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HUMAN SERVICES

Centers for Medicare & Medicaid
Services

42 CFR Part 510
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Medicare Program; Comprehensive
Care for Joint Replacement Payment
Model for Acute Care Hospitals
Furnishing Lower Extremity Joint
Replacement Services

AGENCY: Centers for Medicare &
Medicaid Services (CMS), HHS.
ACTION: Final rule.

SUMMARY: This final rule implements a
new Medicare Part A and B payment
model under section 1115A of the
Social Security Act, called the
Comprehensive Care for Joint
Replacement (CJR) model, in which
acute care hospitals in certain selected
geographic areas will receive
retrospective bundled payments for
episodes of care for lower extremity
joint replacement (LEJR) or
reattachment of a lower extremity. All
related care within 90 days of hospital
discharge from the joint replacement
procedure will be included in the
episode of care. We believe this model
will further our goals in improving the
efficiency and quality of care for
Medicare beneficiaries with these
common medical procedures.

DATES: These regulations are effective
on January 15, 2016, and applicable on
April 1, 2016 when the first model
performance period begins.
FOR FURTHER INFORMATION CONTACT:
Claire Schreiber, Claire.Schreiber@
cms.hhs.gov, 410 786 8939.

Gabriel Scott, Gabriel.Scott@
cms.hhs.gov, 410 786 3928.

SUPPLEMENTARY INFORMATION:
Electronic Access

This Federal Register document is
also available from the Federal Register
online database through Federal Digital
System (FDsys), a service of the U.S.
Government Printing Office. This
database can be accessed via the
internet at http://www.gpo.gov/fdsys/.

Alphabetical List of Acronyms

Because of the many terms to which
we refer by acronym, abbreviation, or
short form in this final rule, we are
listing the acronyms, abbreviations and
short forms used and their
corresponding terms in alphabetical
order.

USA Micropolitan Statistical Area

ACE Acute Care Episode

ACO Accountable Care Organization

APM Alternative Payment Model

ASC Ambulatory Surgical Center

ASPE Assistant Secretary for Planning and
Evaluation

BPCI Bundled Payments for Care
Improvement

CAH Critical Access Hospital

CBSA Core-Based Statistical Area

CCN CMS Certification Number

CFR Code of Federal Regulations

CJR Comprehensive Care for Joint
Replacement

CMHC Community Mental Health Center

CMI Case Mix Index

CMMI Center for Medicare and Medicaid
Innovation

CMP Civil Monetary Penalty

CMS Centers for Medicare & Medicaid
Services

CoPs Conditions of Participation

CPCi Comprehensive Primary Care
Initiative

CPT Current Procedural Terminology

CSA Combined Statistical Area

DME Durable Medical Equipment

DMEPOS Durable Medical Equipment,
Prosthetics, Orthotics, and Supplies

eCQM Electronic Clinical Quality Measures

EFT Electronic funds transfer

ESRD End-Stage Renal Disease

FFS Fee-for-service

GAAP Generally Accepted Accounting
Principles

GEM General Equivalence Mapping

GPCI Geographic Practice Cost Index

HAC Hospital-Acquired Condition

HACRP Hospital-Acquired Condition
Reduction Program

HCAHPS Hospital Consumer Assessment of
Healthcare Providers and Systems

HCC Hierarchical Condition Category

HCPCS Healthcare Common Procedure
Coding System

HHA Home health agency

HHPPS Home Health Prospective Payment
System

HHRG Home Health Resource Group

HHVBP Home Health Value-Based
Purchasing

HIT Health Information Technology

HIQR Hospital Inpatient Quality Reporting

HLMR HCAHPS Linear Mean Roll Up

HOOS Hip Dysfunction and Osteoarthritis
Outcome Score

HOPD Hospital outpatient department

HRR Hospital Referral Region

HRRP Hospital Readmissions Reductions
Program

HVBP Hospital Value Based Purchasing
Program

ICD-9-CM International Classification of
Diseases, 9th Revision, Clinical
Modification

