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CMS continues to implement payment
programs designed to promote quality care
and cost efficiencies.
Effective April 1, 2016, a new bundled
payment program will go into effect in certain
parts of the country, affecting hospitals, SNFs
HHAs, and other providers.
What is the impact of the CJR mandatory
initiative on your operations as a PAC
provider.
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1. Educate Post Acute Care (PAC) providers
on the features of the new CJR payment
model.

2. Discuss how the CJR payment model will
affect PAC providers.
3. Review PAC provider options for those in
areas where CJR is mandated.
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CMS wants to incentivize providers to partner
together across the entire continuum of care.
Looking to end “fragmentation of care” of
patients, by linking payment for multiple services
provided during an episode of care.






In essence, multiple claims submitted by several different
providers are combined into a single “team” claim.

Providers “win” if they are able to reduce their
own costs (as compared to the target price) and
improve care outcomes.
The CJR payment model is an “outgrowth” of
existing Bundled Payment demonstration models.
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Alignment Payment: Payment from CJR collaborator to
hospital, under a sharing agreement, for purpose of
sharing the hospital’s responsibility for repayments to
Medicare.
Gainsharing Payment: Payment from hospital to CJR
collaborator under a sharing agreement, comprised of
reconciliation payment, internal cost savings, or both.
Internal Cost Savings: Measurable and actual cost savings
identified and realized by hospital in connection with
providing CJR services.
Reconciliation Payment: A payment made by CMS to the
CJR participating hospital.
Repayment Amount: Amount owed by hospital to CMS
following reconciliation.
CJR – Comprehensive Care for Joint Replacement
TKA/THA – Total Knee/Hip Arthroplasty
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CJR is effective April 1, 2016 for 791
hospitals in 67 geographic areas.

◦ Pittsburgh (Allegheny and Armstrong Counties)
 27 Hospitals included

◦ Harrisburg (Cumberland and Dauphin Counties)





Holy Spirit
Carlisle Regional Medical Center
Pinnacle Health Hospitals
Penn State Hershey Medical Center

◦ Reading (Berks County)

 Reading Hospital
 Surgical Institute of Reading
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Program to run for a 5-year period, April 1,
2016 through December 31, 2020
Hospitals accountable for the quality and cost
for lower extremity joint replacement (LEJR).
◦ MS-DRG 469 (major joint replacement or
reattachment of lower extremity with major
complications/comorbidities)
◦ MS-DRG 470 (replacement without
complication/comorbidities)
◦ These DRGs cover hip, knee, ankle and foot
replacements/reattachments
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Hospital held accountable to meet episode target
prices set by CMS for all Medicare A & B costs
during the episode of care.
◦ Episode begins with admission to hospital and ends 90
days after discharge from the hospital.
◦ Includes hospital care, post-acute care (including SNF,
HHA), outpatient care (including PT/OT), related
readmissions and physician services.
◦ CMS has developed a list of “excluded services” that are
unrelated to the LEJR procedure, that can be furnished
within the 90 day episode, but excluded from the CJR
bundle
 Additionally, note that beneficiaries enrolled in a managed
care plan (e.g. Medicare Advantage) are excluded from the
CJR bundle
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Episode Target Prices.
◦ Each year, CMS will issue episode target prices for
MS-DRGs 469 and 470 under a complex formula
established by regulation.
 Target prices calculated twice per year (10/1 and 1/1)
 Adjusted for quality performance, and several
“exceptions” which are included within the formula

◦ Prices calculated, initially, on a blend of hospitalspecific and regional historic costs (2/3 hospital
costs & 1/3 regional costs in Years 1 and 2)
 As program continues, the prices will be set solely on
regional historic spending.
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Episode Target Prices


CMS will initially apply an automatic 3% discount to the episode
target price, to represent Medicare’s portion of reduced
expenditures from the CJR Model.




