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Overview 
Hip and knee replacement surgeries are two of the most commonly performed operations in the US. From 2000 to 2005 there was a 70 percent increase in hip and knee replacements, resulting in approximately 750,000 hip and knee replacements performed in 2005.  Demand is expected to continue to rise—by 2030, hip replacements are projected to almost double and knee replacements are projected to increase by more than 600 percent.
 Experts predict as the number of these procedures continues to grow, almost 4 million replacement surgeries will be performed in 2030 alone.  As one of the top-ten commonly performed procedures, hip and knee replacement surgeries are one of the most rapidly increasing inpatient costs for private insurance as well.
  In 2004, the aggregate costs were $6.3 billion for knee replacement and $5.3 billion for hip replacement.  Medicare pays an average of $15,000 per knee replacement.  Total hip or knee replacement costs an average of $21,978 and $21,622 respectively in the private sector.
  Like with so many procedures in health care, there is wide variation in prices too, depending on the provider.  As both the demand and cost for hip and knee replacement surgeries grow, both the cost of the procedures and the large variation in price will continue to be critical issues for purchasers, payers, and patients.
To address these looming issues, CPR studied potential benefit design and innovative payment models and sought expertise from outside experts, including providers, purchasers, payment innovators, and national experts, among others.  CPR’s goal is to provide tools to purchasers seeking to implement innovative payment models related to hip and knee procedures that address both quality and cost predictability.    
To support purchasers as they test new strategies such as bundled payments for hips and knees, CPR has developed this How-To Guide.  This guide includes background information and tools purchasers can use to implement a bundled payment program, so that such a program can be tailored to reflect their specific needs and relationships with plans and providers. 
While this guide provides a framework, we acknowledge there are other well-recognized bundled payment programs for hip and knee replacements like Prometheus and the Integrated Healthcare Association’s knee episode and hip episode.  We encourage purchasers to review multiple approaches.  Attached for your reference is a side-by-side comparison of various hip and knee bundled payment programs.
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Regardless of the bundled payment model a purchaser decides to use, this guide provides important context and turnkey tools that can be used in the process of designing a program.    
How to Use this Guide

The information in this guide is intended primarily for self-funded purchasers of health care interested in understanding more about implementing a total joint replacement (TJR) bundled payment program.  This guide outlines multiple steps and corresponding tools for purchasers to use in a pilot.  

	Step
	Tools and Guidance
	Index

	1. Assessing and sizing the opportunity
	Recommended claims data analysis to assess the potential opportunity and determine potential value.
	Appendix A

	2. Building your strategy
	Description of CPR’s bundled payment program, determining a target price and a benefit design strategy, understanding roles. 
	Appendices B, C, D

	3. Questionnaires/ Requesting Proposals (RFP) and assessing responses
	Model Questionnaire and RFP for both health plans and providers to assess their capabilities. 

	Embedded in Step 3



	4. Contracting with plans or providers
	Model contracts for use with providers or plans for a TJR bundled payment program.  The model contracts are intended as a starting point for final contracts that will be individually tailored and negotiated to reflect specific circumstances. 
	Embedded in Step 4



	5. Monitoring the program’s progress and impact
	A list of program and provider measures that can be used to evaluate the program and assess provider performance. 
	Appendix E


This guide and the tools described above are flexible and intended to be used in at least three different ways: 

1. Engaging in a TJR bundled payment program directly with a health plan/administrator;

2. Engaging in a TJR bundled payment program directly with providers; or

3. Engaging in a TJR bundled payment program in a defined geographic area where other CPR members or other employer-purchasers independently determine their needs and may also contract with providers for a TJR bundled payment program. 

Disclaimer:  Engaging in a bundled payment program will likely result in individual specific negotiations on various provisions.  CPR is not providing advice or direction on how to address these specific negotiations.  The tools provided in this guide are provided for information purposes only.  Before any decisions are made as to whether to use these tools in whole or in part and to understand the legal implications of doing so, purchasers should consult with a qualified legal professional for specific legal advice tailored to the situation. 

Step 1: Using Claims Experience to Assess and Size the Opportunity
Purchasers considering a TJR bundled payment program must examine their own claims data to determine if investing in this program will address priority quality improvement and cost containment needs, and has the potential to lower costs and improve quality in a given market.  Claims data analysis will allow a purchaser to see geographic trends or outliers that can lead to identifying which market(s) to target for a pilot.  
Appendix A provides list of data to collect and analyze to assess where and under what circumstances a program might have value, including: the number of patients in an employee population that have such procedures in a given year (the volume); the amount paid per patient per procedure; and the number of cases by physician and hospital, etc. 
Step 2: Building a Strategy 

A. Description of the TJR Bundled Payment Program
Once a purchaser has assessed its claims experience and determined that a bundled payment strategy may help improve cost and quality for hip and knee replacements, the next step is thinking through the strategic approach.  CPR has created an approach that is intended to improve the quality and cost effectiveness of care for the purchaser’s employees and dependents.  Definitions of terms can be found in Appendix C. CPR’s model bundled payment program includes:

	Title
	Description

Italicized words are defined in Appendix C
	Appendix

	Recommended Term of Pilot
	Three year contract with a provider. 
	NA

	General Description

	The bundled payment program is for total hip and knee replacements and includes bundled payment (including a 90-day warranty), and specifies ongoing program performance evaluation and provider quality metrics. The program focuses on and uses DRG 469/470 as a starting point, as outlined in Appendix B. 
	Appendix B – Illustration and specific codes of the bundle

	Care Bundle
	A Care Bundle of total knee or total hip replacement for patients with degenerative osteoarthritis that includes Covered Services appropriate for diagnosis, treatment, and follow-up care for Reference Procedures, and includes related complications arising during the stay for Care Bundle. 
	Appendix B  - Illustration of bundle, specific codes, detailed procedures

	Warranty

	A performance Warranty for known and unforeseen clinical services related to the Reference Procedure for a period of 90 days following discharge from the facility for the reference procedure. There are two options outlined:
1. A basic warranty includes rework for all complications such as repair, revisions, and modifications of the implant or original procedure and routine care follow up.
2. The parties may mutually agree to a full warranty service package beyond what is described in the basic warranty that includes all additional post-operative professional, facility, ancillary, and transportation costs associated with skilled, inpatient rehabilitation, or home health care services (post-acute) for an additional negotiated fee.
	Appendix B – Excel file of detailed procedures covered under either warranty



	Exclusions
	Ideally, no patients should be excluded from the program.  However, it is unlikely that any providers will take on the full risk of all patients.  Therefore, purchasers should expect providers to negotiate certain patient exclusions from the program.  Such exclusions might include obesity or high body mass index (BMI), osteoarthritis, Multiple Sclerosis, cancer diagnoses, etc.  Providers may negotiate the exclusions in terms of patient eligibility to the program, or they may negotiate exclusions related to the warranty and services covered during the warranty period.  The more exclusions there are, the fewer patients will be eligible, resulting in reduced potential savings from the program.  
	See Exhibit B in Model Contract Language Attachment

	Benefit Design
	A benefit model should seek to provide value to all participants:  to the purchaser in the form of lower costs; to the provider in the form of increased volume; and to the enrollees in the form of information, support, improved clinical outcomes, and improved coverage for the services and procedures contained in the bundle. 
	Appendix D – Illustration of Benefit Design Continuum

	Quality Metrics
	The establishment of a set of Program Performance Evaluation metrics and Provider Quality Metrics will serve as a guide for both parties to measure and monitor the overall quality, cost effectiveness, and performance of the Bundled Payment Program over the term of the agreement.

Program Performance Evaluation Metrics:   The domains and measures listed in Appendix E are the minimum measures on which the program should be evaluated.  Providers participating in the program should report these metrics to the health plan/TPA/purchaser on a quarterly and annual basis.  When used with the accompanying model contract language, failure to meet one, some, or all of these metrics is grounds for termination of the agreement.   
Provider Quality Metrics: The domains and measures listed in Appendix E are the minimum measures on which a provider participating in the program should be evaluated and report to the health plan/TPA/purchaser on a quarterly and annual basis.  When used with the accompanying model contract language, failure to meet one, some, or all of these metrics is grounds for termination of the agreement.  
	Appendix E - Quarterly and Annual Reporting on Program and Provider Metrics



	Payment Method
	A transition in payment from fee-for-service for individual services to a bundled price.   
	See Steps 2 B and 3


B. Determine a Target Price Range 

One of the goals of pursuing a TJR bundled payment arrangement is for the employer to have more predictable and lower costs.  Based on the information collected and analyzed in Step 1, a target price can be established.  To achieve overall savings, CPR recommends that the target bundled price be less than the average current costs for the total joint episode for a specific medical group or facility.  As a purchaser defines a price for the set of services under the pilot, a reasonable beginning strategy is to start the price negotiation below the current mean payment for the associated DRGs for the procedures in the target price for the provider group or facility partner.  Ultimately, the purchaser will want to settle on a price at the lower boundary of one standard deviation to the mean for the physician group or facility (i.e. not the market mean).  Another factor to consider is the inclusion of a basic or full warranty as a part of the agreed price. 

C. Understanding the Market: Payment Method Follows the Capacity of the Delivery System

When it comes to implementing bundled payments, purchasers must consider the capabilities of the providers and TPAs in the market.  The following outlines two payment approaches for this bundled payment program.  The preferred approach is one in which a target price is agreed to by both parties and the provider assumes full financial risk for the cost of services included in the bundle (including services in the warranty period).  Another approach is to have both the provider and purchaser agree to a target price, as well as a methodology for sharing in any gains or losses in the first two years of the program and move to full risk in the third year. 

The preferred approach recognizes that some providers are more experienced at taking full risk and can engage in that approach right away.  These providers are more likely to be centralized and vertically integrated.  The alternative approach is for markets where providers are more disparate, decentralized, and less organized.  In these markets, a shared savings approach may have to be considered as the first step. The delivery system may be willing but lacks the ability or experience to implement a full risk bundled payment arrangement immediately.  Sharing risk in the first two years of the pilot allows the market to change at a pace that reflects the providers’ capabilities.  

D. Select A Benefit Design Strategy

Purchasers who determine there are savings and quality improvements to be made in the area of joint replacements need to assess their current benefit strategy and how best to align it with a TJR bundled payment program.    

Benefit design strategies can greatly impact potential cost savings and quality improvement; the more employees choose high-quality providers who accept bundled payment, the greater the potential.  Key considerations for employers and other purchasers include: culture around employee choice; level of internal resources; and how modest or aggressive the purchaser wants to be in seeking cost savings.  

A purchaser has several benefit design options from which to choose.  Recommended options include: 

1. A Center of Excellence (COE) Only Benefit:  Under this benefit design, patients are referred to a COE for evaluation and determination regarding whether they are candidates for a knee or hip replacement.  If an individual is a candidate, the benefit is covered and the provider is paid a bundled payment.  If an individual is not a candidate, there is no insurance benefit for the procedure at any facility.         
2. Reference Pricing:  Under reference pricing, a benefit price is established for a set of services.  Some providers will bill at or below the reference price; some providers will bill above the reference price.   With appropriate price and quality transparency, the patient can decide if he/she wants to go to a provider that will meet or beat the reference price.  If the patient seeks care from a provider charging more than the reference price, he/she is responsible for the amount above the reference price.  With reference pricing, there are generally more providers from which patients can choose than under a COE benefit strategy.   
3. Creating Meaningful Benefit Incentives:  Other benefit designs that create financial incentives for consumers to choose care from providers accepting bundled payment, such as a significant coinsurance differential between bundled payment providers and non-bundled payment providers, or waiving of a deductible or other member cost-sharing significant to the member, are also options.  These approaches give the patient a broad choice of providers and some financial incentive – in the form of lower cost-sharing – to seek care from a provider participating in the bundled payment program.  However, to create enough “steerage” to these providers, the incentives will have to be significant; providers may think twice about participating in bundled payment if patients still have a broad choice of providers.  
Purchasers are likely to be more successful at getting providers to accept bundled payment if providers can expect greater patient volume when they do.  To achieve maximum savings and better patient outcomes by driving volume to high-value providers, CPR recommends benefit design approaches that create incentives for enrollees to seek care from them.  Options 1 and 2 above are examples of benefit designs that are more likely to yield higher results than those strategies that offer modest benefit design differentials between a bundled payment provider and a non-bundled payment provider.  In the end, determining your benefit design strategy comes first; designing and developing the network will follow. 

