBARTH: Clarifying questions?

Alice.

DR. COOMBS: I was just kind of curious. Did you
see any studies dealing with physician assistants leading

team-based primary care, where there were a collection of
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physician assistants in an office?

MS. BLONIARZ: So we did not interview any
physician assistant-led teams.

My understanding of their training and practice
style is they generally work in practices with physicians.
They are much more likely to do so than nurse practitioners.
So we didn't have enough -- we just didn't find any.

DR. COOMBS: So you didn't find any, okay.

MS. BLONIARZ: But, again, we didn't do an
exhaustive look.

DR. COOMBS: Okay.

MS. BLONIARZ: We were just looking.

MR. HACKBARTH: Any other clarifying questions?

[No response.]

MR. HACKBARTH: This isn't a clarifying question
but Jjust an observation with a question mark at the end,
sort of a tentative observation, if you will.

The labeling, team care, I think is a bit
problematic, and I think it's almost, you know, a service
slogan that is tossed about. And I don't know a better
label.

But it seems to me that the essence is that the
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premise is that primary care is not a single homogeneous
activity but actually a cluster of various types of
activities that often vary depending on the patient
characteristics, needs, et cetera, and that there can be
specialization. Not all of those activities require an M.D.

And to the extent that you have a team with people
specializing in bringing different skills, you can actually,
potentially, deliver a better product and maybe even deliver
it more efficiently, using the physician to do things that
only physicians can uniquely do and other people to do other
things. Perhaps they can even do better than a physician
can.

So it's really a model of specialization. I think
this is where the notion of people practicing to the top of
their license comes from.

And it's particularly useful when you're talking
about a product like primary care that is so variable
depending on circumstance. It isn't as homogeneous as a
surgical operation, for example. So you need this sort of
team with various capabilities and specialization.

Does that make sense, Mary?

DR. NAYLOR: So, first of all, I think this is a



10

11

12

13

14

15

16

17

18

19

20

21

22

95

very 1important focal point, and just to acknowledge, I've
spent the last couple of years chairing an IOM group that's
looked at team-based care, so I will be flooding your
mailbox, as Jon will, with stuff, and we've worked on trying
to look at high-performing teams and what characterized them
in primary care.

And so I think -- what I think is challenging is
that here, we're looking at multiple policy issues. How is
it that you promote and reward and recognize and create
accountability for team-based care? At the same time, how
is it that you create an environment in which everyone who
is on the team is able to really optimize their
contributions and function to the top of their license?

So it may be that we're talking —-- and also, how
is it that you recognize the whole nature of services that
are needed to delivery care? So we're trying to, I think,
really get at multiple critical policy issues in this work,
and I applaud you for taking it on.

I also want to recognize it is evolving. The VHA
work really is just —-- it's work in progress, an effort by
the Veterans Health Administration to say how are we going

to get the 5,000 nurse practitioners and others who are
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there to be able to function the same way in all 50 states,
so as a provider system they can go to do that, but that's
just a work in progress. And so I don't think the
challenges are necessarily just getting four team members.
It's really getting agreement across a country that we have
to create environments everywhere where people can maximize
the contribution.

I thought one of the pieces from the VHA, because
we Jjust had a report from them, is that their value is that
efficient use of NPs is going to help to eliminate 50
percent of the primary care shortage in that environment by
2025. So they're trying to tackle multiple opportunities
here at the same time.

That all said, I think this is a vitally important
area for us, and there are policy opportunities and ways in
which we should be thinking about creating a primary care
context that allows for effective team-based care to be
delivered.

The last thing I'll say, because we just had the
most compelling day last week, where we need to also think
about beneficiaries as members of these teams. We were

blown away. We had this wonderful group of every health
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profession represented around the table, and this
beneficiary comes in to tell us, "You know what, you guys
don't get it. You need to figure out how we are a part of
this whole process," and I think that that changes the
nature.

So anyway, I —-— that build on Bill's comment, but
I think this is a wvitally important area. I think it's
multidimensional, and thinking about it, starting with a
really good definition and concept and all of the evidence
associated with it will really help us uncover ways to get
to better primary care.

MR. HACKBARTH: Mary, you briefly alluded to you
think that there are policies that are appropriate, if not
necessary, to encourage the further development of team-—
based care. Do you want to just quickly throw out a couple
of those, so that people may wish to pick up on them?

DR. NAYLOR: Well, again, depending on the
dimension of team base, so recognizing and rewarding teams
is not the same thing as recognizing and rewarding so-called
"team leader." So what are the team-based measures? What
are the measures of effective teams? What are the outcomes,

the performance expectations? And so I think, you know, our
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system has said we reward physicians, hospitals, different
sectors. Now 1is there a policy model that will enable us to
reward and recognize and hold accountable teams?

So I have a ton of stuff, but I'm happy to —— I
mean, I think on every dimension, we have opportunities
here.

MR. HACKBARTH: Okay. So let me get a couple
other ideas out on the table. I have Craig and then Scott
and Alice, and then we'll try to build from there.

DR. SAMITT: 1Is it too early to tag onto Mary?

DR. NAYLOR: Never.

MR. HACKBARTH: Why don't you hold onto that, and
we'll come back to it.

DR. SAMITT: All right, and it's related.

MR. HACKBARTH: Do you want to start something new
or build, Alice, a new thought to put on the table?

DR. COOMBS: So I like the report, excellent 7job,
but I think this whole notion of teams is in an infancy
period, but it's going in a good place, and we've got some
best practices on the surgical side in terms of what we do
with collaboration and communication, and there is a great

program that we've implemented in our hospital called "Team
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Steps," where you're actually bound to everyone in the room.
And most of the time, this occurs in crisis situations, but
certainly, actually it's teaching us a new way in which we
relate to each other in a group.

I would like to caution us about teams in the
sense that you can still have siloes and operation in
isolated pockets, whereby there is not that healthy exchange
of the peer review engagement, so that that's one of the
things that I would be concerned about early on.

There's a nice review in the New England Journal
about nurse practitioners, and 80 percent of them are
aligned with a physician in a team system currently. And
when I say it's in its infancy, I mean that we don't have
the robust literature to actually address some of the
issues, especially with the physician assistants. I'm going
to be talking with Jon, maybe off record, about the
physician assistants. But I think the piece of it that
really matters is the cost and gquality in terms of what you
see.

It's possible that things can go either way,
regardless of who leads the team, and MedPAC position has

been one of a provider accountability. I think we get into
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a difficult place when we say let's look at the leadership
within the team and endorse a type of leadership in the
team. I think that's a very gray zone.

What we should look at is the products in terms of
cost and equality and go from there. So I don't want this
to be a discussion where we are talking about one provider
leading a team versus another provider. We should look at
the net effects.

And recently, one of my mentors has pointed out
that, okay, this team thing is really good, but when it
comes down to basics, it's who is accountable for this
patient's outcome, who is actually seeing the patient,
because I can envision 10 years from now —-—- and it may be
where some of the other countries are going —-- is looking
at, well, what's the cheapest way you can care for this
group, this population.

I mean, theoretically, you could actually have a
whole bunch of medical assistants in an office and have
telemedicine in operation and have an NP or a PA in
operation. I'm just saying some of the envisioning that we
might have, and that may be very different in what

beneficiaries may expect or come to choose.
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MR. HACKBARTH: Okay. I have Craig and Scott
also. Do you want to pick up on Mary's thread? So we can
do that. Anybody want to get on line in Alice's thread?
You want to follow Craig and —--—

DR. HOADLEY: On Mary's or a little bit of a
different take on —-

MR. HACKBARTH: Okay. So let's do Craig and Scott

DR. SAMITT: So I'll start with a bias, which is
that I have spent my career in organizations and personally
promoting team-based care, so you know where I stand, that
it is one of the most important things that we should do,
although I'm concerned as we look at the preliminary
literature that people will interpret it as teams not
working. And I think that that is a flawed interpretation,
and the reason why I think it's a flawed interpretation is
from my experience, what I would imagine we will find when
we look at the literature is that high-performing
organizations necessitate the formation of teams, but
formation of teams don't necessarily generate high-
performing organizations.

And so at the end of the day, it's less about just
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rewarding the formation of a team, and it's more about
aligning the appropriate incentives on a population basis to
say we want your team, we want your organization to deliver
high quality, high service-efficient results, and that will
lead optimally to the formation of high-performing teams.

So I am nervous about just simply having a policy
that looks at whether a team is in place, and rewarding for
it, I think that's backwards. I think that's a tail wagging
the dog.

MR. HACKBARTH: Scott, did you —-

DR. CHERNEW: I wanted to pick up on Craig, but I
can wait.

MR. HACKBARTH: Okay. Scott.

MR. ARMSTRONG: So building on Mary's point,
actually Craig's point as well, I will just, first of all,
acknowledge I also work for an organization that's highly
focused on and leverages tremendous value from particularly
in primary care but elsewhere this team-based orientation.
Just I think the point I would make is to amplify the fact
that this issue that staff has raised around Medicare's
face-to-face requirements as being an impediment to helping

us pay for and, therefore, organize on the ground around
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effective teams is an excellent point. I don't know what
the solution is, but we do need to push that forward.

For an organization like ours, for example, there
are services that we are performing in ways that are much
more expensive because of these regulations and because we

don't want to have different standards of how we organize

these services for Medicare versus everyone else. The cost
is higher for everyone else we care for as well. So there's
just —— I think it's a really important issue, and that T

would encourage Jjust to move forward with that.

The one other point I would make is that this is -
- this is evolutionary. I mean, it's constantly in motion.
Our organization, 6, 8 years ago, published research,
contributed to the literature on our own experiment and
deployment of primary care model changes, and we're already
in the process of completely redoing it. And it's a very
objective, data-driven process, but that makes the policy
questions, as Mary was saying before, very difficult to
answer.

MR. HACKBARTH: Mike, before we get too far from
Craig, do you want to make your comments?

DR. CHERNEW: I agree exactly with what Craig



10

11

12

13

14

15

16

17

18

19

20

21

22

104

said, and I think in general, we ask questions like what is
the impact of something like team-based care, patient-
centered medical homes, or what is the best way to do X
like, what is the best way to have team-based care or
medical home or something. And I think those are bad
questions, because there's just not a unique answer to those
questions. It depends very much on the incentives around it
and the environment, and I think at the end of the day, it's
simply not going to be the place for MedPAC or CMS in
general to answer those questions broadly. Instead, it's to
set up a set of rules that allow organizations some
flexibility to do what's best in their environment, should
they be there.

So I think the policy questions are what rules are
an impediment to success as opposed to let's look at all the
literature and figure out that this is good or bad and make
everyone look that way, and that's what I took from the
chapter, this incredible heterogeneity in organizations, all
of which might be very different but very good or —--—

MR. HACKBARTH: So, George, do you want to build
on this, or do you want to go in a new direction?

MR. GEORGE MILLER: No. Build.
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MR. HACKBARTH: Okay.

MR. GEORGE MILLER: Yeah. Michael said it very
well, and that's what I struck from —-- got from the chapter
as well, that we certainly want to encourage the opportunity
for different organizations to do things very well, build on
the impediments that keep them from doing things very well.

Someone has already said about especially about
the payment for face-to-face meeting and the impediment that
requires. Our organization as well builds on teams and
trying to do that, and I think Mary described it very well.
And we want to create the atmosphere where different
organizations —-- because health care is local, but on what
works best for them. It could be led by a physician. It
could be led by a nurse practitioner or a PA or a group of
providers coming together.

The team concept has so much better traction than
individual siloes, although Bill talked about the silo
timeouts, that that may not be applicable for primary care.
But the application is applicable to primary care, where
just say a scrub nurse -—- I don't mean just a scrub nurse,
but a scrub nurse could stop a surgery if we don't have the

right place. And I -- quite frankly, running a hospital,
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I've seen that done where we had the wrong eye on a patient
and stopped them cold. The surgeon is getting ready to
proceed and stopped them cold. So the group concept can
work, where it may not be applicable in that particular
setting, that example, but from the team base to make sure
we got the right patient, all the right information, the
right resources are available for that patient to get a
better care.

The key thing is the communication piece, and that
is that if multiple people are repeating to that patient the
same thing, the physician or provider may have communicated
one issue, but someone else down the line explained what is
necessary for that patient to get the best care, the optimal
care. I would get the other resources to deal with care.

I talked earlier about poverty and then some
issues around care not related to health care. It could be
transportation. It could be housing. It could be other
issues, and that team can help solve all of those problems
from a multiple perspective.

MR. HACKBARTH: Okay. Before we go in any new
directions, Jack, do you want to build on this? Okay.

DR. HOADLEY: So the whole question what are the
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impediments was striking to me. We talked about the face-
to-face, and I have been trying to think about are there
other things within Medicare's rules, and clinicians can do
a better Jjob than I can of sort of thinking, but I was
thinking about such things as is the incident to kind of
policy flexible enough that it kind of covers the situations
that arise. So, okay, that's a basic policy that says the
other staff can do various things under the general
supervision of is that adequately flexible to cover the kind
of situations that come up in these team settings.

Another one that struck me as possible was rules
on coding E&M visits. So i1if those have all that business
about the time and intensity and so forth, is there
something about the fact that if mostly it isn't the doctor
or the nurse practitioner seeing the patient and the staff
is doing more of that, does that restrict the level of the
visit and therefore means less money comes in to kind of
cover what's going on?

And then, you know, I've heard in other settings,
questions about group visits, so a group counseling session
and whether the Medicare rules are adequately flexible to

cover those kinds of things. So those are just examples I
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can think of from conversations that I have —-- and others
can probably do better, but I think we could think about
what sort of belongs on that list, where some flexibility
and rules can —-- rather than try to say what we think the
team needs to be, as several people have said, but where are
the current rules, meaning they can't do certain things.

MR. HACKBARTH: So let me try to pull together
Jack's observation and Craig's.