CMS is required to communicate episode target prices to
hospitals before the performance period in which they apply




This discount will ultimately vary between 1.5% to 3.0% based
on the hospital’s quality composite score
PAC collaborators will need to obtain the episode target price
from the hospital

All providers continue to bill the Medicare
Program under FFS (i.e. PAC providers will
continue to bill Medicare under the applicable
PPS).
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Reconciliation Process also is a complex formula
addressed in regulation to determine a Net Reconciliation
Payment Amount (NPRA)

◦ CMS determines the actual episode payments for each episode
included in the performance year by review of claim submissions
◦ CMS then multiples each episode target price by the number of
included episodes in the performance year
◦ CMS then subtracts the actual episode payment amount from the
total price calculated for all episodes using the applicable target
prices
◦ There are a number of adjustments that may then be made to this
figure, as outlined in regulation
◦ If the calculated amount is positive, the amount will be paid to the
hospital (assuming satisfaction of quality criteria) (i.e. the
reconciliation amount); if negative, the hospital will be required to
pay back (i.e. the repayment amount).
◦ The hospital is the only provider eligible for a direct payment from
CMS, or responsible for a payback to CMS.
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CMS has placed limits on hospital risk

◦ Hospitals must meet certain quality standards as a
prerequisite to receiving a reconciliation payment.
◦ “Stop-gain” and “Stop-loss” provisions.
 No “downside” risk in Program Year 1.
 Limits will gradually increase over the course of the
program.
 Year 1: 5% (SG Limit) & No SL Limit
 Year 2: 5% (SG Limit) & 5% (SL Limit)
 Year 3: 10% (SG Limit) & 10% (SL Limit)
 Year 4: 20% (SG Limit) & 20% (SL Limit)
 Year 5: 20% (SG Limit) & 20% (SL Limit)

665675





Hospital Eligibility for Reconciliation Payments
tied to satisfaction of quality measures
Three hospital-level quality of care measures:
◦ 1. THA/TKA complication rate
◦ 2. HCAHPS patient satisfaction survey measure; and
◦ 3. THA/TKA self-reported patient-reported outcome
(PRO) measures that focus on pain management



Composite score created based on:
◦ 1) performance in both the complications measure and
the patient satisfaction measure, and
◦ 2) the submission of PRO data to CMS
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Composite Scores
◦ Based on a scale of 0-20 points.
◦ Each measure has a different weight contribution:
 THA/TKA Complications: 50% (max. 10 points)
 HCAHPS Survey: 40% (max. 8 points)
 PRO Data: 10% (max. 2 points)

◦ Hospital’s rank relative to other CJR hospitals (by
percentile) determines how many points are
achieved by each hospital for each quality measure.
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Hospital will receive reconciliation payment if
composite score is:
◦
◦
◦
◦



“Acceptable” (Greater than or equal to 4 points)
“Good” (6.0 to 13.2 points); or
“Excellent” (Greater than 13.2)
No payment if score is below 4

Composite score also impacts the discount to
the episode target price calculated by CMS:
◦ “Excellent” – 3% discount reduced to 1.5%
◦ “Good” – 3% discount reduced to 2%
◦ No reduction for “Acceptable” or below
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Beneficiary Protections

◦ Beneficiaries retain the right to obtain health
services from any individual or organization in the
Medicare program.
◦ Hospitals are required to supply beneficiaries with
written information regarding: design and
implication of this model, rights under Medicare,
right to use provider of choice.
◦ Hospitals are also required to present beneficiaries
with information related to PAC provider quality at
time of discharge.
◦ **Hospitals may recommend preferred PAC
providers to beneficiaries.**
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Beneficiary Protections – Notifications
◦ Hospital: Must notify beneficiary of his/her
inclusion in CJR model upon later of admission to
hospital or decision to schedule an LEJR surgery





Detailed explanation of model and impact on care
Notice of freedom of choice of provider
Access to records info
List of providers with whom the hospital has a
collaborator agreement

◦ PAC providers required to notify beneficiary of any
sharing arrangement with hospital when beneficiary
first receives services during CJR episode.
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Beneficiary Incentives

◦ Hospitals may provide certain in-kind incentives to
CJR beneficiaries (i.e. not cash)
◦ The incentive must be a preventative care
item/service tied to the medical care provided
during a CJR episode or tied to a specific goal
 Beneficiary adherence to drug regimen
 Beneficiary adherence to care plan
 Reduction in readmission/complications

◦ Hospital must document all incentives in excess of
$25
◦ Hospital can provide technology items whose value
does not exceed $1,000 in any one CJR episode
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The CJR Rule finalized a number of waivers
designed to enable hospitals and
collaborators to provide services as
contemplated under the program.
SNF 3-Day Hospital Stay Waiver
◦ Only applies in Years 2-5 of the CJR Program;
◦ SNF must have a 3-Star rating for 7 of the last 12
months
◦ CMS will post a list of “qualified” SNFs in advance of
each calendar quarter
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Telehealth Waiver
◦ Geographic site requirement for face-to-face
encounter for home health certification waived
◦ Originating site requirement waived for telehealth
visits to originate in the beneficiary’s home or place
of residence



Post Discharge Home Visit Waiver
◦ Physician direct supervision requirement waived so
clinical staff may provide home visits under general
supervision to CJR beneficiaries
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Hospitals may elect to execute sharing
agreements with other direct care providers and
suppliers.
◦ Referred to as “Collaborators” and includes:








Skilled nursing facilities,
Long-term care hospitals,
Inpatient rehab facilities,
Physicians or non-physician practitioners,
Physician group practices,
Home health agencies, and
Provider/supplier of outpatient therapy services.

