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REFORMING THE DELIVERY SYSTEM:
THE CENTER FOR MEDICARE AND
MEDICAID INNOVATION

WEDNESDAY, MARCH 20, 2013

U.S. SENATE,
COMMITTEE ON FINANCE,
Washington, DC.

The hearing was convened, pursuant to notice, at 9:35 a.m., in
room SD-215, Dirksen Senate Office Building, Hon. Max Baucus
(chairman of the committee) presiding.

Present: Senators Carper, Casey, Hatch, Grassley, Crapo, Rob-
erts, Thune, and Isakson.

Also present: Democratic Staff: Mac Campbell, General Counsel,
David Schwartz, Chief Health Counsel; Tony Clapsis, Professional
Staff; and Karen Fisher, Professional Staff. Republican Staff: Kim-
berly Brandt, Chief Healthcare Investigative Counsel.

OPENING STATEMENT OF HON. MAX BAUCUS, A U.S. SENATOR
FROM MONTANA, CHAIRMAN, COMMITTEE ON FINANCE

The CHAIRMAN. The committee will come to order.

The great American inventor Thomas Edison often liked to chal-
lenge his colleagues by saying, “There is a way to do it better: find
it.” Edison always looked to inspire fresh ideas to overcome any
challenge.

Today we are in need of new and innovative ideas for America’s
health care system. We know there is a better way to deliver
health care and to lower costs. We created the Center for Medicare
and Medicaid Innovation to find it.

Known simply as the Innovation Center, the Affordable Care Act
established a national facility to inject government health care pro-
grams with some of the flexibility and creativity that the private
sector enjoys.

The Center comes with a simple mission: lower costs and im-
prove quality. It does so by testing new payment incentives and
employing creative methods of delivering care. If the Center devel-
ops a successful idea, Medicare and Medicaid work to quickly rep-
licate it nationwide. If an idea is not successful, they go back to the
drawing board and develop something different.

In just a short time, the Innovation Center has produced results.
According to the Congressional Budget Office, the investments in
the Innovation Center are expected to generate a 13-percent return
through 2019, and, in the decade after, the Center is expected to
save taxpayers tens of billions of dollars.
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The Innovation Center is already testing many promising ideas.
These include Pioneer Accountable Care Organizations, groups of
doctors across the United States who work together and coordinate
their care to reduce costs.

From Minneapolis to Maine, from Nevada to New York, these
doctors are sharing lessons learned and best practices in an effort
to provide better patient care. This is just one of the more than 30
new programs that the Innovation Center has already introduced,
impacting the lives of 5 million beneficiaries across all 50 States.

Health reform included specific ideas for the Innovation Center
to test. We also knew that tapping into Americans’ ingenuity and
entrepreneurship could lead to ground-breaking ideas on how to
improve the health care delivery system.

So we told the Center to ask Americans for their ideas on how
to improve the quality of care without increasing costs, and, as an
incentive, the Center would provide grants to test the most prom-
ising models. One company that answered the call is the online
clinic, Health Link Now.

Recognizing the challenges that rural communities face in access-
ing mental health care, Health Link Now will partner with local
hospitals and doctors in Montana and in Wyoming. They will pro-
vide mental health care through secure video-conferencing and
interactive technology.

Patients in even the most rural areas, like Troy, MT, population
933, can now access quality care if needed. This initiative is ex-
pected to lower costs through reduced hospital admissions and
emergency room visits while increasing access to care in rural com-
munities. If proven successful, it will likely be replicated across
rural America.

This is just one example of the type of revolutionary ideas the
Innovation Center is supporting. Some of the tested models will be
successful, others will not, but we cannot be afraid of missteps. We
must continue trying new ideas, learning from mistakes, building
on our successes. That is how we find what works.

We also need Medicare and Medicaid to develop programs faster
than they have in the past. In 2003, Medicare partnered to create
a demonstration project in which hospitals in 26 States, including
St. James Healthcare in Butte, St. Vincent Healthcare in Billings,
and Holy Rosary Healthcare in Miles City, MT, would receive
bonus payments based on the quality of care delivered. From 2003
to 2009, the demonstration project is estimated to have saved thou-
sands of lives, including 8,500 heart attack patients.

Seeing the success of this demonstration project, Congress used
it as a model to create a program where Medicare rewards all hos-
pitals across the Nation for high-quality care. It also penalizes hos-
pitals that produce poor outcomes. That program began this year.

In many ways, the 2003 demonstration project set a new stand-
ard. It was developed in stages, with close public/private collabora-
tion, but it took too long. We cannot wait a decade to develop a
model and then implement it nationally. We need to cut through
red tape much more quickly.

We need to allow proven ideas to ramp up and spread rapidly
without waiting for Congress to act. That is what the vision of the
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Center’s task is. It can broadly deploy demonstration projects that
are proven to reduce spending or increase quality.

This will allow us to test, evaluate, and then integrate new ideas
nationwide in only a few years instead of a decade. I look forward
to examining the progress that the Center has made. We are here
to ask questions. We want to hear about different models tested,
we want to hear which projects are the most promising, and we
want to know when we are going to see results.

We are going to need a bold vision if we are going to get health
care costs under control, so let us act boldly. Let us realize there
is a way to do it better when it comes to health care costs, and,
as Thomas Edison said, let us find it.

[The prepared statement of Chairman Baucus appears in the ap-
pendix. |

The CHAIRMAN. Senator Hatch is not here yet, so I will just in-
troduce you, Dr. Gilfillan. Why don’t you proceed? As most people
know, you are the Director for the Center for Medicare and Med-
icaid Innovation. Doctor, your full statement will be in the record,
and I would urge you to summarize and get to the point in about
5 minutes. We look forward to hearing from you.

I might say, I think you are doing great work. I would just en-
courage you to keep at it.

STATEMENT OF RICHARD J. GILFILLAN, M.D., DIRECTOR, CEN-
TER FOR MEDICARE AND MEDICAID INNOVATION, CENTERS
FOR MEDICARE AND MEDICAID SERVICES, BALTIMORE, MD

Dr. GILFILLAN. Chairman Baucus, Ranking Member Hatch, com-
mittee members, thank you for the opportunity to discuss the Inno-
vation Center’s progress. I am a family physician by background,
and I practiced in rural Massachusetts and urban New Jersey. Be-
fore joining CMS, I was an executive at the Geisinger Health Sys-
tem in Pennsylvania. While there, I worked with colleagues to de-
velop new primary care and episode-based payment models and
tools for ACO development.

During that experience, I saw how innovative approaches to de-
livering high-quality care at a lower cost can make a real difference
for patients and their families. Marie, a high-risk patient in a med-
ical home program there, had previously been hospitalized fre-
quently. Through that model, Marie gained access to a case man-
ager who helped her better manage her medical conditions and
avoid frequent trips to the ER.

Marie described the program simply by saying, “The idea of the
program is to keep me healthy, keep me out of the hospital, and
keep costs down. I don’t think I would still be here without this
program. It has been my lifeline.”

Care like this is the promise of delivery system reform and the
potential answer to the challenging problems we face in our health
care system. In all of our work at the Center, we are focused on
creating care models that improve outcomes, as this one did for
Marie, because that is the way to make care more affordable and
accessible for all Americans.

We must find new care and payment models that reward and
support providers in delivering high-quality, coordinated, and effi-
cient care, not simply for providing more services. Today, I am
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pleased to report on our progress at the Center for Medicare and
Medicaid Innovation.

Our job is to test new models of care delivery and payment that
reduce costs and improve quality by changing the incentive struc-
ture of our payment systems to emphasize care coordination, im-
proved quality outcomes, and reduced total cost of care.

In short, to accelerate our movement to a health care system
with better outcomes and lower costs, we must accelerate the
movement of CMS, and indirectly other payers, from being fee-for-
service payers to becoming value-based purchasers of health care
through the new models we are testing.

The resources provided in the Affordable Care Act have allowed
us to build on the excellent existing CMS capabilities to test more
models on a larger scale to get more rapid results. Right now we
are working on three dozen models that support 50,000 health care
providers who are serving more than 1 million Medicare, Medicaid,
and CHIP beneficiaries, as well as many private patients. We be-
lieve these models will result in better coordinated care, improved
quality outcomes, and reduced total costs of care.

Examples of these new service and payment models that reward
providers for delivering high-quality, coordinated care and im-
proved outcomes include our Comprehensive Primary Care Initia-
tive, a multi-payer test of care management expenses to primary
care physicians; our Pioneer Accountable Care Organization model,
a multi-payer test also testing advanced Shared Savings incentives
for larger, experienced groups of providers; and our Bundled Pay-
ments for Care Improvement Initiative, which is a model to test
payment of a global episode fee instead of fee-for-service payments
for specific procedures and conditions. Each of these models is di-
rectly supporting the re-designing and the re-engineering of care to
deliver these outcomes.

From our work on these and other models, we have already
learned that providers and other stakeholders are eager to re-
design care and participate in models that reward quality and co-
ordination and decrease costs. States and private payers are com-
mitted to working with us as well.

We also know that there is no one simple solution. We must test
a broad range of models. Of course we are all eager to see the re-
sults of these models, but we need to be realistic. This change is
difficult. Some models will work, and some will not. It will take
time to see the improvements we are after.

We will see signs of change in some metrics early on, but meas-
ures of broader impacts, such as the total cost of care, will take
longer. To get accurate information, we must give each project suf-
ficient time for claims to come in and quality outcomes to emerge.

We are currently analyzing the first year of data from two pri-
mary care projects, the Multi-Payer Advanced Primary Care Prac-
tice and the Federally Qualified Health Center Advanced Primary
Care Practice Demonstration. We will also see first-tier results
from the Pioneer ACO model this summer. We will be able to start
sharing interim results with Congress within the year and start
giving recommendations for payment or care changes within the
next 2 years.
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The good news is that providers are responding positively to the
many portions of the Affordable Care Act that support these efforts
to improve care, such as value-based purchasing. Delivery system
transformation to a more sustainable, higher-quality system is
clearly under way across the Nation, and it is coming from grass-
roots providers in their communities who understand the need, the
imperative, to improve our system.

More than 250 ACOs, including the 32 ACOs in models devel-
oped by the Innovation Center, are now operating in the Medicare
fee-for-service program, serving more than 4 million Medicare
beneficiaries. Early national data is starting to show the effects of
this focus on improving care coordination, improved quality of care,
and the total cost of care.

After more than 5 years of holding steady, the rate of all-cause
hospital readmissions is starting to trend downwards. In addition,
the rate of growth in per capita Medicare spending has been at his-
toric lows for 3 years in a row. We look forward to seeing which
models and demonstrations will provide the results our health care
system and the people we serve need. I am happy to answer your
questions.

The CHAIRMAN. Thank you, Doctor.

4 [The prepared statement of Dr. Gilfillan appears in the appen-
ix.]

The CHAIRMAN. The bottom line is, I think most of us—at least
I am—are concerned about making sure we are getting value for
our buck in terms of the Act, that is, that the Center actually does
produce results. You mentioned that it takes time. That is true, it
does take time.

But at the same time, people, at least in Congress, are going to
be a little bit impatient. They are going to want results that are
quantifiable, demonstrable, that you can identify, put your finger
on, and see, not just grand goals and platitudes. So what can you
tell us? You mentioned you would have some results in a year,
other results in a couple of years.

What can you tell us here that kind of makes us more com-
fortable that we are actually going to get demonstrable results so
this whole effort is worthwhile? It sounded good when we put it to-
gether in the Act, but now we are trying to find out whether in
practice it makes sense. So give us some numbers that make us a
little more comfortable that you can actually get the work done
where these proposals will produce results.

Dr. GILFILLAN. Certainly, Chairman Baucus. We are, as I said,
now looking at some of the first-year results from some of our early
programs in primary care. It takes time for all of these programs
to—number one, programs have to start putting new care models
in place, then they need to start measuring results. We need to see
results over time so that the information we receive and analyze
is complete.

Typically, for models like this, it will take us 12 months of expe-
rience with the new model operating, and then 3 months after that
12-month period to get the claims in-house into the system so we
can analyze them. That is what we are doing right now with the
two models that I mentioned for primary care. We are starting to
see some signs, and I can share with you a couple of data points.
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We want to make sure though that, as we do this analysis, it
produces complete and accurate, dependable information. We can
see now, as we look at data from the State of Vermont, that it ap-
pears that the trend, the rate of increase in cost for the total cost
of care, looks like it is below what was expected. So it does appear
that there is some early evidence of bending the cost trend from
the medical home program that we have there.

In the State of North Carolina, we are seeing some improvement
in the rates of hospitalization, that is, the frequency with which
Medicare beneficiaries are being admitted to the hospital and the
frequency with which they are visiting the emergency room.

These are two types of data that we are looking at very closely
in all of our models: high-level data looking at the total cost of care
and looking at quality measures and outcomes, and then more
granular, more detailed measures of the actual experience, such as
how often people go to the emergency room of the hospital.

We are working hard. In each of our models, we have established
a rapid-cycle evaluation group, Senator, that allows us to watch
these results on a quarterly basis. As they become complete, as we
get that data to a point where we feel it is accurate and complete,
then we will share those results with you.

The CHAIRMAN. I appreciate that. I have another question that
I am curious about. The premise behind the ACA was to move
away from volume-based services, fee-for-service, and push toward
reimbursement based more on quality.

One question is, do you think that, based upon your work, that
premise, that assumption, is still valid, and should we still work
in that direction? The second is, as you, I am sure, know, Time
magazine published an article that is getting a lot of currency. I
read it last weekend.

I am just curious of the degree to which some of these delivery
system reforms and some of your work at the Center can get at
some of the problems pointed out in that article, namely how
charges are based on this Charge Master in hospitals, and how, at
least according to the author, many people are over-paying because
the Charge Master sets rates much higher than the actual costs of
the devices, the Durable Medical Equipment, or whatnot. So the
question is the degree to which your work will get at some of those
problems mentioned in that article.

Dr. GILFILLAN. Thank you for that question, Chairman Baucus.
It was quite an interesting and revealing article that talked about
many of the issues those of us who have been in health care for
a long time have been concerned about.

To your first question, we believe that the underlying ideas in
the Affordable Care Act regarding the need to transition from fee-
for-service-based payment approaches to more value-based pay-
ment approaches is still correct, and I think it has gained greater
acceptance throughout the country. I think what we are seeing is
a real commitment from providers to engage with CMS and with
their private payers to pursue these alternative approaches to re-
imbursement.

The article in Time spoke largely about the effect of charges on
either commercial payers and rates of premium that people end up
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paying through private payers or, even more unfortunately, the im-
pact that they have on individuals who may not have coverage.

I think we are seeing in our models, where we are working close-
ly with other payers, that there is a real opportunity to change the
way private payers are paying providers as well, and some engage-
ment from providers and being willing to engage with them on
that.

So, I would be hopeful that, with the increased coverage that we
are likely to see in 2014, the ability for more people to access nego-
tiated rates that are paid by commercial payers, or the rates paid
by government payers, we will see less impact from charges and we
will see the gradual move on the private sector side from payments
based on charges, such as were referred to in the article, to pay-
ments based on value produced, as you have stated.

The CHAIRMAN. Thank you. My time has expired.

Senator CARPER. Mr. Chairman? Mr. Chairman? I need to go
chair a hearing on Sandy recovery in Homeland Security and Gov-
ernmental Affairs. Could I have just 30 seconds to say something
very briefly?

The CHAIRMAN. Absolutely.

Senator CARPER. Would my colleagues indulge me?

The CHAIRMAN. I am sure they will for 30 seconds.

Senator CARPER. Dr. Gilfillan, thank you so much for assuming
these responsibilities for our country. The work that you are doing,
the work at the Innovation Center, is just so important. It is excit-
ing, it is essential. We are going to be debating in the next 36 to
48 hours how to get better health care results for less money, espe-
cially with respect to Medicare and Medicaid, and what you and
other folks are working on across the country is just critical.

Our neighbor to the north is Pennsylvania. You ran Geisinger up
there. I have been up to visit your facility and was just really im-
pressed with what you are doing there and some of the lessons that
we can learn, so thank you for doing this work.

The chairman is trying to impart a sense of urgency, and that
is a sense of urgency that I think we all share. Thank you.