So what I heard Craig, with others agreeing, say
is that if we want to use payment policy to try to encourage
more and more effective team-based care, the way we want to
do that is not try to write regulations on what constitutes
appropriate team-based care and pay a bonus for it. Rather,
we want an approach that creates broad clinical and
financial responsibility for defined populations, create an
environment where team-based care can prosper. So that's
sort of one policy path.

What I hear Jack saying is something that's not
inconsistent with that but potentially complementary, that
even within the current fee-for-service system, short of new
payment models, there may be some policies that you can look

at, like incident to and how that works, et cetera, that
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might create less of an impediment to the development of
team-based care.

So I think those are two useful ideas that are
complementary to one another.

So anybody want to take us in a different
direction? Peter?

MR. BUTLER: Just one more piece on this, and I'm
not sure we're defining the problem quite yet right. I
think the problem is superb access to coordinated primary
care. It's not even limited to team-based. If we're just
trying to create an environment where you have a flexible
team, it doesn't answer the —-- there's technology. There
are all kinds of other ways that you are going to interface
to create primary care capacity beyond Jjust what —-- this
sounds like it's all on a labor issue and how to mix and
match the right people for your environment, and there are
other ways that you are going to engage with the beneficiary
that are really not just people and how they're organized.
So I think there is a -—— I think we are trying to solve a
primary care issue, not a team-based care issue by itself.

MR. HACKBARTH: Other comments, either picking up

on Peter or on a preceding thread? Dave?
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DR. NERENZ: This is just a quick follow-up on
Jack's point, which I think that it's consistent with Craig
and others, about the rules and how that's the place to
focus.

I am thinking about some other things in our
purview, like the requirement for physician authorization of
a series of physical therapy visits. I'm wondering if we
should look through that and see the extent to which those
things are more specific than they need to be, that perhaps
it's not literally physician authorization, but it's some
other more flexible authorization that might ultimately
legally run up to the physician but also could be done more
efficiently in a team context. Those would seem to be
squarely within our purview.

MR. HACKBARTH: Mary?

DR. NAYLOR: I feel like I want to wrap up the
blog because I totally agree with the ways in which the
evidence about effective team-based care have evolved 1is
they have in common, measurable outcomes that are focused on
patients and populations of patients.

So to Greg's point, this is not about everybody

tuning up to be a great team. It's about everybody being in
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position to be able to achieve great outcomes on behalf of
the people they are serving.

Communication. It was also seen as essential for
team functioning, so these things, but there are a set of
things that go on right now that prevent people on a team,
who are well positioned to do it, to be able to refer for
home health, to be able to get people who need early access
to the right set of services at the right time they need it,
and they represent, you know, things we can do today.

I totally also agree with your position about
leadership of teams is not relevant. I mean, that actually
changes as the needs of people change over time, but
capacity of people to lead accountable care systems, I think
is something we can be looking at, so —-

DR. CHRISTIANSON: I just want to say I think
Peter really hit the nail on the head with his comments, and
that's what we should be about. And I think —-- and that's
complicated enough, because I think when we talk about what
constitutes good primary care, there are conflicting
advocates of improving primary care, don't always say things
that are consistent. You have one group that says good

primary care means establishing a longitudinal relationship
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with your physicians and freeing up the physician to have
more face time with patients, and then that's sort of
different than having everybody practice to the top of their
license, so that as a physician, you only see a patient when
something really bad needs to be taken care of, and you
don't really establish that long-term relationship.

So there's lots of discussion on what's best for
primary care, and I think overall, we don't necessarily want
to endorse one particular thing but try to enjoin the
general principle, like Peter was kind of laying out, so I
was really struck with his comments, I think, about what we
should be thinking about as the Commission.

MR. HACKBARTH: Okay. Other comments either on
one of the preceding threads or a new direction? Bill.

DR. HALL: Just looking ahead to the future as we
look upon teams, maybe we ought to also put in some other
impediments to team functioning, no matter how the team is
constructed.

One is the almost sure, a crushing patient load
that is coming down the pike in terms of people aging up,
and the other is the incredible regulatory apparatus that

we're going to be talking about a little bit later that
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makes time, which is probably the most important commodity
to give to the health system, the one that is in the last
supply.

So if we could do some modeling somewhere along
the way and say how are we going to be responsible for
quality of care of Medicare patients in the future, what are
some of the issues that would lend themselves to a team
approach? And I would say the pressure for more patients,
but even more than that, one complaint that man, many
patients have throughout the system and all through the
health care system is that the communication is really quite
marginal. And sometimes this results in really bad
problems, but it also results in a lot of patient
dissatisfaction. They don't know what their expectations
should be from an evolving health care system, which seems
to be pressured, pushing people through very, very fast.

So I would say as we look, let's take as a final
analysis, our perspective is what is our obligation to the
consumers that we are serving for high-quality care but also
care that still has a modicum of direct communication. I
think if we don't have that, we're going to be Jjust evolving

in another kind of regqulatory fashion.
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Maybe we should ask the consumers, as some people
have mentioned here, what's wrong with their care right now,
and I bet you, you would find that in well-functioning
teams, a lot of these problems have disappeared.

DR. CHERNEW: I think one of the things that is
this constant tension building on both of these comments is
the actual organization of practice be at the labor portion
or the stuff that was Peter —-- that happens in organizations
that are sort of below where we actually operate, and so I
think it's really important for us to understand how what we
do affects that level where the care is actually delivered,
because ultimately that's what we're concerned about.

But our tools are removed from the actual care
delivery process, and so in the spirit of I think a lot of
the comments is focusing on how to get -- I mean, I would
have said it hasn't really come up nearly as much —-- the
basic payment mechanisms that are prescriptive on a fee-for-
service as opposed to not as a fundamental way, you know,
that we influence how practices develop. And I think the
more we can change payment and some of these other rules to
allow that flexibility is okay. And we only really need to

know what works well to the extent that we understand how
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our payments and rule systems can influence that.

MR. HACKBARTH: Okay. Any final word? Craig.

DR. SAMITT: I just want to make another analogy,
because there are other things that we really want to
encourage all clinicians to do, beyond just the formation of
teams that produce high results, and the danger is when you
start to reward at the sub level as opposed to at the
population level. And the other characteristic example is
actually technology and meaningful use, that we are adding
greater complexities to assure that folks are using
technology correctly, when in all reality, if we rewarded
outcomes effectively, you would imagine that people would
use technology appropriately and meaningfully use the
technologies that are available.

So there are other similar examples that are like
this that we should pay attention to as we think about this
too.

MR. HACKBARTH: Yeah. I think that's an
interesting example.

So many years ago now, when MedPAC looked at
electronic medical records and what Medicare policy ought to

be, actually we took the position that Medicare ought not
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subsidize it, because with subsidies inevitably come things
like meaningful use, and it becomes very regulatory in
nature. And that if Medicare really wanted to promote this
technology, the best thing would be to move toward
performance-based payment and then create a market for it,
and then people will buy it and adapt it to that task, that
goal, that objective.

George.

MR. GEORGE MILLER: Yeah. One final thing, I
wanted to highlight a golden nugget that Mary mentioned in
her meeting, and sometimes we get so busy in doing things to
patients, we forget this, and that is, she said that we need
to make sure that we include the patient as part of the
team. Listening and having that patient involved and
involved in the process and involved in their care is a huge
thing, and quite frankly, it's a revolutionary changing
shift in care.

I just happen to —-- someone sent me an e-mail
about a patient. 1In fact, it was a mother who did a
compelling story about her child died because everybody did
not listen to her explain, "There's something wrong with my

child."™ She was 5 years old. It happened in a very
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prestigious institution. I won't call their names, but
listening to that, that patient, listening to what we do,
all the things we do for them, sometimes we miss what they
are trying to say to us. And there are some things that we
don't necessarily need to do if we listen to them very
carefully, so I wanted to highlight that point, that golden
nugget that Mary mentioned.

MR. HACKBARTH: And I agree with that, George.

It seems to me that one of the implications of
that is even if you've got a very well-developed team that's
been in place and performs at a high level, actually it
needs to adapt to individual patients, and so there may be
patients that, you know, really need to talk to a physician
or they may really interact better with the nurse
practitioner about an issue. And you need to adapt to that.
It's not an, okay, now we've got our roles and everybody
does the same thing for every patient every time. It's an
adaptive organism if it's really a well-functioning team,
and the patient needs to be at the core.

Okay. Thank you, Kate and Katelyn. We'll now
have our public comment period.

Let me ask people who want to make comments to go
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the microphone so I can see how many of you there are.

Four? Okay. So let me just briefly review the
rules. First, begin by introducing yourself and the
organization that you are affiliated with. You'll each have

two minutes. When the red light comes back on, that
signifies the end of the period. And I would emphasize, as
I always do, that the best opportunity to influence the work
of the Commission is, in fact, to interact with our staff or
to send letters to Commissioners —-- we do read those letters
—-— or to post comments on our website.

So, with those provisos, sir?

MR. AMERY: Hello. My name is Mike Amery. I
represent the American Academy of Neurology. Neurologists
are the doctors that handle Alzheimer's, ALS, Parkinson's,
epilepsy, MS. Since you're talking a lot about primary
care, I decided I would stop by and make a couple of
comments about our positions on that.

Neurologists continue to be very concerned about
the Commission's emphasis on primary care and lack of
recognition for cognitive physicians, those specialists who
sit down face to face with complex patients and primarily

provide evaluation and management care.
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As an example, the most recent Commission report
stated that the physician fee schedule must be rebalanced to
achieve greater equity of payments between primary care and
other specialists.

We completely agree that something must be done to
improve the practice climate for primary care providers, but
we think that the more appropriate distinction in
accomplishing this is between cognitive care and procedural
care. We have shared with staff current data showing that
cognitive specialists are in the same crisis as primary
care. Physicians such as neurologists, rheumatologists,
endocrinologists, and infectious disease doctors have billed
the same evaluation and management codes as primary care
physicians, have similar incomes, and face the same
recruiting problems.

The National Commission on Physician Payment
Reform stated in March 2012, "While the discussion about
reimbursement has generally focused on services performed by
primary care physicians, the Commission believes that the
real issue is not one of relative payment of specialists
versus primary care physicians but, rather, of payment for

E&M services as contrasted with procedural services."
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Portions of the ACA, such as the Medicaid bump in
the primary care bonus, are set to expire in the near
future. This distinction will be essential not Jjust for
improving access to primary care providers, but also access
to physicians essential to some of America's highest-need,
highest-cost Medicare beneficiaries. We strongly urge you
to support improvement of payment for evaluation and
management for physicians who primarily bill E&M and not
just those who are designated as primary care.

MS. BEALOR: Hi, I'm Lindsay Bealor with the
McManus Group, representing the American Occupational
Therapy Association, and I'm here to comment on the primary
care team topic and ask that MedPAC include occupational
therapists in your discussion about this subject.

Occupational therapists can make significant
contributions by focusing on self-empowerment and self-
management for conditions such as diabetes. OT is uniquely
qualified to look at contextual factors that contribute to
health, such as the home environment for safety and fall
prevention, as well as habits and routines that are
essential to achieving a healthy lifestyle.

We appreciate your interest in this topic and hope
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you keep us in mind. Thanks.

MR. PYLES: I'm Jim Pyles. I'm a member of the
Board of the American Academy of Home Care Medicine, and I
was intrigued by the discussion of team-based care because
nearly every one of the elements that you discussed is
included in the independence at home primary care model that
is mandated by Section 3024 as a Medicare demo, 3024 of the
Affordable Care Act. It has physician- or nurse
practitioner-led teams. The teams are tailored to the
patient's conditions and the patient's wishes as well. It
is focused on the 5 to 10 percent of the most costly
patients, and it is very similar to the VA's home-based
primary care program, which has been operating for, I
believe, over a decade, has average daily census of 30,000,
very, very high cost people with multiple chronic
conditions, and has achieved savings of 15 percent in this
very high cost patient population, reduced hospitalizations
by nearly 60 percent and nursing home stays by 90 percent.
So this is a well-proven model. We expect to have results
from CMS on the first year of the demo within the next few
weeks.

So I would urge you to include that as one of your



10

11

12

13

14

15

16

17

18

19

20

21

22

122

models, because it is the only provision out of 971
provisions in the Affordable Care Act that requires any
level of savings as a condition of participation.

We also know, we have seen that this model, the
independence at home model, is now being picked up by ACOs.
As a matter of fact, the top-performing ACOs, pioneer ACOs,
both used independence at home models to achieve savings.
It is compatible with every other care delivery model. And
Medicare Advantage programs are picking it up. There are
hundreds of these programs operating across the country,
physician-led teams focused on the highest-cost
beneficiaries.

I'd just like to say very quickly, too, I also
represent the VNA of New Jersey. VNA has been operating
since 1912, a nonprofit organization, and they are just
asking you for a little breathing room before you go
imposing or recommending too many more requirements for home
health. They are doing everything that's being asked of
home health under the Affordable Care Act: transition
teams, face to face is very costly, care coordination demos.
They're in all of these things. But further cuts from

rebasing added sequestration is really causing financial
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strain for that organization, and it is a really —- it
serves the entire State of New Jersey and has done a great
job for years.

But one of the ways —— I will just wrap up by
saying —-

MR. HACKBARTH: Thank you. Your time is up.

MR. PYLES: Okay. Both of the comments really are
fit together because home health is also useful in IH.

MR. HACKBARTH: Thank you.

MR. MASON: Dave Mason on behalf of the National
Association of Pediatric Nurse Practitioners and the
National Nursing Centers Consortiums. Thank you for a very
rich discussion, for taking up this topic. We agree that
it's one of the most important you could be dealing with.
And particularly thank you for the inclusion of nurse-led
clinics in your discussion. Obviously we see that as one of
the models —— not the only model but one of those models —-
for providing primary care to underserved populations, and
also to provide really important clinical training
opportunities for the primary care providers we need.