◦ Not included: non-provider, third party
administrator/convener entities.
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General requirements for financial arrangements

◦ Hospital cannot make any gainsharing payments or
receive any alignment payments unless a sharing
arrangement is established consistent with regulation
◦ CMS is entitled to review any sharing arrangement
◦ The hospital is ultimately responsible for compliance
with any executed sharing arrangement, which must be
reviewed/overseen by its governing body
◦ The hospital must develop policies on selecting
collaborators for sharing gains and risk, and establishing
quality of care standards
 These policies must be shared with CJR collaborators
 Collaborators must agree, by contract, to meet quality
criteria in hospital policies
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Sharing Arrangement Requirements
◦ The arrangement must comply with applicable law
and be reduced to writing in a collaborator
agreement
◦ Participation in a sharing arrangement must be
voluntary and without penalty for nonparticipation
◦ The parties must enter into the sharing
arrangement before care is furnished to a CJR
beneficiary
◦ To receive gainsharing payment, collaborator must
meet quality criteria established by hospital for CJR
episodes of care
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Sharing Arrangement Requirements

◦ Gainsharing payments/alignment payments must
relate to CJR episode in calendar year when savings
or loss was created
◦ Payments cannot be conditioned on volume or value
of referrals or business generated between the
hospital and the collaborators
◦ “Internal cost savings” identified by hospital must
be calculated according to GAAP and reflect actual
savings achieved by the hospital, not cost savings
achieved by the collaborators
◦ All payments made through Electronic Funds
Transfers
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Gainsharing Payments must be:

◦ Derived solely from reconciliation payments,
internal cost savings of hospital, or both
◦ Actually and proportionally related to cost of care of
CJR beneficiaries
◦ Distributed on annual basis (not more than once
per calendar year)
◦ Aggregate annual gainsharing payments distributed
by hospital from reconciliation payments cannot
exceed the amount of the reconciliation payment
received by hospital from CMS
◦ Methodology for determining amount must be
based in part on quality care measurements
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Alignment Payments must:

◦ Not be paid prior to CMS calculation of repayment
amount
◦ Not be a loan or advance payment to hospital for
referrals or other business
◦ Annual aggregate alignment payments received by
hospital from collaborators may not exceed 50% of the
hospital’s repayment amount

 Can’t collect an alignment payment if no repayment
calculated
 In other words, the hospital can transfer the obligation of up
to 50% of any payments it would owe CMS for failing to meet
the episode target price as determined by reconciliation to
its collaborators via contract
 The hospital cannot share more than 25% of this
responsibility with a single collaborator.
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Collaborator Agreement Requirements
◦ Specifies the parties to the sharing arrangement,
the date of the sharing arrangement, and the
purpose of the arrangement
◦ Economic terms, including frequency of payment,
methodology and formula for determining
gainsharing payments and/or alignment payments
◦ Safeguards to ensure alignment payments made
appropriately
◦ Addresses plans regarding care design, changes in
care coordination, and how success will be
measured
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Collaborator Agreement Requirements

◦ Includes management and staffing information
(type of personnel to provide CJR services)
◦ Includes provision that collaborator and its
employees will comply with beneficiary notification,
access to record, record retention, and participation
in CMS review/enforcement activities
◦ Rep/warranty that collaborator is in compliance
with Medicare enrollment requirements (including
having active NPI)
◦ Must obligate collaborator to have a compliance
program, that includes oversight of obligations
under CJR
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Collaborator Agreement Requirements
◦ Establish methodology for hospital to calculate its
internal cost savings based on care redesign
elements associated with the particular CJR
collaborator
◦ Set forth the quality criteria that will be used to
determine gainsharing payments
◦ Must allow hospital to recoup gainsharing payments
if funds derived from a CMS overpayment on a
reconciliation or based on submission of false data
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Documentation Requirements
◦ Hospital must maintain current/historical list of all
collaborators and report the list to CMS
◦ Hospital and collaborator must maintain
documentation of the payment/receipt of any
gainsharing/alignment payments (dates, amounts,
etc.)
◦ Hospitals/Collaborators must retain documentation
for 10 years following end of participation in CJR
model
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Initiating Discussions with Hospitals
◦ What local hospitals refer THA/TKA CJR patients to the
PAC?
◦ What is the volume of these patients at the PAC?
◦ Is the hospital exempt from CJR due to other bundled
payment arrangements?
◦ What are PAC costs and durations of stay for CJR
beneficiaries?