Dr. GILFILLAN. Thank you, Senator. I think I can say for all of
our team, it is a real honor and a privilege to be involved in the
work here at CMS and throughout the administration and the
health care system to build on the work that was done in the Af-
fordable Care Act.

The CHAIRMAN. Thank you.

Senator Crapo?

Senator CRAPO. Thank you, Mr. Chairman.

Dr. Gilfillan, I appreciate your work and appreciate you being
here. I also appreciate hearing that CMS is taking an innovative
approach to dealing with our Medicare issues. As the chairman ref-
erenced, we regularly are told from many different sources that we
have to get away from focusing on volume and on to focusing on
quality. The problem is, how do we do that? You are here to give
us those answers.

Physicians should be able to manage the care of their bene-
ficiaries in a way that rewards them for quality, which is why I
supported things like—well, various programs that promote flexi-
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bility and quality rewards for health care experts, like the Account-
able Care Organizations.

I was also pleased to see that the dialysis community also ac-
cessed this integrated care program with the new End-Stage Renal
Disease Care Initiative formation. I am told that, under this model,
the dialysis clinics and nephrologists can access more expensive pa-
tients, those with multiple diseases and co-morbidities, and the
care in the Medicare program.

My question is, can you explain to me how these two models, the
Accountable Care Organization on the one hand and the new
ESRD Care Initiative, will work together and how new patients are
attributed to each?

Dr. GILFILLAN. Senator, thank you for that question. Yes, that is
a great question. One of the things that we are working on at CMS
in pursuit of all these models is to build the operational infrastruc-
ture that is needed to operate in this new way, needed to operate
in a value-based world.

This goes right to the heart of that question, and we have built
the operational capacity and ability to distinguish patients who
were aligned with one ACO or one program versus another. It has
been something we have worked hard on over the past 2 years.
There are rules that we will use to decide who the most likely pro-
vider of care to a particular patient is and, as were laid out actu-
ally in the Shared Savings regulations, we look at the experience
of that patient to see who has provided the most care.

In this case, while some patients were aligned with Pioneer
ACOs or Shared Savings ACOs, the vast majority of ESRD pa-
tients, End-Stage Renal Disease patients, were not aligned with
those ACOs. We expect that we will be able to use our computer
systems that we have built to actually identify a distinct set of pa-
tients for the ACOs and a distinct set of patients who will be ob-
taining most of their care from their dialysis provider or their
nephrologist and actually align them appropriately with the pro-
vider of their care.

Senator CRAPO. Thank you. Will the beneficiaries with ESRD be
assigned first to the new ESRD-specific program and then to the
primary care ACOs?

Dr. GILFILLAN. Senator, they will not be. They will not be as-
signed to two of the programs; they will only be assigned to one.
Those who are assigned already to the Pioneer or Shared Savings
ACOs will remain with those. Those who will be aligned through
our analysis with the dialysis provider will be assigned there and
will not be eligible for assignment into ACOs.

Senator CRAPO. All right. Thank you.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator.

Senator Isakson?

Senator ISAKSON. Thank you, Mr. Chairman.

Thank you for your work, Dr. Gilfillan. I appreciate it very much.
I have a question that actually popped into my head while you
were talking. I am one who talks about fee-for-service all the time,
and I commend the movement away from that and the movement
towards reimbursement based on quality. But it seems to me, in
the debate on the Accountable Care Organizations and in some de-
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cisions that have been made by CMS, there has been a total move
away from home health care to drive people more to hospitals than
home health care services.

I represent a State that has a major metropolitan area, Atlanta,
but we also have a huge rural area where there is not a physician
in the county, much less a hospital. Home health care, particularly
for the elderly, but in long-term recovery, is a better environment
and a less expensive environment for a patient to be healed in than
a hospital is. Have you all done any analysis of some of the deci-
sions that have been made to drive the reimbursement rates on
fee-for-service for home health care way down to move people into
hospitals, which are far more expensive?

Dr. GILFILLAN. Senator Isakson, thank you for that question. We
could not agree more with you that it is always better for a patient
to obtain care in the least restrictive, least clinical, intense setting
as possible. So, whenever care can be provided in a home, we think
that is a good thing to do, assuming it can be done safely and effec-
tively.

We have established some models that emphasize more, we
think, home care, certainly our ACO programs, our Comprehensive
Primary Care Initiatives. All of our primary care initiatives are
very much oriented to using home care services as much as pos-
sible, avoiding unnecessary hospital services, so there is great in-
centive to do that.

We also, in our Bundled Payments for Care Improvement Initia-
tive, through the use of episode-based payments, have created con-
ditions in which hospitals, other providers working closely with
home care providers, and other post-acute providers, can design
care in a way that is most effective and delivers the best outcomes.
So we think, more and more, we will see services provided in the
home as a result of the models that we are testing.

Senator ISAKSON. Well, I am glad to hear you say that, because
I have had a personal experience with one of my children many
years ago where they were recovering over an extensive period of
time, and the home health care, from the standpoint of the mental
health of the patient, is far superior to long-term hospitalization in
many recoveries.

I think there are some people—some people; I am not speaking
about you—who are driving people away from home health care
and into hospitalization, which is less good for the patient’s mental
health and much more expensive in terms of reimbursement. So,
thank you for that answer.

The second question. Ten billion dollars is a lot of money. That
is your authorization over a decade. Last November, GAO reported
that several programs funded through CMMI were potentially du-
plicative or overlapping with other initiatives that CMS is cur-
rently undertaking. What specific steps are you taking to ensure
that work is coordinated and that duplication does not take place?

Dr. GILFILLAN. Thank you, Senator. The GAO report did speak
to, I think, three areas where there may have been duplication, or
they thought that it was possible. They identified the specific ac-
tivities that we had put in place to ensure that there was coordina-
tion, and they ranged from daily interactions with the Innovation
Center team, with the Centers for Medicare and Medicaid Services,
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and with the Center for Clinical Quality Standards. So we are
working throughout CMS to ensure that we coordinate well. The
other area that was identified in the GAO report was the potential
overlap with activities of the Quality Improvement Organizations,
the QIO program. We have reviewed all of the potential overlap sit-
uations between our QIOs and the hospital engagement networks
from our Partnership for Patients Program.

We have created plans for any hospital where both organizations
could potentially overlap so that they are coordinating and ensur-
ing that there is no duplication of services or payments. So it is
something we pay attention to regularly. We meet at the highest
levels of CMS to review potential duplication and avoid that and
ensure that the programs are synergistic and complementary.

Senator ISAKSON. Well, that is very important. Quite frankly,
Congress is guilty of the same type thing. We have far too many
duplicative appropriations in different departments where we could
find a lot of savings if we would take time to look, so I am glad
you paid attention to that report and are taking a look at it. Thank
you for your service.

Dr. GILFILLAN. Thank you, Senator.

Senator ISAKSON. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator.

Senator Grassley, you are next.

Senator GRASSLEY. Thank you very much.

1I am sorry I did not hear your testimony. I had to be at another
place.

I have a question about the GAO’s November report raising ques-
tions about CMMI activity overlapping with the CMS offices. Spe-
cifically, the GAO identified three key examples of overlap between
the 17 Innovation Center models and the efforts of other CMS of-
fices. CMS’s response to this overlap was calling the work com-
plementary to each other. At the same time, CMMI has a des-
ignated funding stream of $10 billion between 2010 and 2019.

So, as everyone is acutely aware, we are in the middle of seques-
tration. Agencies have been told to scale back and be smarter with
the dollars. So my first question to you is, do you think it is appro-
priate for CMMI to be operating models that clearly overlap with
existing programs at CMS, and was there a good policy reason for
choosing models that overlapped so closely with existing CMS ini-
tiatives?

Dr. GILFILLAN. Thank you, Senator Grassley. The GAO report
identified those three areas to include ACO activity, possible over-
laps with Medicaid activities, and possible overlap between the
Quality Improvement Organizations and the Partnership for Pa-
tients’ Hospital Engagement Networks.

As they pointed out in the report, we have established mecha-
nisms to ensure that there is not duplication in each of those pro-
grams. We did improve the coordination and address the specifics
of overlap in the QIO and Partnership for Patients programs, and
completed the work that they suggested in December.

One of the things we have learned, Senator—and we have heard
loud and clear from stakeholders around the country—is that not
one model works for everyone, that there are provider organiza-
tions that are experienced in delivering more coordinated care, hav-
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ing done it for years in Medicare Advantage programs, and they
were interested in having a more advanced program. The Pioneer
program was the result of that.

We had people from around the country come to us in the ear-
liest days of the Innovation Center, asking for a more advanced,
higher opportunity program for ACOs. So we developed that pro-
gram specifically for that segment of the delivery system that was
more advanced and was requesting it.

Similarly, we had heard input from other physicians in rural
communities about their concerns about being able to participate in
the Shared Savings Accountable Care Organization program, be-
cause they were concerned they did not have sufficient capital to
make the investments.

So we established the Advanced Payment ACO program, which
supports small physician Accountable Care Organizations and Ac-
countable Care Organizations from rural communities. As a result
of those activities, we ended up with 40 Advanced Payment ACOs,
seven of which are actually from rural communities and 33 that
are physician-based Accountable Care Organizations.

So, Senator, we think there is good reason for developing pro-
grams that sound initially like they might be overlapping or dupli-
cative but really represent the attempt to mix or match the rich-
ness, the diversity of the delivery system, and the requests we have
had from stakeholders to create paths to this new care model for
all different types of providers.

Senator GRASSLEY. All right. Well, put me down for being a little
cynical about it. I think that you have answered in good faith, so
I do not question your intent. But, in 3 to 5 years, when you might
be called back here to testify during an evaluation phase, are you
comfortable that you will be able to justify that those $10 billion
were spent in truly separable projects, because that is going to be
a lot of taxpayers’ money that we are wagering?

Dr. GILFILLAN. Senator, we take financial accountability very se-
riously. I spent a career in the private sector, where I learned how
important it is to be accountable for, and responsible in, the han-
dling of financial resources.

We appreciate the resources we have. We know there is a great
deal of work to be done. We think every day about what the ulti-
mate return on the investments will be, and we are confident that
we will come back to you at some future time and be able to dem-
onstrate that to you.

Senator GRASSLEY. All right. Thank you.

Senator Roberts, you are next. The chairman just handed me the
gavel, and I am going to give it to you, because I have to go to the
Judiciary.

Senator ROBERTS. That is a very dangerous proposition. [Laugh-
ter.]

Senator GRASSLEY. Yes. Do not abuse the privilege.

Senator ROBERTS. I could ask unanimous consent and then say
“without objection.” [Laughter.]

I hate to tell you this, but you may not have a job, just repeal
and—never mind. [Laughter.]

We will go on from there. You will note that they really did not
hand me the gavel.
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Thank you very much for coming and taking time out of your
schedule to come up. I do not think it comes as any surprise to any-
body on the committee, and perhaps you, that I have some strong
concerns with many of the provisions of the Affordable Health Care
Act, what some call AHA or PPACA, or whatever way you want to
describe it, most especially, those provisions that I believe gave the
Department, and more especially CMS, authority—as I have deter-
mined in talking to many of my providers out in the rural health
care delivery system, both in Kansas and all across the country—
to ration care. Now, those are their words, not mine, but I think
they are mine as well after listening to many of their concerns.

You stated in your testimony that Congress provided the Sec-
retary with the authority to expand the scope and duration of a
model being tested through rulemaking, including—and this is very
important—the option of expanding on a nationwide basis.

I do not think I would have ever been comfortable with this, and
we did not get an opportunity at the time, although we had many
hearings in the HELP Committee and here in this committee, but
the final product, we did not have much access to, so I could not
offer an amendment.

But I have talked about this a lot on the floor of the Senate and
every chance that I get, but I do not think I would have been very
comfortable with allowing officials who are not elected the ability
to bypass the Congress to implement policies that could impact
Americans in every State, every region of the United States. But
I can tell you that I have become even more alarmed watching the
implementation.

Right off the bat, the Department and CMS began implementing
the major portions through IFRs, interim final rules. I have a big
problem with this in regards to—I remember the days when CMS
actually went out and asked people if in fact a regulation made
sense, if in fact it could be tweaked, changed, or many different
kinds of suggestions. If enough people really complained about it
during a 90-day period, 60-day period, there would be an additional
60 days. Well, you gave 30 days.

Basically, the stakeholders do not really have an opportunity to
weigh in. We have seen regulations, even economically significant
regulations—and that is a term that is hard to really define—im-
plemented with, I think, little or no quantitative cost/benefit anal-
ys(iis, despite the fact that it is required by the President’s executive
order.

Then—and this is the one that has really got me riled most re-
cently—regulations are being implemented with what we call sub-
regulatory guidances. This was a problem for me in that I had a
heck of a time trying to remember that sub-regulatory guidance is
just the name of it to begin with, but we are talking about such
things as FAQs—FAQs is Frequently Asked Questions—and then
bulletins, then postings to the website, then guidances.

Now, aside from the fact that stakeholders can barely keep up
with all the regulations now coming out of CMS, we cannot even
guarantee that these folks know about sub-regulatory guidances,
because no one ever let them know. I am talking about everybody
within the provider system who is involved with Medicare pay-
ments.
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Then, when actually implementing the regulations through no-
tice and comment, the Department is giving stakeholders a min-
imum amount of time, 30 days, to review hundreds of pages of reg-
ulations, sometimes with multiple regulations being issued in the
same day.

Throw in the holidays, and you have a perfect recipe to assure
stakeholders will not be able to engage constructively, if at all. I
do not know how many hospital administrators—or for that matter
doctors, nurses, whatever—are overwhelmed with the regulatory
situation. They just do not have time to pay attention to sub-
regulatory guidance. They do not even know it is there to begin
with.

Then you are going to have to have somebody whom they hire—
I think it is a new growth industry: regulatory overkill 101, 102,
103—but our universities and others in the private sector just can-
not really have people available to do that. There are not that
many people to help out. Do not tell me to call a 1-800 number
that does not answer or where somebody does not have the answer.

Some representatives from the administration have come before
this committee, and I thank them for this. They have suggested
that 60 days is a more appropriate time frame in regards to sub-
regulatory guidance, again, if they even have the ability to know
what that is.

I would tell my distinguished friend and colleague and the rank-
ing member that I am over my time 10 seconds, but I am on a roll,
so I am going to keep going, if you do not mind.

Senator HATCH [presiding]. Keep rolling if you want to.

Senator ROBERTS. All right. Thank you.

I ask unanimous consent to proceed for another 5 minutes, if I
might.

Senator HATCH. Without objection.

Senator ROBERTS. And I know that I want to give the good doctor
an opportunity to respond.

I think this attempt to circumvent the traditional regulatory
process—again, what CMS used to do, not what they do now be-
cause there is an agenda out there with all the regulations—I know
that there is a time frame here that the administration wants to
follow, but you cannot just leave the entire health care delivery
system behind in a fog of regulations.

At any rate, this becomes especially alarming when coupled with
new authorities to allow CMS to expand the policies nationwide
without accountability through any congressional review, which is
what we are having today. I think there is a big storm coming. I
am concerned, because whatever chance we have for this to really
succeed, I think, is being endangered by a storm of regulatory over-
kill. T call it a Katrina of regulations; perhaps that is an overstate-
ment.

The traditional regulatory process, as described in both statute
and executive order, calls for notice, it calls for comment, it calls
for review, and it calls for consideration of comments, and the
issuing then of a final rule.

Again, I do not think I will ever be comfortable with the way this
was done, but here is my question, finally, after this speech, or
rant, or whatever you want to call it. Can you assure me today that
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any policies CMMI expands, especially those that go nationwide,
will be done through the traditional rulemaking process, including
the notice, 60-day comment period, review and consideration of
comments, clear and quantitative cost/benefit analysis, and issu-
ance then of a final rule? I suppose you could say “yes” and that
would be the end of it, but would you please comment?

Dr. GILFILLAN. Senator, as you point out, the Affordable Care
Act, section 3021, does speak to the potential for the Secretary ex-
panding the scope or duration of a particular model even to a na-
tional level, assuming that we can demonstrate to the satisfaction
of the actuaries at CMS that there are cost savings, or at least the
same costs and quality getting better and quality always being bet-
ter—the same, or better. So there is that provision, and it is stated
through regulations.

We have not gotten to that point at this time. We have not
issued any regulations. I understand and hear your concerns about
regulations. We have not confronted that, but our expectation is
that we would follow the usual regulatory pathways and all of their
levels, but we have not gotten to that point with any of our models
at this point.