Employee education and benefit designs that either encourage or require the use of treatment decision support (TDS) tools can help consumers feel better about their treatment decisions and prepare them for more aggressive benefit strategies that steer patients toward certain providers.  On its own, however, TDS is unlikely to shift volume significantly to providers accepting bundled payment. 
See Appendix D for an illustration of the spectrum of all benefit design strategies.  Also for reference is a paper prepared by CPR and the Health Care Incentives Improvement Institute that describes how pairing bundled payment and reference pricing can positively change market dynamics.  
E. Determine approach: direct-to-providers or through a contracted health plan

There are key questions a purchaser should ask internally to determine the approach that best suits its needs.  Three factors are most likely to drive the decision of whether to contract directly with providers or to work through an existing health plan or TPA:  

1. Is the purchaser interested in working directly with the delivery system to implement innovation? 

2. How flexible and willing is the health plan to engage in a pilot on the purchaser’s behalf? 

3. What resources will the purchaser be able to dedicate to the pilot, as running pilots directly are time intensive? 

There are certainly other issues to consider, but the purchaser’s answers to these questions will drive its approach in the remaining steps.  

Step 3: Fielding a Request for Proposal (RFP) and Assessing Responses

A. Understanding Roles and Duties of the Parties
Under Step 2-E, a purchaser has assessed which approach it should take; either direct-to-provider or through a contracted health plan.  Regardless of the approach, all three parties must take on key duties to ensure the success of the program.   Prior to engaging in the RFP process, it is important for purchasers to understand their role and duties in the program and the roles/duties of their partners. 

ROLES AND DUTIES OF PARTIES

	Purchaser Role/Duties
	Plan Role/Duties
	Provider Role/Duties

	· Presenting a clear scope of the program, including the definition of the bundle, the time period of the program (e.g. three years), the savings expectations, the quality thresholds or improvement expectations; 

· Identifying a bundled payment based on previous payment data with defined payment limits with fixed payments on a prospective or retrospective basis;

· Offering a COE or reference price benefit design for hip/knee replacements.

· Presenting clear criteria providers must meet to be considered eligible partners in the program;

· Understanding the health plan/TPA/case manager’s (aka “vendor”) readiness for implementing a program;

· Preparing and disseminating employee communications; 

· Monitoring the program results on an ongoing basis;

· Evaluating the longer-term results in partnership with any vendor. 


	· Referring to Provider with clear documentation for Covered and Eligible Person for Evaluation;
· Implementing a COE or reference pricing benefit for the Reference Procedures and communication strategy to membership;  
· Identifying Health Coach
,  and Claims Payment Agent to work with Provider in the implementation and operationalization of this program;
· Establishing the credentialing standards necessary for Providers participating in the Program;
· Processing bundled payment claims;

· Providing complete claims data for Covered and Eligible Persons treated by Provider to Provider on a quarterly and annual basis through a joint review of Program with Provider;  
· Creating and maintaining a list of facilities, surgeons, anesthesiologists, DME providers, and other Professionals that participate in the Plan’s contracted network inclusive of National Provider Identifier (NPI), license, credentialing status, and current contract status with Plan; 

· The health plan or TPA needs to follow the provider selection criteria along with any other well-tested criteria agreed to by the purchaser.  
	· Performing the services and procedures to the best of their abilities;

· Creating and maintaining a list of facilities, surgeons, anesthesiologists, DME providers, and other Professionals that participate in Provider’s subcontracted network inclusive of National Provider Identifier (NPI), license, credentialing status, and current contract status with Plan; 

· Creating and maintaining a list of indications and contra-indications for acceptance of patients to Program; 

· Assuring all providers of care that are party to this Care Bundle and Warranty meet and comply with Plan’s credentialing standards; 

· Providing summary of intake and workflows and communication to the Plan
;

· Coordinating the care for the Covered and Eligible Person including the pre-care, acute care and post-acute phases of care for the Care Bundle8;

· Selecting and demonstrating compliance with Provider Quality Metrics;
· Aggregating all claims from Provider and Affiliated Providers into a single claim file and summary and invoice for Plan payment7; 
· Participating in the quarterly and annual joint review of Program with Plan.  The review process will include a review of the Program and Provider Quality Metrics.


B. RFP Dissemination
Once the purchaser has determined its approach (through health plan or direct-to-provider) and understands the duties and responsibilities of the parties, the next step is to test the waters on the program and either talk with the benefit administrator or field a Request for Proposal (RFP).  

Attached are two models purchasers can use:

· A Questionnaire for a purchaser’s contracted health plan to assess its interest and capabilities

· A RFP for providers to assess their interest and capabilities

Health Plan Questionnaire: Assessing Health Plan Capabilities 
If a purchaser prefers to implement a TJR bundled payment program in partnership with an existing health plan partner or TPA, the purchaser must assess the health plan’s or TPA’s ability to execute on their duties and set the expectations of the partnership.  To do this assessment, the purchaser can ask specific questions of its current health plan or benefit administrator using the attached questionnaire. 
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Provider RFP:  Assessing Provider Partner Capabilities 
The model provider RFP provides key questions for providers about their ability to meet certain criteria (see below), which have implications for their viability as a partner.  

	Criteria
	Description

	Recognitions 
	Providers may be recognized for excellence by nationally recognized organizations.  Examples of inpatient recognition programs include: Joint Commission, Consumer Reports, Truven Top 100, US News and World Reports, health plan programs (e.g. Aetna, Anthem, UnitedHealthcare, etc.), Health Grades, Hospital Compare, The Leapfrog Group, etc.  While these are helpful indictors for differentiation, purchasers must also look closely at core metrics.   

	Volume 
	The provider should have procedure volume of > 300 TKR and > 300 THR per year and at least two surgeons with high volume of more than 200 per year.

	Complication Rates
	The provider should demonstrate excellence through low complication rates.

	Access
	The provider should allow 24/7 access to hospitalists, ICU, ER, key labs, and imaging.

	Data and Registries
	The provider should currently participate in an orthopedic clinical registry or have plans to do so within six months.

	Reporting
	The provider should be willing to share requested data at the facility level and at the de-identified physician level under a non-disclosure agreement.

	Clinical Programs
	The provider should be capable of the following: 

· Determining a TJR is medically necessary

· Offering a shared-decision making program 

· Implementing processes for mitigating post-op risks (e.g., drains, Deep Vein Thrombosis prophylaxis, falls, popliteal artery rupture)

· Following pain management protocols (with limited patient-controlled analgesia)

	Payment Innovations
	The provider should agree to engage in a bundled payment plus warranty methodology, moving to prospective payment at the beginning of year three of a three-year agreement.
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Depending on the geographic area, a purchaser may already have a strong sense of who will meet the criteria and with whom it should partner.  Under those circumstances, the purchaser can send the RFP directly to that provider.  Alternatively, if a purchaser is in a geographic area with competing entities likely to meet the minimum criteria, the purchaser can send the RFP to multiple providers and compare their responses.  

Both the Questionnaire and RFP include core specifications and questions purchasers should ask, but purchasers can customize either to meet unique needs.
C. Assessing the responses and identifying providers with whom to engage in a negotiation

Once the purchaser has received responses to the RFP and has assessed and compared them, the purchaser can zero in on potential plan and provider partners, conduct site visits, ask questions specific to the RFP responses and market conditions, and ultimately enter into a contract.  Engaging in a dialogue and conducting on-site reviews are instrumental as purchasers seek to understand in detail the current capabilities, processes, and programs available to be implemented through the bundled payment program.  CPR strongly encourages purchasers seeking to implement a pilot to conduct such visits and can assist with evaluating the responses to determine potential partners and assist with site visit questions. 

Step 4: Contracting with Plans and Providers 
Under Step 3-B, the purchaser decides either to field a RFP to a health plan or to providers directly.  Depending on the approach taken under that step, the purchaser will select either the Model A health plan contract or the Model B provider contract.  These models are intended to provide possible starting points for final contracts that will need to be individually tailored and negotiated to reflect specific circumstances.
Model A Health Plan Contract: Attached is a model contract to execute the bundled payment program through the health plan or TPA.  The model contract is a standalone contract that can also serve as an amendment to an existing contract with some modifications.
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Model B Provider Contract: Attached is a model contract to use with providers.  It is written and designed to be used directly between a purchaser and a provider.  Additionally, the provider model contract can be given to a health plan/TPA if the purchaser has delegated negotiations with providers for the bundled payment program to the health plan. 
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Step 5: Monitoring the Program’s Progress and Impact
A. Quarterly Evaluation on Progress 

Unless otherwise specified in a final contract, CPR recommends the parties discuss program results and provider evaluation metrics (Appendix E) on a quarterly basis.  Program and provider metrics and targets should be updated accordingly. 

B. Annual Program Evaluation and Assessment of the Dashboard

Unless otherwise specified in a final contract, CPR recommends the parties meet annually to review and assess the performance of the program along with provider metrics (Appendix E), evaluating them for their relevance and updating them accordingly.  
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Appendix A: Evaluation of Claims Data
Assemble paid claims data for the last 3 years  

· Claims data should include the complete claims paid and run out – a six-month look back (date of last procedure to date of pull) is suggested at a minimum

Organize data set by patient and by ICD procedure code to include:

· Dates of services for the procedure: group claims for not less than 90 days following the end date of service field.  Example: discharge date is 1/30/2013.  Gather all claims for that patient through 4/30/2013. 

· Physician number and name, as well as all professional services tied to that procedure (often aggregated by date of service).

· Hospital or outpatient facility claims, including MS-DRG classification.

· DME claims (v-codes, dates of service, paid amount).

· Skilled nursing claims (dates of service, paid claims). 

· Rehabilitation claims (dates of service, diagnosis, and paid claims). 

· Home health (dates of service, 90 days following date of the procedure).

· All admissions to hospital for a period of 90 days following the date of the procedure. 

After grouping the claims, discard any admissions that do not have the target ICD-9 claims in position 1-5 on the diagnosis field of the claim.  These admissions would be considered not related and outside of the bundle. 

Working with an analyst familiar with claims data and merging data sets (e.g. combine Medical and Rx data, which are often from two data sources and need to be merged into a single file), will be most effective. 

Analytics: Organize the cleaned and grouped data to understand the following behavior

· Total number of unique patients and paid amount per patient by year. 

· Number of cases by physician. 

· Number of cases by hospital. 

· Clustering of claims.  Example: DRG concentrations – 470.

· Establish a DRG norm.  Understand length of stay (LOS) and understand median, standard deviation within the DRG. 

Appendix B – Illustration of Bundle Episode with Warranty Options

Employers’ approaches and strategies vary greatly.  As such, during the bundled payment program planning process, purchasers will need to determine the method by which patients are selected or identified as candidates for the program (See “Pre-Evaluation Screen” below).  The selection process may be done through existing structures, (e.g. health coaches) or other programs that a plan offers.  However, the bundled payment program could also be designed to have the selected bundled payment provider take on the role of identifying candidates.  CPR is not making a recommendation on who makes the determination or when the determination is made because this strategy can vary by purchaser but it is an important part of the bundled payment program design that the purchaser needs to consider. 
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Appendix B – Continued

Bundle Details- Specified ICD-9* Codes Included in the Bundle

This bundled payment program is focused on the following DRG, CPT, and ICD-9 Codes.  More sophisticated procedure code claim identification is available (e.g. Prometheus) for those entities that are capable of that level of detailed analysis.  In general, however, the marketplace at large – including providers, payers, and purchasers - is looking at bundled payment from the DRG, CPT, and ICD-9 code perspective.  Purchasers looking to implement a bundled payment program should attempt to meet providers where they are; aligning to these high-level codes is a good starting point.
	INPATIENT
	OUTPATIENT

	DRG:
Episode must map to one of these DRGs.
· 469 – Major Joint Replacement or reattachment of lower extremity with Major Complications/Comorbidities (MCC)
· 470- Major Joint Replacement or reattachment of lower extremity without MCC 


	Index Procedure Code:
This procedure must exist to trigger the episode.
CPT:
· 27447—Arthroplasty, knee condyle and plateau, medical and lateral compartments
ICD-9 Px:
· Knee Replacement  -  ICD9 Procedure Codes - Primary or Secondary - 81.54 (TKR) + 81.55 (Replacement Other) Combined

	DRG:
Episode must map to one of these DRGs.
· 469 – Major Joint Replacement or reattachment of lower extremity w/MCC

· 470- Major Joint Replacement or reattachment of lower extremity without MCC 


	Index Procedure Code:
This procedure must exist to trigger the episode. CPT:
· 27130—Arthroplasty, acetabular and proximal femoral prosthetic replacement (total hip arthroplasty), with or without autograft or allograft, or

· 27125—Hemiarthroplasty, hip, partial (e.g. femoral stem prosthesis, bipolar arthroplasty) (when performed for reasons other than fracture)
ICD-9 Px:
· 81.51—Total hip replacement
· 81.52—Partial hip replacement (when performed for reasons other than fracture)
· 00.85—Resurfacing hip, total, acetabulum and femoral head
· 00.86—Resurfacing hip, partial, femoral head


The embedded file details the bundle by phase of care, provider, facility, prescription, patient accommodations and exclusions.
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*ICD-9 Codes should be used until such time as the ICD-10 Codes are in use (anticipated Fall 2014).  At that time, codes should be updated to reflect the ICD-10 Code framework.  
Appendix C: Definitions
Acceptance or Non-Acceptance to Program – formal notification issued by Provider to Plan following clinical evaluation that Covered and Eligible Person meets or does not meet indications/contra-indications for Care Bundle and Warranty. This notice would be shared with all subcontractors to Care Bundle and Warranty.   