I want to also echo your comments on the variation

in team structure and urge you in your thinking on this to
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simply avoid regulations or requirements that would restrict
innovative practices. I think we have run into Medicare
policies in both statute and regulation that have been
restrictive in moving those kind of innovations forward.

Along that same line, we are grateful for the
recognition of the amount of resources, both financial and
team time, that goes into creating these structures and
again would urge you to think about creating payment -- or
recommending payment structures that incentivize the kind of
behavior you want to see put in place. So if you think of
it that way, regulations that don't restrict, payment
structures that create appropriate incentives.

We appreciate the discussion of face-to-face
requirements, and in that area as well think about the
restrictive policies for certification of certain services,
not so much the face-to-face examination themselves but the
bureaucracy around it that can cause additional costs and
delays in the system.

And then, finally, we didn't have a lot of
discussion about Incident 2 billing, but we certainly think
that's an area that requires more close examination, not

just in terms of how it can function more efficiently, but
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as we move to more guality-based payment, making sure that
we know who is providing the services and that that
accountability is clear and not masked in a billing
structure.

So we look forward to working with you as you go
forward with these considerations, and, again, thanks for
the discussion.

MR. HACKBARTH: Okay. Thank you. We'll adjourn
for lunch and reconvene at 1:45.

[Whereupon, at 12:12 p.m., the meeting was

recessed, to reconvene at 1:45 p.m., this same day.]
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AFTERNOON SESSION [1:46 p.m.]

MR. HACKBARTH: Okay. This afternoon we lead off
with payment for primary care services, and then follow that
with a discussion of quality, measuring quality.

So who in this illustrious group is going to lead?

DR. SOMERS: 1I'll start. Good afternoon. 1In this
session, Kevin, Katelyn, and I would like to continue the
Commission's discussion about creating a per beneficiary
payment for primary care practitioners in the fee-for-
service Medicare program.

As discussed at previous meetings, the primary
care bonus program created under PPACA expires at the end of
2015. Last November, the Commission had an initial
discussion about replacing it, when it expires, with a per
beneficiary payment for primary care. In March, the
Commission had a longer discussion about a per beneficiary
payment with a focus on how to design and fund such a
payment. Based on those discussions, we are in the process
of preparing a chapter on the topic for the June report.

For today, we would like to review the outline for
the June chapter, an outline which should be reflective of

the Commission's discussions to date. We would like to get
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your feedback and learn if you have additional comments or
clarifications to make, or if there are other issues that
you think should be included in the chapter.

The Commission could also indicate if it has
preferences for some of the design and funding options over
others that it would like reflected in the June report
chapter.

There will be no recommendations in June, but the
Commission's discussions this cycle and the June report
chapter should well position the Commission to consider
recommendations in the next cycle.

The outline and your reading materials reflect the
Commission's discussions to date about replacing the primary
care bonus payment with a per beneficiary payment. Doing so
would be a step away from the fee-for-service volume-
oriented approach and a move toward a beneficiary-centered
approach that encourages non-face-to-face activities
critical to care coordination.

Of course, to establish a per beneficiary payment
for primary care, decisions would need to be made on several
design issues. The chapter explores these issues including:

What should be the amount of payment? How should
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beneficiaries be attributed to practitioners? And what
types of requirements should practices have to satisfy to be
eligible for the payment? Finally, the chapter discusses a
few approaches to fund a per beneficiary payment.

The first design issue considered in the chapter
is how much to pay. To motivate the discussion, recall the
experience with the primary care bonus payment. The primary
care bonus program provides a 10 percent bonus on primary
care services furnished by primary care practitioners. 1In
2012, bonus payments totaled about $664 million. About
200,000 practitioners were eligible for the bonus,
accounting for about 20 percent of practitioners billing
Medicare in that year. Bonus payments per practitioner
averaged about $3,400; however, practitioners who provided
more primary care services to a greater number of fee-for-
service Medicare beneficiaries received much more than the
average. For example, the average bonus for those in the
top quartile of the bonus distribution was about $9,300.

The chapter considers funding a per beneficiary
payment with the same level of funding as the primary care
bonus program. The $664 million in bonus payments were paid

to primary care practitioners for providing primary care
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services to about 21 million fee-for-service beneficiaries.
Dividing $664 million by 21 million beneficiaries results in
about $31 per beneficiary; dividing by 12 produces a monthly
per beneficiary payment of about $2.60.

Kevin will explain in a moment how the payment
amount could also be higher and could rise over time with
funding from other services in the fee schedule. Also note
in the example considered here, beneficiaries would not pay
cost sharing.

Today the Commission may want to continue their
discussion on payment amounts with a focus on preferred
amounts and sources of funding.

Our second design issue is beneficiary
attribution. Unlike the service-based primary care bonus, a
per beneficiary payment necessitates attributing a
beneficiary to a practitioner to ensure that the right
practitioner gets paid and that Medicare does not make
payments to multiple practitioners on behalf of the same
beneficiary. One option is for beneficiaries to designate
their primary care practitioner. A second option is for CMS
to attribute beneficiaries to primary care practitioners

based on who furnished the majority of their primary care
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services. Under this second option, beneficiaries could be
attributed prospectively or retrospectively, a topic I'll
turn to in a moment.

But before doing that, consider the first option
for beneficiary attribution. Having a beneficiary designate
her primary care practitioner could encourage a dialogue
between the beneficiary and the practitioner about
responsibilities for providing coordinated, patient-centered
primary care. However, a beneficiary could indicate one
practitioner as her primary care practitioner, but receive
care by another primary care practitioner throughout the
year. In that case, the per beneficiary payment would not
be well targeted. 1In addition, having practitioners ask
beneficiaries to sign designation forms may inadvertently
place beneficiaries in awkward situations in which they feel
pressured to sign.

In the second option, CMS could prospectively
attribute beneficiaries to practitioners. 1In prospective
attribution, beneficiaries are attributed to practitioners
at the beginning of the performance year based on primary
care services furnished in the previous year. In this case,

the practitioner could be paid throughout the year and may
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be better positioned to make front-end investments in

infrastructure and staffing that facilitate care

coordination. However, practitioners

could also be paid for

beneficiaries no longer under their care.

In a variant of the second option, CMS could

retrospectively attribute beneficiaries to practitioners.

In retrospective attribution, beneficiaries are

attributed to practitioners at the end of the performance

year based on primary care services furnished in that year.

In this case, the practitioner would only be paid for

beneficiaries under his or her care.

But the per

beneficiary payment would have to be paid after year's end,

which would make it difficult to make

in the practice.

front—-end investments

Today the Commission could continue its discussion

on attributing beneficiaries to practitioners through

beneficiary designation, prospective attribution by CMS, or

retrospective attribution by CMS.

Our third design issue concerns practice

requirements. The chapter will discuss examples of

requirements such as improving access.

could include increasing office hours,

Improving access

maintaining 24-hour
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phone coverage, or offering other opportunities for patient-
caregiver communication such as e-mailing or text messaging.
Other potential requirements discussed in the chapter
include adopting a team-based approach to care and requiring
a specific staffing mix, for example, requiring teams that
consist of nurse practitioners and care managers.

However, the chapter will also caution that
practice requirements could add to costs and may not
necessarily add to value, as Kate and Katelyn discussed this
morning.

Finally, requirements would also necessitate some
sort of process to ensure that practices are in compliance.
For example, practices could attest to fulfilling
requirements, or an independent third-party could verify
that requirements are being met.

Today the Commission could continue its
discussions on whether or not there should be any practice
requirements. And if so, what type of requirements should
they be and how should compliance be ensured?

Now I'll turn it over to Kevin to discuss options
to be considered in the June chapter for funding a per

beneficiary payment.
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DR. HAYES: Given the concerns about support for
primary care and given the Commission's recommendation to
rebalance the fee schedule, funding the per beneficiary
payment for primary care would require working within the
fee schedule.

One option is to protect the services eligible for
the primary care bonus but reduce the payments for all other
services. The savings would then be redistributed as the
per beneficiary payment.

Let me say a few words now about how this funding
mechanism could work.

Recall the requirements for receipt of the bonus:
It's applied to the payments for a subset of evaluation and
management services, such as office visits. The bonus is
available to certain practitioners, such as physicians in
internal medicine and family medicine and nurse
practitioners. And it's available to those for whom primary
care services account for at least 60 percent of total
allowed charges.

As Julie said, the bonus equates to a per
beneficiary payment of about $2.60 per month. With that

level of funding as an example, we can see with this graphic
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what would happen if the primary care services eligible for
the bonus are protected and payments are reduced for
everything in the fee schedule -- services and practitioners
—-— not eligible for the bonus. This is the option shown on
the left side of the graphic.

Funding for the primary care payment would come
from about 90 percent of the fee schedule. It would require
a reduction in payment for those services of 1.1 percent.

A variant on this option is to protect all bonus-
eligible E&M services, regardless of specialty and
regardless of whether primary care services account for at
least 60 percent of a practitioner's allowed charges. This
is the option shown on the right side of the graphic. In
this case, funding would come from about 75 percent of the
fee schedule. Because the funding would be coming from this
smaller source of funding, the reduction would be a bit
larger —— 1.4 percent.

Another option for funding the per beneficiary
payment is to reduce the fees for overpriced services.

Doing so would be consistent with a series of
recommendations the Commission has made on identifying and

reducing payments for overpriced services. Those
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recommendations include the one in our letter on repeal of
the SGR which said that the payment reductions should
achieve an annual numeric goal for each of five consecutive
years of at least 1 percent of the fee schedule.

If that annual 1 percent savings were
redistributed to fund the per beneficiary payment for
primary care, the monthly payment for primary care would
start at $2.60 and rise over five years to $13.

Is it feasible to generate such savings from
overpriced services? PPACA requires that the Secretary
validate the fee schedule's relative wvalue units, or RVUs,
and make appropriate adjustments.

To support this effort, the Commission has
recommended collection of wvalidation data from a cohort of
efficient practices. CMS, for its part, is working with
contractors for proof on concept on methods to validate
RVUs. 1In the interim, pending validation of the fee
schedule's RVUs, there is a potentially misvalued services
initiative now underway that can serve as a source of
savings to fund a per beneficiary payment for primary care.

Under this initiative, CMS is working with the

American Medical Association Specialty Society Relative
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Value Scale Update Committee, or RUC, to identify and review
services that meet certain screening criteria.

It has been argued that the initiative has already
captured most of the potential savings from overpriced
services. The assertion is that the services not yet
reviewed represent low-volume services or services with
moderate RVUs and, therefore, their review would not have a
high impact on fee schedule spending.

However, there are several reasons why the
potentially misvalued services initiative remains an
important source of savings. As shown in this chart, the
services not yet reviewed do account for a meaningful share
of fee-schedule spending —-- 34 percent.

Even among those services already reviewed,
further savings may be possible. According to the AMA, a
total of 1,366 services have been reviewed. Work RVUs were
decreased for 485 services, but they were either increased
or maintained for another 551 services.

Now, on these numbers, we received yesterday an
update on them. The numbers are a bit higher. Some of you
may also have received this update, from what we understand.

Nonetheless, the number of services with work RVUs decreases
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are still on a par with what —-- or a bit higher —-- services
with decreases in work RVUs are on a par or a bit lower than
the number with maintained or increased work RVUs.

DR. MARK MILLER: In other words, Kevin, the
numbers may have changed, but the story remains the same.

DR. HAYES: Correct. Thank you.

Getting back to the slide and its second bullet
point —--

[Laughter.]

DR. HAYES: Recall that at last month's meeting,
we noted that even among the services with decreases, it is
possible that the decreases could be larger. The statute
defines the work of physicians and other health
professionals as consisting of time and intensity.

There is a time estimate for each service in the
fee schedule. Over the course of the potentially misvalued
services initiative, the time estimates for a number of
services have gone down. However, their work RVUs have
tended to go down much less. Such a disparity could arise
if the RUC is offsetting some of the decreases in time by
increasing intensity.

Funding the per beneficiary payment for primary
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care would require targeting savings from overpriced
services to the per beneficiary payment. The statutory
requirement is that changes in the fee schedule's relative
value units must be budget neutral.

Absent a change in current policy, savings from
overpriced services are redistributed equally across the fee
schedule. Underpriced, accurately priced, and overpriced
services all receive the same budget neutrality adjustment.

Under the funding mechanism discussed here, the
budget neutrality policy would be revised, and savings from
overpriced services would instead be redistributed to the
payment for primary care. In addition to providing a
funding source, doing so would help rebalance the fee
schedule.

To summarize, this is the outline for the June
report chapter. It begins with discussion of a per
beneficiary payment for primary care as a replacement for
the expiring primary care bonus.

Then there's discussion of three design issues:
the amount of the per beneficiary payment, attributing a
beneficiaries to practitioners, and requirements that

practices would have to meet to receive the payment. From
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there, we discuss options for funding the per beneficiary
payment .

For your discussion today, you could direct your
conversation toward issues covered in our presentation such
as those listed here:

The per beneficiary payment, specifically the
amount of the payment and the source of funding, with
options such as protecting services eligible for the primary
care bonus but reducing the payments for all other services
in the fee schedule, versus reducing the payments for
overpriced services.

We addressed beneficiary attribution, which raises
questions of whether beneficiaries should be asked to
designate a primary care practitioner or whether CMS should
attribute beneficiaries to practitioners, either
prospectively or retrospectively.

And we covered the issue of practice requirements.
Should the per beneficiary be contingent on meeting such
requirements? If so, are there specific requirements that
should be discussed in the chapter? Based on your
discussion, we will revise the chapter accordingly. We

anticipate that the chapter can then form the basis for



10

11

12

13

14

15

16

17

18

19

20

21

22

140

further work on this topic and possibly recommendations
during the next report cycle.

Thank you.

MR. HACKBARTH: Okay. Thank you.