ICD-10-CM International Classification of
Diseases, 10th Revision, Clinical
Modification

IPPS Inpatient Prospective Payment System

IPF Inpatient psychiatric facility

IRF Inpatient rehabilitation facility

KOOS Knee Injury and Osteoarthritis
Outcome Score

LEJR Lower extremity joint replacement

LOS Length of stay

LTCH Long term care hospital

LUPA Low Utilization Payment Adjustment

MAC Medicare Administrative Contractor

MACRA Medicare Access and Chip
Reauthorization Act of 2015

MAPCP Multi-Payer Advanced Primary
Care Practice model

MCC Major Complications or Comorbidities

MCCM Medicare Care Choices Model

MDH Medicare-Dependent Hospital

MedPAC Medicare Payment Advisory
Commission

MIPS Merit-based Incentive Payment
System

MP Malpractice

MPFS Medicare Physician Fee Schedule

MSA Metropolitan Statistical Area

MS-DRG Medical Severity Diagnosis-
Related Group

NPI National Provider Identifier

NPP Nonphysician Practitioner

NPRA Net Payment Reconciliation Amount

NQF National Quality Forum

OCM Oncology Care Model

OPPS Outpatient Prospective Payment
System

PAC Post-Acute Care

PBPM Per Beneficiary Per Month

PE Practice Expense

PGP Physician Group Practice

PHA Partial hip arthroplasty

PPS Prospective Payment System

PRO Patient-Reported Outcome

PROMIS Patient-Reported Outcomes
Measurement Information Systems

PRO-PM Patient-Reported Outcome
Performance Measure

QIO Quality Improvement Organization

RAC Recovery Audit Contractor

RRC Rural Referral Center

RSCR Risk-Standardized Complication Rate

RSRR Risk-Standardized Readmission Rate

RVU Relative Value Unit

SCH Sole Community Hospital

SNF Skilled nursing facility

THA Total hip arthroplasty

TIN Taxpayer identification number

TKA Total knee arthroplasty

TP Target price

VR-12 Veterans Rand 12 Item Health Survey
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I. Executive Summary

A. Purpose

The purpose of this final rule is to
implement a new payment model called
the Comprehensive Care for Joint
Replacement (CJR) model under the
authority of the Center for Medicare and
Medicaid Innovation (CMMI). Section
1115A of the Social Security Act (the
Act) authorizes CMMI to test innovative
payment and service delivery models to
reduce program expenditures while
preserving or enhancing the quality of
care furnished to Medicare, Medicaid,
and Children’s Health Insurance
Program beneficiaries. The intent of the
CJR model is to promote quality and
financial accountability for episodes of
care surrounding a lower-extremity joint
replacement (LEJR) or reattachment of a

lower extremity procedure.? CJR will
test whether bundled payments to acute
care hospitals for LEJR episodes of care
will reduce Medicare expenditures
while preserving or enhancing the
quality of care for Medicare
beneficiaries. We anticipate the CJR
model will benefit Medicare
beneficiaries by improving the
coordination and transition of care,
improving the coordination of items and
services paid for through Medicare Fee-
For-Service (FFS), encouraging more
provider investment in infrastructure
and redesigned care processes for higher
quality and more efficient service
delivery, and incentivizing higher value
care across the inpatient and post-acute
care (PAC) spectrum spanning the
episode of care. We will test the CJR
model for 5 performance periods,
beginning April 1, 2016, and ending
December 31, 2020. Under FFS,
Medicare makes separate payments to
providers and suppliers for the items
and services furnished to a beneficiary
over the course of treatment (an episode
of care). With the amount of payments
dependent on the volume of services
delivered, providers may not have
incentives to invest in quality
improvement and care coordination
activities. As a result, care may be
fragmented, unnecessary, or duplicative.