Affiliated Providers – includes all providers that are affiliated with this Care Bundle that have subcontracted with Provider and signed sub-agreements that include the following elements: agreement to perform their respective service role consistent with standard of care; agreement to fully participate in clinical care coordination; agreement to participate actively in the quality review process;  agreement to accept payment in full for services from Provider; agreement to administrative claims management consistent with terms of this Agreement; and agreement with Members to hold harmless and not seek additional payment from patients under services associated with this Care Bundle.

Care Bundle and Warranty – includes all professional and facility and coordination services associated with clinical evaluation, treatment and care planning for the indicated clinical procedure for the Covered and Eligible Person. The Care Bundle is inclusive of the Evaluation, Treatment, and Warranty period (See Appendix B). 

Claims Payment Agent - an agent of the Plan that coordinates the receipt, adjudication, claims payment and reporting of medical claims. 

Completed Episode – consists of a Care Bundle and Warranty period that is 120 consecutive calendar days following date of discharge from the Treatment phase. 
Covered and Eligible Person - is considered an individual who is covered by Plan’s health benefit plan and meets administrative Eligibility requirements for coverage in that benefit plan at the time of the referral to the Provider for clinical evaluation for consideration to be a candidate for the Program.
Covered Services – includes services, treatments, and supplies, including the implant, covered under members’ health benefit plan. 
Evaluation – all professional and technical services necessary to evaluate the Covered and Eligible Person for clinical indications and admission to Care Bundle program up to 60 days prior to the date of service for the Treatment phase of care.  Services and associated costs include but are not limited to professional assessment, diagnostic imaging, and review of prior medical history and assessment of post-operative care and support capabilities that are consistent with Provider’s evaluation protocol.

Health Coach - an agent of the Plan that facilitates and communicates to all parties (Member, Plan, and Provider) the determination of benefit Eligibility, any appropriateness review, authorization of benefit coverage approval, supports case management, and care coordination. 

Program Performance Metrics - set of defined metrics by Plan that measure program value and include cost, overall quality, frequency of services, patient satisfaction, and overall financial value. Program Performance Metrics will be shared between Provider and Plan to demonstrate transparent value to both parties (Appendix E). 

Provider Quality Metrics - set of defined metrics that Plan and Provider agree upon that measure patient process of care and outcomes, including adverse events, system improvements as well as patient functional status and satisfaction.  Provider Quality Metrics will be shared with Plan on a quarterly and annual basis and subsequently with enrollees of Plan as they assess selection of care providers (Appendix E). 
Reference Procedure - list of procedures included in Care Bundle and Warranty by ICD9 CM code listed by rollup MS-DRG.  (Appendix B)  

Stop Loss Day Limit - a defined number of combined inpatient days during the Treatment or Warranty phases of care.  Patients that require inpatient care beyond the Stop Loss Day Limit will be eligible for Stop Loss Per Diem.

Stop Loss Per Diem - a single per diem payment to Provider for days of inpatient care beyond the Stop Loss Day Limit which is in addition to the Care Bundle payment, and which shall include all professional, technical, ancillary, and facility services necessary to evaluate, treat, and stabilize the Covered and Eligible Person for the indicated procedure on an inpatient basis during the Care Bundle. 

Treatment - includes all professional, technical, facility services necessary to evaluate, treat, and stabilize the Covered and Eligible Person for the indicated procedure.  The Treatment phase includes pre-admission testing, surgery and implant cost, professional costs for all services including surgeon, anesthesia, pharmacy, and all professional clinical services called on to consult during Treatment, inpatient, outpatient, medical hotel, post-operative recovery, Intensive Care Unit (ICU), Critical Care Unit (CCU) (including all levels) care concurrent with the surgical procedure and prior to discharge from program and subject to a maximum Stop Loss Day Limit. (Appendix B)

Warranty – includes all professional, technical, inpatient, outpatient, and rehabilitative services necessary to repair, revise, and rehabilitate the Covered and Eligible Person for the indicated procedure following discharge from Treatment and up to and including the 90th day following the date of discharge.  

· Basic Warranty shall be considered a limited warranty and includes professional, technical, inpatient, outpatient services for normal patient post op follow up AND in the event, any repair, revisions, or re-admissions that are medically necessary for patient safety, such as hemorrhage, infection, implant mechanical repair, dislocation, or amendment of the functionality of the implant. Basic Warranty shall include a maximum Stop Loss Day Limit; or  
· Full Warranty includes the services in the Basic Warranty and additional professional, technical, inpatient, outpatient services and costs including inpatient rehabilitation, skilled nursing facility, home healthcare skilled /rehabilitation during the Warranty period.   Full Warranty shall include a maximum Stop loss Day Limit.  
Appendix D: Benefit Design Strategy Continuum

The graphic below provides an illustration of various benefit design strategies ranging from employee education about programs to limited or narrow networks that create strong consumer incentives to make certain provider choices.  Employee education and benefit designs that either encourage or require the use of treatment decision support (TDS) tools can help patients make good treatment decisions and be useful strategies to prepare consumers for more aggressive benefit strategies that steer patients toward certain providers, but they are not sufficient benefit design pairings for bundled payment because TDS alone is unlikely to create enough volume for bundled payment provider partners.   

As described in Step 2-C, benefit strategies such as reference pricing and COEs/narrow networks will likely disrupt employees and may be more complex to implement, but will have a greater capacity to increase volume to providers accepting bundled payment and, thus, to increase savings.  Key considerations for the purchaser are listed below the graphic. 
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Appendix E- Quarterly and Annual Reporting on Program and Provider Metrics
Program Performance Metrics Dashboard

There are many ways to evaluate whether the program itself and provider partners are meeting or exceeding expectations.  Using the measures below, CPR recommends that in the first year of the program, the target should be an improvement over baseline.  In the second and third year of the program, the parties can decide if more specific or higher targets should be met.  
	Domain
	Measures
	Definition
	Performance Target
	YTD Performance

	Surgical Frequency/Volume
	· Total procedures per 1,000 patients
	· # procedures/1,000 patients
	
	

	Utilization
	· Average Length of Stay (ALOS)

· Readmission rates (30,  90 days)
	· Average length of stay

· Number of patients readmitted within 30 and 90 days or less  of hip or knee procedure performed at their facility (not revision of work completed by another facility)
	
	

	Cost
	· Case-mix adjusted total episode costs

· Total employer’s cost compared as a % of Medicare 
	· Total facility cost paid per mix-adjusted patient episode from 30 days prior to surgery (including imaging, labs, physicians services) through total joint replacement episode discharge and discharge through next 30 days (including inpatient and outpatient rehabilitation services, home-based rehabilitation, in home physical therapy, etc.) AND broken out by service category
	
	

	Quality
	· Mortality rate
	· Measures the frequency of occurrence of death in a defined population during a specified interval.  The formula for the mortality of a defined population, over a specified period of time, is: Deaths occurring during a given time period divided by the size of the population among which the deaths occurred.
	
	

	
	· Revision rate (one year)
	· Measures whether patients had no redo procedures within one year after surgery.
	
	

	
	· Post-surgical complication rate (90 day post)
	· Measures whether patients had complications with surgery within 90 days post-surgery. 
	
	

	
	· Prophylactic antibiotic received w/in one hour prior to surgical incision
	· Assesses the percentage of surgical patients who received prophylactic antibiotics within one hour prior to surgical incision. Patients receiving vancomycin or a fluoroquinolone should have the antibiotics initiated within two hours prior to surgery due to the longer infusion time required. 

Numerator: # of surgical patients who received prophylactic antibiotics within one hour prior to surgical incision (two hours if receiving vancomycin or a fluoroquinolone) 

Denominator: All selected surgical patients with no evidence of prior infection
	
	

	Coordination
	· Physical therapy w/in 30 days
	· Measures whether patients received at least one physical therapy session within 30 days after selected surgeries.
	
	

	Functional Status
	· Pre-op scores compared to 30 days post-op 
	Several accepted and proven tools exist.  One functional gain metric from the following list must be selected and administered by contract provider:

· Oxford Knee (14 questions)

· HOOS/KOOS (short)

· Activity of Daily Living 

· SF 36 (pre vs. post)

· Patient satisfaction/ability to demonstrate access and team care from day one through end of the episode
	
	

	Patient Satisfaction/Experience
	· H-CAHPS Discharge Measure 

· H-CAHPS Willingness to Recommend Hospital Measure
	· Patients at each hospital who reported that YES, they were given information about what to do during their recovery at home.
· Patients who reported YES, they would definitely recommend the hospital.
	
	


Provider Quality Metrics:
The domains and measure requirements listed below represent the minimum on which the Provider should report to the health plan/TPA/purchaser on a quarterly and annual basis.  When used with the accompanying model contract language, failure to meet one, some or all of these metrics is grounds for termination of the agreement.  
	Domain
	Requirement
	Met/Not Met 

(select one)

	Participation in Multi-Center Joint Registry


	Provider must participate in a multi-center registry that provides benchmark performance reporting to provider at physician level, and includes patient demographic, implant, and functional outcome.  The provider shall participate in at least one of the following registries:  
· California Joint Replacement Registry (CJRR) 

· American Joint Registry (American Academy of Orthopaedic Surgeons)   
	

	Tracking Adverse Events and Rates


	Provider will track and report to the Plan the following metrics for all Covered and Eligible Persons in the Program:
· Percentage of patients with antibiotic prescribed within three days of date of procedure

· Average length of stay 

· 30 day, 60 day, 90 day post discharge re-admission rate to hospital (includes transfers from rehabilitation facility/skilled nursing facility)

· Infection Rate – all noted surgically-related infections within 30 days 

· Dislocations within 90 days of original procedure date 

· Revision procedures within 90 days of original procedure

· DVT/Embolisms within 90 days of original procedure
	

	Care System Improvement & Performance Based Compensation


	Provider will demonstrate its care system and quality review through the following processes: 

· Providing the charter and membership of Provider’s Quality and Patient Review Process;

· Providing a summary of meetings and agenda and attendance of membership in Quality Review process; and,

· Outlining Quality and Performance Compensation & Incentives made available to Providers and Affiliated Providers under this program.
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� Kurtz S. Projections of primary revision hip and knee arthroplasty in the United States from 2005-2030. Journal of Bone and Joint Surgery 2007; 89(4):780-785. 


� AHRQ, “Procedures with the Most Rapidly Increasing Hospital Costs, 2000–2004,” Statistical Brief no. 28, April 2007, � HYPERLINK "http://www.hcup-us.ahrq.gov/reports/statbriefs.jsp" �http://www.hcup-us.ahrq.gov/reports/statbriefs.jsp�. 


� Healthcare Blue Book


� The warranty is a part of the care bundle and when the care bundle is generally described it is inclusive of the warranty.  The warranty is identified separately here because there are two warranty options; a basic and full warranty.  CPR does not recommend any care bundle that does not include 90-day post-discharge services.   


� Most capitalized words in the table are defined terms in Appendix C. 


� In circumstances where a Purchaser/Plan does not use a “Health Coach” model, the Plan must identify a case manager, care coordinator, and/or other Member navigator to carry out the duties outlined in the sub-bullets. 


� Because bundled payment is not widely used, it is likely that claims processing for plans and claims submission for providers are not standardized or automated and are largely manual processes.  As purchasers review RFPs and assess plan capabilities, it is very important to understand in detail the claims submission and claims adjudication process.    


� It is important in the program vetting process that employers also understand concierge and/or patient coordination capabilities.  This includes understanding the details of patient intake, coordination of ancillary services, such as travel needs, collection of records, surgeon selection, appointments, patient education, hoteling, transportation, etc.





Confidential – Do Not Distribute

1

How To Use

						The following tabs contain a RFP template CPR has created for its members to use in assessing potential provider partners for a joint replacement bundled payment pilot. 



						Throughout this document, CPR used red text where you will need to add specifics about your organization, timeline, parameters, etc.  It is recommended you delete this tab when issuing the RFP.  