I would say that——

Senator ROBERTS. But you intend to do that, of course?

Dr. GILFILLAN. We certainly are expecting to find models that are
successful that we would like to expand the duration and the scope
of, and ideally some of them nationally, as we demonstrate the re-
sults of these different models. I would say that we have not been
involved in regulation other than in the regulations for the Medi-
care Shared Savings Program for Accountable Care Organizations.
That was, I think, a remarkable example of how we put an ini-
tial

Senator ROBERTS. All right. Now, I am going to do something I
do not like to do, and I do not want to interrupt you, but you men-
tioned it, and that gets to my next question. And I am still over
time. Again, I will ask for another 5 minutes if I have to.

But the Advanced Payment ACOs, that is what you are talking
about, the Accountable Care Organizations. One question is, what
percentage of these are rural? My answer to that is, I have heard
back from many rural providers that, due to the structural limita-
tions of the ACOs, it is difficult, if not impossible, for a rural com-
munity or provider to initiate an ACO.

We just do not have the doctors, we do not have the profes-
sionals. Many times you have to drive 60 miles, 120 miles, what-
ever, to see a doctor or a nurse clinician, and maybe there is only
one doctor. That doctor may circulate around in many different
hospitals. We do have regional centers that provide very good care.

But can you speak to how many rural providers have initiated
ACOs versus any participation in an ACO initiated by a health sys-
tem for a more urban community? I think there is a tremendous
bias here to have ACOs succeed in urban settings, but the criteria
for the rural providers I think are such that it just does not match
up.
Dr. GILFILLAN. Certainly, Senator, that is an excellent question,
confronting the real challenges that we know providers in rural
communities face. That is why, for our Pioneer ACO model, we cre-
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ated a specific set of criteria for rural entities to participate, and
it resulted in us having a rural ACO in Ft. Dodge, IA, at Trinity
Health.

In our Advanced Payment program, we put additional funding in
place for rural providers for small physician organizations or for
hospitals in rural areas who lacked capital to become Accountable
Care Organizations. We have seven of our 40 Advanced Payment
Accountable Care Organizations that are from rural areas. One of
them includes a hospital, but the others are physician-based.

We have also worked hard across our other activities to ensure
that we get good representation and good opportunities for rural
providers, Senator. About 16 percent of our health care innovation
awards are specifically for providers, rural providers, and are get-
ting at some of those difficulties you have mentioned.

Senator ROBERTS. All right. I am out of time, and I am taking
way too much time, and I apologize to my colleagues. I am going
to ask one more question if I might, and I apologize to Senator
Casey and to the ranking member.

You addressed efforts to reduce inappropriate hospital admis-
sions. Now, I do not know of anybody on the committee or anybody
anywhere who is supportive of continuing to allow for inappro-
priate hospital readmissions, and I know that you have done a lot
of work for CMS, HHS, and have certainly done a lot of work to
cut down on hospital readmissions. It comes under the heading of
cost savings and even fraud and abuse prevention.

However, can you speak to me about what work is being done to
look into the unintended consequences of these policies? Specifi-
cally, I am referring to anecdotal examples I am being given that
make this a real problem in rural areas with patients who need to
be readmitted but are not because of this policy.

In rural areas, there is no other place to go. I know of a par-
ticular case of a very good friend of mine—and I am not going to
mention the hospital or the area—but whose mother was in her 90s
and had a sprained ankle. She went in to see the doctor and went
out to the parking lot and had apparently, later, as we have deter-
mined, a stroke, but she could not get readmitted back in the hos-
pital except to the emergency room.

The person there who gave the treatment indicated she was fine
and went home. It was obvious that her son knew something was
terribly wrong but could not get her readmitted back into the hos-
pital. Now, I am not going to go into the details of what happened
later, but unfortunately she died.

Now, that is just one anecdotal example that I am personally
aware of and was involved with, and I could not believe it. In talk-
ing to the hospital administrator, he said, well, this is what we are
operating under. Now, that is a problem. I hope—I hope—that that
is not a common theme, but I think you have to really take a look
at the rural areas and hospital admissions. Have you done that on
the other side of it? You always wonder what lurks under the ban-
ner of reform and what you are trying to do, and the real world
out there is something entirely different if we are not careful.

Dr. GILFILLAN. Thank you, Senator. We would be happy to work
with your folks and with CMS to look into any specific concerns
you have, certainly, but we know we have to ultimately—every hos-
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pital, every doctor makes decisions about the right way to care for
a patient, and there is nothing in the Affordable Care Act that says
that people cannot do things, it just asks them to exercise judg-
ment about whether the patients need to be in the hospital or can
be cared for at home or in other settings.

So we will monitor patient satisfaction rates, patient concerns,
hospital complications. The whole intent of value-based purchasing,
of course, is to look at the combination of quality of care outcomes,
whether they be for admissions to the hospital or readmissions to
the hospital.

Senator ROBERTS. So you are going to take a look at the readmis-
sion policy and look at the law of unintended consequences and
what really happens out in a rural health care delivery system, and
that that hospital administrator who tells me that, well, it says
right here under subsection C, paragraph 2, I am sorry, I cannot
do this. Something is wrong here somewhere. There is a disconnect.

Dr. GILFILLAN. Senator, we would be happy to follow up on that
directly.

Senator ROBERTS. I do not mean to target anybody individually.
The last thing they want is for me to call them and say, guess
what, I am going to have CMS or you folks give them a call and
figure out what is wrong. They do not want to do that. I mean, no-
body wants to get into that kind of situation.

To my distinguished ranking member and Senator Casey, I
apologize for taking so much time, but these are concerns that are
very real, and I appreciate the doctor answering to the best of his
ability. Thank you, sir.

Senator HATCH. Well, thank you, Senator.

Senator Casey, I have not made my opening statement. I will
make that and I will hold my questions, and then I will turn to
you. Is that all right?

Senator CASEY. Yes.

Senator HATCH. All right.

OPENING STATEMENT OF HON. ORRIN G. HATCH,
A U.S. SENATOR FROM UTAH

Senator HATCH. I want to thank Senator Baucus for convening
this timely and much-needed hearing this morning. It is no secret
that for many reasons—and we want to welcome you, Dr. Gilfillan,
and appreciate you being here—I did not support the President’s
health reform bill.

Despite my long-term interest in reforming our Nation’s health
care delivery system to reduce costs and of course improve quality,
I was concerned with the creation of a new bureaucracy known as
the Center for Medicare and Medicaid Innovation, CMMI, and giv-
ing them $10 billion in taxpayer funds with no strings attached.

We have now held two hearings in the committee where we have
heard from the public and private sectors about interesting ways
they are working to improve the delivery of care. I for one wholly
support the private sector, working among payers, providers, and
patients, to come up with solutions that best fit their communities
in order to achieve more efficient and higher quality results.

I have heard repeatedly from my Democratic colleagues that
CMMI is tasked with letting “a thousand flowers bloom.” What I
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really wonder is if this is simply a euphemism for “barely con-
trolled chaos.” Dr. Gilfillan, I do not envy you your job. The admin-
istration expects you and your staff to overhaul the way health
care is delivered in this country and to do it quickly so that people
begin to believe their claims that Obamacare will save money.

I will make a prediction: come the first part of next year, this is
going to be utter chaos, and people are going to realize what a trag-
ic mess we are in because of Obamacare. However, despite the
claims that Obamacare will save money, I am quite confident that
Obamacare will only increase the costs of health care in this coun-
try.

I believe the evidence overwhelmingly supports my position, and
we will all find out at the beginning of next year when all of these
things trigger, including 20,000 pages of regulations.

With that said, I do think there is merit to trying to change the
delivery of care and to focus on greater coordination of care, reduc-
ing hospital admissions, and providing better outcomes to patients.
I am concerned, though, that there is confusion and a clear lack of
focus at CMMI.

The Government Accountability Office, GAO, reported in Novem-
ber of last year that, while you have taken steps to coordinate with
other offices at CMS, more work needs to be done to make coordi-
nation more systemic. It seems to me that CMMI would function
best if it would pick a few initiatives, such as Accountable Care Or-
ganizations or Bundled Payments and really devote the time to
those initiatives to make sure they actually work and have the in-
tended consequences of lowering costs and increasing quality and
efficiency.

Instead, I hate to say this, but I fear that you are trying to do
too much at one time. Coordination among initiatives that have
similar goals is something the GAO has highlighted as a concern.
For example, the Innovation Center’s Partnership for Patients
model and CMS’s Quality Improvement Program have a similar
goal: to reduce the rate of preventable hospital-acquired conditions
and 30-day hospital readmissions. Both models contract with orga-
nizations to disseminate interventions to hospitals and perform vir-
tually identical functions. That sounds like something that could be
consolidated.

I hope that CMMI takes the time to really study the impact of
initiatives, both while they are going on and at the end of dem-
onstrations, so we know if they work and how well they work be-
fore the initiatives are offered to more providers and patients.

Since the GAO report indicated that, in most cases, it would be
3 to 5 years before CMMI and the taxpayers know if these initia-
tives achieved their anticipated savings, it is critical that they be
reviewed to determine whether they meet their stated goals. As
you know, in the past, the Congressional Budget Office has shown
us that most demonstrations do not actually save the taxpayers
any money.

Finally, I wanted to raise concerns about the number of high-
salary staff who are employed by CMMI. In addition to spending
billions on the CMMI projects, GAO noted that nearly half of the
184-plus members of the CMMI staff are paid at the highest levels
of the Federal pay scale, which stands in stark contrast to other
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areas within CMS. I have also heard that CMMI staffers have
state-of-the-art workspaces, including very expensive treadmill
desks.

In a post-sequester world where White House tours are being
canceled and Easter egg hunts are being threatened, you can imag-
ine why the American people would take a very cynical view about
Federal employees being furnished with $1,000 treadmill desks.

The Federal Government absolutely cannot afford to pour money
into things that do not work. Our priority must be very clear. We
need to make government as efficient as possible, and we do not
need bloated bureaucracies, we do not need duplication of efforts,
anctli we do not need an increased morass of regulations and plati-
tudes.

We do not need taxpayer dollars being spent so that staff can
work at treadmill desks. What we do need is a clear strategic plan
to improve quality and reduce costs. We need specific goals with
specific direction to achieve those goals. We need the right people
with expertise in these areas to develop targeted approaches that
can be tried quickly, studied, and assessed for measures of success.

Now, Dr. Gilfillan, you know that last year I sent you a letter
asking for an accounting of what your office has been working on,
how much money has been spent and, more importantly, how that
money was spent. It took you more than 6 months to reply to my
request. Now, let me repeat that again: 6 months. That is, to me,
entirely unacceptable. I hope I will have your commitment today
that that type of behavior will not be repeated, and all members
of this committee will be given timely and complete responses. I
viflou!?d hope that you would do that. Can I get a commitment on
that?

Dr. GILFILLAN. Senator, we deeply regret the length of time it
took to respond to your letter. It was the first such letter we re-
ceived. It took us time to develop what we felt was an adequately
comprehensive report addressing your questions. It certainly is our
intent to be much more

Senator HATCH. Then call me and say, “Look, we need a little
more time here; we will be happy to give you a step-by-step ap-
proach in accordance with what we have worked on.” But do not
let us sit there for 6 months without having a response. We are
getting too much of that in this administration, where they just ig-
nore what people up here ask them to give. It is too pervasive in
this administration, and we have to stop that or there is going to
be just unholy war up here.

Well, as you can see, I have a number of concerns that I do not
have time enough to go into right now, but I do want to thank the
chairman for convening this hearing.

4 [The prepared statement of Senator Hatch appears in the appen-
ix.]

Senator HATCH. Let me turn to Senator Casey at this point.

Senator CASEY. I want to thank the ranking member. Doctor, I
appreciate you being here, for your testimony and for your service.
I know you have fond memories of Pennsylvania, and we appre-
ciate your work that you did in our State.

Doctor, I want to ask you one question that relates to the work
that has been done to date—with regard to the work of the Innova-
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tion Center. I know a lot of the focus, attention, and work has been
on payment or delivery system reforms as it relates to Medicare
and Medicaid, and appropriately so. We need to find more and bet-
ter ways to deliver good care, good quality care, and also save
money.

My concern, though, is, I am not sure we are doing enough in
terms of using those same approaches or strategies as it relates to
children. I guess the basic question I would have is, can we, or how
can we, and how does CMMI plan to invest in strategies for chil-
dren that we can prove over time will result in better outcomes,
and especially with regard to children that have the kind of com-
plex medical needs.

You have heard the child advocates often say that, when it comes
to children’s health insurance—and you know this better than I do
as a medical doctor and a practitioner—children are not small
adults, and you cannot just impose health care strategies or ap-
proaches on them that you would on an adult. So, can you talk a
little bit about that and whether or not there might be more oppor-
tunities to focus those same reforms on children?

Dr. GILFILLAN. Certainly, Senator. Thank you for that question.
We are working closely with our colleagues at the Centers for Med-
icaid and CHIP Services on a variety of programs intended to im-
prove care for all Medicaid and CHIP beneficiaries, and of course
most particularly focusing on issues that affect children.

One of those programs, of course, is the Strong Start initiative,
where we are working hard with the private sector, the March of
Dimes, the American Congress of Obstetricians and Gynecologists,
to find new ways to deliver prenatal care to give kids the best
start, to get them off on the right foot by decreasing the incidences
of prematurity. So, from a program standpoint, that program is cer-
tainly well-focused on children at the very beginning.

In our health care innovation awards, we have a number of
projects focused directly on the needs of children, specifically the
children with complex needs. We have, I believe, four different
models actually looking at systems of care intended to address the
needs of those patients. We have a program in Cleveland, a pro-
gram in Akron, a program in Texas, and a program in North Caro-
lina focused directly on that population and investigating new sys-
tems.

Now, these are innovation awards, small programs. We are
learning a lot. We have the option as we learn to expand them,
make them broader model tests, and we have met with the stake-
holders from the Pediatric Hospital Association several times to
talk about that. We are also focused on what is probably the most
significant health problem, chronic health problem, for children in
the treatment of asthma.

We have a number of initiatives that we are working on, again,
in the health care innovation award space, to look at new ways of
treating children with asthma to decrease exacerbations or com-
plications and limit or decrease the frequency that they have to go
to the emergency room.

Then we are working with States through our State Innovation
Model, where we are asking them to work with us, work with the
Centers for Medicaid and CHIP Services, work with the Innovation
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Center, to design programs that will improve care for all of their
populations, and these will include the pediatric populations as
well.

So it is an important area. We are committed to working through
it, to learning from the initial models, and looking for broader op-
portunities, Senator, to test in a more broad-based way new care
systems for children across the country.

Senator CASEY. And I appreciate that. I am glad you mentioned
Strong Start, because I was noting in your testimony at page 7 the
description, and quoting the second sentence of that section in your
testimony, “The first is a public/private partnership, an awareness
campaign to reduce the rate of early elective delivery prior to 39
weeks for all populations.” You then go on and talk about, “It is
a persistent problem.” You highlight the Strong Start awards, 27
of them most recently, and two of them, by the way, in Pennsyl-
vania. We are happy whenever that occurs.

But what are you seeing with regard to the larger challenge of
making sure that we are learning through these programs to de-
liver care better? I know it is early, but have any conclusions as
to that been yielded from Strong Start?

Dr. GILFILLAN. Well, yes, Senator. The Strong Start strategy is
one we have been working on for almost a year now. This is an ini-
tiative to work across the delivery system with private sector col-
leagues, the March of Dimes, the American Congress of OB-GYNs,
and other private sector interested parties, to help support the en-
actment of policies across hospitals that are consistent with what
the American Congress of Obstetricians and Gynecologists has ad-
vocated for 20 years. That is, that there should not be elective de-
liveries performed prior to 39 weeks gestation.

Now what that means, elective deliveries mean, is there is no
medical reason for doing it, so it may be done for the convenience
of the practice, the physician. At times people have said patients
are interested, moms are interested in having early elective deliv-
eries.

What we have learned is that, while people think the baby may
be at-term, the reality is there is a great deal of development that
goes on between 37 and 39 weeks, so it is important. About 8 per-
cent of the time, babies who are delivered at that time actually end
up being admitted to the NICU, the Neonatal Intensive Care Unit,
for complications.