We have previously used our
statutory authority under section 1115A
of the Act to test bundled payment
models such as the Bundled Payments
for Care Improvement (BPCI) initiative.
Bundled payments, for multiple services
in an episode of care, hold participating
organizations financially accountable
for an episode of care. They also allow
participants to receive payment, in part,
based on the reduction in expenditures
for Medicare arising from their care
redesign efforts.

We believe the CJR model will further
the mission of CMMI and the Secretary’s
goal of increasingly paying for value
rather than for volume,? because it will
promote the alignment of financial and
other incentives for all health care
providers and suppliers caring for a
beneficiary during an LEJR episode. In
the CJR model, the acute care hospital
that is the site of surgery will be held
accountable for spending during the

11n this final rule, we use the term LEJR to refer
to all procedures within the Medicare Severity-
Diagnosis Related Groups (MS-DRGs) we selected
for the model, including reattachment of a lower
extremity, as described in section IIL.B.2.a. of this
final rule.

2 Sylvia Mathews Burwell, HHS Secretary,
Progress Towards Achieving Better Care, Smarter
Spending, Healthier People, http://www.hhs.gov/
blog/2015/01/26/progress-towards-better-care-
smarter-spending-healthier-people.html! (January
26, 2015).

episode of care. Participant hospitals
will be afforded the opportunity to earn
performance-based payments by
appropriately reducing expenditures
and meeting certain quality metrics.
They will also gain access to data and
educational resources to better
understand LEJR patients’ PAC needs
and associated spending. Payment
approaches that reward providers that
assume financial and performance
accountability for a particular episode of
care create incentives for the
implementation and coordination of
care redesign between hospitals and
other providers and suppliers.

The CJR model requires the
participation of hospitals in multiple
geographic areas that might not
otherwise participate in the testing of
bundled payments for episodes of care
for LEJR procedures. Other episode-
based, bundled payment models being
tested by the Centers for Medicare &
Medicaid Services (CMS), such as the
BPCI initiative, are voluntary in nature.
Interested participants must apply to
such models to participate. To date, we
have not tested an episode payment
model with bundled payments in which
providers are required to participate. We
recognize that realizing the full
potential of new payment models will
require the engagement of an even
broader set of providers than have
participated to date, providers who may
only be reached when new payment
models are applied to an entire class of
providers of a service. As such, we are
interested in testing and evaluating the
impact of a bundled payment approach
for LEJR procedures in a variety of
circumstances, especially among those
hospitals that may not otherwise
participate in such a test.

This model will allow CMS to gain
experience with making bundled
payments to hospitals who have a
variety of historic utilization patterns;
different roles within their local
markets; various volumes of services;
different levels of access to financial,
community, or other resources; and
various levels of population and health
provider density including local
variations in the availability and use of
different categories of PAC providers.
We believe that by requiring the
participation of a large number of
hospitals with diverse characteristics,
the CJR model will result in a robust
data set for evaluation of this bundled
payment approach, and will stimulate
the rapid development of new evidence-
based knowledge. Testing the model in
this manner will also allow us to learn
more about patterns of inefficient
utilization of health care services and
how to incentivize the improvement of
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quality for common LEJR procedure
episodes. This learning potentially
could inform future Medicare payment
policy.

This final rule implements a model
focused on episodes of care for LEJR
procedures. We chose LEJR episodes for
the CJR model because as discussed in
depth in section III.C. of this final rule,
these are high-expenditure, high
utilization procedures commonly
furnished to Medicare beneficiaries,3
where significant variation in spending
for procedures is currently observed.
The high volume of episodes and
variation in spending for LEJR
procedures create a significant
opportunity to test and evaluate the CJR
model that specifically focuses on a
defined set of procedures. Moreover,
there is substantial regional variation in
PAC referral patterns and the intensity
of PAC provided for LEJR patients, thus
resulting in significant variation in PAC
expenditures across LEJR episodes
initiated at different hospitals. The CJR
model will enable hospitals to consider
the most appropriate PAC for their LEJR
patients. The CJR model additionally
will offer hospitals the opportunity to
better understand their own processes
with regard to LEJR, as well as the
processes of post-acute providers.
Finally, while many LEJR procedures
are planned, the CJR model will provide
a useful opportunity to identify
efficiencies both for when providers can
plan for LEJR procedures and for when
the procedure must be performed
urgently.