So let me just underline the comments made about
where we are in the process. So we will have the June
chapter. My plan is that, assuming we see some degree of
consensus in today's discussion, in the fall I would bring
back a draft recommendation and then we'll discuss that as
we usually do and make any further necessary revisions for a
final vote sometime in the fall.

And in terms of the process for this discussion,
what I'm going to suggest is that we have our round of
clarifying questions, again, narrowly defined clarifying
questions. And then for Round 2, what I suggest is that we
go through these three sets of issues on Slide 20. And what
I'll do is, you know, open up discussion on per beneficiary
payment, and we can discuss that and then go through the
three issues.

Now, I recognize that there may be some
interaction among those, and so there may be a need for a

little skipping around. But I would like to make sure that
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we have sufficient discussion of each of these three issues.
That's why I want to sort of march through them.

So that's my plan. Let me invite clarifying
questions. Over here, Herb, and then Cori and Mike.

MR. KUHN: Kevin, just to be sure that T
understand this right, for the additional payment, the bonus
that they receive right now, there is no expectation on the
Medicare program for a particular outcome or a particular
service to be delivered. It truly is just an additional
bonus to remunerate primary care physicians more for their
services. Is that correct?

DR. HAYES: Well, that's right. But when you said
"service," it is contingent on service. So the bonus is
payable on allowed charges for services eligible for the
bonus —-- the office wvisits, visits to patients in nursing
facilities, and home visits, that kind of thing.

MR. KUHN: Thank you.

MS. UCCELLO: That was one of my questions.

Another one is Jjust to confirm, so that 10 percent
that's already in effect is through 2015. So can you tell
me, in terms of the overpriced services, how long does it

take to do that evaluation? So would there be money and
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time to start in 2016 and use the money to pay for it?

DR. HAYES: Sure. The current, potentially
misvalued services initiative started to affect payments,
effective in 2009, and it's an ongoing initiative. CMS is
working with the RUC to continue to identify services, to
make payment adjustments to them. So, you know, as we show
in the presentation, it's possible, you know, even over the
next few years to continue to identify services and make
adjustments accordingly.

At some point, one would like to see what the
Commission recommended actually happen in terms of going out
and collecting data and validating RVUs and making
adjustments that way. That will take some time to get that
effort underway. CMS is working with contractors now to
figure out how to do that.

I might also add that in the SGR patch legislation
that the Congress recently passed, that the President
signed, has requirements in it for doing the kind of data
collection that the Commission recommended.

So the short answer to your question, I mean, it
would seem like, you know, it's feasible. I mean, there's

still a lot of work to be done. It's not to minimize the
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effort required and the difficulty of doing this and the
contentious nature of making these adjustments and all that,
but it would seem like the tools are there, the mechanisms
are there to do something.

MR. ARMSTRONG: I understand —-- within the area of
beneficiary attribution, I understand the concern around the
beneficiary designating a primary care practitioner
themselves, the concern being that, well, if they switch
providers during the year, that would be inaccurate.

But we also often talk about this awkwardness of
feeling pressured to sign, and I'm just wondering, is that
just a feeling that we have, or is there some information
that we have about that? How do we know that?

And I would just say based on my experience, it's
really not a problem, but —--

DR. SOMERS: I am looking at Mark a bit. I
believe it's feedback from some of the ASO discussions or in
the ASO world.

DR. MARK MILLER: Yeah. And I want to be clear.

I don't think there's a ton of science assigned to this.
This is things that we have heard, and it stood to reason to

us that somebody sitting across from their doctor and says
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would you sign this, there might be some tension there. And
we are also a little concerned that it might be that you go
from one office to the next office, and then you get asked
again. Then what do you do? Whereas, in your world, that
would not happen, because you would pick.

Now, to that point, Julie, the e-mail that you

sent last night, Mike asked the question when we were

running him through the overview —-- and I think it's
relevant at this point -- and said, well, how many different
physicians do you —-- primary care physicians do you see, soO

that I think would inform your question too.

Julie? Now I'm looking at Julie.

[Laughter.]

DR. SOMERS: I see how that works.

Yeah. So there's a 2000 study in the New England
Journal of Medicine by Dr. Pham who did a study of Medicare
beneficiaries and found that at the median, beneficiaries
saw one primary care provider for evaluation and management
services, and at the 25th percentile and the 75th
percentile, they saw one to two primary care providers. The
number of providers go up if you expand it to all services

or to all types of providers.
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In your reading materials when we talk about
attribution, we talked about attributing beneficiaries to
primary care practitioners solely and based on the number of
evaluation and management services. So we need to look at
more recent data and verify that, but it looks like they are
not seeing that many primary care practitioners.

MR. HACKBARTH: So, Julie, did you say that was a
2000 study?

DR. SOMERS: This study was in 2007.

MR. HACKBARTH: Oh, 2007.

DR. SOMERS: I believe the data was quite a bit
older, like 2002.

MR. HACKBARTH: Yeah. Now, do you know what Mai
Pham used as the definition of a primary care physician for
that?

DR. SOMERS: I don't remember which specialties —-—

MR. HACKBARTH: Because she could have been using
a different definition than we're using, which would mean
that her account isn't what you would get using our
definition.

DR. SOMERS: That's true. It may not be exact,

and we're working back in the office to do it on the 2012
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data.

MR. HACKBARTH: Okay, good. Thank you.

So we're still on clarifying questions. I have
Mike next, and who over here? Peter, Jack, and Bill.

DR. CHERNEW: In the mailing materials on page 14,
there is this textbox about Medicaid, and I couldn't figure
out how Medicaid does the attribution. There's a bunch of
per -beneficiary payments that you talk about that Medicaid
makes, but I wasn't sure how those programs ——- there's one
in Alabama and one in North Carolina. I'm not sure how
those programs do solve this attribution problem.

MS. SMALLEY: Well, because they are Medicaid
programs, they do vary state by state. I think a lot of the
states have gotten around this problem, because they are
Medicaid managed care, and so they have to designated a
provider.

MR. BUTLER: So attribution does seem to be kind
of a logistical key to this. So tell me the number, the
percentage of patients, if you can, beneficiaries that would
be attributed to —-- how many change year over year? Whether
they may not see anybody or they switch providers, whatever

the method, how much shift is there likely to occur in a
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given year? Do you have an idea?

DR. SOMERS: Right now, for a given year, I can
just repeat this 2007 paper that, you know, at least 50
percent of beneficiaries see only one or two primary care
providers.

MR. BUTLER: Yeah. I'm looking, though, that
change year over year, so —-—

DR. SOMERS: Oh, from one year to another?

MR. BUTLER: One year to next, because, you know,
then you'd be moving dollars from one provider to another.

DR. SOMERS: Yeah. No, we'd have to look into
that.

DR. HAYES: 1It's a good point, though. You are
asking about essentially continuity. Well, it's got an
attribution dimension to it.

MR. BUTLER: 1It's the continuity thing, yeah.

MS. SMALLEY: And I can say at least from the ACO
world, the turnover has not been insignificant.

MR. BUTLER: Like 20 percent or something, then I
go whoa. It's a whole different answer than like 8.

DR. HOADLEY: I'm actually following up to what

Cori was asking about. On the RUC kind of overvalued
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procedures, what —-—- a lot of what you talked about in your
answer, Kevin, was things that are being done under current
activity. So for this to be a scorable savings, what would
be the new trigger for getting something to score that was
new?

DR. HAYES: It would be the data collection along
the lines of what the Commission has recommended, so it
would be a matter of going out to what the Commission has
talked about is efficient practices and collecting data.

In working with contractors, we have come up with
a way to do this that we think is workable. There's a lot
of talk about things like going out and doing time and
motion studies and all this kind of thing, which would be
pretty cumbersome, and you'd be concerned about bias and
all. But what the Commission has recommended is a data
collection activity that could go along the lines of
collecting data on two things, the actual hours worked of
practitioners and then their volume of services by CPT code.
And it would be then a pretty straightforward thing to
compare the fee schedules' time estimates with actual hours
worked.

Going that way, it wouldn't be possible to
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identify specific services, but you could kind of say,
"Well, the practitioners that tend to provide this service
also tend to have the biggest -- you know, so it is
workable, and CMS is working with contractors now to develop
the methods for doing just that.

MR. HACKBARTH: I apologize. I just need to sort
of go through this one more time to make sure that I
understand it.

So PPAC included a requirement that CMS re —-

DR. HAYES: -- validate.
MR. HACKBARTH: -- revalidate —-- that's the term
I'm searching for -—- RVUs. We came along a little bit later

and said, you know, CMS ought to be developing new sources
of data to revalidate RVUs. As the normal part of the
annual work of CMS and with input from the RUC for these
amounts of revaluation have occurred.

To this point, though, all of that has been done
on a budget-neutral basis. The first time that it would be
done on a non-budget-neutral basis will be the work done as
a result of the law that just passed that established a
specific target, correct?

DR. HAYES: Yes. As long as the amount of
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redistribution of dollars achieves a numeric target; in this
case, of a half a percent of spending.

MR. HACKBARTH: Yes. So that's sort of the bell
that rings, is that the normal process is budget-neutral
redistribution unless the Congress says —-—- enacts law that
says this revaluation is going to be non-budget-neutral, and
so if we were going to use that as the source of funds for
this, the bell would have to be rung, and Congress would
pass a piece of legislation that says do some revaluation
and dedicate money to this purpose.

And then, of course, there is the issue that they
have already said they want to take a piece of that to
refund the patch for the SGR, and so it would have to be new
stuff beyond that target dollar amount.

So clarifying questions —--

DR. SOMERS: Sorry. Could I jump in and respond
to Peter? The New England Journal of Medicine article did
do an analysis of year-to-year changeover in beneficiary
assignment, so I was just looking that up. And based on
assigning beneficiaries to primary care practitioners, based
on E&M visits, 20 percent of beneficiaries were reassigned

from one year to another.
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MR. GRADISON: On page 10 at the bottom, it says
that the number of practitioners eligible increased from
157,000 the first year to 194,000 the second year, which is
an increase of 24 percent in one year. It struck me as a
rather dramatic change. What's going on there? I mean, are
they modifying their reporting or their coding or something
in order to qualify, and how much further could it go?

DR. SOMERS: I don't know. I —-

MR. GRADISON: I would appreciate it if you'd take
a look at —-

DR. SOMERS: Yeah. I don't want to speculate.

MR. GRADISON: I mean, frankly, I read it a couple
of times and thought, well, maybe it's a misprint, because
it's such a major change in one year.

MR. HACKBARTH: My recollection, this is a passive
exercise for physicians. It's not like they have to file
any paperwork to qualify for the bonus. This happens
automatically based on an analysis of claims; is that
correct?

DR. HAYES: That's correct.

DR. SOMERS: That's right.

MR. HACKBARTH: And so that, in a way, sort of
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makes it even more puzzling that there would be such a big
change in one year.

DR. HAYES: The one thing, though, to remember is
that 2011, the base year that we're talking about, was the
first year for the bonus. So one could imagine that there
was a little bit of a shakeout period during that first
year, Jjust from an administrative standpoint and how the
bonus was working.

MR. GRADISON: I think I —-- I don't understand
what you just said. I mean, where is the shakeout? At the
administrative end? I mean, that they didn't interpret the
data correctly? I didn't understand what you meant.

DR. SOMERS: Well, I would add as well, it's based
on the practitioner's designation —-

MR. GRADISON: Yes.

DR. SOMERS: —-- a specialty designation. So there
could be learning over time, and its' also based on if 60
percent of their allowed charges are on these eligible E&M
services. So becoming aware that there is a bonus out
there, you could do more things to make yourself eligible.

MR. GRADISON: That's what I was wondering, if 55

or 58 percent, you might just change a little coding here
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and there to qualify.

Okay, thanks.

MR. HACKBARTH: When in doubt --

DR. MARK MILLER: We will get into this. We'll
give you an answer. That's the most important thing we take
from this, and we will look over time and get all of this
updated.

The other phenomenon that's gone on here is I
think people might have in their minds, physicians
increasing, but the PAs and NPs are growing at a little bit
faster rate in their billing, and they might be falling into
this bucket a little bit faster than you might thing the
physicians are falling into this bucket. But we'll parse
that out and get you an answer.

MR. HACKBARTH: Any other clarifying questions?
Alice.

DR. COOMBS: On page 24, the 1 percent number for
redistribution and how that came about to be correlated with
overpriced services, can you give me a little history on
that piece?

DR. HAYES: What page? Page 24 of the mailing

materials. And say a little bit more about the question?
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DR. COOMBS: Where does that 1 percent number come
from? Knowing that the 664 was the target —-

DR. HAYES: Right.

DR. COOMBS: —-- but that's a historical number.

DR. HAYES: Sure, sure, sure.

DR. COOMBS: That's not from now.

DR. HAYES: Right. The 1 percent figure came from
the Commission's recommendation in its SGR repeal letter,
and it was a judgment on the part of the Commission that 1
percent was achievable in terms of a level of savings. The
experience at the time was that savings from changes and
work RVUs that year or the immediately preceding year were
in the area ——- if memory serves correctly, it was like .4
percent, and then there were some savings due to changes in
practice expense, RVUs, and the total worked out to be 1.2
percent of fee schedule spending, and so the Commission felt
like a 1 percent goal would be realistic.

DR. COOMBS: That didn't have to do with upcoding
or anything else? It was purely overvalued services at that
time?

DR. HAYES: That's right. That's right.

MR. HACKBARTH: Okay. Seeing no other clarifying
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questions, let's shift to round two, and let's focus first
on the per beneficiary payment. I will welcome comments on
both issues here, the amount and source of funding. Anybody
want to lead off on that? Rita.

DR. REDBERG: I suppose the idea of a per
beneficiary payment, because I think it's kind of consistent
with the other goals that we have talked about in sort of
integrating care and improving quality. And it is not tied
to the fee schedule, which we are trying to move away from.