Senator CASEY. Before 39 weeks?

Dr. GILFILLAN. Before 39 weeks, even though people think it is
at-term. So the experts have long supported avoiding doing that
and not delivering babies early like that. So, through the Partner-
ship for Patients, we have engaged their hospital network to talk
with hospitals about putting policies in place that prevent that
from happening, and we have seen remarkable improvement in the
hospitals that are doing that.

Some hospitals had already started doing that themselves, but
many—the vast majority of hospitals around the country—had not
put a policy like that in place. Through our private/public partner-
ship with the March of Dimes, the American Congress of Obstetri-
cians and Gynecologists, hospital associations, and through the re-
lationships we have in our Partnership for Patients, we have been
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really, I think, able to raise the consciousness, the awareness of
this problem nationally, and we are seeing major changes across
health systems, across State hospital associations, in hospitals put-
ting that in place.

What happens very dramatically is, we see early elective deliv-
eries going from a rate that could be as high as 15, and in some
cases over 20 percent, going down to 2, 3, or 4 percent with better
outcomes, because babies are not being admitted to the Neonatal
Intensive Care Unit. We think, but we do not have definite evi-
dence of this, we are beginning to see a decreased frequency in use
of Neonatal Intensive Care Units as a result of this. More to come
on that as that information and data become more complete and
mature.

Senator CASEY. Thanks very much. I now owe the ranking mem-
ber 3 minutes and 47 seconds.

Senator HATCH. Well, I was happy to give that to you, especially
after giving the distinguished Senator from Kansas 10 minutes.
And, we were interested in your questions besides.

Senator Thune, you will be our last questioner.

Senator THUNE. Thank you, Mr. Chairman.

Dr. Gilfillan, thank you for being here today. On page 31 of the
November 2012 GAO report on the early implementation efforts of
the CMS Center for Innovation, GAO talked about how a cen-
tralization database would hep the Innovation Center make coordi-
nation of the new models more systematic.

One of the biggest goals of such a database would be to prevent
duplicative payments to providers that participate in CMS efforts
involving incentive payments for meeting quality and cost meas-
ures. At the time, CMS officials said that such a database would
ensure that beneficiaries are not counted twice for the purposes of
calculating incentive payments and that the database would be
fully functional in September of 2012. Is that database operational?

Dr. GILFILLAN. Yes, Senator, it is operational.

Senator THUNE. And can you explain what happens when the
database discovers a beneficiary is being counted twice?

Dr. GILFILLAN. Certainly, Senator. That is a great question. It
goes to how we have had to build new operating capabilities within
CMS to track patients in the different initiatives that we have, not
just within the Innovation Center, but across CMS and the Shared
Savings Program as well.

So we had to build the capability for our information systems to
only align a patient once with any of these programs, and that is
exactly what the system does. We have a series of dates where dif-
ferent programs present their physicians to the IS folks. They run
the data through this database.

They look at all the visits a patient has had to a particular pro-
vider, and, as a result of that, they align a patient with only one
set of providers so that we do not have any duplication. So that
system has been operating now since last year. It is refined and
continually upgraded, and it becomes faster to operate, frankly, as
they refine it. But it is operating and producing the result that we
were after: namely, avoiding duplicated payments for patients.

Senator THUNE. Thank you.
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My understanding is that, in mid-2012, CMMI had started to
work on 17 new models designed to test different approaches to
health care delivery and payment in Medicare and Medicaid, and
it has assumed responsibility for another 20 demonstration pro-
grams that were already in progress when the Center was created.
GAO’s report, again, from November of 2012, provided some valu-
able insight into how those 17 new models were functioning. Since
the GAO report, has CMMI initiated any new models?

Dr. GILFILLAN. Since the final report, we have announced award-
ees for our Strong Start program, and we have announced our up-
coming comprehensive End-Stage Renal Disease program that we
are just in the solicitation phase for right now.

We also have announced awardees for our State Innovation
Model program and have identified six States that are testing their
innovation plan, and another 19 States that are testing or have re-
ceived grants, awards, to do design work. I think those are the
major additions we have had since then.

Senator THUNE. What was the review process for those models?

Dr. GILFILLAN. Sure. Well, we follow the standard CMS review
processes for consideration of applications, and we convene typi-
cally panels of reviewers to look at applications to rate them ac-
cording to the criteria that we have. Then we go through a stand-
ard review and approval process that is consistent with the overall
grant and corporate agreement-making policy of CMS.

Senator THUNE. And is that process that you just described any
different from the process that was noted in the GAO report?

Dr. GILFILLAN. No, I do not believe it is, Senator. We followed the
standard grant-making and corporate agreement-making processes
that other Federal agencies follow. So I would have to go back and
look at the exact language, but I do not think it is different.

Senator THUNE. If it is not, if the review process has not changed
from what was noted in their report, how then can you be sure that
you do not end up repeating the same mistakes that were noted in
their report, in the GAO report?

Dr. GILFILLAN. Well, Senator, we have continually improved our
approach. We are exquisitely conscious of potential duplication in
all of our models. We are working carefully to coordinate across
CMS and across the Innovation Center with different models. I
think we have been very conscious of the importance of avoiding
overlap where there is no added advantage to starting another pro-
gram.

Senator THUNE. All right. My time is up, Mr. Chairman. Thank
you.

Senator HATCH. Well, thank you.

Dr. GILFILLAN. Thank you, sir.

Senator HATCH. Dr. Gilfillan, we appreciate you taking the time
to be with us, and we look forward to working with you in the fu-
ture. Hopefully, we can get some of these conflicts resolved. But
thank you for being here.

With that, we will recess until further notice.

Dr. GILFILLAN. Thank you very much, Senator Hatch.

[Whereupon, at 10:49 a.m., the hearing was concluded.]
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ADDITIONAL MATERIAL SUBMITTED FOR THE RECORD

Hearing Statement of Senator Max Baucus (D-Mont.)
Regarding the Center for Medicare and Medicaid Innovation and Improving
America’s Health Care System

The great American inventor, Thomas Edison, often liked to challenge his colleagues saying, "There's a
way to do it better—find it."

Edison always looked to inspire fresh ideas to overcome any challenge.

Today, we are in need of new and innovative ideas for America’s health care system. We know there’s a
better way to deliver quality health care and to lower costs. We created the Center for Medicare and
Medicaid Innovation to find it.

Known simply as the Innovation Center, the Affordable Care Act established the national facility to inject
government health care programs with some of the flexibility and creativity the private séctor enjoys.

The center comes with a simple mission: lower costs, and improve quality. It does so by testing new
payment incentives and employing creative methods of delivering care. If the center develops a
successful idea, Medicare and Medicaid work to quickly replicate it nationwide. If an idea is not
successful, they go back to the drawing board and develop something different.

In just a short time, the Innovation Center has produced real results. According to the Congressional
Budget Office, the investments in the innovation Center are expected to generate a 13 percent return
through 2019. And in the decade after, the center is expected to save taxpayers tens of billions of
dollars.

The Innovation Center is already testing many promising ideas. These include Pioneer Accountable Care
Organizations, groups of doctors across the United States who work together and coordinate their care
to reduce costs. From Minneapolis to Maine and Nevada to New York, these doctors are sharing lessons
learned and best practices in an effort to provide better patient care. This is just one of the more than
30 new programs the Innovation Center has already introduced, impacting the lives of 5 million
beneficiaries across all 50 states.

Health reform included specific ideas for the innovation Center to test. But we also knew that tapping

into Americans’ ingenuity and entrepreneurship could lead to groundbreaking ideas on how to improve
the health care delivery system.

(23)
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So we told the center to ask Americans for their ideas on how to improve the quality of care without
increasing costs. And as an incentive, the center would provide grants to test the most promising
models.

One company that answered the call is the online clinic Health Link Now. Recognizing the challenges
rural communities face accessing mental health care, Health Link Now will partner with local hospitals
and doctors in Montana and Wyoming. They will provide mental health care through secure
videoconferencing and interactive technology. Patients in even the most rural areas — fike Troy,
Montana, population 933 — can now access quality care if needed.

This initiative is expected to lower costs through reduced hospital admissions and emergency room
visits, while increasing access to care in rural communities. If proven successful, it will likely be
replicated across rural America. This is just one example of the type of revolutionary ideas the
Innovation Center is supporting.

Some of the tested models will be successful and others won't, but we cannot be afraid of missteps. We
must continue trying new ideas, learning from mistakes, and building on our successes. That's how we
find what works. And we also need Medicare and Medicaid to develop programs faster than they have
in the past.

in 2003, Medicare partnered to create a demonstration project in which hospitals in 26 states —
including St. James Healthcare in Butte, St. Vincent Healthcare in Billings, and Holy Rosary Healthcare in
Miles City, Montana — would receive bonus payments based on the quality of care delivered. From
2003 to 2009, the demonstration project is estimated to have saved thousands of lives, including 8,500
heart attack patients.

Seeing the success of this demonstration project, Congress used it as a model to create a program
where Medicare rewards all hospitals across the nation for high quality care. it also penalizes hospitals
that produce poor outcomes. That program began this year. '

In many ways, the 2003 demonstration project set a new standard. it was developed in stages, with
close public-private collaborations. But it took too long.

We can't wait a decade to develop a model, and then implement it nationally. We need to cut through
the red tape and act quickly. We need to allow proven ideas to ramp up and spread rapidly without
waiting for Congress to act. That is the Innovation Center’s task.

It can broadly deploy demonstration projects that are proven to reduce spending or increase
quality. This will allow us to test, evaluate, and then integrate new ideas nationwide in only a few years
instead of a decade or more.

| look forward to examining the progress the Innovation Center has made to date. We are here today to
ask tough questions. We want to hear about different models being tested, we want to hear which
projects are most promising, and we want to know when we will see more results.

We are going to need a bold vision if we are going to get health care costs under control. So let us act
boidly. Let us realize there is a way to do it better when it comes to health care costs, and as Thomas
Edison said, let us find it.
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Senate Committee on Finance
Hearing on “Reforming the Delivery System:
The Center for Medicare and Medicaid Innovation”
March 20, 2013

Chairman Baucus, Ranking Member Hatch, and Members of the Committee, thank you for the
opportunity to discuss our work at the Center for Medicare and Medicaid Innovation (the
Innovation Center) at the Centers for Medicare & Medicaid Services (CMS). In the nearly three
years since the Affordable Care Act became law, CMS has established the Innovation Center and
initiated testing of numerous innovative payment and delivery models, under Innovation Center
authority, The Innovation Center has also assumed administrative responsibility for a range of

other pre-existing and separate statutory initiatives.

The Innovation Center has harnessed the energy and enthusiasm of a wide variety of innovators
to help us identify models that can drive significant improvements in health care for enrollees in
Medicare, Medicaid, and the State Children’s Health Insurance Program (CHIP). What we have
learned from our outreach — and it confirms my experience in the private sector — is that
physicians and providers want and need reform that can allow them to provide sustainable,
quality health care to their patients. We are currently working with more than 50,000 health care
providers from every State in the country to test various models. Knowing that there is no one
solution that will improve the health care system and reduce costs, the Innovation Center is
casting 2 wide net through our broad portfolio to give options and opportunities to participate in

testing models.

We are moving forward with a serious and rigorous process to monitor and evaluate the
initiatives we have underway and to develop additional initiatives that build on these efforts.
One of our goals is to create a solid business case for providers to engage in quality
improvement. We have made significant progress in developing these models, and will continue
to engage providers, payers, employers, States, and other stakeholders in our efforts.

Medicare beneficiaries are already starting to enjoy better quality of care through innovative care

delivery systems designed to improve their health outcomes and reduce costs. Affordable
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Care Act reforms are contributing substantially to recent reductions in the growth rate of
Medicare spending per beneficiary' without reducing benefits for beneficiaries. Growth in
national health expenditures over the past three years was lower than any time over the last

50 years. Fraud recoveries have increased to a record $4.2 billion in 2012, and $14.9 billion over
the last four years. Medicare beneficiaries have gained access to additional benefits, such as

increased coverage of preventive services and lower cost-sharing for prescription drugs.

We are also observing a decrease in the rate of patients returning to the hospital after being
discharged. Afier fluctuating between 18.5 percent and 19.5 percent for the past five years, the
30-day all cause readmission rate dropped to 17.8 percent in the final quarter of 2012. This

decrease is an early sign that our payment and delivery reforms are having an impact.

Innovation Center Background

Congress created the Innovation Center to test “innovative payment and service delivery models
to reduce program expenditures... while preserving or enhancing the quality of care” for those
individuals who receive Medicare, Medicaid, or CHIP benefits. The Affordable Care Act
appropriated $10 billion to support the Innovation Center’s activities initiated from Fiscal

Year (FY) 2011 to FY 2019.

Congress also defined — through both the Affordable Care Act and previous legislation ~a
number of specific CMS demonstrations. Some of these demonstrations test proposed
improvements in care delivery and payment, such as the Independence at Home Initiative. The
Innovation Center also assumed responsibility for several demonstrations that were initiated
through CMS’s former Office for Research Development and Information, which was brought

into the Innovation Center.’

! ASPE Issue Brief: “Growth In Medicare Spending Per Beneficiary Continues To Hit Historic Lows” for full report
please visit hitp://aspe.hhs.gov/health/reports/2013/medicarespendinggrowth/ib.cfm.

% The Innovation Center staff managed 23 statutorily-prescribed active demonstrations during the period between
January 1, 2011 and October 31, 2012. Note that while the Innovation Center has administrative responsibility for
these statutory demonstrations, they are not funded out of the Innovation Center’s appropriation.
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In support of the mission that Congress assigned to us, we organize the Center’s work, and the
organization structure,” around four main priorities: identifying and stimulating the development
of innovative ideas; developing and testing new payments and service delivery models;

evaluating results; and spreading best practices.

While the Center has new authorities and responsibilities, we execute these priorities within
CMS’s well-established governance and oversight processes. The Innovation Center works
closely with other CMS Centers and Offices, through daily, weekly, biweekly, and monthly
interactions and meetings. In particular, the Innovation Center works closely with the Center for
Medicaid and CHIP Services on initiatives involving Medicaid or CHIP beneficiaries, with the
Center for Medicare on initiatives involving Medicare beneficiaries, and with the Medicare-
Medicaid Coordination Office on initiatives involving beneficiaries enrolled in both Medicare

and Medicaid.

Identifying and Stimulating the Development and Testing of Innovative Ideas

During the development of models, the Innovation Center receives ideas from stakeholders, and
consults with clinical and analytical experts, as well as with representatives of relevant Federal
agencies. The Innovation Center actively engages innovators through its website, social media
outreach, and an email listserv that reaches an audience of over 30,000 people across the country
who are interested in innovations in health care delivery and payment. Since its formation, the
Innovation Center has held numerous regional meetings, listening sessions, and open-door
forums to engage thousands of innovators from around the country. In addition, stakeholders
have shared more than 500 ideas for improving health care through the Share Your Ideas section

of the Innovation Center’s website.*

For all models, the Innovation Center selects participating organizations through an open

process. The process follows established protocols to ensure that it is fair and transparent,

* The Innovation Center's organizational structure is available at http:/innovation.cms.gov/about/Our-
Teanyindex.html.
* hitp://innovation.cms gov/Share-Your-Ideas/Submit/index himl.




29

provides opportunities for potential partners to ask questions regarding the Innovation Center’s

expectations, and relies on multi-stakeholder expertise to select the most qualified partners.

Current Innovation Center Models

The Innovation Center is currently responsible for numerous initiatives that test new payment or

care delivery systems following the business and experimental processes described above.’

Major examples of the Innovation Center’s initiatives include:

The Pioneer Accountable Care Organization (ACO) and Advance Payment ACO models,
which aim to align incentives for organizations to promote higher quality care and better
health outcomes for the population served and greater accountability for the total cost of
care;

The Bundled Payments for Care Improvement Initiative, which is a series of four models
that will realign incentives for hospitals and post-acute care providers to promote quality
and efficiency;

The Comprehensive Primary Care Initiative, which provides support to transform
primary care practices;

The Strong Start for Mothers and Newborns Initiative, which is an effort to test and
evaluate enhanced prenatal care interventions for women enrolled in Medicaid or CHIP
who are at risk for having a preterm birth;

The State Innovation Model, which makes awards to States to design and test multi-payer
payment and delivery models that seek to deliver high-quality health care and improve
health system performance; and

The Health Care Innovation Awards, which funds projects in communities across the
Nation that aim to deliver better health, improved care, and lower costs to people enrolied
in Medicare, Medicaid, and CHIP.