The following is a summary of the
comments received on the proposed
model as a whole, including the
authority for the model and general
comments on CMS’ implementation of
the CJR model at this time and our
responses.

Comment: A commenter stated that
while the proposed rule emphasized the
learning CMS hoped to gain from
implementing and testing the CJR
model, it made inadequate mention of
the potential benefits to beneficiaries,
providers, hospitals, and other
stakeholders. Other commenters

3For example, total hip arthroplasty and total
knee arthroplasty procedures are very high volume
LEJR procedures that together represent the largest
payments for procedures under Medicare. Suter L,
Grady JL, Lin Z et al.: 2013 Measure Updates and
Specifications: Elective Primary Total Hip
Arthroplasty (THA) And/Or Total Knee
Arthroplasty (TKA) All-Cause Unplanned 30-Day
Risk-Standardized Readmission Measure (Version
2.0). 2013. http://www.cms.gov/Medicare/Quality-
Initiatives-Patient-Assessment-Instruments/
HospitalQualityInits/Measure-Methodology.html;
Bozic KJ, Rubash HE, Sculco TP, Berry DJ., An
analysis of Medicare payment policy for total joint
arthroplasty. ] Arthroplasty. Sep 2008; 23(6 Suppl
1):133-138.

contended that bundled payment
models encourage hospitals to engage in
care stinting and potentially stifle
innovation.

Response: We appreciate the
commenters’ concerns. We refer readers
to section IILF. of this final rule for
discussion of monitoring and
beneficiary protections under this
model which we believe will address
the commenters’ concerns about care
stinting. We expect that the CJR model
will benefit not just CMS, but also
beneficiaries, hospitals, and other
providers in the health care system. The
goals of this model are to improve the
quality of care furnished to beneficiaries
and reduce spending during LEJR
episodes. Beneficiaries would directly
benefit from improved care coordination
and care redesign activities that reduce
readmissions and complications rates,
for example, as well as provide an
improved care experience during the
inpatient hospitalization and post-
discharge period. Hospitals also stand to
benefit from the CJR model, in the form
of the opportunity to earn reconciliation
payments if successful under the model,
and a structured incentive to redesign
care processes for beneficiaries
receiving LEJR procedures. For example,
section III.C.11. of this final rule details
waivers of Medicare program rules that
would allow hospitals to test additional
ways to introduce flexibility into care
processes and improve the quality of
care for beneficiaries. In addition,
providers and suppliers across the
spectrum of care provided during an
LEJR episode could also benefit from the
care redesign strategies as well as the
financial arrangements as detailed in
section III.C.10. of this final rule.
Finally, we disagree with commenters
that the CJR model will stifle innovation
for care furnished during an LEJR
episode. We proposed, and are
finalizing in this final rule, a payment
methodology that will account for
changes in care patterns and utilization
trends for LEJR episodes by updating
the historical performance periods used
throughout the model, as described in
section II.C.4. of this final rule. In
addition, the CJR financial incentives
would be consistent with clinical
practices that result in reductions of
spending during LEJR episodes,
allowing hospitals that engage in such
practices to earn reconciliation
payments and engage with other
providers furnishing services during the
episode, as discussed in section II1.C.10.
of this final rule.