						If you have any questions, please contact Andréa Caballero at CPR; acaballero@catalyzepaymentreform.org.  
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RFP Intro, etc.

				1.  Introduction



						A.  Background

						Provide basic background on your company here, including:

						An overview of your organization		Organizational overview:

Mission:

						Number of covered lives

						Basic demographics of covered lives



						B.  Brief overview on your approach to health benefits

						Include information on specific health care goals and outcomes

						Provide any information on your short-term and long-term strategic health care goals

						C.  Purposes and Objectives of the RFP

						The purpose of this RFP is to evaluate the interest and ability of providers in X market to engage in a partnership with Company on a bundled payment program for total hip and knee joint replacements starting in FYXXXX.

				2.  Proposal Process and Instructions



				To facilitate an objective evaluation, Company requests that your organization respond to the requested information in the format specified herein. All costs associated with the submission of your RFP response and any requested meetings are the sole responsibility of the bidder. The RFP and supporting material submitted will become the property of Company and will not be returned. Your responses to this RFP and any subsequent information relating to this RFP will be considered part of the contract, if the contract is awarded to you.



				Company reserves the right to accept or reject any and all proposals or to request additional proposals. This RFP may be amended or withdrawn at any time without awarding a contract. Selection of the successful vendor(s) will depend upon the economic aspects of the proposal as well as demonstrating proven vendor effectiveness, efficiency of services, and capabilities. Additional consideration will be provided to vendors who offer robust operational guarantees. 



				Proposed financial offer is valid for (xx) days.  



				All information included in this RFP response, as well as other information disclosed to Company during this process, shall be considered confidential and will not be discussed with anyone except (Choose all that apply or add your own):







						A. Timeline

						A timeline for this RFP is outlined below.

						Activity		Timeline

						Confidentiality NDA signed and returned

						Release Request for Information

						Question by providers and answers returned

						RFP responses due from vendors

						RFP evaluations/Company Site visits and/or presentations

						Discussion meetings with finalists

						Program Effective Date

						B.  Submission Format



						The deadline for receipt of responses is XX. Please submit one electronic version along with a cover letter from an authorized person validating that the RFP information is accurate.



						·         All narrative responses to questions in the RFP should be provided within the RFP, saved as a Word (or PDF) document, and submitted to Company as an electronic Word (or PDF) document;



						·         Completed RFPs should be submitted to: Company representative name and email address

				3.  Company's Health Benefits and Approach to Employee Wellness

						A. Details of Current Benefit Strategy

						Insert details of all relevant information about your benefits and wellness strategy including:

						Relationships with health plans

						Type of coverage and coverage options for employees

						Value-based strategies, such as reference pricing, Centers of Excellence

						Other strategies for employee engagement in wellness

						B.  Future Growth Plan

						If appropriate and relevant, insert explanation if your strategy or employee population is expected to change.

						Also include information about the benefit strategy that will be used with this bundled payment program (e.g. reference pricing) and any support you would need from health plans or providers to carry out this benefit strategy. 

				4.  Confidentiality

						Information contained in this RFP is considered proprietary and confidential and cannot be discussed with any persons except within the respondent’s company.   Company may share information contained in this RFP with other entities in order to evaluate the responses to this  RFP.  If Company shares any information contained in the responses to the RFP with other entities, those entities will be held to these same confidentiality standards.

				5.  Requested Services

						Company seeks a health system, facility, provider, group of providers, and/or affiliated providers (collectively “Providers”) who can work together and agree to a bundled payment and warranty for total hip and knee replacement procedures.   See Appendix A. 





Company employees

Company Board members

Other



Questionnaire Index

				Program Business Requirements and Questionnaire



						Outlined below are the business requirements that need to be incorporated into Company program for which you are being asked to provide a quote (see Question H. 6). Your quoted fees should reflect your acceptance of these requirements unless otherwise noted in the comments/deviations of each requirement. 



General Information 





Clinical Operations





Clinical Processes: 

Anesthesiology Implants Rehabilitation





Patient Exclusions





Staffing





Program and Provider Quality Measures





Transparency





Payment























A.  General Information

				Section A:  General Information



				Note:  You may wish to involve your legal team in reviewing these question in the event any additional information is desirable to your organization's position



				 #		Question		Response

				1		Full legal name of the Facility or Provider Group.

				2		Provide the mailing address for the facility or provider group.

				3		Provide website address for the facility or provider group.

				4		CMS Certification Number for this facility or provider group.

				5		Tax Identification Number (TIN) for this facility or provider group.

				6		Length of time this facility or provider group been providing orthopaedic care.

				7		Provide a brief history of your company including the structure of ownership.

				8		Provide your most recent annual statement documenting the financial stability of your organization.

				9		Is there any litigation pending against your company at this time?

				10		Provide information about your organization, including the various markets served.

				11		Have you engaged directly with an employer or health plan for a bundled payment program for total hip and knee replacement?  
If so, how long has this agreement been in place? 

				12		Based on the information provided, why would your organization be a good fit for Company?































































































































































































































Yes

No



B.  Clinical Operations

				Section B:  Clinical Operations



				 #		Question		Response

				1		How are the providers credentialed in your program?  Are you willing to provide annual certification of meeting credentialing standards? 

				2		Does the patient have a choice of surgeons from your facility or group? If not, is the patient assigned a surgeon, anesthesiologist, rehabilitation team? 

				3		What laboratory/radiology procedures are required for  hip/knee replacement surgeries?  

				4		 Will your facility/surgeons/labs/radiologists communicate and coordinate with the patient’s current physician?

				5		What criteria are used to assess whether a patient is eligible for a joint replacement procedure?  Please provide exclusions and rationale in Section D of this RFP.

				6		Please describe your procedures for preadmission services, care management, pre- and post- procedure programs. 

				7		What is the average length of time from initial patient referral to acceptance in the program? 

				8		What is the average length of time from acceptance to the program and the date of the procedure? 

				9		Please describe your process for ensuring patients are not referred to providers or facilities out of the patient’s network.









































































































































































































































C.  Clinical Processes

				Section C:  Clinical Processes



				 #		Question		Response

						Implants

				1		Please name the implant device and the name of the manufacturers of each device that are used for hip and knee replacements in your facility or by your provider group.

				2		If only one manufacturer is used, is this an exclusive contract? 

				3		Please describe the implant procurement process.  Specifically, what controls does the provider have in place to use high-quality, cost-effective implants? 

				4		Please describe how you ensure the implant device is most appropriate for the patient? 

				5		Average charge for an implantable knee device.

				6		Average charge for an implantable hip device.

				7		Please describe the protocols for replacement if a device is recalled.

						Anesthesia

				8		How are anesthesiologists staffed at your facility?  

				9		When does the an anesthesiologist or appropriate staff provide a consultation for anesthesia?

				10		For routine procedures, what type of anesthesia is used?

				11		Are patients offered choices of different  anesthesia types and techniques? 

						Rehabilitation Services

				12		Does the facility or provider group provide rehabilitation services for total knee and hip replacement?  

				13		Are rehabilitation services provided at the facility/provider group offices or a different separate facility?  How close is the rehabilitation facility to the surgery facility? 

				14		How does the surgeon or appropriate provider issue post-operative rehabilitation orders? 

				15		What rehabilitation services are typically ordered? 

				16		How long does the average patient with hip or knee replacements stay in rehabilitation?

				17		When a patient is discharged, how are follow-up care instructions provided to the patient? 





D.  Patient Exclusions

						Section D:  Patient Exclusions



						 #		Question		Response

						1		Please provide a list of conditions that would exclude a patient from a bundled payment program for total hip/knee replacements. 

						2		Please provide any data (peer-reviewed published literature or from the group itself) to support excluding certain patients from the program. 

























































































































































































































































































































































E.  Staffing

				Section E:  Staffing



				 #		Question		Response

				1		Does the facility employ the surgeons? 

				2		Please describe under what circumstances any surgeons have limitations to their privileges at your facility?

				3		Are you willing to provide a list of names of the surgeons, the volume of hip and knee replacements he/she has performed, and any adverse events or outcomes they have had in the last two years?





















































































































































































































































F.  Program and Provider

				Section F:  Program and Provider Quality Measures



				 #		Question		Response

						Registries

				1		Do you participate in a multi-center joint registry that provides benchmark performance reporting to provider at physician level, and includes patient demographic, implant, and functional outcome?  If so, which one? 

						Tracking Adverse Events

						For each of the following, please provide the current annual figures for both hip and knee procedures where appropriate:

				2		The percentage of patients with antibiotic prescribed within 3 days of date of procedure.

				3		The average length of stay for a hip/knee replacement procedure.

				4		The 30 day, 60 day, 90 day post discharge re-admission rate to hospital (includes transfers from Rehab/SNF).

				5		The infection rate of all noted surgically-related infections within 30 days. 

				6		The dislocation rate within 90 days of original procedure date. 

				7		The rate of revision procedures within 90 days of original procedure.

				8		The rate of DVT/Embolisms within 90 days of original procedure. 

				9		Mortality rate.

				10		Complication rate. 

				11		CMS’ Healthcare Associated Infection rate.

				12		What measures are in place to reduce or eliminate medical errors?

						Access

				13		Does the facility allow 24/7 access to hospitalists, ICU, ER, key labs, and imaging?

						Care Coordination

				14		Do you have processes in place to help coordinate post-acute care such as physical therapy within 30 days of surgery? If so, please describe?

						Patient Functional Status and Satisfaction

				15		Do you use a patient functional status tool?  If so, which one? 

				16		Do you have a process to measure patient satisfaction?  If so, what measures do you use? 

				17		Please provide the patient satisfaction results for the last three (3) years

						Program Recognition

				18		Has your program been recognized for its achievements (e.g. NCQA designations, Joint Commission programs, health plan designations, others, etc.)  Please list all. 

				19		If yes, please provide the organization that provided the recognition and the year you received the recognition. 

						Surgical Frequency/Volume

				20		Please provide the total procedures per 1000 patients

				21		Please comment on your total Medicare volume for DRGs 469 and 470  compared to your non-Medicare volume for the same procedures. 

						Care System Improvement and Performance Based Compensation

				22		Please describe your charter and membership of your Quality and Patient Review Process. 

				23		Are you willing to provide agendas, summaries of meetings, and attendance records of the Quality Review process? 

				24		 Are you willing to provide a description of the Quality and Performance Compensation and Incentives made available to providers and affiliated providers under the program? 





































































































































































































 Yes

No



G.  Transparency

				Section G:  Transparency

				Question		Response

				Company expects that the provider will allow certain information, including provider name, cost of the services, quality information, and benefit coverage to be made available to Company employees and dependents through some form of online transparency tool.   Does the provider agree to allow this information to be made available to Company members? 



Yes

No



H.  Payment

						Section H:  Payment



				 #		Question		Response

				1		Has your facility or provider group engaged in a bundled payment program for hip/knee replacements?  

				2		If yes, did this program include a warranty period?  Please describe. 

				3		Did the facility/provider group take full risk for the bundle and the warranty or was there some other type of risk-sharing arrangement?  Please describe. 

				4		If there was a risk-sharing or gain-sharing arrangement, please describe the general structure of the arrangement. 

				5		Are you able to aggregate all claims from all providers participating in the program into a single claim file and invoice for payment?  

				6		Please propose a bundled payment amount for all of the services described in Appendix A.  Please provide a bundled payment amount that includes the basic warranty and another bundled payment amount that includes the full warranty. 



Yes

No

Yes

No



Appendix A

				Appendix A:  Bundled Payment Program

				Description: The Bundled Payment Program includes:



				1.  Care Bundle:  A Care Bundle of total knee or total hip replacement for patients with degenerative osteoarthritis that includes Covered Services appropriate for diagnosis, treatment, and follow-up care for Reference Procedures, and includes related complications arising during the stay for Care Bundle; 



				2.  Warranty:  A performance Warranty for known and unforeseen clinical services related to the Reference Procedure for a period of 90 days following discharge from the affiliated facility. 

				            •        The basic warranty includes rework for all complications related to repair, revisions, and modifications of the   
                  implant or original procedure and routine care follow up.

				            •        Provider and Plan may mutually agree to a full warranty service package beyond what is described in the 
                  basic warranty that includes all additional post-operative professional, facility, and ancillary, and 
                  transportation costs associated with skilled, inpatient rehabilitation, or home health care services (Post-
                  Acute) for an additional negotiated fee; 



				3.  Quality Metrics:  The establishment of a set of Program Performance and Provider Quality Metrics that will serve as a guide for both parties to measure and monitor the overall quality, cost effectiveness, and performance of the Bundled Payment Program over the term of the agreement; 



				4.  Transition in Benefit Design:  A benefit model should seek to provide value to all participants:  to the purchaser in the form of lower costs, to the provider in the form of increased volume, and to the enrollees in the form of information, support, improved clinical outcomes, and improved coverage for the services and procedures contained in the bundle; and



				5.  Transition in Payment Design:  A transition in payment from fee-for-service for individual services to a bundled price.   