In terms of source of funding, certainly it's
identified a bit in the graph, but there are a lot of
overpriced services and high volume of overpriced services
that I don't know —— and I think Cori already addressed how
long it would take, but certainly that would seem a good
place to start.

I'll just add, in terms of -- oh, go on.

MR. HACKBARTH: I was just going to ask you the
amount, the amount of the per beneficiary payment.

Let me put up a straw man for people to react to.
My inclination at this point -- and this is subject to
change —— would be to say let's do a per beneficiary payment

in the amount, equivalent amount to the current 10 percent
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bonus, and at the last meeting, we discussed at length about
how small that number is, and it's not likely to change the
supply of primary care services, and all of that is true.

Having said that, we impose on ourselves as a
matter of self -discipline that we have to figure out how to
fund whatever we suggest in terms of a bonus, and when you
look at both the sources of those potential funds and the
other demand for those potential funds, including like fund
SGR repeal, I'm inclined to stick with the current dollar
target based on the 10 percent. I'd love it to be bigger,
but that's my gut on where to come down.

Feel free to disagree with that and argue against
it, but I just want to sort of give people a target to shoot
at.

Rita.

DR. REDBERG: I think that's a great target and a
starting point to go with the 10 percent, basically, as what
it was in the current primary care bonus.

MR. HACKBARTH: The other thing I would mention —--—
and this was something that hadn't occurred to me that
really came out of our last discussion —-— is that there are

a lot of other things happening out in the marketplace that
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are effectively increasing the rewards for primary care,
things outside of Medicare, where the practice is being
purchased and private payers changing. So it's not like
Medicare has to carry the full burden of changing the
economics of primary care.

Medicare is a big purchaser, obviously, and the
more Medicare can do the better. But there are some other
things going on that are also pushing in a proper direction,
and we need to keep that in mind.

DR. REDBERG: I was Jjust going to comment on the
other two points.

MR. HACKBARTH: Before you do, let's just stay on
the payment amount and funding for a second. I invite that
other comments on that.

I have Jack and then Mary.

DR. HOADLEY: So I think your base proposal, you
know, has a good logic to it.

I think the two things I would comment on —-- one
is we should probably make sure we talk in the chapter about
sort of the argument you were Jjust talking about.

It's a small amount. Where does it get some punch

—-— which is, yes, there are other things going on
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simultaneously. The symbolism kind of argument that we're
not letting this go away ——- it's in the bonus now. We're
maintaining it. You know, we think that's important.

We think it has -- I mean, those kinds of

arguments, I think, should be very specifically talked
about.

The other thing I guess is, when you talk about
the funding, if we go with the overvalued procedures, which
has a certain nice logic to it, the option that's laid out
in the chapter talks about those accelerating. If you get
one round of these every year, you actually build that
amount.

And so I think we need —- if we want to limit it
to the $2.60 or whatever that number is that would come out
of the first years, do we link that correctly to that as the
funding source?

Do we say that other money should be used for
something else?

Or, do we scale down the level of expectation on
the overvalued procedure option?

MR. HACKBARTH: On that escalating savings from

revaluation, that does not include the effect of the just
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passed legislation, which will take a piece of that.

DR. HOADLEY: Okay.

MR. HACKBARTH: So it will basically cut those
numbers in half. Is that correct, Kevin?

DR. HOADLEY: You could actually say that —-

MR. HACKBARTH: There would still be an upward
trend.

DR. HOADLEY: So if you're building in an amount
for the per beneficiary payment, that might start -- instead
of at $2.60, if we use the number that's up on the slide
there, you know, and started it at $1.50 because of the
other legislation —-- I'm making up a number, obviously --
but then allow it to accelerate over time. We'd actually be
getting a bigger per beneficiary payment by years three,
four, five and so forth, if that's the thing.

So I'm just trying to —— I'm not sure I'm saying a
preference here as much as Jjust we've got to think that
through.

DR. NAYLOR: I also support the move from bonus to
per beneficiary payment.

In terms of payment, I like the idea of starting

at 10 percent and thinking about this as a path to next
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place but maybe building in some opportunities to evaluate
within a year or two how well is that level of payment
driving us along with other opportunities to promote primary
care, to achieving our goals.

And, in terms of payment, I don't know why we
couldn't think of a mix here of the opportunities to look at
overvalued services as a source as well as non-EMS. I would
be less inclined to think about any EMS services by anybody
given what the goals of EMS services are and the definition
of primary care.

So I don't know if we've thought about a mix, but
that's where I'd look.

DR. CHRISTIANSON: Can we go back to the end slide
of the discussion questions, please.

So, yeah, I think the per beneficiary payment,
breaking the link with fee-for-service makes sense.

The amount I don't think we can even talk about
until we —-— it's definitely linked to the decision about
practice requirements.

If the purpose of this is to say we think primary
care physicians deserve more compensation or —-— that's

wrong.
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If we think primary care services deserve more
compensation, then it's pretty arbitrary, and 10 percent,
since that's what's already in the budget, is a good place
to start.

If we say we want to tie it to practice
requirements, then we have to think about, well, what's the
cost of doing this? And I don't want to do that because I
was discouraged by the chapter in terms of the two examples
that were provided, in terms of what you might tie it to.

One was team-based, hitting some parameters of
team-based care. I mean, that would be very complicated.
I'm not sure that we know what the cost of doing that. It's
going to vary across different institutions and so forth.

But to ask what the amount should be without
actually talking about are we tying that amount to requiring
practices to do something, with the idea that this would
provide them with investment money to do it, doesn't make
sense to me.

MR. HACKBARTH: And I definitely see your logic.
So, again, let me just throw out my thinking, and I invite
yours and others' reaction to it.

As T said at the last public meeting, I don't see
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a lot of hard evidence for various types of requirement --—
that, oh, this really makes care better for patients.

And, as we discussed this morning on team-based
care, that whole model of thinking about these things —--
well, let's require certain things to be done and then pay
bonuses for it -- I find troubling and unproductive.

So, while I certainly agree if you're going to
have burdensome regulatory requirements that you need to
increase the dollar amount, given that I don't see a whole
lot of data to support the regulatory requirements, I sort
of give then more predominance to, frankly, what can we
afford and what do we know how to pay for. And that's how
sort of shift the problem around.

And feel free, Jon, to disagree with that, and

anybody else.

DR. COOMBS: I agree, Glenn. That resonates with

me because, as Jon said, I think if you're going to give a

small incremental increase as we are doing and then invoke

I

certain requirements, it would be more burdensome as is well

outlined in the chapter. So that resonates with me.
MR. KUHN: I, too, would —-- you know, as I think

about this, what is it you're going to pay for, you know,

if
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you did something like that. And I think there is the
burden -- the nature of —-- the passive nature of the payment
now.

But, you know, just think if -- obviously, this
isn't necessarily primary care, but just think oncology and
say you really wanted to pay for better pain, nausea,
fatigue, different things like that. You know, there would
be specific things you're paying for. So it gets a little
difficult on that.

But on the issue of the per beneficiary payment, I
think the key here is that this bonus, I think, is
important. It sends a strong signal, a strong message, to
primary care physicians.

And I think the work to retain, as we've been
discussing about here and last month, and continuing to have
at least as a threshold, the 10 percent I think makes a lot
of sense. It sends the right signals, I think, to the
physician community, and it's a good support for the
Medicare program.

In terms of the source of funding, as we heard,
this was paid for with new money. That's going to be

difficult in the future. So I think this notion of looking
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at the overpriced procedures seems to make the most sense to
me to try to drive that.

And I do appreciate the letter that the Commission
received from Dr. Levy, who's head of the RUC, but I think
also if you do focus it on overpriced procedures it
continues to send the incentive to the RUC that they need to
continue to work in this particular area since that would be
the funding source to help fund this particular bonus out
there. So I think it keeps the pressure on them to continue
the good work that Dr. Levy laid out in her letter.

So I think that would be helpful.

MR. HACKBARTH: Others?

Cori.

MS. UCCELLO: Yeah, I agree with what everybody
has said so far, but I just kind of want to step back again.

I'm not sure if it was this go-round or previously
that we first stepped back and said, well, what is the goal
of this? 1Is it to direct more resources to primary care, or
is it to facilitate a redesign of primary care?

And there is some overlap there, but it doesn't —--
it's not necessarily complete.

MR. HACKBARTH: Cori, could you just say again;
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what was the first of the two goals?

MS. UCCELLO: Directing more resources to primary
care.

And so I'm trying to think about those goals as I
think about, you know, what dollar amount.

And there's an overlap between the dollar amount
and the requirements, as we've already said.

But, even when we think about redesign, we're not
redesigning for redesign's sake. We're redesigning for
outcomes' sake.

So I guess I'm just struggling with how to kind of
sort all this stuff in my head.

That said, I think moving off of -- I mean, it
certainly makes sense to move off from that 10 percent add-
on to a per-member payment. Using the dollars from that 10
percent and converting them seems to be a reasonable
starting point.

And, for funding, to the extent feasible, it seems
-— you know, we talk about targeting a lot. In this
instance, it would be targeting those overvalued services or
overpriced services as the right way to do it. So, to the

extent that that is actually workable, that would be my
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preference.

MR. HACKBARTH: Those two goals —— I think those
are two goals.

And, on the redesign goal, the way I'm thinking of
this, consistent with our conversation earlier about team
care, 1s let's begin moving, albeit incrementally, towards a
payment method that enables redesign, better enables it than
fee-for-service payment where you have churn out visits and
meet various tests to get the dollars.

Now it doesn't guarantee redesign, but it enables.
And, hopefully, there are other forces at work, both in
Medicare payment policy and on the private side, that will
cause physicians to say, oh, I'll use my enabling redesign
to actually start working on a new way to provide value of
care.

But it won't guarantee it, and I think that's what
you were after.

Dave, George and Mike.

DR. NERENZ: This is a minor technical question, I
think, but it's just on this concept of making the per
beneficiary amount equivalent to, or the same as, the

current bonus.
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And there has to be some transformation function
just because they're different metrics —-- the bonus as a
per—-service add-on of 10 percent.

So, in doing that calculation, I'm just curious.
From a budget point of view, you might say you've got a
certain amount of pool. And then you guess, or you
calculate, the number of attributed people that it would be.

But then now the question: As soon as you do
that, you put some new incentives in place. Presumably, the
incentives encourage the creation of these relationships,
which we think probably is a good thing. But, if you set it
equivalent to the current scenario, then you may end up
actually spending more money if these relationships kick in.

And then you say, well, okay, that's just a good
thing. That's fine.

Or, do you try to take that in through some fudge
factor at the beginning and say, well, we're going to have
to set it a little low because we actually have more of
these relationships to reward?

I'm just curious. It's a fine point. How do you
think about that?

MR. HACKBARTH: I understand your point.
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I have no idea how I would think about it.

And also important would be how would CBO score it
actually.

DR. CHERNEW: Yeah, I think the CBO scoring point
is important, but I actually would have thought the other.
Before, you were paying a bonus per visit, and so you were
encouraging more visits. Now you're getting away from the
visits.

So you could have the opposite going true, that
this actually ends up being —-- because you have fewer visits
being paid out, you pay --

DR. NERENZ: But a drop there wouldn't affect the
bonus account. It would affect just the fee-for-service.

DR. CHERNEW: Yes. So at the end of the day —-

DR. NERENZ: How do you calculate all these —-

DR. CHERNEW: Well, my guess is the margin just
gets rounded out and you let CBO deal with it. I don't even
think you could assign which way you'd want the fudge factor
to go.

DR. NERENZ: Yeah, and actually, the effects may
be small enough. It's not worth worrying about. I just —-

MR. HACKBARTH: George.
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MR. GEORGE MILLER: Yeah, my thoughts are along
with Dave, but let me see if I can say it a different way.

If the value of having primary care physicians and
move more to the model of a patient-centered medical home,
then should this be looked at as an investment, like the
1115 waiver, to really transform health care?

Is the goal to really transform health care or
just move more folks into a primary care?

If the ultimate goal is transform health care and
then save monies down the road, maybe this should be looked
at as an investment.

Based on the outcome, we'll spend less money
overall in the system. We would decrease all the things
that we just talked about that were valued services. There
would not be a need to have as many x-rays for low back pain
because they would never get to that point.

So should we look at it from that standpoint? I
don't know the answer.

You picked an appropriate -- what can we afford
today?

The question may be, what can we afford 10 years

from now, and how can we get there?
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Maybe we need to spend a little more by rewarding
primary care physicians that will lead to us spending less
money 10 years from now, but I don't know the answer to how
would you pay for it in the interim.

MR. HACKBARTH: And so certainly my hope —-- and
based on our past conversations, I think almost everybody's
hope -- would be that by moving away from the fee-for-
service model you prompt a transformational change in
practice, but it is no more than a hope at this point for
two reasons.

First of all, we're not talking about a huge
amount of money, probably not enough wattage to
fundamentally change how people think about practice.

But beyond that, the research is still coming in
on the effect of primary care-based initiatives like medical
home, for example, and it's mixed at this point.

So, even though the goal is transformational
change that could yield big savings and quality improvement
down the road, I don't think we can be confident enough
about those to say we ought to budget on that basis and jack
up the payment because we know that the dividends are going

to come.
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MR. GEORGE MILLER: But I think that with -- well,
that's true, but one could take the speculation that we
could then not pay for overvalue of services like, again,
back pain. I use that one as the example. I mean, there
are way too many imaging studies on low back pain or for
migraine headaches. We're doing way too many studies on
that.

There are enough things I believe we can identify
and quantify to at least make a difference. Now is it
enough to pay for moving the ship? I don't know, but we'd
have to do that study.

I mean, Rita alone has identified enough of them
that we can make a compelling argument.

MR. HACKBARTH: And, you know, I think again that
there's general agreement that there probably is a lot of
money out there. The question is how you reap and how you
gain those savings before you start spending them on
something else.

DR. REDBERG: The IOM report identified almost a
trillion dollars in waste, which is a little bit different.