Comment: Several commenters
questioned CMS’ legal authority to
require participation in a model.
Commenters stated that CMS lacks the

legal authority to compel participation
in a model, and that CMS misreads
section 1115A(a)(5) of the Act as the
legal basis for compelling providers in
selected Metropolitan Statistical Area
(MSAs) to participate in the CJR model.
A commenter stated that language in the
Act has never been interpreted to afford
the Secretary the authority to compel
provider participation in a Medicare
demonstration project or model, and
that the Congress intended for model
tests to be voluntary, not mandatory,
when authorizing CMS to test new
models. The commenter noted that
requiring providers to participate in a
model that would encompass a
substantial proportion of a particular
service would render the statutory
distinction between testing and
expanding models meaningless. The
commenter also expressed concern
about the model’s potential effect on
beneficiaries’ appeal rights. Several
commenters stated that CMS is
sidestepping the legal safeguards
designed to prevent the Agency from
imposing novel or haphazard models on
providers prior to adequate testing and
evaluation. Commenters also claimed
that CMS had exceeded its statutory
authority because under section 1115A
of the Act, providers are precluded from
appealing their selection in a model,
raising further concern that CMS is
overreaching by requiring participation
in the CJR model. Commenters also
noted that there is no precedent for a
CMS demonstration or model that
requires providers to participate.
Finally, several commenters stated that
CMS has reversed the intended
sequence of testing and then expanding
models.

Response: We disagree with
commenters that we lack the legal
authority to test the CJR model as
proposed and specifically, to require the
participation of selected hospitals. We
note that although CJR will be the first
Innovation Center model in which acute
care hospitals are required to
participate, we refer readers to the 2016
Home Health Prospective Payment
System (HHPS) Final Rule, which
finalizes the Home Health Value-Based
Purchasing (HHVBP) model. Home
health agencies in selected states will be
required to participate in the HHVBP
model beginning in January 2016.

We believe that both section 1115A
and the Secretary’s existing authority to
operate the Medicare program authorize
the CJR model as we have proposed and
are finalizing it. Section 1115A of the
Act authorizes the Secretary to test
payment and service delivery models
intended to reduce Medicare costs while
preserving quality. The statute does not
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require that models be voluntary, but
rather gives the Secretary broad
discretion to design and test models that
meet certain requirements as to
spending and quality. Although section
1115A(b) of the Act describes a number
of payment and service delivery models
that the Secretary may choose to test,
the Secretary is not limited to those
models. Rather, models to be tested
under section 1115A of the Act must
address a defined population for which
there are either deficits in care leading
to poor clinical outcomes or potentially
avoidable expenditures. Here, the CJR
model addresses a defined population
(FFS Medicare beneficiaries undergoing
LEJR procedures) for which there are
potentially avoidable expenditures
(arising from less than optimal care
coordination). For the reasons described
elsewhere in this rule, we have
determined that it is necessary to test
this model among varying types of
hospitals that have not chosen to
voluntarily participate in another
episode payment model such as BPCIL.
As noted elsewhere in this final rule, we
are testing an episode approach for LEJR
episodes through the voluntary BPCI
models. We have designed the CJR
model to require participation by
hospitals in order to avoid the selection
bias inherent to any model in which
providers may choose whether to
participate. Such a design will allow for
testing of how a variety of hospitals will
fare under an episode payment
approach, leading to a more robust
evaluation of the model’s effect on all
types of hospitals. We believe this is the
most prudent approach for the following
reasons. The information gained from
testing of the CJR model will allow CMS
to more comprehensively assess
whether LEJR episode payment models
are appropriate for any potential
national expansion. We will have
evaluation information on results for
providers who are participating in such
models voluntarily (under BPCI) as well
as for hospitals that are required to
participate in CJR. Under CJR, we will
have tested and evaluated such a model
across a wide range of hospitals
representing varying degrees of
experience with episode payment. We
believe it is important to gain
knowledge from a variety of
perspectives in considering whether and
which models merit national expansion.
Thus, the CJR model meets the criteria
required for initial model tests.
Moreover, the Secretary has the
authority to establish regulations to
carry out the administration of
Medicare. Specifically, the Secretary has
authority under both sections 1102 and