				Program Term:  Term of engagement is three years. 



				Care Bundle:  ICD-9* Codes included in the care bundle



				INPATIENT		OUTPATIENT

				Index Procedure Code:		DRG:

				This procedure must exist to trigger the episode.		Episode must map to one of these DRGs.



				CPT:		·         469 – Major Joint Replacement or reattachment of lower extremity w/MCC

				§ 27447—Arthroplasty, knee condyle and plateau, medical and lateral compartments

				ICD-9 Px:

				§ Knee- Replacement  -  ICD9 Procedure Codes - Primary or Secondary - 81.54 (TKR) + 81.55 (Replacement Other) Combined		·         470- Major Joint Replacement or reattachment of lower extremity without MCC 

				Index Procedure Code:		DRG:

				This procedure must exist to trigger the episode. CPT:		Episode must map to one of these DRGs.

				§ 27130—Arthroplasty, acetabular and proximal femoral prosthetic replacement (total hip arthroplasty), with or without autograft or allograft, or

				§ 27125—Hemiarthroplasty, hip, partial (e.g. femoral stem prosthesis, bipolar arthroplasty) (when performed for reasons other than fracture)		·         469 – Major Joint Replacement or reattachment of lower extremity w/MCC

				ICD-9 Px:

				§ 81.51—Total hip replacement

				§81.52—Partial hip replacement (when performed for reasons other than fracture)		·         470- Major Joint Replacement or reattachment of lower extremity without MCC 

				§ 00.85—Resurfacing hip, total, acetabulum and femoral head

				§ 00.86—Resurfacing hip, partial, femoral head



				*ICD-9 Codes should be used until such time as the ICD-10 Codes are in use (anticipated Fall 2015).  At that time, codes should be updated to reflect the ICD-10 Code framework.  

				The attached file details the bundle by phase of care, provider, facility, prescription, patient accommodations and exclusions.
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Microsoft_Excel_Worksheet1.xlsx

Sheet1


			Services Included In Bundle 


			Phase of Care 			Professional 			Facility 			Rx 			Care Coordination  & Patient Accommodation			Excluded


			Initial MD Evaluation  


			Initial MD Evaluation - initial Surgical visit to determine indications for TJR			Surgeon - Evaluation - New Patient			NA			NA


						Radiologist - Read and Review MRI			Technical Fee for MRI			NA


			Pre-Admission Testing 


			Pre-Admission Testing - medical clearance and patient preparation for procedure			MD -(PCP or IM)  Existing Patient - Extended - P/E 			Pre-Admission Lab Panel 			NA			Pre-Op Discharge Plan and Care Plan 			Additional specialist testing (infections disease, cardiologists, pulmonology consults and testing) 


						Pathologists professional overead - tied to lab panel			EKG Technical Fee 			NA			Pre-Op education for patient /and or family  


									Pre-Op Discharge Plan and Care Plan 			Pre-Operative Antibiotic 


									Pre-Op educations 


			Surgical Episode 


			Surgical Episode -Surgery and Admission - the admission to hospital or outpatient center for the procedures			Surgeon (all surgeons in case, 1st and asst) 			Surgery - Operating Room, Supplies and Post OP recovery			Meds - and Pain Control


						Anesthesia professional			Anesthesia- CRNA and Rx and support			Anesthesia drugs used during and post op surgery 


						Implant (Initial or Revision) 			Implant- includes set up, device, and fasteners, cement, and all supplies			Meds - and Pain Control						Manufacturer warranties apply to the device, components


						Sub-specialty consults-required during normal surgical stay (i.e. Cardiologist, Pulmonology, Endocrine)			Inpatient Stay- ICU, CCU, Post Op, Semi Private Room (Per protocol)			Meds - and Pain Control			3 day parking - at hospital and or at medical hotel during the concurrent surgical episode


									Hotel- if the patient is transferred from the Surgery-Post Op or Discharged from the Hospital- to a "medical hotel" that is integrated into the clinical model of the program the costs of the hotel, dining, and routing clinical services provided at the hotel are included			Meds - and Pain Control- including take home Rx (30 day supply) 


			Warranty


			Basic 90 Day Warranty 			Follow-up Surgeon, within  90 days of discharge from hospital 			Related readmissions to hospital -defined as re-operations, revisions, surgery to relieve surgery caused complications identified as requiring readmission within (90) days post-discharge:  all other readmissions are excluded			NA			Care coordinator telephone calls   (per program) ; Coordination of post op Surgeon visit			Admission costs related to Skilled Nursing, Independent Rehab Facility - not owned/operated by delivery system) 


						Care plan, functional goals, pain assessment, and therapy plan for up to 90 days.  May include review by Physical Medicine or Rehab specialists			Includes hospital outpatient physical rehab (as necessary) - includes PT and OT for up to 30 days post discharge through delivery system owned outpatient rehab			NA			Required DME - cane, crutches, joint immobilizers 			Excludes home oxygen, wheel chair, specialized nutrition, specialized infusion therapy required for other conditions that may be concurrent to the joint repair/revision procedure


						Anesthesia professional			Anesthesia- CRNA and Rx and support			Anesthesia drugs used during and post op surgery 


						Radiologists professional			If required re-imaging within 90 days post discharge 





			Extended 90 day Warranty 			Follow-up Surgeon, within 90 days of discharge from hospital 			Related readmissions to hospital -defined as re-operations, revisions, surgery to relieve surgery caused complications identified as requiring readmission within (90) days post-discharge:  all other readmissions are excluded			NA			Care coordinator telephone calls (per program); Coordination of post-op Surgeon visit


						Physiatrist - care plan and functional assessment for up to 90 days			includes hospital outpatient physical rehab (as necessary) - includes PT and OT for up to 30 days post discharge through delivery system owned outpatient rehab			NA			Required DME - cane, crutches, joint immobilizers 


						Anesthesia professional			anesthesia- CRNA and Rx and support			Anesthesia drugs used during and post op surgery 


						Radiologists professional			If required re-imaging within 90 days post discharge 


						SNF- professional clinical care monitoring - PCP or Internal Medicine, Physiciatristy 			Skilled Nursing Facility admission  (90 days post discharge) 


						Care plan, functional goals, pain assessment, and therapy plan for up to 90 days.  May include review by Physical Medicine or Rehab specialists			Inpatient Rehab facility admission, includes all therapies  (90 days post discharge)


															Required DME - cane, crutches, joint immobilizers 
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TJR Programs

		DOMAINS		PROGRAMS

				CPR Bundle		PDP:  Musculoskeletal Quality & Cost Management		PBGH:  Centers of Excellence Network		Prometheus Joint Replacement Bundle Payment 		IHA		CalPERS		Medicare Model 1:  Retrospective Acute Care Hospital Stay Only:  Hip/knee		Medicare Model 2: Retrospective Acute Care Hospital Stay plus Post-Acute Care:  Hip/knee		Medicare Model 3:  Post-Acute Care Only:  Hip/Knee		Medicare Model 4:  Acute Care Hospital Stay Only:  Hip/Knee		Tennessee Medicaid

		PROGRAM DESCRIPTION 

		Focus and Scope		Total Joint Replacement		Spine and Total Joint		2014: Hip and knee replacements
2015: Expansion to spine procedures		Hip and knee replacements		Hip and knee replacements		Hip and knee replacements		Acute care inpatient hospitalization								A surgical procedure for total hip replacement or total knee replacement unless accompanied by a procedure modifier exclusion code.

		Summary Description- how much capacity? Expected cases?		Bundled payment with services including initial MD evaluation, pre-admission testing, surgical episode and 90-day warranty.		A physician organized group developed sub-network of MSK providers which are embedded within the current provider network. Providers organize under the name Physician Driven Performance (PDP)
•Spine and Total Joint Practices, PT, OT, Imaging Services 
•Inpatient and outpatient facilities, and Skilled Nursing, Rehab and Home Health providers
•Paid under current contracted terms – by payor
		Participating purchasers determine priority procedures and geography based on data analysis. PBGH Negotiating Alliance develops condition-specific specifications, to qualify individual physicians and hospitals, and requires a rigorous process to manage the patient experience. PBGH manages COE selection process. Contract includes “evaluation” bundle to address necessity of procedure. The PBGH Negotiating Alliance manages the third party administrator (Health Designs Plus, “HDP”). HDP contracts with the COEs for a bundled price. Purchasers choose which COEs to offer their employees and contracts with HDP. Purchasers can integrate benefit design to favor COEs.		Bundled payment		Bundled episode payment:
Episode includes all covered services provided to a "qualified" patient during the 90-day episode period for:
•An index procedure of total or partial hip replacement for patients with degenerative OR total knee replacement for patient with degenerative osteoarthritis (index procedure)
•Revision procedure performed during the episode because of complications associated with the original procedure or for mechanical failure
•Patient complications arising during the stay for index procedure
•Treatment of any complications that arise related to the index or revision procedure (regardless of treatment setting)
Readmission of the patient during the 90-day episode period for one of the MS-DRGs defined in Attachment A, Section IV		After determining a more than seven fold difference in cost for hip/knee replacements, CalPERS instituted a reference price approach in collaboration with Anthem.  At the beginning of the program, Anthem identified 46 hospitals that met quality and volume thresholds and were willing to perform the services for $30,000 or less.  For CalPERS Blue Shield members, 16 hospitals were identified and members were offered a modest travel benefit for having to travel more than 50 miles. 		Under Model 1, the episode of care is defined as the inpatient stay in the acute care hospital. Medicare will pay the hospital a discounted amount based on the payment rates established under the Inpatient Prospective Payment System used in the original Medicare program.  Medicare will continue to pay physicians separately for their services under the Medicare Physician Fee Schedule. Under certain circumstances, hospitals and physicians will be permitted to share gains arising from the providers’ care redesign efforts. Participation will begin as early as April, 2013 and no later than January, 2014 and will include most Medicare fee-for-service discharges for the participating hospitals.		Episode of care will include the inpatient stay in the acute care hospital and all related services during the episode. The episode will end either 30,60, or 90 days after hospital discharge. Participants can select up to 48 different clinical condition episodes.		The episode of care will be triggered by an acute care hospital stay and will begin at initiation of post-acute care services with a participating skilled nursing facility, inpatient rehabilitation facility, long-term care hospital or home health agency. The post-acute care services included in the episode must begin within 30 days of discharge from the inpatient stay and will end either a minimum of 30, 60, or 90 days after the initiation of the episode. Participants can select up to 48 different clinical condition episodes. 48 different clinical condition episodes.		CMS will make a single, prospectively determined bundled payment to the hospital that would encompass all services furnished during the inpatient stay by the hospital, physicians, and other practitioners. Physicians and other practitioners will submit “no-pay” claims to Medicare and will be paid by the hospital out of the bundled payment. Related readmissions for 30 days after hospital discharge will be included in the bundled payment amount. Participants can select up to 48 different clinical condition episodes.		For each episode, the Principal Accountable Provider (PAP), or quarterback, is the orthopedic surgeon (by Tax ID) performing the
total joint replacement procedure.

		Time Period		3 year period		3 year period:  1/1/14-12/31/16		Program launched on 1/1/14, leveraging proven administrative model, fully integrated with case management and claims adjudication. 
Nearly 200 complete cases in first six months; expansion planning is underway.		30 days prior to index admission date to 180 after index discharge date- duration		0 to 90 days; Episode begins on date of admission for primary procedure and ends 90 days after the surgery date.		Baseline year: 2010 (533 knees/hips)
Pilot year: 2011 (592 knees/hips)		Begins April 2013								Episode begins 45 days prior to date of admission for the inpatient hospitalization for the total joint replacement surgery and end 90 days after the date of discharge.