We're talking about overvalued services, but I

think there's potential.
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MR. HACKBARTH: Yes. Yeah, and we are mixing our
lingo a little bit —-—- overpriced services versus utilization
that is marginal in value.

I have Mike and then Jon. Then I want to move on
to our beneficiary attribution issue.

DR. CHERNEW: So, quickly, the most important
thing to start with is whether or not we believe or not that
primary care is underpaid. And I do believe that primary
care is underpaid, particularly if you got rid of the bonus,
although I just would say that the evidence of that is
somewhat indirect and the effects of paying even more is
somewhat underdeveloped.

But all of that said, i1f one has to make a
decision to start with the premise of primary care is
underpaid, it makes sense that we want to pay them. And I
think the 10 percent number is reasonable just because it's
a good anchoring point.

The question then arises: How would you like them
to get paid? And my view is if you're going to pay more I
would much rather see it in a PMPM than in a tack-on to the
fee schedule Jjust because I tend to like broader, more

flexible money as opposed to things tacked onto the fee
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schedule. So that pushes you towards a PMPM.

We'll deal with some of the nuances, I think, in a
bit.

So I'll just Jjump to how to pay for it, and I
think the principle that I would apply is if there's a
service we think is appropriately priced I would not want to
lower the price of that simply to fund something else.

You know, I don't want to make one exacerbate —-
create some other error to solve something.

So I think, conceptually, finding overpriced
services or areas of waste is much more appealing.

And the only question is somewhat of a technical
one. Can we find enough in the overpriced services, given
the nuances of the scoring and rules and what they've
already taken for the SGR and issues of the timing and the
date and the process, to actually pay for this? I'm not
sure.

So we're going to end up doing something that's
noisy.

I actually would probably jump to other types of
inefficiencies or savings we've identified as a way of

paying for something that is good as opposed to believing it
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all inherently has to come out of the physician fee
schedule.

Or, put another way, I see no reason why if we
think primary care is underpaid, and we want to increase
payment for primary care, we have to limit our savings to
fund that from the physician fee schedule per se if there
are other areas in the system that we think are overpaid and
wasteful.

I think a general rule is if we have to pay for
things, which we often -- that are good, which we often do,
the best way to do that is to find things we're paying for
which we shouldn't and move that money around. There's a
lot of, I think, political and other challenges to doing
that.

So, within the realm of how this conversation
goes, I prefer overpriced fees. I'm fine with the
relatively small reductions across the board in non-E&M
services. I think they are small enough and there's enough
overpayment there that I would be okay with that as well.

But, more broadly, reducing overpaid or wasteful
spending is the best way to pay for good things.

MR. HACKBARTH: And, you know, Mike as usual T
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think has pointed out there's an artificiality in the notion
that this money needs to be found within the physician fee
schedule. That's a purely self-imposed thing. When
Congress enacted the bonus originally, it wasn't funded at
all. It was new money, so to speak. And so conceptually we
could certainly say, well, this could be funded not just
from the physician fee schedule but anywhere in Medicare.
And where's Kate? You know, last time we talked about this,
T think we had $100-plus billion over ten years' worth of
MedPAC-endorsed recommendations that have not been enacted
by the Congress. So we've identifying lots of potential
sources.

DR. CHERNEW: Right.

MR. HACKBARTH: The problem is that there's also
out there SGR repeal that leaves a hole bigger than $100
billion, and so is our money already allocated? And it gets
into, you know, like, "how many angels can dance on the head
of a pin"™ sort of discussion pretty quickly.

Let's see. Where's my list? I have Peter, Bill,
and Jon, and then we really need to move on to attribution.

MR. BUTLER: So I think we need to be practical

because you need a recommendation for this fall so that
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we're not going to boil the ocean here. So I do think the
10 percent is the right number. I think that using
overpriced services in the short run is a realistic answer.
I think if you had more money —-- I think that's kind of the
mode answer that you're getting around the table, but if you
had more money, I think there are too many questions around
attribution or other things that you may screw it up if you
really tried to put too much.

But I think the alignment issue that says these
are my patients by itself is a building block and a positive
thing to build upon. And you can always flex up the
incentives or the money in various ways. But the idea that
these are my patients that I'm responsible for I think is a
good attribute.

DR. HALL: Glenn, after the session, if you really
still want to know how many angels can dance on a pin, I can
help you with that.

[Laughter.]

DR. HALL: When I talk to primary care physicians
in my neighborhood, I don't find them saying that the 10
percent bonus was the panacea that people thought. However,

they thought it was in the right direction, obviously.
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So I think if we —-- right now we have sort of a
place hold on that, which is about to go away. So I think
the priority here is to replace that with something that
doesn't just let things revert to no bonus of any kind. So
I think the number is not really important. I don't think
the number's important to attract people into primary care.
But I think dropping this without a substitute is certainly
not an incentive for people to go into it, into primary
care. Then we can work with it.

Then as far as where do we get the money, I also
agree that Dr. Levy's letter from the RUC seemed to suggest
an interest in taking a much more in-depth look at wvarious
fee schedules, some that we feel have been neglected in the
long run. And I think this telegraphs to the RUC which
direction we're going into, saying at least one of the
possibilities is that there will be a redistribution of
physician fees from potentially overpriced services.

So, you know, I think we should do this. I think
it's really, really important. But I don't think we should
get stuck on how much is actually going to be transferred at
this point.

MR. HACKBARTH: Jon, last comment on this before
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we move to the next issue, set of issues.

DR. CHRISTIANSON: Yeah, two comments, I guess.
One is that conceptually I like the idea of doing it on
overpriced services, but there's a part of me that says it
sounds a lot like financing stuff by reducing fraud, waste,
and abuse. I mean, it sounds good, but it's sound like —-
it's squiddy squishy to me. I mean, it sounds like a
promise out there that somehow we're going to identify these
services and we're going to reduce and we're going to price
them right and the money's going to flow back and all that.
I think we can feel good about wanting to do it that way,
but I would be more comfortable if there was something more
specific. You kind of brought all this up and saying have
we already spent this, and so I think it's a real problem,
even though conceptually we all like it.

In terms of back to what people said about, well,
you know, this -- what's going to happen to the money when
it gets to the practices, there's a little story on that.
We don't know, we won't know, we can't control it. The U.K.
not too long ago did a pay-for-performance program where
they put $3 billion into the system for three years for

their GPs, and they put the benchmarks at the wrong level,
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so they spent all the money in the first year, basically.
And that represented a substantial increase in payments to
primary care practices for some GPs. And so what happened
to the money? Some of it was spent for all sorts of good
things, but there was —-- you know, they had a research
project where they went out and interviewed people and tried
to figure out what happened to the money. And there
apparently was a significant number of cases in which the
GPs put it in their pockets because they deserved a raise.
And the problem that caused was that a lot of the work was
done by the nurses in the practice to get the money. And so
it created a lot of friction within the practice. But the
notion was we're underpaid primary care docs, this
represents money that we deserve, we've been underpaid for
years. And that's where it went.

Now, not for everyone, but Jjust as a reminder that
we don't know what's going to happen to this money. We
don't agree that we want to tie it —-— I mean, we generally
think we don't want to tie it to practice requirements. So
we should be prepared to live with whatever happens to it.

MR. HACKBARTH: Okay. Let's move to beneficiary

attribution. Thoughts on this?
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DR. SAMITT: So I think none of the three options
are perfect. You know, I'll throw out something that maybe
a compromise, but it may be too administratively complex,
which is: Would we ever think of a prospective attribution
with a retrospective adjustment so that at least the funding
is provided up front? Which is the flaw of the
retrospective, but a reconciliation is done after the fact

for any of the 20 percent or so of the change. So that's

what I'd put out there as a straw man. If that's not
feasible, I probably —-— I think the best of all the evils
would be prospectively, even though there is a change. So

the funding is available for the PCPs but doesn't put the
beneficiary in a tough spot. So if I were to pick one,
that's the one I would pick. But I would rather have a
blended approach.

DR. NERENZ: Just a question. The article that
was cited from New England Journal of 2007 about the median
of two, does it break down exactly how those two play out?
I'm thinking, for example, if there are partners in a
primary care practice and they essentially share
responsibility for the patient, you have a clear attribution

to the practice, but you have an unclear attribution to the
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individual provider.

Now, I guess if they bill under the same number,
maybe it comes out okay. But do we know how this two or
larger than two sorts out, what it means?

DR. SOMERS: I don't know if they come from the
same practice, the two.

DR. MARK MILLER: But you should also know that
that gquestion came up yesterday when we were running through
things with Glenn and Mike, and Mike asked the question.
And so we're going to try and go through -- ten versus the
NPI I guess is the language, and we're going to try and
break some of that out, because we did kind of fall upon
that issue.

DR. NERENZ: Yeah, I was Jjust thinking, at least
around the edges there may be some of these attribution
problems that go away if we just think a little differently
about what we're attributing to.

DR. MARK MILLER: 1It's a good observation and
we're going to run it through [off microphone].

MR. ARMSTRONG: Just a couple of things.

First, I recognize that the beneficiary

attribution issue is way bigger than just this particular
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primary care payment. And so maybe this isn't the time to
really get too creative and solve it. But I really like
Craig's suggestion. I mean, that's not uncommon, and it's
practical. Just the one last point I would make is that,
whether it's on this or many other issues that we're facing
around payment policy, we're going to have to deal with the
many arguments, some of which I think are data driven and
some of which are political and some of which are Jjust from
somewhere, that prevent us from this prospective engagement
of beneficiaries in a dialogue and a relationship with their
providers.

I know we worry that it reeks of limiting choice,
but it creates the relationship that's the foundation for
managing care and reducing expense trends over the course of
time. And so this may not be the time to solve that, but
it's getting bagged, and somehow somewhere I hope our agenda
going forward finds some time for that.

MR. HACKBARTH: I agree with that point, and, in
fact, that has been one of the themes of our thinking about
ACO as opposed to this passive assignment that the
beneficiaries don't know about and maybe even understand

less, i1f Cori's mom is an example.
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You know, we've consistently said the
beneficiaries need to be engaged as part of this ACO, and
that in that context makes a lot of sense to me.

Now, this is a bit different context, and it's not
entirely clear to me that it carries over to this.

In the case of the ACO, by definition, you have an
organization, including the associated clinicians, who are
saying, "We're going to assume responsibility. We will be
accountable."” And I think part of that naturally should be
the beneficiaries need to be brought into that process.

Here we're outside of that accountability
framework. You know, this is still fee-for-service
Medicare, the hallmark of which is, you know, free choice of
provider for better or for worse and people jumping around
all over the place. And so the context here is different
than in more organized settings.

MR. ARMSTRONG: I understand your point, and I
actually agree with it. It was, nonetheless, a good moment
to make my argument.

[Laughter.]

DR. CHERNEW: Well, I should say I also agree with

Scott's view. 1In fact, the numbers that you presented from
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the article are sort of more encouraging than I would have
thought, because it was the 75th percentile to get to two,
and that could be just the doc, not the practice. So
there's a general question about how much you would be
willing to risk, there being —-- you know, i1if there were 5
percent of people that felt bad, that's going to be a lot of
newspaper stories, a lot of confusion about asking people to
do things. So the question is: What would it take for you
to want to go there?

I like very much the idea that beneficiaries
should be encouraged to designate a provider. I think it
just helps us move towards an accountable system broadly.
But this may or may not be the place.

I just want to say between the retrospective and
prospective, I will say two things:

One, I'm relatively ambivalent because even if
there's misattribution, it may net out. So it doesn't
matter if 20 percent of your patients leave and so you're
getting paid for people that you didn't serve; you may also
be serving people you didn't get paid for because other
people came in. And so I tend to prefer prospective because

you get the money up front to do things as opposed to
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retrospective. But it's not the single mispayment that
matters. It's sort of the net when you give the PMPM. So
as long as your panel size of Medicare beneficiaries, if
you're a primary care practice -- and I want to emphasize
"practice" not "physician," if you're a primary care
practice. If that panel size isn't changing dramatically,
you should roughly have those numbers basically balance out,
and I wouldn't worry about them. And if you're not going to
go to a designation model for all these other reasons, I
would probably Jjust go prospective and call it a day.

MR. HACKBARTH: We'll just go down the row, Peter,
then Rita [off microphone].

MR. BUTLER: So a blended, as Craig suggested,
maybe could work, but I on balance favor retrospective
because it encourages the physician to do a good job, retain
members, if you will, and keep continuity in care, where
prospective has got an incentive to do the reverse —-- not
that you want to lose patients, but I like the incentive of
do a good job, keep your patients, and get paid for it.

DR. REDBERG: 1I'll agree with some of my
colleagues and not all. But I think that we should let the

beneficiary designate the practitioner, but at some —-- you
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know, after two months or three months, then have Medicare
just assign a primary care practitioner if the beneficiary
hasn't designated one. And I would do it prospectively
because although I appreciate that there could be advantages
to retrospective, I think there are more advantages to doing
it prospectively. And I think as someone else has already
said, in the end I don't think it makes that much of a
difference. If someone has had the opportunity to choose a
primary care and they didn't choose one, perhaps they didn't
care that much or -- and it's not 1like they can't change.
And I think the important thing is to have a primary care
doctor and, you know, we'll assume they're all pretty good,
as long as we're in the right geographic area. So I would
just —— and I don't think -—- I wouldn't spend a lot of
Medicare resources on time and whatever studies. I think we
should Jjust assign one, and there are other things to spend
time and money on than figuring out the right primary care
practitioner, because it's like college roommates. I think
just kind of it works or it doesn't.

[Laughter.]

DR. REDBERG: I don't think all that online —-- all

that online stuff, I don't think anyone showed it did any
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better than just doing it.

DR. BAICKER: I think one of the main advantages
to the prospective assignment is getting the resources up
front, but I suspect the bigger one is having the physicians
engage in "this is my patient for the year to come" and
being on alert ahead of time that that patient's course of
care 1is going to matter, particularly for that physician.