1871 of the Act to implement
regulations as necessary to administer
Medicare, including testing this
Medicare payment and service delivery
model. We note that while CJR will be
a model, and not a permanent feature of
the Medicare program, the model will
test different methods for delivering and
paying for services covered under the
Medicare program, which the Secretary
has clear legal authority to regulate. The
proposed rule went into great detail
about the provisions of the proposed
CJR model, enabling the public to fully
understand how the proposed model
was designed and could apply to
affected providers. We acknowledge
section 1115A(d)(2) of the Act, which
states that there shall be no
administrative or judicial review of,
among other things, “the selection of
organizations, sites, or participants to
test. . . models selected,” as well as
the commenter’s concern that this
provision would preclude a participant
hospital from appealing its selection as
a participant in the CJR model.
However, it is precisely because the
model will impose new requirements
upon participant hospitals that we
undertook notice and comment
rulemaking to implement it.

In response to the comment indicating
that we misread section 1115A(a)(5) of
the Act, we believe that the commenter
misunderstood the reference to that
provision in the proposed rule. The
reference to section 1115A(a)(5) of the
Act was made in the context of the
discussion of selecting certain MSAs
within which we will test the model.
We do not rely on section 1115A(a)(5)
of the Act specifically as the authority
for a model in which participation is not
voluntary; rather, as noted previously,
we rely on section 1115A of the Act as
a whole, as well as the Secretary’s
existing authority to carry out her duties
and administer the Medicare program.

We disagree with commenters that
implementing the CJR model will
negatively affect beneficiaries’ appeal
rights. We note that normal claims
processes will continue under this
model, including beneficiary and
provider appeal rights. We also refer
readers to section III.C.9. of this final
rule for discussion of hospital appeals
procedures under the CJR model.

With regard to the comment about
CMS sidestepping safeguards designed
to prevent imposing haphazard models
prior to appropriate vetting and testing,
we reiterate that we have undertaken
rulemaking to solicit comprehensive
public input on all aspects of the CJR
model. In addition, as previously noted,
the CJR model has been designed to
limit selection bias, which will allow for

more robust evaluation results across a
variety of providers.

We note that this is a new model, not
an expansion of an existing model. We
disagree with the commenters who
believe that we have reversed the order
of testing and expansion of Innovation
Center models. As permitted by section
1115A of the Act, we are testing the CJR
model within specified limited
geographic areas. The fact that the
model will require the participation of
certain hospitals does not mean it is not
an initial model test. If the model is
successful such that it meets the
statutory requirements for expansion,
and the Secretary determines that
expansion is warranted, we would
undertake rulemaking to implement the
expansion, as required by section
1115A(c) of the Act.

Comment: Several commenters
questioned how the proposed CJR
model relates to the potential for
expansion of BPCI. Commenters also
noted that CMS included language in
the FY 2016 IPPS/LTCH PPS proposed
rule requesting public input on an
eventual expansion of BPCI.

Response: CMMTI’s three major
priorities include testing new payment
and service delivery models, evaluating
results and advancing best practices,
and engaging stakeholders. Since 2011,
we have been working to develop and
test models of bundling Medicare
payments under the authority of section
1115A of the Act. Consistent with its
ongoing commitment to develop new
models and refine existing models based
on additional information and
experience, we may modify existing
models or test additional models under
our authority under section 1115A of
the Act. The CJR model is a new,
additional episode payment model
being tested under the authority of
section 1115A of the Act. As such, it is
not an expansion of the BPCI initiative,
which needs further evaluation to
determine its impact on both Medicare
cost and quality before the Secretary can
determine whether the findings from the
evaluation of the initiative demonstrate
that it meets all criteria for expansion,
consistent with the requirements of
section 1115A(c) of the Act, and that,
based on these findings and other
pertinent factors, expansion is
warranted.

In the FY 2016 IPPS/LTCH PPS
proposed rule (80 FR 24414 through
24418), we solicited public comments
regarding policy and operational issues
related to a potential expansion of the
BPClI initiative in the future. We
explained that as w