Each model has been developed to create a business case for quality improvement, relying on

innovation to reduce spending while improving patient experience and health outcomes, and

rewarding quality and population health management rather than greater volume of care.

¥ A full list of the Innovation Center’s initiatives is available at http://innovation.cms gov/,
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Accountable Care Organizations (ACOs)

ACOs are one of the Affordable Care Act’s key reforms to improve the delivery of care. ACOs
are groups of doctors and other health care providers that have agreed to work together to treat
beneficiaries and better coordinate their care across care settings. They share ~ with Medicare —
a portion of savings generated from lowering the growth in health care costs while furnishing

high quality care including providing patient-centered care.

Working in concert with the Medicare Shared Savings Program (Shared Savings Program),
which is a permanent part of the Medicare program, the Innovation Center s testing two
alternative ACO models—the Pioneer and Advance Payment model ACOs—both of which can
inform future changes to the Shared Savings Program. The Innovation Center designed the
Pioneer ACO model for health care providers that have experience coordinating care for patients
across care settings. This model tests alternative payment models that include increasing levels

of financial accountability. Thirty-two organizations are testing the Pioneer ACO model.

The Advance Payment ACO model examines whether and how pre-paying a portion of future
shared savings could increase participation in the Shared Savings Program from entities such as
physician-owned and rural providers with less capital. Through this ACO model, selected
participants receive upfront and monthly payments, which they can use to make important
investments in their care coordination infrastructure. It is our expectation that the assistance the
Advanced Payment model provides to smaller and rural practices will result in expanding access
to this coordinated care effort to more fee-for-service Medicare beneficiaries. Thirty-five ACOs

are participating in this model.

In just over a year, more than 250 ACOs in 47 States and territories have formed and are
working to improve the care experience for more than four million Medicare fee-for-service
beneficiaries nationwide, which represents approximately eight percent of all Medicare
beneficiaries. That number will grow over time as existing ACOs choose to add providers and

more organizations are approved for participation in the Medicare Shared Savings Program.
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Bundled Payments for Care Improvement Initiative

Traditionally, Medicare makes separate payments to providers for each of the individual services
they furnish to beneficiaries during a single illness or course of treatment. This approach can
result in fragmented care and a lack of coordination across health care settings. Bundling
payments to multiple providers can better align incentives to those providers — hospitals, post-
acute care providers, physicians, and other practitioners— leading them to work closely together

to redesign care and better coordinate across all specialties and settings.

The Bundled Payments for Care Improvement Initiative is composed of four broadly-defined
maodels of care, which link payments for multiple services beneficiaries receive during an
episode of care. Over the course of the three-year initiative, CMS will work with hundreds of
organizations to assess whether the models being tested result in enhanced quality of care and
lower costs to Medicare. In January 2013, the Innovation Center announced the participants in
Model 1, which tests bundled payments for acute care hospital stays, as well as the participants
in Phase One of Models 2 through 4 of the Bundled Payments for Care Improvement Initiative.
Phase One is the initial period of the initiative where the participants and CMS prepare for
implementation and assumption of financial risk by sharing data and information. Phase Two

will begin this summer.

Comprehensive Primary Care

The Innovation Center is also supporting primary care providers interested in transforming their
practice. Approximately 500 primary care practices® in seven markets are participating in the
Comprehensive Primary Care initiative, which is a multi-payer model testing the effectiveness of
enhanced payments to improve care coordination for people enrolled in Medicare and Medicaid.
We consulted extensively with other payers to design a model that would be suitable for

adoption by Medicare, commercial, and Medicaid payers.

Under the Comprehensive Primary Care initiative, Medicare will pay primary care practices a

care management fee to support enhanced, coordinated services. Simultaneously, participating

© For a full list of participating practices please visit hitps://data.cms.gov/Government/CPC-Initiative-Participating-
Primary-Care-Practice/mw3h-fu3i.
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commercial, State, and other Federal insurance plans are also offering an enhanced payment to
primary care practices that provide high-quality primary care. In order to receive the new care
management fee from Medicare and other payers, primary care practices must agree to provide
enhanced services for their patients, deliver preventive care, coordinate care with patients’ other
health care providers, engage patients and caregivers in managing their own care, and provide
individualized, enhanced care for patienté living with multiple chronic diseases and higher needs.
To simplify the model for practitioners, and to maximize its impact, CMS and other payers used
a coordinated approach to transform how primary care is practiced and financially supported.

CMS and other payers also agreed to align quality measures in the model.

Strong Start for Mothers and Newborns

The Strong Start for Mothers and Newborns initiative, launched in 2012, is a two-part strategy to
reduce preterm births and improve outcomes for newborns and pregnant women. The firstis a
public-private partnership and awareness campaign to reduce the rate of early elective deliveries
prior to 39 weeks for all populations. Avoiding elective deliveries prior to 39 weeks has been a
medical best practice recommended by the American Congress of Obstetricians and
Gynecologists (ACOG) for more than 20 years but remains a persistent problem. CMS partnered
with the ACOG, the March of Dimes, State and local governments, and the private sector to
focus on increasing public awareness of this issue. The other component of the Strong Start
Initiative is a funding opportunity to test the effectiveness of specific enhanced prenatal care
approaches to reduce the frequency of premature births among high-risk pregnant women
enrolled in Medicaid or CHIP.

In February 2013, we announced the recipients of 27 Strong Start for Mothers and Newborns
awards with a total of up to $41.4 million made available to States, providers, academic
institutions, and others to test new ways to prevent significant, long-term health problems for
high-risk pregnant women and newborns enrolled in Medicaid or CHIP. The Strong Start
awardees are located in 32 States, the District of Columbia, and Puerto Rico, and will serve more
than 80,000 women enrolled in Medicaid or CHIP over the three intervention years. The grants
will support enhanced prenatal care through group visits, at birth centers, and at maternity

medical homes. These approaches expand access to care, improve care coordination, and
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provide psychosocial support to pregnant women. Strong Start awardees will be serving women
in the areas with the highest preterm birth rates in the country, including areas that are among the
top ten prematurity and infant mortality counties according the Centers for Disease Control and

Prevention. The Innovation Center will administer these awards through cooperative agreements

over four years,

State Innovation Model

The State Innovation Model initiative was developed for States that are prepared for or
committed to planning, designing, and testing new payment and service delivery models in the
context of larger health system transformation. The goal is to create multi-payer models with a
broad mission to improve community health and reduce long-term health risks for beneficiaries

of Medicare, Medicaid, and CHIP, and lower costs in these programs.

The Innovation Center recently announced 25 States are participating in the first round of
funding. Six States have received model-testing awards that support the implementation of their
State’s Health Care Innovation Plan. The Plan is a proposal that describes a State’s strategy to
use all of the levers available to it to transform its health care delivery system through multi-
payer payment reform and other State-led initiatives. Three States are receiving pre-testing
awards that will allow them to continue work on their Health Care Innovation Plans, and sixteen
States are receiving model design awards to develop Health Care Innovation Plans. We expect
to award additional model-testing awards in the future and expect that States that were given

design awards will apply for the next round of model-testing awards.

Health Care Innovation Awards

The Health Care Innovation Awards were awarded to 107 recipients who are testing innovative
care delivery models that aim to improve outcomes and reduce costs. Awardees were chosen for
their innovative solutions to the health care challenges facing their communities and for their
focus on creating a well-trained health care workforce that is equipped to meet the Nation’s
needs in our 21%-century health system. The initiative supports innovators who can rapidly
deploy care improvement models (within six months of award) throhgh new ventures or

expansion of existing efforts to new populations of patients, in conjunction (where possible) with
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other public and private sector partners. Funding for these projects is for three years. The
projects are located in urban and rural areas, all 50 States, the District of Columbia, and Puerto

Rico.

Some examples of the projects include the Prosser Washington Community Paramedics Program
in Washington State, which received an award for a program through which physicians can send
a community paramedic to visit a patient of concern, providing in-home medical monitoring,
follow-ups, basic lab work, and patient education. By expanding the role of the emergency
medical services, community paramedics can increase access to primary and preventive care,

provide wellness interventions, decrease emergency room utilization, and improve outcomes.

Another awardee is the Delta Dental Plan of South Dakota’s project, “Improving the care and
oral health of American Indian mothers and young children and American Indian people with
diabetes on South Dakota reservations.” Delta Dental Plan, which covers over thirty-thousand
isolated, low-income, and underserved Medicaid beneficiaries and other American Indians on
reservations throughout South Dakota, aims to improve oral health and health care for American
Indian mothers, their young children, and American Indian people with diabetes. Providing
preventive care will help avoid and arrest oral and dental diseases, repair damage, prevent

recurrence, and ultimately, reduce the need for surgical care.

Other Innovation Center Models

Other Innovation Center initiatives include the Independence at Home Demonstration,” created
by the Affordable Care Act, which uses home-based primary care teams designed to improve
health outcomes and reduce expenditures for Medicare beneficiaries with multiple chronic
conditions. Under the Independence at Home Demonstration, selected primary care practices
will provide home-based primary care to targeted chronically ill beneficiaries for a three-year
period. Participating practices will make in-home visits tailored to an individual patient’s needs

and preferences with the goal of keeping them from being hospitalized.

7 The Independence at Home Demonstration is funded and authorized by § 3024 of the Affordable Care Act — not
§ 3021, which established the Innovation Center.
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Additionally, the Innovation Center and the Health Resources and Services

Administration (HRSA) jointly manage the Federally Qualified Health Center (FQHC)
Advanced Primary Care Practice Demonstration. Approximately 500 FQHCs are testing
whether achieving certification as a medical home can improve care, health, and reduce costs. In
addition to the Innovation Center’s payments of per beneficiary amounts to support the FQHC’s

investment in primary care, HRSA is providing technical assistance to the FQHCs.

Another initiative is the Partnership for Patients, which is a public-private partnership to support
physicians, nurses, and other clinicians in reducing hospital-acquired conditions and improving
transitions in care. It will test the effect of multiple strategies to improve patient safety in
hospitals, including reducing preventable hospital-acquired conditions and reducing 30-day
readmissions. Part of the Partnership for Patients is the Community-based Care Transitions
Program, an initiative in which 102 participants are working with local hospitals and other
service providers to support Medicare patients who are at increased risk of being readmitted to
the hospital while transitioning from care settings.® The Community-based Care Transitions
Program will provide care transition services to over 700,000 Medicare beneficiaries in 40 States

across the country.

Other initiatives being tested by the Innovation Center are intended to improve care coordination
for beneficiaries with end-stage renal disease (ESRD), support hospitals for the cost of providing
clinical training to advanced practice registered nursing students,” and determine whether
Medicaid can support higher quality care at a lower total cost by reimbursing private psychiatric
hospitals for certain psychiatric services for which Medicaid reimbursement has historically been
unavailable.”® The Innovation Center also collaborates with the Medicare-Medicaid
Coordination Office to improve the quality of care available to and better coordinate benefits and

services for the Medicare-Medicaid enrollee population. This latter category includes initiatives

# The Community-based Care Transitions Program is funded and authorized by § 3026 of the Affordable Care Act—
not § 3021, which established the Innovation Center.

® The Graduate Nurse Education Demonstration is funded and authorized by § 5509 of the Affordable Care Act.

' The Medicaid Emergency Psychiatric Demonstration is funded and authorized by § 2707 of the Affordable

Care Act.
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focused on improving financial alignment between Medicare and Medicaid and reducing

avoidable hospitalizations among nursing facility residents.

Evaluating Results and Actively Spreading Best Practices

Congress provided the Secretary of Health and Human Services (HHS) with the authority to
expand the scope and duration of a model being tested through rulemaking, including the option
of expanding on a nationwide basis. For the Secretary to exercise this authority, a model must
reduce net spending (as certified by the CMS Chief Actuary) without reducing the quality of
care. No model may deny or limit the coverage or provision of Medicare, Medicaid, or CHIP

benefits.

The law also requires that models tested by the Innovation Center shall be modified or
terminated, unless the Secretary determines {and the CMS Chief Actuary certifies, with respect
to spending) after testing has begun that the model is expected to improve the quality of care
without increasing spending, reduce spending without reducing the quality of care, or improve
the quality of care and reduce spending. The Innovation Center, working in concert with the
Office of the Actuary, continuously monitors progress and results in order to quickly identify

successful and unsuccessful models and take necessary action.

To assess the success of initiatives, the Innovation Center has assembled the Rapid Cycle
Evaluation Group, responsible for evaluating the impact of each payment and service delivery
model on the cost and quality of care, and on health outcomes. The Innovation Center, when
considering a model for testing, engages staff from the Rapid Cycle Evaluation Group and the
Office of the Actuary. Early in the process of implementation, evaluation staff considers
advanced statistical methods, carefully defines and selects comparison groups, and applies
conservative evidence thresholds to assure that programs deemed successful represent high-value

investments of taxpayer dollars.

Establishing effective metrics at the outset of each model is critical to defining success. The
Innovation Center selects measures for those that are appropriate for each model. Innovation

Center evaluators collaborate with other CMS components to ensure that the metrics we use are
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consistent across our programs as appropriate, and that we can thoughtfully compare the results

of different models.

The Rapid Cycle Evaluation Group assesses each model’s impact regularly and frequently to
identify successful programs as quickly as possible. The Rapid Cycle Evaluation Group also
provides ongoing feedback to participating entities to support continuous quality improvement
on a quarterly basis. To determine the cost impact of the model, the Office of the Actuary
monitors Innovation Center initiatives, and, once testing begins, will use data from the evaluation
and monitoring as well as other available sources to certify results. The testing period for most
models is typically three to five years, but in some cases it may be clear from the data within one
or two years whether a model should be recommended for testing more broadly in Medicare,

Medicaid, or CHIP, or should be terminated or modified.

The Innovation Center’s work reflects a core belief that effective health care system reform
requires continuous learning and sharing of best practices. Using data from the Rapid Cycle
Evaluation Group, the Innovation Center organizes learning collaboratives among model
participants to share effective approaches and disseminate best practices. This close
collaboration will help ensure that best practices are disseminated rapidly, and aims to generate a

more cooperative community of providers working together to improve the quality of care.

Looking Forward

The Innovation Center initiatives complement other reforms made by the Affordable

Care Act. Thanks to the law, the Innovation Center is moving toward a system that provides
better care and better health, and throixgh these improvements, reduced cost. We look forward to

advancing models and demonstrations that will provide the results our health care system needs.
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United States Senate Committee on Finance
Public Hearing
“Reforming the Delivery System: The Center for Medicare and Medicaid Innovation”
March 20, 2013

Questions Submitted for the Record for Richard Gilfillan

Senator Max Baucus:
Rural Health

The Affordable Care Act (ACA) created a number of delivery system reform
demonstrations and established a Center for Medicare and Medicaid Innovation (CMMI)
within CMS. These demonstrations are intended to test and evaluate new models to reduce
Medicare and Medicaid spending while preserving or enhancing the quality of care. CMMI
is running a2 number of demonstrations, but has performed few in rural areas.

1. Can some of the demonstrations CMMI is currently condncting be adapted to work in rural
areas?

Answer: We know that we have to change the incentive structure of our payment systems to
emphasize care coordination, improve quality, and reduce the total cost of care, especially in
rural areas that are often underserved. The Innovation Center has worked very hard to ensure
that its models have geographic distribution so that each model is tested in variety of
communities nationwide.

For example, the Adams County Health Center in Idaho is one of several rural participants in the
Federally Qualified Health Center (FQHC) Advanced Primary Care Practice Demonstration
which is testing enhanced support to FQHCs to help them achieve medical homes. The Adams
County Health Center is in a medically underserved rural area, with only about three thousand
residents in a thousand square mile service area. Also, the Mountain Area Health Education
Center, serving a rural area in Western North Carolina, received a Health Care Innovation Award
to test team-based primary care for patients with chronic pain.

We developed the Advance Payment Accountable Care Organization (ACO) model specifically
for entities such as physician-based and rural providers with less access to capital to help
increase the participation in the Shared Savings Program by these groups.