And I think we asked last meeting about the degree
to which the prospective assignment might get it wrong, how
if you did retrospective squaring up, how many would you
actually have to change, and really the right number isn't
how many people would you have to change but how wrong would
you be on average. If it turned out that you were 10
percent of the people who a physician -- if it's 10 percent
wrong in a sort of symmetric way, you worry about that less
than if it happens to be that the assignment is typically
wrong for the sickest patients, then you worry more about
selection. So it would be good to know how much
retrospective squaring up would really help things, and if
it's just around the edges, then maybe everybody can Jjust
live with a prospective assignment, especially if it creates

that increased engagement; whereas, if it is of a
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quantitatively important magnitude, then you want to do the
truing up at the end.

DR. CHERNEW: Can I say, on average, of course, if
I lose a very sick person because they're getting assigned
to somebody else but I got paid for the sick person. there's
some other person that now has that person. So it's a —-

DR. BAICKER: It's zero sum in total [off
microphone].

DR. CHERNEW: Right, in total.

DR. HOADLEY: I was just going to -—— I mean, I
think I'm in a very similar place. I mean, this is only
about a PMPM payment. It's not the ACO. It's not
attributing money based on the implications of what they do.
So, you know, like a couple people now have said, we Jjust
got to kind of get it about right. So I think the notion of
doing something that involves a transaction or a signature,
a designation, a record, it starts to Jjust add enough hassle
that we're talking about low amounts of money, that that
doesn't seem the right way to go, either retrospective,
prospective. I think we could even say in the discussion of
this that there are merits to both. We come down on the

other, or, you know, the hybrid method or whatever. But if
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we sort of raise it all, you know, we sound like we're
writing the statute at this point.

DR. HALL: I think there's strong arguments both
ways, but I guess I come down to that there's something
about the profession, practitioners or caregivers. It's
important for patients to know who that person is. Bill
just said when he had trouble somewhere, you didn't want to
know who was in the emergency room, you wanted to call your
doctor, right? And I think we all have that feeling.

So if we're going to keep this as a profession, I
think some kind of prospective attribution has a lot of
merit to it.

MR. GRADISON: I prefer the retrospective
approach.

[Laughter.]

MR. GRADISON: Just to make it interesting. Let
me point out that there's only a one-year lag in payment if
you have an on going relationship. And so I recognize that
one year that might be a little awkward. But I think that
tying the payment more to who you're actually serving during
the year makes more sense to me, and I think the cash flow

thing at this level of payment won't break the bank or cause
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these folks not to be able to pay their rent.

On a more personal basis, I have got to say this.
If somebody asked me to designate my primary care physician,
the doctor I would designate I see probably every five
years. If I have a condition, I call his office, and he
tells me which specialist to go to. I go to that
specialist, and I make sure that specialist sends copies of
the reports to my primary care physician so that if, God
forbid, I got in a situation where I was really in a jam or
I go in to see him because of something unexpected that
isn't covered by the specialist, then he's got all the
records. And that may be just Bill Gradison and nobody else
in the world, but I'm a little bit confused by, you know,
what this really means. As a practical matter, personally I
probably think that I get more ongoing coverage from the
cardiologist that I see once every year than from the person
I would actually designate.

So, again, that may be a total outlier, and I'll
stop at that point.

MR. HACKBARTH: Jon, did you have -- I do want to
the practice requirements, so —-

DR. CHRISTIANSON: I like the way that Jack sort
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of laid it out, and I like the blended approach.

I am not convinced that the prospective approach
is needed to convince physicians to engage with their
patients. If it is, I'm very sad about my physician,

frankly. And from the practice managers and physicians I've

talked to, they feel the same way. They're being measured.
They're being paid for performance. They're being taught in
medical school -- I mean, the whole notion is that you

engage with your patient, and the idea that a 10 percent
bonus on your Medicare payment is somehow going to make you
engage with your patient which you wouldn't do otherwise
doesn't ring very true to me or to the people I talk with.
So I'm not so worried about prospective from that point of
view.

I understand the designation. That's a different
thing, patients knowing who they said their primary care doc
is, than sort of using it as a motivating factor to become a
better primary care doc. If that does it, I'm sad.

MR. HACKBARTH: I'm sorry. I missed you [off
microphone].

DR. NAYLOR: So I'm sad that we're still talking

about only physicians, but, nonetheless, that all being
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said, I don't know that we do know what way to go, and I
would be very much swayed by the current knowledge of what
proportion —— I think you suggested it was not insignificant
—-— of people who change primary care physicians each year.

I would also suggest that it needs to be as simple
as possible, and while it would make a lot of sense to do
prospective and readjust, I'm not sure it's worth it and all
that would cost.

I do think tracking attrition, i1if we move
prospectively —— and I do like the idea of prospectively
encouraging the conversation with people to let them know
who is their primary care clinician is a good principle. So
I'll look forward to the data to see which way we might go
going forward.

MR. HACKBARTH: Okay. So let's turn to practice
requirements, and I welcome thoughts that Commissioners have
on that issue.

DR. MARK MILLER: Can I just make one
clarification [off microphone]? Mary, your concern was the
vocabulary that we used throughout this conversation. The
policy would apply to all practitioners. 1It's just the

concern —— and it's a fair concern. The concern was that-—-
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DR. NAYLOR: I mean, 1it's just to recognize —-
we're trying as a Commission to raise awareness to
beneficiaries about who's available to deliver primary care
services to them, and I think our language does count.

DR. MARK MILLER: I agree, and I wanted to make
sure that the public knew that we're talking about the whole
crew. And you're right, the language needs to be cleaned
up .

DR. SAMITT: So if we are going to have practice
requirements, the ones that I would most certainly encourage
us to have are the ones that are closest to outcomes that we
want to accomplish, not process, so going back to the
discussions we had earlier that, you know, structuring
something that would have to define and prove that folks
have a team-based care model or other process-related
metrics are going to be hard to measure, and there are going
to be so many iterations, and it would make no sense. So
one of the suggestions that I would put on the table is: 1Is
it conceivable to structure out of existing measures a
stars—-1like equivalent that says that an individual physician
or clinician needs to have a certain minimum stars

performance from an outcomes perspective to qualify for the
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population-based bonus? So if we're to do anything, I would
err on the side of something like that.

MR. HACKBARTH: Okay. But you say "if we were to
do anything, and one of the questions here is should we do
anything, given the magnitude of the bonus, et cetera, et
cetera, et cetera.

DR. SAMITT: I would say yes. It not only shifts
us away from the fee schedule, but also shifts us from a
volume—-based approach to care to a value-based approach to
care, and we need to measure value in that regard.

MR. HACKBARTH: So I hear your preference is that
we do make it contingent, but it's not on operating
characteristics, it's on performance. And then the obvious
question is: Where do the measures of performance come from
that are valid at the level of individual clinicians?

DR. SAMITT: Well, that would come in the next
session that we have.

MR. HACKBARTH: Oh, okay. 1I'll look forward to
that conversation.

[Laughter.]

MR. HACKBARTH: On practice requirements, George?

MR. GEORGE MILLER: Yeah. Yeah, I would just
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challenge —— the concern with the amount of money we're
talking about and what it would cost to do any measures at
this point in time until we get to the next discussion would
be my question and raise it.

MR. HACKBARTH: You would err on the side of —-
and let's not make this —-

MR. GEORGE MILLER: At this point in time, if the
goal is to deal with primary care, to improve that, at this
time I would not put measures on, until we get to a
significant amount of money, because it will cost —-
whatever you put on it is going to cost additional money.

So I would not.

MR. HACKBARTH: Yeah. So I see Herb and Cori on
this side. Go ahead, Herb.

MR. KUHN: Yeah, I would be like George. I'm
really reluctant to ask for anything that would put a
practice requirement at $2.60 a month in terms of payment.

I think at the last meeting we talked about what different
PMPMs were, and they were on the order of magnitude of three
or four times that, if not even greater -- in fact, probably
much higher -- and had a whole host of requirements.

So I think at this, to me this is just a signal
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that undervalued codes, we're trying to continue this bonus
that's in place here, but to ask for anything beyond that,
even though I think it makes sense and I agree with what
Craig said that we need to think about that in the future.
At this payment rate I just - -I think physicians would find
it insulting, quite frankly.

MS. UCCELLO: Yeah, I agree with that, and if we
do go the route of the overpriced and we do ramp that up, we
may want to revisit this question. And if we do, I would
again go back with the feedback that we're getting from some
of these focus groups that they are saying that some of the
main impediments to coordination results from communication
breakdowns between the primary care docs and the other
folks. So I would suggest trying to look at that area
somehow for thinking requirements.

DR. SOMERS: Do you have ideas, Cori? Just —--

MS. UCCELLO: I have ideas.

[Laughter.]

DR. SOMERS: Just thinking that fixing that
problem, you would have to go after the specialists and the
hospitals, that it would be hard for the primary care

practitioners —-
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MS. UCCELLO: Yes.

DR. SOMERS: -- to fix that problem. That was as
thought.

MS. UCCELLO: I think that's correct.

DR. CHRISTIANSON: Mark, Medicare already measures
physician performance, right? The PQRS system?

DR. MARK MILLER: Yeah [off microphone].

DR. CHRISTIANSON: So if you wanted to —-

MR. HACKBARTH: However imperfect.

DR. CHRISTIANSON: Which I don't, but if I wanted
to, there's no new measurement —-- there would be no new
measure —- you could think about it as not having any new
measures, no new collection requirements, et cetera, you
ought to build off that.

DR. MARK MILLER: That statement is true. You
should keep in mind -- and maybe this is going to come up in
the next session when we start talking about quality. There
have been concerns raised among the Commissioners about the
accuracy when you measure at the individual physician level,
those sets of issues, the fact that the variability -- our
specialty society made really great rigorous ones, yours

didn't, those kinds of arguments. And there's a lot of
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concerns that kind of surround how that's happening right
now. And I suspect some of that will come out in the next--

DR. CHRISTIANSON: All part of the reasons why I
don't want to go that route, but I'm saying if we did go
that route, I don't think it's as onerous if you build off
the existing platform that Medicare has established.

MR. GRADISON: 1I'd associate myself with comments
by George, Herb, and others. I would prefer not to have any
requirements at this time.

I would suggest consideration of adding some
language to recognize on the subject of requirements that
some of them would not probably be realistic in relatively
small practices. I would call attention, for example, on
page 17 to the possible requirement of a care manager on
staff to assist patients in self-management and monitor
patient progress, and on page 30, separate from the one I
just read, one or more advanced practice nurse, registered
nurses, or PAs to provide chronic care management services.
I think those are great ideas, but they're not going to fit
even a moderate size practice because of the expense of
hiring people with that skill level.

So I agree with the conclusion, but in terms of
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the language, I think you might want to consider some
language that recognizes that some of these requirements,
frankly, are a hell of a lot more expensive —-- or
inexpensive —-- than others.

MR. HACKBARTH: I think Jack is next. Am I
missing anybody on this row?

DR. HOADLEY: So I'm in the same place. I mean,
Herb put it well. I think, you know, with this small amount
of money, you know, trying to add a bunch of process kind of
measures doesn't make any sense. You know, I think the
notion of a bonus has some attractiveness, especially if at
some point we're talking about more money. But we've also
got to make sure we've got something that can be measured in
a way that works, and we're probably not there yet.

And the only other thing I would add is, you know,
I don't know i1f this chapter could be the place or the
chapter next year with the recommendations could be the
place to sort of pick up some of the things that we talked a
little bit about in this morning's session about things that
would release burden that occurs relative to some of the
team-based activities and whether we might want to link this

to saying, okay, and in addition to this money thing, you
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know, we're recommending something, if by then we can figure
out what the something should be, about the process of some
of the rules around face to face or those other kinds of
things. So it might be a good place to flag something like
that.

MR. BUTLER: Back to my practical January 1lst, the
path of least resistance is 10 percent increase, just keep
it going probably. I don't think they're going to take
money away —- Congress take money away from primary care.

So whatever we do has got to be a simple —-- the money 1is
small, as it says, but trying to have other hooks on this, I
just don't think it has a chance of getting through
Congress. So something simple, and maybe I'm changing my
mind more to prospective because you give money up front,
but something simple like that that can be an alternative to
just continuing the 10 percent is, I think, the one most
likely to be supported by Congress.

DR. CHERNEW: I think the administrative burden
and measurement issues are sufficiently complex that I'd
prefer not to have it tied to any particular requirements.

MR. HACKBARTH: Okay. More on this come fall.

Thank you, Julie, Kevin, and Katelyn.
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And we'll now move on to measuring quality of

care.
[Pause. ]
MR. HACKBARTH: Whenever you're ready, John.
MR. RICHARDSON: Thank you. Good afternoon,
everybody.

At its November 2013 and March 2014 meetings, the
Commission discussed potential alternatives to Medicare's
current policy on measuring the quality of care provided to
the program's beneficiaries. 1In today's presentation, I
will summarize the main points of the Commission's
discussions in November and March and present some new
discussion questions for you to continue your ongoing
dialogue on the topic.

The results of today's discussion, along with the
analyses and discussions from November and March, will form
the basis of an informational chapter in the Commission's
June 2014 report to the Congress and the Commission's
ongoing discussions of these issues in the next report
cycle.

The Commission had made a number of

recommendations on quality measurement of Medicare over the
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last several years, including quality reporting and pay-for-
performance or value-based purchasing programs for some
types of fee-for-service providers, such as hospitals and
dialysis facilities and for Medicare Advantage plans where
it seemed the measurement technology would allow measurement
without imposing on sustainable administrative costs or
opportunity costs on either providers or CMS.