		Program Goals		Higher quality care, more coordinated care, lower cost		PDP would Provide Employers In Dallas Fort Worth a demonstration program to reduce Total MSK Surgical Costs by 7%		•Reduce variation in quality and improve the likelihood of good treatment outcomes by using rigorously vetted physicians and COEs
•Deliver the best care at a predictable price for a set of high cost procedures by reimbursing on a bundled, episode basis
•Provide access to high quality providers for all employees, regardless of geography						•Reduce variation in cost
•Reduce CalPERS' health care expenses
•Provide high-quality network to members
		Higher quality care and more coordinated care at a lower cost to Medicare		Higher quality care and more coordinated care at a lower cost to Medicare		Higher quality care and more coordinated care at a lower cost to Medicare		Higher quality care and more coordinated care at a lower cost to Medicare

		Location/Market		TBD		Dallas and Fort Worth, Texas		A travel surgery program available nationwide. The initial four COEs are located in California, Washington, Missouri and Maryland.						California		NJ		AZ, AR, CA, WY, WI, VA, UT, TX, TN, RI, PA, OK, OH, NY, NM, NJ, NH, NE, ND, NC,MT, MO, MN, MI, MA, LA, KY, KS, IL, IA, GA, FL, CT		WI, TX, TN, SD, RI, PA, OH, NY, NJ, NC, MS, MN, MI, MA, IL, GA, FL, DE, CT, CA, AL		WI, TX, TN, SD, RI, PA, OH, NY, NJ, NC, MS, MN, MA, IL, GA, FL, DE, CT, CA, AL		Tennessee 

		Participating Providers		TBD - potential COEs, orthopedic practices		Joint practices, spine practices, MSK networks		The program selects centers that meet participating employers’ needs, including meeting regional volume requirements and offering a competitive bundled payment rate for the entire procedure and the immediate related pre- and post-op care (7-10 days). Centers and all qualifying surgeons must also provide evidence of their volume (>400 and >150 cases per year, respectively), high quality clinical care practice, outcomes and excellent patient experience, including familiarity with treating patients traveling more than 100 miles, COEs  a focused on quality and patient engagement and agreement  to share best practices across the ECEN.						•46 facilities in 2011 willing to meet $30,000 reference price
•Locations throughout California, including Cedars Sinai, UCSF, Loma Linda
		New Jersey Hospital Association

		Participating Employers		TBD		Working with Medicare:  private employers TBD.		2014: Walmart, Lowes and McKesson 
2015: TBD						CalPERS and all CalPERS participants

		Implementation Cost		TBD		PDP would be paid on a per case admin fee ~ 5% of Target Spend Per Case (Target price = $35,000)		Participating employers pay an annual fee to participate in the ECEN. Rates vary based on employer size and participation in PBGH or other regional healthcare coalitions.

		Open to Other Employers				yes		yes						No



		EPISODE DEFINITION

		Definitions and Data Set/Trigger codes		All patients needing total joint replacement.  
		All patients continuously enrolled costs for target procedures (knee replacement, hip replacement, spine lumbar, cervical procedures); includes all professional, facility, ancillary, for the procedure plus 90 days following related to the procedure (i.e. rehab, readmission etc.) 		2014: any eligible employee or covered dependent needing a knee or hip replacement. 2015: Expanding to spine procedures.		The patient has an inpatient facility claim or a professional claim with:
1. any of these ICD-9-CM procedure codes in any position:  81.54 or any of these CPT codes in any position:  27438:27447
AND
2.any of these ICD-9-CM diagnosis codes as the principal diagnosis on the index of inpatient facility claim:  714.xx, 715.xy, y=5,9, 716.xy, y=5,9, 718.xy, y=5,9, 719.xy, y=5,9, 720.2
711.y5, y=1,2,3,4,5,6,7,8,9, 711.y9, y=1,2,3,4,5,6,7,8,9, 712.xy, y=5,9
713.xy, y=5,9, 731.xx, 732.yx, y=1,2,6,7,9, 733.yx, y=0,2,5,6,7
733.1y, y=0,4,5,9, 733.4y, y=0,2,3,9, 733.8x, 733.9y, y=0,1,2,6,7,8,9, 736.3x
736.yx, y=8,9, 739.5, 755.6y, y=1,2,3,9, 756.yx, y=4,5,9		Index Procedure Codes:
CPT:
• 27447—Arthroplasty, knee condyle and plateau, medical and lateral compartments
•27130—Arthroplasty, acetabular and proximal femoral prosthetic replacement (total hip arthroplasty), with or without autograft or allograft, or
• 27125—Hemiarthroplasty, hip, partial (e.g. femoral stem prosthesis, bipolar arthroplasty) (when performed for reasons other than fracture)
ICD-9 Px:
•81.54—Total Knee replacement
• 81.51—Total hip replacement
• 81.52—Partial hip replacement (when performed for reasons other than fracture)
•00.85—Resurfacing hip, total, acetabulum and femoral head
•00.86—Resurfacing hip, partial, femoral head
Revision Procedure Codes:
CPT:
• 27486—Revision joint total knee arthroplasty with or without allograft 1 component
• 27487—Revision joint total knee arthoplasty fem and entire tibl component
•27134—Revision of total hip arthroplasty; both components, with or without autograft or allograft
• 27137—Revision total hip arthroplasty, acetabular component only, with or without autograft of allograft
• 27138—Revision total hip arthroplasty, femoral component only, with or without autograft or allograft
ICD-9 Px:
• 00.80—Revision of knee repl, total (all components)
• 00.81—Revision of knee repl, tibial component
• 00.82—Revision of knee repl, femoral component 
•00.83—Revision of knee replacement, patellar component
• 00.84—Revision of knee replacement, tibial insert (linear)
•81.55—Revision of knee replacement, NOS		CalPERS did not pair the reference price with a bundle payment. 		Major joint upper extremity 
•483-Major joint and limb reattachment procedure of upper extremity with complication or comorbidity or major complication or comorbidity 
•484-Major joint and limb reattachment procedure of upper extremity without complication or comorbidity or major complication or comorbidity
Major joint replacement of the lower extremity 
•469-Major joint replacement or reattachment of lower extremity with major complication or comorbidity 
•470-Major joint replacement or reattachment of lower extremity without major complication
Double joint replacement of the lower extremity 
•461-Bilateral or multiple major joint procedures of lower extremity with major complication or comorbidity 
•462-Bilateral or multiple major joint procedures of lower extremity without major complication or comorbidity
Revision of the hip or knee
•466-Revision of hip or knee replacement with major complication or comorbidity
•467-Revision of hip or knee replacement with complication or comorbidity
•468-Revision of hip or knee replacement without complication or comorbidity 
Removal of orthopedic devices
•495-Local excision and removal internal fixation devices except hip and femur with major complication or comorbidity
•496-Local excision and removal internal fixation devices except hip and femur with complication or comorbidity
•497-Local excision and removal internal fixation devices except hip and femur without complication or comorbidity or major complication or comorbidity
•498-Local excision and removal internal fixation devices of hip and femur with complication or comorbidity or major complication or comorbidity
•499-Local excision and removal internal fixation devices of hip and femur without complication or comorbidity or major complication or comorbidity		Major joint upper extremity 
•483-Major joint and limb reattachment procedure of upper extremity with complication or comorbidity or major complication or comorbidity 
•484-Major joint and limb reattachment procedure of upper extremity without complication or comorbidity or major complication or comorbidity
Major joint replacement of the lower extremity 
•469-Major joint replacement or reattachment of lower extremity with major complication or comorbidity 
•470-Major joint replacement or reattachment of lower extremity without major complication
Double joint replacement of the lower extremity 
•461-Bilateral or multiple major joint procedures of lower extremity with major complication or comorbidity 
•462-Bilateral or multiple major joint procedures of lower extremity without major complication or comorbidity
Revision of the hip or knee
•466-Revision of hip or knee replacement with major complication or comorbidity
•467-Revision of hip or knee replacement with complication or comorbidity
•468-Revision of hip or knee replacement without complication or comorbidity 
Removal of orthopedic devices
•495-Local excision and removal internal fixation devices except hip and femur with major complication or comorbidity
•496-Local excision and removal internal fixation devices except hip and femur with complication or comorbidity
•497-Local excision and removal internal fixation devices except hip and femur without complication or comorbidity or major complication or comorbidity
•498-Local excision and removal internal fixation devices of hip and femur with complication or comorbidity or major complication or comorbidity
•499-Local excision and removal internal fixation devices of hip and femur without complication or comorbidity or major complication or comorbidity		Major joint upper extremity 
•483-Major joint and limb reattachment procedure of upper extremity with complication or comorbidity or major complication or comorbidity 
•484-Major joint and limb reattachment procedure of upper extremity without complication or comorbidity or major complication or comorbidity
Major joint replacement of the lower extremity 
•469-Major joint replacement or reattachment of lower extremity with major complication or comorbidity 
•470-Major joint replacement or reattachment of lower extremity without major complication
Double joint replacement of the lower extremity 
•461-Bilateral or multiple major joint procedures of lower extremity with major complication or comorbidity 
•462-Bilateral or multiple major joint procedures of lower extremity without major complication or comorbidity
Revision of the hip or knee
•466-Revision of hip or knee replacement with major complication or comorbidity
•467-Revision of hip or knee replacement with complication or comorbidity
•468-Revision of hip or knee replacement without complication or comorbidity 
Removal of orthopedic devices
•495-Local excision and removal internal fixation devices except hip and femur with major complication or comorbidity
•496-Local excision and removal internal fixation devices except hip and femur with complication or comorbidity
•497-Local excision and removal internal fixation devices except hip and femur without complication or comorbidity or major complication or comorbidity
•498-Local excision and removal internal fixation devices of hip and femur with complication or comorbidity or major complication or comorbidity
•499-Local excision and removal internal fixation devices of hip and femur without complication or comorbidity or major complication or comorbidity		Major joint upper extremity 
•483-Major joint and limb reattachment procedure of upper extremity with complication or comorbidity or major complication or comorbidity 
•484-Major joint and limb reattachment procedure of upper extremity without complication or comorbidity or major complication or comorbidity
Major joint replacement of the lower extremity 
•469-Major joint replacement or reattachment of lower extremity with major complication or comorbidity 
•470-Major joint replacement or reattachment of lower extremity without major complication
Double joint replacement of the lower extremity 
•461-Bilateral or multiple major joint procedures of lower extremity with major complication or comorbidity 
•462-Bilateral or multiple major joint procedures of lower extremity without major complication or comorbidity
Revision of the hip or knee
•466-Revision of hip or knee replacement with major complication or comorbidity
•467-Revision of hip or knee replacement with complication or comorbidity
•468-Revision of hip or knee replacement without complication or comorbidity 
Removal of orthopedic devices
•495-Local excision and removal internal fixation devices except hip and femur with major complication or comorbidity
•496-Local excision and removal internal fixation devices except hip and femur with complication or comorbidity
•497-Local excision and removal internal fixation devices except hip and femur without complication or comorbidity or major complication or comorbidity
•498-Local excision and removal internal fixation devices of hip and femur with complication or comorbidity or major complication or comorbidity
•499-Local excision and removal internal fixation devices of hip and femur without complication or comorbidity or major complication or comorbidity		Each episode is triggered by a surgical procedure for total hip replacement or total knee replacement. The procedure is identified by a claim with either of the following procedure codes and ICD–9 diagnosis codes.
Hip Replacement:
•CPT code: 27130
•ICD–9 PX: 81.51
Knee Replacement:
•CPT code: 27447
•ICD–9 PX: 81.54
Exclusion from Hip or Knee Replacement (disqualifying triggers):
 •ICD–9 DX: 800.x–829.x, 860.x–869.1x, 850.x–854.X, 925.x–929.x, 170.x, 996.x, V52.x
Modifier Exclusion Codes:
•Procedure Modifier: 23, 52, 53, 55, 56, 57, 58, 73, 74, 78, 79, 80, 81, 82, 90, 91, A5, A6, A7, A8, A9, AA, AD, AS, E1, E2, E3, E4,
G8, G9, GB, GC, GE, HL, SM, SN, ST, TC, TS,

Included Claim Codes:
-List of ICD–9, CPT, and HIC3 codes that should be included in episode are as follows:
•All claims filed by the PAP
•CPT codes: 27130, 27447, 73500, 73510, 73520, 73530, 73540, 73550, 73560, 73570, 73580, 73700, 73701, 73702, 73721, 73722, 73723, 27134, 27137, 27138, 27486, 27487, 27488, 10180, 12020, 12021, 13160, 35860
•ICD-9 DX: 710.x- 721.x, 725.x - 733.x, 736.x, 738.x, 739.x, 755.x, V54.81, V58.31, V58.32, V58.78, V43.64, V43.65, 995.91, 995.92, 996.6x, 996.4x, 415.12, 785.52, 422.92, 449.x, 998.3x, 998.4x, 998.5x, 998.6x, 998.7x, 998.80, 998.81, 998.83, 998.84, 998.85, 998.86, 998.87, 998.88, 998.89, 998.9x, 997.32, 997.33, 997.34, 997.35, 997.36, 997.37, 997.38, 997.39, 038.x, 039.x, 835.x, 836.x, 808.x, 820.x - 829.x
•HIC3: C3B, D6S, H0D, H3A, H3D, H3E, H3H, H3N, H3U, H3V, H3X, H6J, J9A, M9E, M9K, M9L, M9T, M9V, Q3S, Q5W, Q7K, S2B, S2L, S2P, S2T, W1A, W1C, W1D, W1F, W1H, W1J, W1K, W1L, W1M, W1N, W1O, W1P, W1Q, W1S, W1W, W1X, W1Y, W1Z, W2A, W4P, W3A, W3B, W9A, W9B, W9D, W9G