2. Is CMMI developing any ideas aimed at improving health care provided in frontier areas
like Montana?

Answer: We are currently developing the Frontier Community Health Integration Demonstration
Program with input from the Health Resources and Services Administration. This demonstration
is for very small critical access hospitals with an inpatient census of less than five in sparsely
populated states.
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We believe that medical homes may have the potential to improve health care provided in
frontier areas. Several of the Health Care Innovation Awards are testing medical home models.
For example, two awards were given to organizations to test medical homes that focus on
integrating primary and behavioral health care. These medical homes are being tested in several
frontier areas, including Montana, North Dakota, and South Dakota. The Health Care Innovation
Awards are still in their early stages and we do not vet have any results, but we anticipate that the
results may inform future Medicare and Medicaid payment policy.

In addition, we have heard from rural stakeholders that they have difficulty meeting some of the
requirements of the initiatives. We have formed a Health and Human Services Workgroup to
gather ideas from stakeholders to find new models that might be appropriate for rural
communities.

Senator Orrin Hatch:

Evaluation Contractors

3. Has CMMI finished hiring evaluation contractors for all of the models? What is the
status on getting evaluation plans finalized for all of the models?

Answer: Evaluation contractors have been selected for the following initiatives: the
Comprehensive Primary Care initiative, the FQHC Advanced Primary Care Practice
demonstration, the Financial Alignment Initiative for Medicare-Medicaid enrollees, the Initiative
to Reduce Avoidable Hospitalizations Among Nursing Facility Residents, the Pioneer ACO
model, the Advance Payment ACO model, Model 1 for Bundied Payments for Care
Improvement, Strong Start for Mothers and Newborns (home visiting only), Medicaid Incentives
for the Prevention of Chronic Disease, Complex Diagnostic Lab demonstration, Independence at
Home demonstration, Medicaid Emergency Psychiatric demonstration, Graduate Nurse
Education demonstration, and the Partnership for Patients model. Procurements are in process
and evaluation contractors should be selected this fall for the following models: Strong Start for
Mothers and Newborns (maternity care homes, group care, and birth center approaches), Models
2 through 4 for Bundled Payments for Care Improvement, the State Innovation Model, and the
Health Care Innovation Awards. The evaluation of the Comprehensive ESRD Care model is in
the development stage, but it is too soon to award the contract.

Data Collection
Although the models are expected to be done over 3-5 years, data are to be gathered on
each model from its very start, with the potential to stop models that don't appear

promising.

4. Are data currently being collected to be able to understand how well models are
working and if they should keep going?
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Answer: To assess the success of initiatives, the Innovation Center has assembled the Rapid
Cycle Evaluation Group, responsible for evaluating the impact of each payment and service
delivery model on the cost and quality of care, and on health outcomes. When the Innovation
Center considers a model for testing, we immediately involve staff from the Rapid Cycle
Evaluation Group and work with the Office of the Actuary throughout the creation of the model.
At the outset of testing of every model, evaluation staff considers statistical methods, carefully
defines and selects comparison groups, and applies conservative evidence thresholds to assure
that programs deemed successful represent high-value investments of taxpayer dollars.

Establishing effective metrics at the outset of each model is critical to defining success, The
Innovation Center regularly summarizes individual milestones and data for each model.
Innovation Center evaluators work to ensure that the metrics we use are consistent across our
programs as appropriate and that we can thoughtfully compare the results of different models.

The Rapid Cycle Evaluation Group assesses each model’s impact regularly and frequently —
without compromising the rigor of the model testing and evaluation process — to identify
successful programs as quickly as possible. The Rapid Cycle Evaluation Group also provides
ongoing feedback to participating entities to support continuous quality improvement on a
quarterly basis.

5. To what extent has CMMI started to receive evaluation reports for models?

Answer: As of March 7, 2013, the Innovation Center has begun the rapid cycle process for four
of its initiatives: the Pioneer ACO Model, Multi-payer Advanced Primary Care Practice
demonstration, the FQHC Advanced Primary Care Practice demonstration, and the Partnership
for Patients.

We are currently analyzing the first year of data from two primary care projects that started in
2011, the Multi-payer Advanced Primary Care Practice and the FQHC Advanced Primary Care
Practice Demonstration. In addition to the primary care projects, we anticipate that we will see
the first results from the Pioneer ACO Model in summer 2013. These results will include the
amount of savings or losses for each Pioneer ACO.

Quality Improvement Organizations

Has CMMI completed its review of the 26 Hospital Engagement Network contracts to
ensure there is no duplication with the efforts of the Quality Improvement Organizations?

6. Has any duplication been found and, if so, has CMMI taken steps to address the
duplication?

Answer: The Partnership for Patients and the Quality Improvement Organizations (QIOs) are
both chartered to work collaboratively to reduce hospital acquired conditions and readmissions.
The Partnership for Patients was designed to maximize the respective strengths of the Hospital
Engagement Contractors (HENs) and the QIOs. For example, QIOs have highly specialized
expertise in data collection and analysis, while HENs (which are mostly hospital systems and
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state or national hospital associations) have strong relationships with hospital administrators and
can capitalize on these relationships. It is CMS’s intention that QIOs and HENS capitalize on
these and other distinct strengths in supporting the quality improvement work of hospitals.

When the Partnership for Patients awarded the HEN contracts in December 2011, the Secretary
specifically charged QIOs and HENS, and their accountable CMS program offices, to collaborate
to maximize the teamwork and synergy among these programs. To ensure appropriate
management and oversight of both initiatives, CMS has completed its analysis of the activities of
the HENs and QIOs as they relate to one another in the areas of hospital acquired conditions and
hospital readmissions. Contracts were reviewed to determine if a contract should be modified, a
mitigation strategy should be employed, or technical direction should be issued. All activities
were reviewed by December 31, 2012 and no contract modifications were required. Monitoring
plans are in place to regularly assess future changes in the work plans of HENs and QIOs and the
relationships of QIOs and HENSs in the field to avoid future duplication.

7. Was the outside review of CMMI completed in November 2012 as anticipated? If
so, were any gaps found related to the CMMI's efforts to coordinate with other
offices and has CMMI taken steps to address these gaps?

Answer: In 2012, the Innovation Center had two contracts for assistance in setting up its
operations in the most efficient and effective manner. The first contract was with Booz Allen
Hamilton for assistance in drafting an operations plan. Significant progress has been made on the
operations plan thus far and the Innovation Center is cutrently reviewing its strategic operations
to identify additional areas of improvement.

The Innovation Center also contracted with Grant Thornton to review our financial and
programmatic operations, to identify gaps in financial and operational controls, and to
recommend improved operating processes for the Innovation Center. Grant Thornton reported
that the financial controls at the Innovation Center appeared to be effective and meeting the
applicable federal financial management laws. The Innovation Center leverages many of the
existing processes established by the CMS Office of Financial Management and operates under
that authority. Grant Thornton also identified areas for additional control development, such as
improved documentation of standard operating procedures. The Innovation Center is working to
implement Grant Thornton’s recommendations while maintaining its ongoing efforts to improve
operations.

Partnership for Patients Model

Regarding the Partnership for Patients Model, the 11/2/12 reéponse from HHS to GAO
noted three steps that you would take to identify and eliminate duplication between the
HENSs and the QIOs. Please update us on the status.

8. Did you find any duplicative payments?

9. How much money?
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10. How long did it continue?
11. Has it stopped?

Answer to Questions 8-11: All HEN and QIO activities have been carefully reviewed to
identify potential duplication, and monitoring plans are in place to prevent duplication from
occurring. During the reviews, no instances of duplicative payments were found. The HEN
contracts were awarded in December 2011 and the review of the activities of the HENs and the
QIOs was completed in December 2012,

12. Is there a mitigation strategy in place, and have any of the contracts been modified?

Answer: To ensure appropriate management and oversight of both initiatives, CMS has
completed its analysis of the activities of the HENs and QIOs as they relate to one another in the
areas of hospital acquired conditions and hospital readmissions. Contracts were reviewed to
determine if a contract should be modified, a mitigation strategy should be employed, or
technical direction should be issued. No contract modifications were required. All activities were
reviewed by December 31, 2012 and monitoring plans are in place to regularly assess future
changes in the work plans of HENs and QIOs and the relationships of QIOs and HENSs in the
field to avoid future duplication.

13. What steps is CMMI/CMS taking to prevent similar problems in the future?

Answer: All activities were reviewed by December 31, 2012, and monitoring plans are in place
to regularly assess future changes in the work plans of HENs and QIOs and the relationships of
QIOs and HENSs in the field to avoid future duplication.

14. Since GAQO’s review concluded in the fall of 2012, has CMMI hired additional
staff?
a. Please give a breakdown of grades and provide some idea of level of

employee.

Answer: Yes, the Innovation Center has hired staff since the conclusion of the GAO study.
Total FTEs have increased from 184 (March 31, 2012) to 223 (March 31, 2013). As in the GAO
report, we exclude certain individuals subject to interagency personnel agreements or on
temporary details paid from other offices. There were 10 such individuals as of March 31, 2013,

A breakdown of the grades of current staff is provided below.
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Innovation Center Grade Distribution: March 31, 2013

Innovation Center FTEs % of Total
Grades 1-8 4 1.8%
Grade 9 8 3.6%
Grade 11 28 12.6%
Grade 12 21 9.4%
Grade 13 78 35.0%
Grade 14 21 9.4%
Grade 15 44 19.7%
SES 5 2.2%
Others 14 6.3%
Total 223 100.0%

15. Regarding “rapid cycle” evaluation, have any of the contractors who are evaluating
the models provided feedback yet?

b. [If not] Why not? When do you expect to receive feedback?

Answer: Yes, we are receiving feedback reports from the FQHC Advanced Primary Care
Practice demonstration, the Pioneer ACO model, and the Multi-payer Advanced Primary Care
Practice initiative. Beginning this fall, we expect to begin to receive additional feedback reports.
For example, we expect to receive the first feedback report for the Comprehensive Primary Care
initiative in the fall, and the first feedback reports for the Bundled Payment for Care
Improvement models in the spring of 2014.

Senator Robert Casey:

Partnership for Patients

When Jon Blum was here a few weeks ago he said that Partnership for Patients aims to
save 60,000 lives through reducing hospital acquired infections and readmissions.

16. What impact are you finding the CMMI initiatives are having in these areas
already?
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Answer: The 30-day, all-cause readmission rate is estimated to have dropped in the last half of
2012, to approximately 18 percent, after averaging 19 percent for the past five years. This
translates to about 70,000 fewer hospital readmissions in 2012. CMS has focused on reducing
preventable readmissions in the Partnership for Patients as well as several new programs
finalized in 2012 that tie Medicare reimbursement for hospitals to their readmission rates.
Additionally, as part of the efforts of Partnership for Patients and the public awareness campaign
of the Strong Start for Mothers and Newborns initiative, clinicians at some hospitals have
reduced their early elective deliveries to close to zero, meaning fewer at-risk newborns and fewer
admissions to the neonatal intensive care unit (NICU). Among 135 hospitals reporting common
measures, early elective delivery rates have fallen (improved) by 48 percent.

ACOs

A Pediatric Accountable Care Organization Demonstration program, similar to the
Medicare ACO provisions that have been implemented, was authorized but not funded in
the ACA.

17. Could CMS implement this demonstration program with existing Innovation Center
or other ACA funding? If not, why?

Answer: We have a number of initiatives and programs that focus on improving the health and
healthcare outcomes for pediatric populations, including the Health Care Innovation Awards and
the Strong Start for Mothers and Newborns initiative,

The Innovation Center has awarded Health Care Innovation Awards to two initiatives in Ohio
that enhance provider incentives for caring for pediatric beneficiaries, similar to the goals of
accountable care organizations. One of these awards was given to the Research Institute at
Nationwide Children's Hospital, in partnership with Akron Children’s Hospital and its integrated
physician group, to expand its Partners for Kids (PFK) program in Ohio, serving over 492,000
Medicaid children enrollees and 25,000 children with disabilities. PFK will enhance provider
incentives and improve access for high risk rural and urban underserved populations through
comprehensive medical home-based services and the rapid deployment of an expanded health
care workforce focusing on behavioral health, complex care, and high risk pregnancy.

Another relevant Health Care Innovation Award went to University Hospitals (UH) Rainbow
Babies and Children’s Hospital at UH Case Medical Center to improve care for approximately
65,000 children with Medicaid with high rates of emergency room visits, complex chronic
conditions, and significant behavioral health problems in several counties across northeastern
Ohio. The intervention will offer health care advice, referrals, and care coordination services
through telehealth and home nurse hotlines; provide practice-tailored facilitation for primary care
providers; and provide financial incentives to primary care physicians who reach quality
performance targets, agree to offer extended hours, and make themselves available to treat these
vulnerable children.

The Strong Start initiative is an Innovation Center project focusing on reducing early elective
deliveries and reducing the rate of preterm births among high-risk women in Medicaid and
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CHIP. Additionally, we have released the Initial Core Set of Child Health Care Quality
Indicators for Medicaid and CHIP, established for voluntary use by state Medicaid and CHIP
programs, which includes a range of children’s quality measures encompassing both physical
and mental health, including chronic conditions such as asthma and diabetes. CMS’ Pediatric
Quality Measures Program and the Pediatric Electronic Health Record Format also represent
other initiatives the agency is pursuing to help improve the health and care children enrolled in
our programs receive.

Senator Jay Rockefeller:

Medicaid Initiatives

With the exception of a few demonstrations, CMMI is focusing the vast majority of its
energy on testing new payment and delivery system models in the Medicare program.

18. Does CMMI plan to increase their focus on enhancing care coordination and
delivery under Medicaid moving forward?

Answer: We believe there are a number of important opportunities to test reform models in the
Medicaid program and we are actively working with states to undertake these initiatives. The
Innovation Center is currently carrying out the State Innovation Models initiative, the Strong
Start initiative and the Comprehensive Primary Care initiative, all of which allow the
participation of state Medicaid programs. In addition, the Innovation Center is overseeing the
Medicaid Emergency Psychiatric Demonstration and the Medicaid Incentives for the Prevention
of Chronic Diseases Model. We continue to explore opportunities to test promising models in
the Medicaid program and understand the importance of delivering better, more efficient care to
Medicaid beneficiaries,

19. Can you inform us about any potential Medicaid initiatives or demonstrations
under discussion?

Answer: As we do in all areas, we continue to look for opportunities to test promising models in
the Medicaid program. We are working closely with our colleagues at the Center for Medicaid
and CHIP Services to coordinate our collective efforts to identify new opportunities.

Financial Alignment Initiative Plans

Under the Affordable Care Act, the Secretary is only supposed to expand demonstration
projects when evidence from the demonstration suggests that expansion would lower costs
without reducing quality or when quality is improved without raising costs, However, the
Financial Alignment Initiative plans to enroll millions of dually eligible beneficiaries into
untested new models of care. Enrolling such a large number of people—many of whom are
among the most vulnerable Medicare and Medicaid enrollees—into a demonstration
without sufficient evidence violates the intention of the statute,
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20. Can you explain CMMI’s rationale for moving forward on such a large scale and
fast pace without first collecting substantial evidence on the effects the
demonstration will have on quality and health outcomes?

Answer: CMS and States are proceeding at a measured pace for each State, and implementing
safeguards to protect and enhance beneficiaries’ access to high quality care. To date, CMS has
approved demonstrations in four States, including capitated models in Massachusetts, Ohio and
Hlinois, and the managed fee-for-service model in Washington. The earliest enrollment for any
Demonstration model is expected in July of 2013 in Washington.

CMS has committed to a national cap of 2 million beneficiaries in the Demonstrations. We
believe this is a reasonable limit to balance concerns with size and the ability to test models
across the nation in different delivery systems, States, and target populations. This approach will
allow CMS to provide Congress and others with information to scale and advance integrated care
for this population. We are proceeding judiciously on a State-by-State basis and enroliment will
be phased in to ensure it is carefully conducted. To that end, CMS has established oversight and
monitoring mechanisms as well as operational and implementation milestones to ensure the
Demonstration will preserve and strengthen Medicare-Medicaid enrollees’ access to care, quality
of care, and benefits. CMS ultimately controls how many beneficiaries will be approved to be
enrolled in a given Demonstration.

21. Several demonstrations, including the Financial Alignment Initiative, will run over
the course of several years. At the end of that time period, what specific steps will
you go through to evaluate whether particular demonstration should continue or be
expanded?