Reality is, that if a PAC provider accepts THA/TKA
discharges from a hospital in the geographic area
covered by the CJR mandate, then the PAC’s costs
are included in the episode bundle.
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Some PAC providers and Hospitals have
already entered into “Preferred Provider
Arrangements”
◦ Negotiate a “CJR Amendment” to the current
agreement to address this shared savings
arrangement



If no current arrangement, determine whether
it’s best to develop a more comprehensive
“Preferred Provider Arrangement” or a narrow
CJR Arrangement only
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Negotiation Issues

◦ How much “risk” is PAC provider willing to undertake in
the form of alignment obligations in exchange for ability
to receive gainsharing payments?
◦ How much is the hospital willing to offer in gainsharing
payments to downstream some of its risk of repayment?
◦ Must be able to justify the risk by showing how the PAC
provider can help the hospital achieve its efficiency
objectives.



Establish quality measures for the PAC provider
◦ How to measure the PAC, to ensure that the hospital
meets its own quality requirements
◦ This should be a collaborative effort to specify the
measures between the PAC and the hospital
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Term and Termination
◦ CJR is a 5 year program; CMS will evaluate annually, and
conduct reconciliations as discussed
◦ A CJR Collaborator agreement should be set, at a
minimum, for an initial one year term, so that the parties
can determine effectiveness of the relationship
◦ Ideally, structure the agreement over the term of the CJR
program, with ability to terminate the arrangement only
after the 1st year, and only based on failure to meet
specified targets
◦ Value of “without cause” termination (Especially if
hospital fails to receive a reconciliation payment and is
constantly in “repayment mode” to CMS)
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The CJR Rule enables CMS to sanction
participating hospitals and their collaborators
for the failure to comply with the regulatory
requirements, or for engaging in certain
conduct CMS deems “noncompliant” with the
intent of the CJR Program, such as:

◦ Avoiding high cost patients, and targeting low cost
ones;
◦ Failing to provide beneficiaries with required
notices and allow choice;
◦ Failing to follow provisions of collaborator
agreement (or enters into noncompliant agreement)
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Failure of participating hospital, or hospital
CJR collaborators, to comply may result in:

◦ A warning letter to the participating hospital.
◦ Requiring the participating hospital to develop a
corrective action plan (CAP).
◦ Reducing or eliminating a participant hospital’s
reconciliation payment.
◦ Requiring a participating hospital to terminate a
collaborator agreement with a CJR collaborator and
prohibit further engagement in the CJR model by
the CJR collaborator.
◦ Terminate the participating hospital’s participation
in the CJR model.
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3 Star Facility Requirement. If SNF cannot meet
this, it won’t get a waiver of the 3-day stay
requirement

◦ Need to ensure that the Collaborator Agreement won’t
obligate SNF to accept CJR beneficiaries without the 3
day stay in this case, or SNF will not be paid by Medicare
for this care





Any collaborator agreement negotiated should be
reviewed against the CJR rule to ensure
compliance, as the PAC provider could be
sanctioned for failure to comply with the contract
requirements
Prepare appropriate notifications to CJR
beneficiaries, if in a collaborator arrangement
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Determine the historical and projected number of CJR
beneficiaries admitted to your organization
◦ What is their duration of stay?
◦ What are the historical costs of care?



Contact local referring hospitals to discuss entering into
a Collaborator Agreement
◦ How can you help the hospital to meet its quality obligations?
◦ How can you help the hospital meet the episode target prices?
◦ How can you make yourself an attractive partner, such that the
hospital will be willing to share savings with you?
◦ Is the discharging hospital an efficient provider of THA/TKA
procedures?



Review required notices that must be provided to
beneficiaries.
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The CJR bundle becomes effective April 1,
2016 in the affected areas, and will remain in
effect for 5 years
Area PAC providers will be subject to the
bundle, and their operations will affect the
participating hospitals
This reimbursement program forces more
collaboration between the parties, and offers
opportunities for PAC providers who can
demonstrate quality and savings to referring
hospitals
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