		Exclusions		•Participating providers will negotiate with the purchaser a list of contraindications  for patient exclusions to the program.  
Additional specialist testing (infections disease, cardiologists, pulmonology consults, and testing)
•Admission costs related to skilled nursing, independent rehab facility- not owned/operated by system
•Home oxygen, wheel chair, specialized nutrition, specialized infusion therapy required for other conditions that may be concurrent to the joint repair/revision procedure				Each employer determines specific program eligibility criteria (i.e. must have employer-provided healthcare coverage). 
COEs determine clinical appropriateness and in collaboration with a home provider assess whether a patient is safe to travel for the procedure.
		Patient:
•Enrollment criteria not met
•Age < 18 or age > 65
•Discharge status is left against medical advice
•In-hospital death
•The index stay has an additional ICD-9-CM procedure code of 80.06 or CPT code 27488, or admitted through emergency room
•Has a stay with >1  condition trigger code (excludes bilateral procedures)
•Episode had >1 stay with a condition trigger code (whether index  or readmission)
•Does not have both an inpatient index stay and a relevant professional claim (orphan episode)
Claim/Episodes charge:
•Remove PFO claims if the claim charges are missing, <$10 or >$1,000,000
•Remove Stay claims if claim charges are missing <$50 or >$1,000,000
•Remove Pharmacy claims if claim charges are missing, <$1 or >$1,000,000
•Remove episode if total medical charges for the episode are <$20 or >$1,000,000
•Remove episode if total pharmacy charges for the episode are <$1 or >$1,000,000
Medical:
•HIV, cancer, suicide, end-stage renal disease, pregnancy and newborn conditions
Procedural:
•Exclude claims with select major or irrelevant surgical procedures such as transplants etc., as indicated in the "all codes" workbook		Diagnosis:
Diagnosis (any position) must NOT equal one of the following:
•714.0x—Rheumatoid Arthritis
•736.89—Other acquired deformities, lower limb
•170.7—Malignant neoplasm of long bones of lower limb
•171.3—Malignant neoplasm of soft tissue, lower limb, hip
•198.5—Secondary malignant neoplasm of bone, marrow
•822, 823, 827, 828. 836, 891—Fractures, dislocations and open wounds
•928—Crushing injury
Services:
•Skilled nursing facilities
• Physical Therapy (in home, or at hospital outpatient facility, except as included in Optional OP Rehab
package)
• Home Health Care /Nursing charges, except as included in Optional OP Rehab package
• DME
• OP Rx
Patient:
•Transferred at any time during initial hospital stay
• Primary coverage with participating employer and health plan ends at any time during the episode
• Clinical history demonstrates clinical condition of:
o Active Cancer
o HIV/AIDS
o ESRD
• BMI is 40 or greater		Exclusions for specific diagnoses (no specifics)										Episodes meeting one or more of the following criteria will be excluded:
 •Age: Older than (>) 64
 •Co-morbidities: HIV, ESRD, pregnancy, organ transplants, sickle cell, blindness, hemophilia, active cancer management, trauma, fractures/dislocations/open wounds, hemiplegia/paraplegia, lower limb amputation status
 •Other: Patient left against medical advice, death in hospital, dual coverage of primary medical services, not continuously enrolled, FQHC/RHC, third party liability, incomplete claims
 •A trigger must be preceded and followed by a 90-day period clean of another trigger with the same code that triggered the episode. This means a trigger with the same code for the same patient cannot occur twice within 90 days. For example: If the same Total Hip Replacement trigger is detected within the 90 day post –trigger window, both episodes will be excluded.

Exclusion Codes:
-Cancer ICD-9 DX must be accompanied by one of the following:
•Revenue code: 0280, 0289, 0330, 0331, 0332, 0333, 0335, 0339, 0342, 0344, 0973
•CPT code: 38230, 38240, 38241, 38242, 77261, 77262, 77263, 77280, 77285, 77290, 77295, 77299, 77300, 77301, 77305, 77310, 77315, 77321, 77326- 77328, 77331- 77334, 77336, 77338, 77370 - 77373, 77380, 77381, 77399, 77401-77409, 77411-77414, 77416- 77423, 77425, 77427, 77430, 77431, 77432, 77435, 77470, 77499, 77520, 77522, 77523, 77525, 77600,77605, 77610, 77615, 77620, 77750, 77761-77763, 77776-77778, 77781-77790, 77799, 79005, 79020, 79030, 79035, 79100, 79101, 79200, 79300, 79400, 79403, 79420, 79440, 79445, 79900, 79999, 96401, 96402, 96405, 96406, 96408-96417, 96420, 96422, 96423, 96425, 96440, 96445, 96450, 96520, 96521-96523, 96530, 96542, 96545, 96549
•ICD-9 PX: 00.10, 00.15, 41.0, 41.00, 41.01, 41.02, 41.03, 41.04, 41.05, 41.06, 41.07, 41.08, 41.09, 41.91, 92.2, 92.20, 92.21,92.22, 92.23, 92.24, 92.25, 92.26, 92.27, 92.28, 92.29, 99.25, 99.28, 99.85
These codes represent the set of clinical exclusions described previously

-List of prior diagnoses and meds that would disqualify a patient from the episode
•ICD-9 DX: 042, V08, 79571, 340.x, 286.x, 585.6x, 285.21, 630.x-669.x, V22.x- V24.x, V27.x, V42.0, V42.1, V42.6, V42.7, 996.82, 996.81, 996.83, 996.84, 282.6, 369.0x, 286.0x- 286.2x, 140.x- 239.x, 959.7, 718.35, 718.38, 820.x, 827.x, 835.x, 928.01, 928.11, 890.x, 891.x, 894.x, 836.x, 821.x- 823.x, 342.9x, 436.x, 344.1x, V49.7x, 895.x - 897.xICD-9 PX: 50.5x, 55.6x, 37.5, 33.5, 84.1x
•ICD-9 PX: 50.5x, 55.6x, 37.5, 33.5, 84.1x

		Inclusions								Patients with duration of episode (30-day look-back period, duration of hospital stay and 180-day look-forward period) with a maximum of continuous 30-day gap		Patient must be:
• Covered (as primary plan) by a participating employer and health plan on date of surgery
• Undergoing surgery provided by an orthopedic surgeon contracting to provide services under the pilot
for the specific health plan
• Being admitted to a hospital contracting to provide services under the pilot for the specific health plan
• Over age 18 and under age 65
• Presenting for index procedure with an ASA rating of <3 (APR-DRG SOI level of 1 or 2)				All patients, all DRGs		Selected DRGs, hospital plus post-acute period		Selected DRGs, post-acute period only				Prior to admission for surgery: Related labs and claims filed by the Quarterback

During surgery admission: All claims included

After discharge from surgery:
•Related claims only (radiology claims, claims filed by quarterback, all claims associated with a hip/knee ICD-9 diagnosis code)
•Readmissions: All cause 0-30 days after discharge except list of unrelated claims created and maintained by CMS for the Bundled Payments for Care Improvement (BPCI) Initiative and readmissions due to infections and complications, follow-up evaluation & management, home health & therapy and labs/imaging/other outpatient procedures 31-90 after discharge
 •Medications: Relevant medication including anticoagulants, analgesics, iron, stool softener, anti-nausea, NSAID, and antibiotics



		PAYMENT STRATEGY

		Method		Bundle payment- 90 days Post Surgery:
•Phases of care:  initial MD evaluation, pre-admission testing, surgical episode, 90 day warranty, extended 90 day warranty
•Professional
•Facility
•Prescription
•Readmissions
•Post acute services (up to 90 days)		Bundle payment- 90 days Post Surgery:
•Surgical procedure
•Professional
•Facility
•Prescription
•Readmissions
•Post acute services (up to 90 days)		A single bundled episode payment to the providers:
•Onsite preadmission testing and evaluation including 
•Diagnostic and laboratory
Complete Inpatient stay
•Pre-admission and inpatient 
• mMedications
•Surgical/physician fees
•Anesthesia fees
•Implant device
•Inpatient physical therapy
Post-op physician before travelling home		A single bundled episode payment:
•From 30 days prior to the index admission date to 180 days after index discharge date
•Duration of episode (30-day look-back period, duration of hospital stay and 180-day look-forward period) with a maximum of continuous 30-day gap				Negotiated rate with Anthem or Shield (based on FFS).  $30,000 threshold.   No bundled payment. 		Bundled payment- Part A Medicare services paid as part of the MS-DRG payment; retrospective payment model		Bundled payment- all non-hospice Part A and B services during the initial inpatient stay, post-acute period and readmissions; Retrospective payment model		Bundled payment- All non-hospice Part A and B services during the post-acute period and readmissions; Retrospective payment model		Bundled payment- All non-hospice Part A and Part B services (including the hospital and physician); Prospective payment model

		Risk Model		Two possible methods:
1. Full risk in first year of three year period. 
2. Shared risk in first two years of the agreement.  Full risk in third year of the agreement.  		Shared savings- upside only. 
Employer, PDP, Providers (via MSK IPA) would share with employer in total savings – target less actual (spend plus PDP fee) = savings 																		For the purposes of determining a quarterback’s performance, the total reimbursement attributable to the quarterback will be adjusted to reflect risk and/or severity factors captured in recent claims data in order to be fair to providers with high-risk patients, to avoid any incentive for adverse selection of patients and to encourage high-quality, efficient care. Episode reimbursement attributable to a quarterback for calculating average adjusted episode reimbursement may be adjusted based on these selected risk factors. Over time, a payer may add or subtract risk factors in line with new research and/or empirical evidence.

		Target Price		TBD		$35,000								$30,000



		INTERVENTIONS

		Clinical				•Shifting inpatient services to using payment policy as incentive
•Replacing higher cost for lower cost implants coming off patent-use of formulary
•Reduced readmission – case coordination with post acute providers (SNF, IRF, Home Health) 						Optional outpatient rehabilitation package. Hospitals and health plans may optionally negotiate to include these services (make them not separately billable) during the 21 days following the date of surgery for the index procedure.
• Initial evaluation by Physical Therapist, with recommendation for number of visits (2-3X/week is common, but varies from 1-3X per week).
• Physical therapy visits, as recommended.
• Evaluation by Home Health Aide or Occupational Therapist of physical environment of patient and need for equipment, e.g. braces, grabbers etc. Note: this usually starts with one visit in hospital, but home evaluation is also common.
• Blood draws for INR for patients receiving anti-coagulants (e.g., warfarin) at frequency of 2X/week for 3 weeks. Done by Home Health Agency. (Note: About 50% of patients require).