Answer: CMS is funding and managing the evaluation of each approved Demonstration and
models. For the Financial Alignment Initiative, CMS has contracted with an external
independent evaluator, RTI International, to measure, monitor, and evaluate the overall impact of
the Demonstrations and models, including impacts on Medicare-Medicaid enrollees,
expenditures, and service utilization. The evaluator will design unique, State-specific evaluation
plans for each individual State participating in the Demonstration, as well as an aggregate
analysis that will look at the Demonstration overall including Demonstration interventions and
impact on key subpopulations within each State. The evaluation will use a mixed methods
approach to capture and analyze quantitative and qualitative information.

The Memorandums of Understanding for Massachusetts, Ohio, Washington, and Illinois provide
examples of the types of areas that will be measured in all Demonstrations, including beneficiary
experience of care, care transitions, support of community living, access to services, and shifts in
service utilization patterns, among many others. Additional quality measures, as well as
qualitative evaluation components such as beneficiary focus groups and key informant
interviews, will be included in the State-specific evaluation plans.

22. Will you commit to us that you will come back to brief Congress on the results of
your demonstrations before continuing or expanding them?
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Answer: We will continue to keep the Congress informed as to the results of our initiatives.

Emergency Psychiatric Demonstration

I am pleased that West Virginia was among the states included in the Emergency
Psychiatric Demonstration. I have high hopes that this long overdue demonstration will
help improve care for patients residing in institutes for mental disease, who are often
among the most vulnerable in the Medicaid population.

23. Do you have any early results or findings related to quality or cost-savings from this
demonstration that you are able to share?

Answer: The Medicaid Emergency Psychiatric Demonstration began on July 1, 2012. Notall
of the states started at that time but all started before the end 0of 2012, We are in the process of
collecting data from the states on enroliments, discharges, average length of stay, readmissions,
and causes of readmissions back into the demonstration within a 30 day period. Right now, we
have insufficient data to make any determinations regarding cost savings and quality of care;
however, we are hopeful to have preliminary findings by the end of the year.

Project ECHO

I am also pleased that CMMI provided an innovation grant last year to Project Extension
for Community Healthcare Outcomes (Project ECHO), as I believe this program is
demonstrating how technology can be used both to continue medical education and to
expand health care services available to rural pepulations.

24. What is CMMI doing to build on the initial successes of this important initiative?

Answer: Project Extension for Community Healthcare Outcomes (Project ECHO) seeks to
address important disparities in health care services for rural populations in remote and
underserved areas. The Project is designed to test an approach to improve access and care for
rural populations through the use of a technology-based platform for in-service medical training.
To date, Project ECHO has not yet provided services to patients as part of this award; they are
currently refining their approach to identify the participants whose quality outcomes could be
improved and Medicare expenditures could be reduced through comprehensive and coordinated
care.

Senator Michael Bennet:

First of all, I want to say that I am supportive of the work of the Centers for Medicare and
Medieaid Innovation Center (CMMI) because part of tackling the high costs of health care
is exploring and implementing these models that have the potential to bend the cost curve,
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I understand and appreciate that it is difficult to design models that ensure that Medicare
will see savings, but do not reduce access for patients.

Payment Reforms

The Affordable Care Act (ACA) directs you to test specific payment reforms, but alse
authorizes you to test any others as CMMI believes finds merit.

25. Would you please share the most promising example of a payment test not specifically
described in the ACA?

Answer: One example of a model not specifically described in the Affordable Care Act is the
Advance Payment ACO model developed by the Innovation Center for organizations
participating as ACOs in the Shared Savings Program. Through the Advance Payment ACO
model, selected participants in the Shared Savings Program receive advance payments that will
be repaid from the future shared savings they earn.

The Advance Payment ACO model is testing:

¢ Whether providing an advance payment (in the form of up-front and monthly payments
to be repaid in the future) increases participation in the Shared Savings Program, and

e  Whether advance payments allow ACOs to improve care for beneficiaries and generate
Medicare savings more quickly, and increase the amount of Medicare savings.

The Advance Payment ACO model is restricted to entities with less access to capital, to help
smaller practices and rural providers participate in the Shared Savings Program.

26. For providers in my state with payment reform ideas of their own, how does HHS select
new ideas for testing consideration?

Answer: We know that clinicians, health systems, community leaders, and other innovators
throughout the country are developing new models of payment and service delivery that provide
better health and better health care at lower costs. The Innovation Center is seeking those ideas
on how care can be furnished in ways that will lower the total expenditures while improving the
quality of care.

The Innovation Center solicits ideas from stakeholders thorough a web portal available at:
http://innovation.cms.gov/Share-Your-Ideas/index.html. Once ideas are received, the Innovation
Center considers the idea, along with other ideas received through the portal, to help improve
and shape the Innovation Center’s work on an ongoing basis. Ideas may be utilized within CMS
to develop requests for proposals, applications, studies, models to be tested, or for other
purposes.

27. How do you ensure these payment reform ideas work with in a geographically diverse
population, such as in a state like Colorado?
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a. For example, a provider group may wish to propose a new payment model to
reward providers who adopt the "Choosing Wisely"” program; is CMS prepared
to accept such as request?

Answer: The Innovation Center is interested in testing new models of payment and service
delivery. Once ideas are received, the Innovation Center considers the idea, along with other
ideas received through the portal to help improve and shape the Innovation Center’s work on an
ongoing basis. If an idea is developed into a model the Innovation Center then selects
participants. Generally, CMS uses a competitive application process to select participants to
allow many providers to participate so that we can learn from the model in different areas. The
Innovation Center’s process is to test models in as many geographically diverse areas as possible
when applicable to the model.

28. Is CMMI planning to integrate the future of its payment models with the results from the
winners of the recently announced Health Care Innovation Challenge. If so, how?

Answer: Health Care Innovation Awards may inform future payment models. One area with
potential to inform the future payment models are medical homes. Several of the Health Care
Innovation Awards are testing medical home models, including specialized medical home
models. For example, the Innovation Center is testing medical homes for individuals with
disabilities and complex health conditions, high-risk chronically il children, and individuals with
breast, lung, or colorectal cancer. We believe these medical home models have the promise to
improve quality and reduce expenditures. The Health Care Innovation Awards are still in their
early stages and we do not yet have any results, but we anticipate that the results may inform
future Medicare and Medicaid payment policy.

Health IT
As you know, our state is home to many health IT innovators, including iTriage and others.

29. Are you engaging such firms to be possible partners with providers actively testing new
payment methods?

a. If se, how are you monitoring and reporting on what works and what doesn't?

Answer: The Innovation Center is testing innovative payment and service delivery models that

have the potential to reduce program expenditures or preserving or enhancing the quality of care
provided to program beneficiaries. Participants in the testing of all of the models are encouraged
to use health information technology (IT) and we understand they are using a variety of different
technologies. We would welcome ideas from health IT innovators for new payment and service

delivery models to more effectively use health IT.

Medicare Fee-for-Service

For years, Congress has been looking for bipartisan ways to replace the Medicare fee-for-
service system with a new payment reform that pays for quality not quantity of service,
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30, While we wait for the results of various demonstrations and pilet projects, is CMMI
planning to rel a comprehensive path suggesting how we can structure a new payment
design model to replace the Medicare fee-for-service system?

Answer: We are testing a variety of models that improve care quality, coordinate care, and
reduce the total cost of care. For example, the Comprehensive Primary Care Initiative is a multi-
payer initiative where CMS pays primary care providers monthly care management fees for
comprehensive care management on top of their regular Medicare Fee-for Service payment.
After two years, CMS offers the providers the chance to share in any savings they generate.
Other payers, often including Medicaid, are also providing enhanced payment for primary care
services.

Another model is the accountable care organization (ACO). In addition to the Medicare Shared
Savings Program, we are testing the Pioneer ACO model and the Advance Payment ACO model.
ACOs involve groups of doctors, hospitals, and providers that accept accountability for
providing high quality coordinated care to Medicare beneficiaries. ACOs are eligible for shared
savings and may be subject to losses.

Finally, the Bundled Payments for Care Improvement initiative is comprised of four broadly
defined models of care, which link payments for multiple services beneficiaries receive during an
episode of care. We think episode-based payment has a lot of potential to transform the delivery
system.

Community-Based Care Transition Programs

31. What are the latest results of the Community-based Care Transitions Program, Section
3026 of the Affordable Care Act?

a. Are the early rounds of awardees on track to meet their savings target?

Answer: Preliminary results are encouraging, demonstrating a downward trend in 30-day
readmission rates. However, due to the inherent lag in claims data, we only have two quarters of
data for the first seven sites and one quarter for the next eight that were approved. These
decreasing 30-day readmission rates apply to the sites’ target population and to unadjusted all-
cause readmission rates among the participating hospitals.

In addition, we have substantially increased the number of approved sites: 59 new agreements
finalized since the beginning of this year, increasing the number of participating program sites to
a total of 102, All newly-awarded sites are expected to fully implement their programs within 90
days of award.

ESRD

The End Stage Renal Disease demonstration project has the potential te provide a better
quality of life for ESRD patients and better manage their care. The initial offering resulted
in feedback from stakeholders that could provide insight for ways to improve the design of
this project and increase the integrity of the model long term.
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32. Can vou give us a sense of where you are in the revision process? When we can expect the
revisions to be displayed?

Answer: We have received feedback from stakeholders that additional time was needed to
prepare an application. On March 13, we announced an extension of the deadline for letters of
intent and applications for the Comprehensive ESRD Care initiative. The letter of intent deadline
was extended to May 15, 2013, and the application deadline was extended to July 1, 2013. CMS
is always interested in stakeholder feedback and is considering feedback received on this model.

One particular issue from the ESRD community deals with the participation of patients
who may already be attributed to a traditional Medicare ACO.

33. Is there value in allowing these patients the oppertunity to also participate in a
program designed specifically for their condition?

a. Could this program offer additional benefits to this vulnerable population?

Answer: The Affordable Care Act created many opportunities for reforming the delivery and
financing of health care. The interventions supported through this model must complement and
support other health reform efforts, while still maintaining sufficient independence to isolate the
effects of this initiative. To avoid duplication between shared savings initiatives, Medicare
beneticiaries will not be matched to more than one shared savings program. The beneficiary
population living with ESRD has complex health care needs, typically with comorbid conditions
and disease complications, requiring extensive care coordination services.

We believe the ESRD Seamless Care Organizations (ESCOs) that will participate in the
Comprehensive ESRD Care model will be well qualified to care for beneficiaries with ESRD.
Beneficiaries will continue to be free to choose the provider and dialysis facility they wish to
use. However, in order to properly assign financial responsibility among ACOs and ESCOs, and
to promote continuity of care, beneficiaries that are already assigned to ACOs will continue to be
assigned to ACOs as long as the beneficiaries meet the criteria for assignment.

b. Is CMS willing to consider changes to the current ESRD Seamless Care
Organizations (ESCO) attribution framework?

Answer: CMS is always interested in stakeholder feedback to improve initiatives.

On the provider side, our office has heard some concerns about the new program, as
proposed, requiring that a third "other Medicare provider" join with doctors and dialysis
providers in the formation of these new integrated care models. We have heard that this is
an extremely difficult requirement to meet.

34. Is there a concern that those providers unfamiliar with the day-te-day treatment of
ESRD may not be willing to sign up for the risk that ESCOs must undertake?
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Answer: The purpose of the Comprehensive ESRD Care model is to ensure that the beneficiary
with ESRD receives the full continuum of care beyond dialysis treatment. This model will align
financial incentives for dialysis facilities, nephrologists, and other Medicare providers and
suppliers to improve the care provided to beneficiaries with ESRD, while also guarding against
unwarranted market consolidation.

35. Would CMS be willing to consider other options to ensure provider participation in
a way that will still allow ESCOs to meet the requirements of the program?

Answer: CMS is always interested in stakeholder feedback to improve initiatives.

Senator Mike Crapo:
ACOs

Your testimony highlighted the breadth and scope of your Pioneer and Advance Payment
ACO models. However, none of the models or quality measures focus directly on the issue
of ebesity. Obesity costs are estimated at more than $147 billion annually.

36. What flexibility can you give ACO providers to more aggressively address this
significant economic and public health issue?

Answer: ACOs are accountable for the quality, cost, and overall care of the Medicare fee-for-
service beneficiaries assigned to the ACO. ACOs have significant flexibility to invest in
redesigned care processes for high quality and efficient service delivery, including efforts to
target obesity.

CMS has undertaken a range of initiatives to educate providers and beneficiaries about Medicare
coverage of important preventive services, many of which are now available without part B cost-
sharing for beneficiaries. These include coverage of Intensive Behavioral Therapy for Obesity,
which was established through CMS’ national coverage determination process in November
2011. This benefit includes screening for obesity in adults and, for those who qualify (with a
body mass index (BMI) > 30 kg/m2), a nutritional assessment and up to 12 months of intensive
counseling to promote sustained weight loss through diet and exercise.

Other Medicare-covered preventive services include a one-time “Welcome to Medicare” visit for
new beneficiaries followed by annual “wellness visits” to develop and update a personalized
prevention plan focused on each beneficiary’s medical history, risk factors, and individual

needs. These visits (also available without cost-sharing) include a BMI measurement and, if
needed, referrals for education, counseling, or other community-based interventions aimed at
reducing risk factors and promoting wellness, including through weight loss, physical activity,
smoking cessation, fall prevention, and nutrition.
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37. Would ACO participants and providers have the opportunity to create
demonstration projects related to obesity if they could demonstrate better health
outcomes and savings?

Answer: We know that ACO participants are redesigning care delivery to promote better health
and better health care at lower costs. We encourage ACO participants to implement activities
related to obesity that will enhance quality and reduce expenditures. The ACO models allows the
organizing physicians and other participants to undertake activities to reduce the burden of
obesity or other indicators of poor health and to share in any savings generated as a result of
those interventions.

The Innovation Center is always seeking ideas on how care can be furnished in ways that will
lower the total expenditures while improving the quality of care. ACOs with ideas for a
demonstration project related to obesity should send their ideas to the Innovation Center through
the web portal available at: http:/innovation.cms.gov/Share-Your-Ideas/index.html. Once ideas
are received, the Innovation Center considers the idea along with other ideas received through
the portal to help improve and shape the Innovation Center’s work on an ongoing basis.

38. Could these demonstrations include access to and coverage of FDA-approved
therapies for obesity?

Answer: We have not heard from ACO participants that alternative coverage policies of FDA-
approved therapies for obesity are needed. We would be happy to review any additional

information available.

Comprehensive Primary Care Initiative

Under your Comprehensive Primary Care initiative, you note the desire fo provide
"individualized, enhanced care for patients living with multiple chronic diseases and
higher needs".

39. In your opinion, would decreasing the prevalence of chronic conditions produce savings in
Medicare?

Answer: The goal of the Comprehensive Primary Care initiative is to test whether a set of
comprehensive primary care functions, coupled with payment reform, use of data to guide
improvement, and meaningful use of health information technology can enhance quality and
reduce expenditures. We think that improving care coordination for beneficiaries with chronic
conditions could lead to Medicare savings.

40. Given the strong correlation between obesity and many chronic conditions, would
CMMI allow access to a full range of treatment options for these Medicare
beneficiaries?

Answer: We have not heard from Comprehensive Primary Care initiative practices that
alternative coverage policies for treatment options for obesity are needed. However, we would
be happy to review any additional information available.
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Quality Standards

There are huge gaps in ACO quality measures to fully assess care. There are no quality
standards for cancer treatment (only cancer screening). There are no quality standards for
stroke. There are no quality standards for Alzheimer’s disease, for Parkinson’s disease, or
for any neurological condition. There are no standards for arthritis. There are other areas
where quality standards are lacking.

41. What steps are you taking to improve your agency’s ability to measure quality of
care provided in ACOs?

Answer: The quality metrics proposed for ACOs and finalized after consideration of public
comments were a careful balance between ensuring that quality of care is maintained while
avoiding imposing an excessive reporting burden on ACOs. In addition to the quality metrics
that must be reported by the ACOs, CMS is also monitoring other data, including measures of
utilization of services, to ensure that ACOs are not avoiding at-risk beneficiaries. In future
rulemaking for the Medicare Shared Savings Program, we anticipate reviewing the selected
quality measures and seeking public comment on other measures that could be used to assess
ACO performance.