Over the past 10 years, the Congress has enacted
quality reporting programs for almost all of the major fee-
for-service provider types and also mandated pay-for-
performance or value-based purchasing for inpatient
hospitals, dialysis facilities, MA plans, and physicians.
Quality-based payments are also a central component of the
ACOs operating under the Medicare Shared Savings and Pioneer
ACO programs.

As Medicare's quality measurement programs have
grown in size and complexity, the Commission and other
observers have become increasingly concerned that for all of
this activity, Medicare still does not focus enough on
evaluating how providers are performing at improving
beneficiaries' health outcomes. Instead, fee-for—-service

Medicare in particular relies on multiple clinical process
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measures that reinforce the existing undesirable incentives
in that payment model to increase the volume of services
that the system compels providers to focus on the delivery
of care, only within their own silo of care, and that it is
costly to administer.

There also is a body of published research finding
that providers' performance on many of the clinical process
measures used by Medicare, particularly for hospital care,
has little or no association with their performance on
clinical outcome measures. For example, several of the
process measures used by Medicare to assess the quality of
care for heart failure, heart attack, and pneumonia do not
predict overall short-term mortality in a large hospital
quality improvement demonstration program.

Another recent paper found little relationship
between hospital's compliance with processes of care and
variation in adverse outcomes, such as mortality and
surgical complications, for several types of high-risk
surgical procedures that are still relatively common in the
Medicare population.

In light of these concerns with the status quo,

staff presented and Commissioners discussed in November and
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March a population-based approach to measure on quality for
fee-for-service Medicare, MA plans, and ACOs. Under this
approach, Medicare would use a small set of patient-focused
outcome measures, such as those listed on the slide, to
assess the quality of care in each of the three payment
models within a local area. In March, staff also presented
an analysis using rates of potentially inappropriate use of
imaging studies to illustrate the potential applicability of
overuse measures. As some of you have pointed out, overuse
measures could be applied as quality-of-care measures in any
of the three payment models, whether fee-for-service, MA
plans, or ASOs.

This diagram presents a simplified picture of what
we mean when we talk about the three payment models in a
local area. ACOs 1 and 2 are the triangles, comprise the
ACO payment model in the area, and the MA plans, labeled A,
B, and C, together are the MA payment model. And all around
the ACOs and the MA plans is fee-for-service Medicare, which
is made up of many individual and frequently uncoordinated
providers of care. Some of these providers may, of course,
also see patients attributed to one or both of the ACOs or

who are enrolled in one or more of the MA plans that are
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operating in the area.

I also want to emphasize that this diagram shows
how Medicare as a payer might look at quality across these
three payment models. Beneficiaries probably would be more
interested in, and look more closely at, the quality of the
individual providers in fee-for-service and the ACOs and at
the quality of the plans in MA.

So the initial notion of population-based quality
measurement as we began to discuss it was to calculate the
suggested outcome measures that I just talked about or that
I just showed you on the other slide for each definable
population in the three payment models. So, for example,
Medicare would calculate potentially preventable admissions
and ED visit rates separately for MA plans A, B, and C and
for each of the ACOs, and then for fee-for-service would
base those calculations on the population of beneficiaries
who reside in the area who are not enrolled in any of the MA
plans nor attributed to either of the ACOs.

However, in your discussions in November and
March, you seem to make a split between how most of you
viewed the feasibility of using population-based outcome

measures for, on the one hand, public reporting of quality
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and, on the other, quality-based payment policy. I want to
be clear for the public and for you that this is the staff's
current understanding of what we think we heard you say, but
we expect there will be much more discussion among you today
and ongoing in the development of these key points as we
proceed.

So for reporting, we think we heard support for
Medicare calculating and publicly reporting on population-—
based outcome measures to allow beneficiaries and
policymakers to compare quality across fee-for-service
Medicare as an entity, across individual MA plans, and
across individual ACOs in a local area. However, for
payment purposes, several of you expressed support for using
the results of these outcome measures to make payment
adjustments among MA plans and the ACOs in a local area but
did not support applying them to fee-for-service Medicare.

The reason for the latter point not using
population-based outcome measures for payment policy and
fee-for-service Medicare is the concern among many of you
that in fee-for-service Medicare, there is no identifiable
organization or agent to hold accountable for the

population-wide performance on these measures. While the
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combined performance of each individual fee-for-service
provider would in aggregate determine the performance of the
fee-for-service Medicare payment model in that area, several
of you observed there simply would not be any entity to hold
accountable for those results.

Another concern expressed is that such an approach
would unfairly combine the performance of both high- and
low-performing providers, which would mask any existing
quality differences between providers in the area and
potentially unfairly benefit poor performers at the expense
of high performers. However, just as another footnote,
another way of looking at that latter result is that it also
could be useful to encourage in areas as high-performing
providers to leave fee-for-service Medicare and either join
or form an ACO or contract with one or more of the MA plans
in the area.

If we reject, however, using population-based
quality measurement to adjust fee-for-service Medicare
payments and continue the current policy of using provider-
level quality measures, we have to grapple with the
significant drawbacks that many of you have also mentioned

in provider-level measurement; for example, the incentive it
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creates for providers to teach to the test and focus only on
what is being measured within their own silo of care at the
expense of other potentially useful quality-improving
activities; the fact that there are gaps in current quality
measure sets, because meaningful quality measures either do
not exist or are in their infancy for key types of clinical
care providers, in particular many physician specialties.
Third, providers that do not treat a large number of
Medicare beneficiaries may not have a sufficient number of
cases to establish a reasonable degree of statistical
reliability for their measurement results; and last, the
cost and administrative burden on providers of using quality
measures that require the extraction of medical chart data
could be considerable.

Nonetheless, Jjust to summarize, we think we heard
a direction that looks something like this. For reporting
and comparing quality on the basis of population-level
outcome measures, Medicare, specifically CMS, would measure
and report outcome measure results across all three payment
models with each MA plan and ACO as its own measured entity.

For payment, fee-for-service would be separated,

and provider-level measurement would be applied. But as I
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noted, there would be some gaps in those measures, and not
all providers in fee-for-service would be measured.

For ACOs and MA plans, we could apply population-
based outcome measures, either to redistribute payments

across the ACOs in an area and separately across the MA

plans in the area or potentially —-- and this is an option
that we look for you to discuss —-- between the ACOs and the
MA plans.

Now, given your express concerns about using fee-
for-service provider-level measurement, some of the
principles that could guide Medicare would be to use quality
measures that are developed by independent third parties and
not by the providers to whom the measures will be applied.
Medicare could reduce the number of measures used for each
provider type and exercise restraint when considering the
addition of any new measures. Medicare could retire any
clinical process measures when research finds no association
between performance on them and performance on the outcomes,
such as mortality, readmissions, and complications, and
always, always, Medicare could focus measurement on
outcomes.

So I will tee up a series of discussion questions
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and look forward to you discussing them. We have four
questions here. First, if population-based outcome measures
would be used to adjust payments to MA plans and ACOs, one
question is, Should that be done only within those two
payment models, that is, across ACOs and across MA plans, or
possibly across them?

Second, do you support the way we presented the
use of population-based outcome measures for fee-for-service
Medicare in a local area; that is, to use them for public
reporting but not for fee-for-service payment adjustments?

Third, if we must continue to use provider-level
quality measurement to redistribute payments within fee-for-
service provider types, what principles might guide Medicare
in overcoming the current technical limitations on provider-
level quality measurement? I outlined a few of those a
moment ago, and there certainly could be others.

And fourth, how might Medicare fund quality-based
payments? In the past, the Commission has recommended
withholding and then distributing a small percentage of base
payments within each fee-for-service provider category or
within MA plans. Are you still comfortable with that

approach, or are there others that we should explore, such
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as redistributing funding across all three of the payment
models or just across MA plans and ACOs but excluding fee-
for-service?

Thank you for listening, and we look forward to
your guidance for the June report chapter and beyond.

MR. HACKBARTH: Okay. thank you, John.

So when we get around two, again, I am going to
ask that we focus on these issues. My sense of how to
tackle them is in the following order. First, would you put
up the preceding slide, John? I would tackle the second
bullet here as the first issue. We got into this
conversation, asking the question does it make sense to move
to population-based —-—- more to population-based measurement
based on what we've heard from you, we've heard some qualms
about applying that to fee-for-service, and so we've tried
to address those concerns. And one of the key issues is the
second bullet here, so I welcome your feedback on that.

The second issue I would discuss is then the third
bullet. If in fact we elect not to hold providers in fee-
for-service accountable for population-based measure, what
is our guidance on the provider-specific measurement?

And then I see the first bullet here and the
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bullet on the next pages related to one another. How do you
fund, and what are the pools for redistributing dollars? So
I would tackle them in that order, if that makes sense to
you.

Let me emphasize again, what we tried to do is,
based on the last discussion at the last meeting, come up
with a framework that addresses issues that we heard. I'm
not sure we accomplished it, so please feel free to yank at
threads or knock down the whole edifice, but then suggest an
alternative. I will have high expectations for you.

Okay. So let's do round one, clarifying
questions. Craig.

DR. SAMITT: So if you could turn to Slide 10,
please. On the right-hand side of the slide, can you
clarify how the comparative payment between MA plans and ACO
plans that you're suggesting is different than what exists
today? So with MA plans today, there's differential payment
for stars, and for ACOs today, there's differential payment
for 33 quality measures. So doesn't that already exist
today, and is the real gquestion about going across? Because
my sense is that it already exists going down.

MR. RICHARDSON: That's correct. This arrow, the
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one across, 1s the question -—-

DR. SAMITT: 1Is the question.

MR. RICHARDSON: -- for you to discuss. This is
existing, the up and down is existing policy.

DR. SAMITT: Great, thank you.

DR. MARK MILLER: Although you could change the

measure set and still do up and down, but what you said is

correct.

MR. HACKBARTH: Okay. Clarifying questions. Dave
and Mary.

DR. NERENZ: Okay. Thanks, John. This is very
nice.

Slide 6, if we could.

I just want to make sure we're all on the same
page in terms of the use of the term "population-based." In

reading this, I assumed it is synonymous with geographically
based, but I guess there's my question. Is it synonymous
with geographically based? Nobody nodded, so okay. That —-
MR. RICHARDSON: ©No. You would have to define a
geographic area in order to do the calculation. I shouldn't
say —— you wouldn't have to. The way we're envisioning is

we're connecting it to the Commission's recommendation about
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MA payment areas, but you could do it at any number of
geographic levels.

MR. HACKBARTH: But the addition I would make to
that is that for purposes of defining the population for an
MA plan, it is the enrolled population. The population for
an ACO is the assigned population. The population for fee-
for-service would be a geographic unit, for example, based
on what we recommended for the MA areas.

Do you agree with that, John?

MR. RICHARDSON: That's right. The only
distinction I would make —-- or not a distinction. I forget
the word. So, for example, with the MA plans, one of the
things we talked about in 2010 was that sometimes at the
contract level, they cover multiple deliveries' markets,
health care delivery markets, and it may make more sense —-—

MR. HACKBARTH: Yeah. So it would be the MA plans
within that area for the care they are providing for the
population —-

MR. RICHARDSON: Of their enrollees —-

MR. HACKBARTH: -- of that market.

MR. RICHARDSON: —— 1in the ACOs, there are

attributed patients in that area, but we're not trying to
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say this is the right geographic unit. We are, however,
relating it back to the recommendation we made, which gives
us a starting point, anyway.

MR. HACKBARTH: Did we —-

DR. NERENZ: Just to restate to make sure I'm
clear, so as we look at this diagram, all those individuals
in Plan A are a population. The individuals in MA
collectively are a population.

MR. HACKBARTH: Yeah.

DR. NERENZ: Those attributed to either ACOs to
the combining of ACOs are a population, and then those who
live in the defined region, whatever it is, in fee-for-
service are a population, but these populations are not
defined all in the same way. They are defined in different
ways.

MR. HACKBARTH: Right.

DR. NERENZ: One 1is geography; the other are not
geography.

MR. HACKBARTH: Right.

DR. NERENZ: Okay, fine.

MR. HACKBARTH: Right. And the last point that I

think John was making is the MA plan here for comparison
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purposes, it would be the population served within this
defined geography as opposed to on a contract basis that
might include that MA plan's enrollees in a lot of different
geographic areas.

MR. RICHARDSON: Exactly right.

MR. HACKBARTH: Okay. Mary.

DR. NAYLOR: My question was asked and answered.

MR. HACKBARTH: Okay. Other clarifying questions?

Peter.

MR. BUTLER: Ten, is 1it?

MR. RICHARDSON: The infamous diagram?

MR. BUTLER: Yeah. Give me the whole enchilada
there.

MR. RICHARDSON: Okay.

[Laughter.]

MR. BUTLER: So the stars on the right-hand side
for the MA plans, the 33 measures for the ACOs, we do have
measures already in the fee-for-service that kind of are
like readmission rates, which is one of our suggested
population ones, is in the provider side right now, right?
What gets tricky is it actually applies to your patients

that are in the ACO too. So these are not quite as clean a
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silos as they appear to be, and they suggested —-- what
complicates further is we have in the chapter of six or
seven ones that we, I think, are suggestion would replace
the stars, would replace the 33 ACO measures, right?

MR. HACKBARTH: Just say more what you mean.

MR. BUTLER: Well, in the chapter, we have
population-based outcome measures for comparing quality, and
so there's a suggested set of six or seven of those —-

MR. HACKBARTH: Yes.

MR. BUTLER: -- which actually we would be
thinking about having those potentially replace the columns
as shown.

MR. HACKBARTH: Yes.

MR. BUTLER: Right? 1Is that the right way to
think about it?

And then Jjust to further -- I'm clarifying in my
own mind, maybe. In another year, the medical spending per
beneficiary number also comes into value-based purchasing
for providers. That, too, takes the 30-day beyond, is a
population measure that is kind of -- treads into this other
water too. So this first column is very messy.

MR. HACKBARTH: Yeah. So let me just try a couple
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things. You referred to the readmission measure as it 1is
currently used in the 