Additionally, under the Hospital Inpatient Quality Reporting (IQR) program, there are a wide
variety of measures that hospitals, including hospitals participating in ACOs, must report in
order to receive the full payment update each year, The measure set for the IQR program has
grown as the science of quality measurement has evolved, and some of the measures in the
program include: a stroke measure set, a venous thromboembolism measure set, certain
healthcare-associated infection measures, mortality measures, readmission measures, surgical
care measures, and patient experience of care measures.

42. Will you include an independent assessment by clinical experts?

Answer: The Shared Savings Program final rule describes our efforts to monitor ACOs for
avoidance of at-risk beneficiaries as well as our methods to enforce compliance with the quality
performance standards. Medicare fee-for-service beneficiaries will be surveyed to determine
their satisfaction with ACOs and may also raise issues related to their care to 1-800 Medicare,
the Medicare ombudsman’s office, or quality improvement organizations. In addition, the
Pioneer ACO model will be evaluated to assess the ability of the Pioneer ACOs to enhance
quality and reduce expenditures.

ACE Demonstration

The CMS Acute Care Episode (ACE) Demonstration project has been underway since
2009, and I understand that it has served as the basis for many of the features of the
Bundling Initiative. I am very interested in understanding how this program has had an
impact on the quality of care, access to care and cost for patients participating in this
demonstration.
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43. What has CMS learned now that the project has been underway since 20097

Answer: CMS has learned a number of things since the start of the ACE Demonstration.
Working closely with the Medicare Administrative Contractor, we have developed and tested an
electronic claims processing system for bundled payments which has nationwide applicability.
We have learned that bundling Part A and Part B payments does encourage hospitals and
physicians to work together to improve coordination of care and to increase efficiencies in
service delivery.

44, When will we see some results from the 4-year old ACE bundling demo and the
outstanding gain sharing demos?

Answer: The evaluation of the ACE Demonstration is being completed. Results are expected to
be available later this year. In addition, the evaluation of the Medicare Hospital Gainsharing and
Physician Hospital Collaboration demonstrations are underway. Results are expected late next
year.

45. What impact have these demos had on quality, cost and beneficiary access to
technologies/treatments/procedures?

Answer: While we are secing reductions in costs for both Medicare and participating providers
claim they have reduced their operating costs in the ACE demonstration, standards of care are
being maintained or improved. Physician and beneficiary access to technologies, treatments, and
procedures remains unchanged.

46. Have you evaluated patient access to new treatments in the demonstrations?
Answer: We have no indication that access has in any way been curtailed. Despite the change

in the payment methodology, decisions regarding medical treatment remain the sole
responsibility of the patient’s physician.
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STATEMENT OF HON. ORRIN G. HATCH, RANKING MEMBER
U.S. SENATE COMMITTEE ON FINANCE HEARING OF MARCH 20, 2013
REFORMING THE DELIVERY SYSTEM:
THE CENTER FOR MEDICARE AND MEDICAID INNOVATION

WASHINGTON = U.S. Senator Orrin Hatch {R-Utah)}, Ranking Member of the Senate Finance
Committee, delivered the following opening statement at a committee hearing examining the
role and progress of the new Center for Medicare and Medicaid Innovation {CMMI} within the
Center for Medicare and Medicaid Services (CMS):

i want to thank Senator Baucus for convening this timely and much needed hearing this
morning.

It is no secret that, for many reasons, | did not support the President’s health reform bill.
Despite my long-time interest in reforming our nation’s health care delivery system to reduce
costs and improve quality, | was concerned with the creation of a new bureaucracy known as
the Centers for Medicare and Medicaid innovation (CMMI1} and giving them $10 billion in
taxpayer funds with no strings attached.

We have now held two hearings in the committee where we have heard from the public
and private sectors about interesting ways they are working to improve the delivery of care.

I, for one, wholly support the private sector working among pavers, providers, and
patients to come up with solutions that best fit their communities in order to achieve more
efficient and higher quality results.

t have heard repeatedly from my Democratic colleagues that CMM is tasked with letting
“a thousand flowers bloom.” What | really wonder is if this is simply a euphemism for barely
controlled chaos.

Dr. Giffillan, | dan’t envy your job.

The administration expects you and your staff to overhaul the way health care is
delivered in this country and to do it quickly so that people begin to believe their claims that
Obamacare will save money. However, despite these claims, | am quite confident that
Obamacare will only increase the cost of health care in this country, and | believe the evidence
overwhelmingly supports my position.

With that said, | do think there is merit to trying to change the delivery of care and to
focus on greater coordination of care, reducing hospital admissions, and providing better

outcomes to patients. | am concerned, though, that there is confusion and a clear lack focus at
CMML
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The Government Accountability Office (GAO) reported in November of last year that,
while you have taken steps to coordinate with other offices at CMS, more work needs to be
done to make coordination more systemic. It seems to me that CMM1! would function best if it
would pick a few initiatives — such as accountable care organizations {ACOs) or bundled
payments — and really devote the time to those initiatives to ma*e sure they actually work and
have the intended consequences of lowering costs and increasing quality and efficiency.

Instead, | fear you are trying to do too much at one time.

Coordination among initiatives that have similar goals is something the GAO has
highlighted as a concern.

For example, the Innovation Center’s Partnership for Patients model and CMS's Quality
Improvement program have a similar goal: to reduce the rate of preventable hospital acquired
conditions and 30-day hospital readmissions. Both models contract with organizations to
disseminate interventions to hospitals and perform virtually identical functions.

That sounds like something that could be consolidated.

{ hope that CMM| takes the time to really study the impact of initiatives both while they
are going on and at the end of demonstrations so that we know if they work — and how well
they work — before the initiatives are offered to more providers and patients.

Since the GAO report indicated that, in most cases, it will be three to five years before
CMMI and the taxpayers know if these initiatives achieve their anticipated savings, it is critical
that they be reviewed to determine whether they meet their stated goals. As you know, in the
past, the Congressional Budget Office has shown us that most demonstrations don’t actually
save the taxpayers any money.

Finally, | wanted to raise concerns sbout the number of high salary staff that are
employed by CMMI,

In addition to spending billions on the CMMI projects, GAO noted that nearly half of the
184-plus members of the CMM! staff are paid at the highest levels of the federal pay scale,
which stands in stark contrast to other areas within CMS. | have also heard that CMMi staffers
have state-of-the-art workspaces, including very expensive treadmill desks.

In a post sequester world, where White House tours are being cancelled and Easter egg
hunts are being threatened, you can imagine why American people would take a very cynical

view about federal employees being furnished with thousand dollar treadmill desks.

The federal government absolutely cannot afford to pour money into things that don't
work. Our priority must be very clear: we need to make government as efficient as possible.

We do not need bloated bureaucracies.

We do not need duplication of efforts.
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We do not need an increased morass of regulation and platitudes.

And, we do not need taxpayer dollars being spent so that staff can work at treadmitl
desks.

What we do need is a clear strategic plan to improve quality and reduce costs.
We need specific goals with specific direction to achieve those goals.

We need the right people with expertise in these areas to develop targeted approaches
that can be tried quickly, studied, and assessed for measures of success.

Dr. Gilfitlan, you know that last year, | sent you a letter asking for an accounting of what
your office has been working on, how much money had been spent, and, more importantly,
how that money was spent. it took you more than six months to reply.

Let me repeat that again - six months.

This is entirely unacceptable.

| hope | will have your commitment today that this behavior will not be repeated and all
members of this committee will be given timely and complete responses.

As you can see, | have a number of concerns that | hope can be addressed during today’s
hearing. | want to once again thank the Chairman for convening this hearing today and | look

forward to a robust and informative discussion.

Hith
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Chairman Baucus, Ranking Member Hatch, and other Members of the Committee, we thank you for
holding this important hearing and appreciate the opportunity to submit a statement for the record.
The Roundtable an Critical Care Policy supports the Committee’s commitment to ensuring that the
reforms authorized by the Patient Protection and Affordable Care Act {PPACA} wilt be implemented in a
way that improves the efficiency and effectiveness of our health care system by transforming the way
health care is delivered in this country.

Established in 2009, the Roundtable on Critical Care Policy provides a collaborative forum for leaders in
critical care and public health to forge and advance a common federal policy agenda to improve the
quality, delivery, and efficiency of critical care in the United States.

Critical care medicine is the care of patients whose illnesses or injuries present a significant danger to
life, limb, or argan function and encompasses a wide array of diseases and health issues including
respiratory faiture, shock, severe infection, traumatic injury, burns, neurclogical emergencies, and multi-
system organ failure. The care provided in the intensive care unit {ICU} is highly specialized and complex
due to the extreme severity of iliness of its patient population, often involving multiple disease
processes in different organ systems at the same time. Each year, five million Americans are admitted
into aduit medical, surgical, pediatric, or neo-natal ICUs." Providers of critical care require specialized
training because the care delivered in the ICU is technology-intensive and the outcomes have life or
death conseguences. The high resource usage inherent in the ICU often makes care delivery costly, with
critical care representing 17 percent of all hospital costs and total costs of critical care services in the
U.5. exceeding $121 biflion annually.”

The Center for Medicare and Medicaid Innovation (CMI) was created to facilitate health system
improvements to ensure better health care, better health and reduced costs for beneficiaries. The
Roundtable strongly supports these goals and balieves that the engagement of the critical care
community is essential towards achieving them.

As the Committee moves forward with overseeing the implementation of CMV’s activities and considers

additional policies to strengthen and modernize Medicare and Medicaid, the Roundtable encourages
the Committee to consider proposals focused on improving the delivery of critical care.

(59)
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According to the Government Accountability Office, between 2010 and 2012, CM! distributed
approximately $3.667 billion in demonstration funding.  While during this time frame several important
critical care initiatives—such as those aimed at expanding telemedicine in the ICU— received funding
under the Health Innovation Awards, it appears that less than 1 percent of the funding was directed at
critical care or ICU-focused projects. Given the impact that critical care medicine has on the health care
system, we believe that additional critical care-focused efforts, including CMI-sponsored demonstration
programs, are necessary to achieve additional improvements in the quality and efficiency of this area of
medicine.

Towards that end, we encourage CM! to support a specific initiative focused on testing models of care
aimed at improving the quality and efficiency of care provided to critically ill and injured patients
receiving treatment in the ICU. For instance, demonstrations directed at incorporating value-based
purchasing methodologies, novel informatics, monitoring or other methodologies could improve patient
outcomes and reduce inefficiencies in the delivery of critical care. Advancement of prediction models
could help providers and hospitals to identify patients at high risk for requiring critical care services and
streamline care delivery to prevent unexpected admissions for critical ilinesses. The testing and
adoption of new organizational models in some communities, such as the regionalization of critical care,
could improve triaging to ensure patients are being referred to the hospital and ICU that is most
appropriate.

Moreover, workforce issues continue to challenge the critical care sector. A new study published in the
JAMA-Pediatrics found that “the health of critically ill newborns is endangered by insufficient nurse
staffing,” " and a national survey reported in the Archives of Internal Medicine found that critical care
was one of two specialties with the highest percentage of physician burnout.’ Testing of new staffing
models and ways to deliver high quality, team-based care could lead to improvements in patient care.

Lastly, recognizing that the ICU is one of the primary delivery centers for palliative and end-of-life care,
the Roundtable believes that policy and structural improvements are needed to ensure that at the end
of a patient’s life, he or she receives appropriate care and support. Aligning advanced care with the
goals of patients and family members will improve population health and individual patients’ care. We
strongly support CMI sponsering projects aimed at delivery models of care that seek to provide
individuals and their families with access to tools, resources and services that best meet their advanced
care needs, as well as projects designed to improve transitions and care coordination to and from the
ICU. The Roundtable alsc supports demonstration projects that facilitate the clear communication of
advanced directives and similar plans, which enunciate and enable a patient’s desired course or level of
treatment. We believe that projects aimed at establishing programs such as the Physician Orders for Life
Sustaining Treatment program {POST} would make great strides towards ensuring that patients are
provided with the care that meets their values, goals and preferences.

With the aging of the baby boomer generation and the escalating costs of health care, now more than
ever it is essential that we seek reforms that will ensure that the critical care system is structured to
provide the highest quality, most efficient care. The Roundtable on Critical Care Policy strongly believes
that investments made by CMI—particularly demonstrations aimed at the critically ill and injured—will
not only improve health outcomes, but will also result in significant overall savings to the health care
system. We thank you for your consideration,
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Brandon G. Wilson
11704 Potomac Crossing Way, #34
Fairfax, VA 22030
March 15, 2013

Senate Committee on Finance

Attention: Editorial and Document Section
Rm. SD-219

Dirksen Senate Office Building
‘Washington, DC 20510-6200b

Re: Reforming the Delivery System - The Center on Medicare and Medicaid Innovation
Wednesday, March 20, 2013, 10:00 AM (STATEMENT)

Mr. Chairman:

As reported by the Centers for Medicare and Medicaid Services', through specific transformative
programs in the Affordable Care Act (ACA) and program launched by the Innovation Center,
Health and Human Services (HHS) and CMS are working hard to support physicians, nurses,
hospital systems, and others who have accepted the challenge to develop a new, sustainable
health care system with engaged patients and are rewarded for keeping people well, not simply
delivering more services.

According to CMS?, the Innovation Center was established by section 115A of the Social
Security Act (as added by section 3021 of the ACA). They 'state that Congress created the
Innovation Center for the purpose of testing “innovative payment and service delivery models to
reduce program expenditures...while preserving or enhancing the quality of care” for those
individuals who receive Medicare, Medicaid, or Children’s Health Insurance Program (CHIP)
benefits,

CMS also state that Congress provided the Secretary of HHS with the authority to expand the
scope and duration of a model being tested through rulemaking, including the option of testing
on a nationwide basis. They state that in order for the Secretary to exercise this authority, a
model must either reduce spending without reducing the quality of care, or improve the quality
of care without increasing spending, and must not deny or limit the coverage or provision of any
benefits. Innovation Center is currently focused on the following priorities:

* Developing and testing new payment and service delivery models

* Effectively developing and managing congressionally mandated and authorized
demonstrations and related initiatives,

* Rapidly evaluating results and advancing best practices, and

! Centers for Medicaid and Medicare Services. (2012) One Year of Innovatzon Taking Actcon to Improve Care and
Reduce Costs. Retrieved from; hitp: .Cms.|
Summary-document.pdf

2 Centers for Medicaid and Medicare Services. {2013). About the CMS Innovation Center. Retrieved from:
hitp://innovation.cms.gov/About/index.htmi

® centers for Medicaid and Medicare Services. (2012). Report to Congress December 2012. Retrieved from:
http://innovation.cms.gov/Files/reports/RTC-12-2012 pdf
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*  Engaging a broad range of stakeholders to develop additional models of testing.

According to CMS?, the statute requires that the Secretary of HHS submit to Congress a report
on the Innovation Center’s activities at least once every other year, beginning in 2012, This
report should cover activities between January 1, 2011 and October 31, 2012. According to
CMS, during that time the Innovation Center announced 14 initiatives under the authority of
section 115A of the SSA. Interest in these initiatives has been significant and the level of public
and private engagement has been high. Hundreds of ideas for improvement in care delivery and
payment have been shared with the Innovation Center through its web site, They report that one
initiative, the Health Care Innovation Awards, received almost 3,000 applications.

A written report was submitted to Congress in December of 2012. It is my understanding the
Senate Committee on Finance will now hear testimony from Dr. Richard J. Gilfillan, Director,
Center for Medicare and Medicaid Innovation, Centers for Medicare and Medicaid Services.

Although there is very broad support for the innovation interventions, my hope is that the
Committee will constantly ask the question does innovation make us better off. I urge the
Committee to explicitly define how the benefits and costs will be measured in the innovation
interventions, so that cost-effectiveness research can be considered when determining if the
interventions should be disseminated nationwide.

There are times when increased benefits can also coincide with increased costs. However, in this
case, CMS required an improved quality of care without an increased cost of care, and a rapid
evaluation of results. The Committee should remember that rapid financial innovations can lead
to systematic risk and when programs without a track record expand rapidly, investors and
implementers tend to minimize or underestimate the risks involved. With this, the Committee
also should guard against tightening the regulations in ways that slow innovation. This
Committee indeed faces a balancing act. I applaud your efforts and look forward to witnessing
this hearing and testimony.

O