		Care Management/Utilization Review		•Pre-op discharge plan and care plan
•pre-op education for patient and/or family
•care coordinator telephone calls (per program)
•Coordination of post op surgeon visit		Lowest cost, clinically appropriate post acute care setting – guided discharge to preferred and lowest cost care settings		•Care coordination:  COE communicates directly with- patient and- home physician including evaluation, recommended plan of care, and post-op instructions, including scheduling follow up visit with the home provider
• Care management: oversight by Health Design plus from initial inquiry through evaluation, all care at the COE to the transition back to the home provider and carrier.
•COE patient navigator

		Benefit Design		Centers of Excellence, narrow network, reference pricing, significant benefit design differential (e.g. waive deductible). 		Narrow network, quality and economically aligned surgeons 		Bundled payment, COE, complete carve out works with existing benefit design. 		1. Inpatient facility model: No Model; trimmed mean for age <65 yr.
2. Professional, outpatient facility, pharmacy & all other claims model: Model for age < 65

		Precare management and utilization



		IMPLEMENTATION

		Organizational Structure		Bundled payment		Physician owned network contracted in market		Centers of Excellence

		Contract/network		•TJR bundled payment program directly with a health plan/administrator;
•TJR bundled payment program directly with providers; or
•TJR bundled payment program in collaboration with CPR and other CPR Member companies in a defined geographic area. 		PDP developed/organized and managed sub-network of MSK providers which are embedded within the current provider network		ECEN selected CoEs contract directly with Health Design Plus. Participating employers can access bundled rates at all of the ECEN centers, current and future, through a single contract with HDP.						Subset of Anthem and Shield of California network

		Third Party Relationship		Through employer's existing health plan/TPA. 
CPR to potentially be a third party. 		Through employer's existing benefit plans, UM medical management programs		Program run by PBGH		Program by Prometheus Payment		Program by Integrated Health Association		Anthem, Blue Shield of CA





		Measures and evaluation		PROGRAM EVALUATION
Surgical Frequency
• Total procedures per 1,000 patients
Utilization
• Average Length of Stay (ALOS)
• Readmission rates (30,  90 days)
Cost
• Case-mix adjusted total episode costs
• Total employer’s cost compared as a % of Medicare 
Quality
• Mortality rate
• 1 year revision rate
• Post-surgical complication rate (90 day post)
• Prophylactic antibiotic received w/in one hour prior to surgical incision
Coordination
• Physical therapy w/in 30 days
Functional Status
• Pre-op scores compared to 30 days post-op 
Patient Satisfaction/Experience
• H-CAHPS Discharge Measure 
• H-CAHPS Willingness to Recommend Hospital Measure
		Surgical Frequency 
•Total Procedure Rate per 1,000 is stable to lower •Surgical Cases as % of Medical Conditions – benchmark by market 
•Capture Rate ~ not less than 60% by end of Year 1
Effective Cost Control 
•Reduction in total Cost Paid per Case Mix Adjusted Patient Episode (Paid plus fees to PDP)  – 15%
Administration
•Overall total administration costs same as current spend – but may increase as % of MSK
Implementation Friction
•Patient, Provider, Vendor (network or payor) complaints Costs – 
•Additional Data Analysis, Management Time, etc.
•Days from LOI to GO Forward and Days from GO Forward to First Report 
Quality Measures
•readmissions
•complications
•ALOS
•patient satisfaction
•Infection rates		Length of Stay
Fall Rate
Patient satisfaction scores (HCAHPS and ECEN program evaluation)
Patient reported outcomes (quality of life and condition specific functional measures)
Procedure-related complications (facility and surgeon level) including but not limited to:
• Mortality
• 30-day readmission rates
• Post-op infection rates
• Surgical Care Improvement Project Core Measures
• Subset of AHRQ patient safety indicators		Mortality				Avg. amount paid in baseline year was ~32,000.  
Avg. amount paid in pilot year was ~$23,000.
72% of payments were made UNDER the $30,000 reference price threshold.
										Quality measures “to pass”:
 •Readmission rate - 30-day all cause readmission rate (after applying readmission exclusions)

Quality measures “to track”:
•Deep Venous Thrombosis (DVT)/ Pulmonary Embolism- Percent of patients with post-op Deep Venous Thrombosis (DVT)/ Pulmonary Embolism (PE) within 30 days post-surgery
•Post-op wound infection - Percent of patients with post-op wound infection rate within 90 days post-surgery
•Dislocations or fractures - Percent of patients with dislocations or fractures within 90 days post-surgery
•Length of stay - Average inpatient length of stay

Quality metrics are calculated on a per quarterback basis across all of a quarterback’s valid episodes.

				PROVIDER EVALUATION
Participation in Multi-Center Joint Registry
Provider must participate in a multi-center registry that provides benchmark performance reporting to provider at physician level, and includes patient demographic, implant, and functional outcome.  The provider shall participate in at least 1 of the following registries:  
• California Joint Replacement Registry (CJRR) 
• American Joint Registry (American Academy of Orthopaedic Surgeons)   
Tracking Adverse Events and Rates
Provider will track and report to the Plan the following metrics for all Covered and Eligible Persons in the Program:
• Percentage of patients with antibiotic prescribed within 3 days of date of procedure
• Average length of stay 
• 30 day, 60 day, 90 day post discharge re-admission rate to hospital (includes transfers from Rehab/SNF)
• Infection Rate – all noted surgically-related infections within 30 days 
• Dislocations within 90 days of original procedure date 
• Revision procedures within 90 days of original procedure
• DVT/Embolisms within 90 days of original procedure
Care System Improvement & Performance Based Compensation
Provider will provide demonstration of care system and quality review through the following processes: 
• Providing the charter and membership of Provider’s Quality and Patient Review Process;
• Providing a summary of meetings and agenda and attendance of membership in Quality Review process; and,
• Outlining Quality and Performance Compensation & Incentives made available to Providers and Affiliated Providers under this program.



		Reporting		Quarterly reports to Employer
Semi-Annual Review with Provider		Quarterly reports to Employer
Employer will provide utilization data to PDP monthly
Semi Annual Review 		Quarterly employer reports from HDP
Monthly provider updates
Annual provider assessment report



		Net Savings to Employer				Year 1- 1.4%
Year 2- 4.8%
Year 3-7.14%		Estimated ROI within 2 years
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Health Care Incentives Improvement Institute Inc.

PR®METHEUS
PAYMENT"

Igniting Payment Reform

Knee Replacement (KNEE) ECR Playbook
ECR Definition Summary

Definition

Trigger Codes

The patient has an inpatient facility claim or a professional claim with
1) any of these ICD-9-CM procedure codes in any position:
81.54
or
any of these CPT codes in any position;
27438:27447

AND

2) any of these ICD-9-CM diagnosis codes as the principal diagnosis on the index

inpatient facility claim:
714.xx, 715.xy, y=6,9, 716.xy, y=6,9, 717.xx, 718.xy, y=6,9, 719.xy, y=6,9
711.y6,y=1,2,3,4,5,6,7,8,9, 711.y9, y=1,2,3,4,5,6,7,8,9, 712.xy, y=6,9
713.xy, y=6,9, 731.xx, 732.yx, y=4,6,7,9, 733.yx, y=0,2,5,6,7,
733.1y, y=0,6,9, 733.4y, y=0,9, 733.8x%, 733.9y, y=0,1,2,3,5,9,
736.yx, y=4,5,6, 736.yx, y=8,9, 739.6, 754.4x, 755.6y, y=4,9, 756.yx, y=4,5,9

Episode Time Window

From 30 days prior to the index admission date to 180 days after index discharge date

Enrollment / eligibility
requirement

Duration of episode (30-day look-back period, duration of hospital stay and 180-day
look-forward period) with a maximum of continuous 30-day gap

Patient Exclusions

1. Enrollment criteria not met

2. Age <18 or Age >= 65 years

3. Discharge status is left against medical advice

4. In-hospital death

5. The index stay has an additional ICD-9-CM procedure code of 80.06 or CPT code
27488, or admitted through emergency room

Has a stay with > 1 condition trigger code (excludes bilateral procedures)

Episode had > 1 stay with a condition trigger code (whether index or readmission)
Does not have both an inpatient index stay and a relevant professional claim (orphan
episode)

No

®©

Claim/Episode charge
exclusions

Remove PFO claims if the claim charges are missing, < $10, or >$1,000,000
Remove Stay claims if claim charges are missing, < $50, or >$1,000,000

Remove Pharmacy claims if claim charges are missing, < $1, or >$1,000,000
Remove episode if total medical charges for the episode are < $20 or > $1,000,000
. Remove episode if total pharmacy charges for the episode are < $1 or > $1,000,000

agRrwdPE

Medical exclusions

HIV cancer, suicide, end-stage renal disease (ESRD), pregnancy and newborn
conditions

Procedural exclusions

Exclude claims with select major or irrelevant surgical procedures such as transplants
etc., as indicated in the “all codes” workbook
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Definition

Potentially Avoidable
Complications (PACs)
— this includes CMS
defined hospital
acquired conditions
(HACs), AHRQ’s
patient safety indicators
and more

Index stays could be considered as having a PAC if they are one of three types:

1. PACs related to the index condition: The index stay is regarded as having a PAC if
during the index hospitalization the patient develops one or more complications related
to the primary procedure such as wound infection, bleeding, return to the operating
room, etc.

2. PACs due to Comorbidities: The index stay is also regarded as having a PAC if one
or more of the patient’s controlled comorbid conditions is exacerbated during the
hospitalization (i.e. it was not present on admission). Examples of these PACs are
diabetic emergency with hypo- or hyperglycemia, pneumonia, lung complications
gastritis, ulcer, Gl hemorrhage etc.

3. PACs suggesting Patient Safety Failures: The index stay is regarded as having a PAC
if there are one or more complications related to patient safety issues. Examples of these
PACs are septicemia, meningitis, other infections, phlebitis, deep vein thrombosis,
pulmonary embolism or any of the CMS-defined hospital acquired conditions (HACs).

In addition, professional claims, as well as readmissions are considered as typical or as
having a PAC based on the codes on these claims.

Type of model(s)
developed

1. Inpatient facility model: No Model; trimmed mean for age <65 yr
2. Professional, outpatient facility, pharmacy & all other claims model: Model for age
<65

“x = any digit from 0-9 inclusive or blank, y is as indicated.
"PFO: Professional, outpatient facility, ancillary and other claims
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Value Based Purchasing Design and Value Based Site of Care Programs
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About CalPERS Health Program


Covers more than 1.3 million active and retired state, local government, and school employees and their family members


Purchases health benefits for State of California and more than 1,100 local and government agency and school employers


Second largest employer purchaser in the nation after the federal government, spending more than $7 billion in 2012
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Three Health Maintenance Organizations (HMOs):


Blue Shield of California NetValue


Blue Shield of California Access+


Kaiser Permanente


Three self-funded Preferred Provider Organization (PPO) plans:


PERS Select


PERS Choice


PERSCare


Three plans for Association members


Medicare and Basic for each of the above
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About CalPERS Health Program
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Background


Health vision statement (excerpt): “CalPERS will lead in the promotion of health and wellness of our members through best-in-class, data-driven, cost-effective, quality, and sustainable health options for our members and employers”


CalPERS tests innovative models of health care delivery to maintain affordable benefits


Priority Care pilot, Humboldt County


Integrated Health Care pilot, Sacramento area


Value Based Purchasing Design (VBPD) and Value Based Site of Care








4














4





Value Based Purchasing Design (VBPD) and Value Based Site of Care 
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What is Value Based Purchasing?


Varies cost-sharing to provide incentives for: 


Providers to deliver efficient, high quality services at lower, more uniform costs


Health plans to create access to value-based purchasing


Members to make wise purchasing decisions


Example:  Total costs for musculoskeletal disorders in commercial plans >$540 million in 2008


Elective hip and knee replacements cost $55 million


Costs vary from $15,000 to $110,000 per admission – no measurable quality or outcome difference


Mean hip replacement cost $33,400; knee replacement $31,200 per episode


Costs validated by two CalPERS population health studies
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Why hip and knee replacement surgeries?


Procedures almost always elective


Pre-planned service: patient can decide where, when, and how they want the procedures to occur


Sufficient number of high-volume, high-quality hospitals perform the procedure


Dramatic cost variations among hospitals
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Anthem Blue Cross of California (2011) 
Knee and hip replacement for PPOs


For CalPERS self-funded PPO plans, Anthem established payment threshold of $30,000 for routine single knee and hip joint replacement hospital stays





If member does not elect a designated facility and provider charges in excess of the threshold, member pays difference between threshold and hospital charges





If member elects procedure at a designated California facility, data demonstrate that the allowable amount will be under the threshold and the member will have no additional cost sharing
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Anthem: 46 designated California facilities as of 2011


Scheduled amount for these surgeries has historically been sufficient


Performed at least 10 of the surgeries on CalPERS members and complied with payment threshold


High-quality institutions, e.g., U.C. San Francisco, Cedars Sinai, and Loma Linda University
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PPO VBPD Preliminary Results


Baseline: 533 knee & hip claims 1/1/2010 – 12/31/2010 (incurred and paid)


Below Threshold - 67% (Avg. Paid Amt: $19,653)


Above Threshold - 33% (Avg. Paid Amt: $60,096)


Total Avg. Paid Amt: $32,932





Pilot: 592 knee & hip claims 1/1/2011 – 12/31/2011 (incurred and paid)


Below Threshold - 72% (Avg. Paid Amt: $19,246)


Above Threshold - 28% (Avg. Paid Amt: $33,203)


Total Avg. Paid Amt: $23,112
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 Claims – Post Implementation


Claims – Pre Implementation


PPO VBPD Pre and Post Implementation: Average Paid Amounts
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“Major Diagnosis of Muscle/Tissue Disorders” Includes Knee/Hip Joint Replacements.
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Blue Shield of California (2012) 
Knee and hip replacement for HMOs
 


Based on Blue Distinction Centers (BDCs)  


In Blue Shield’s network 


Nationally recognized for clinical care and processes


Include high quality hospital providers that are most cost-effective in each region


Twenty-four hospitals met specific quality and cost criteria as of 2012


Members directed to obtain surgeries from BDCs


Include travel benefit for >50 miles to a BDC (goal is for >80% of members to travel <50 miles)
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See also: “A Global Budget Pilot Project Among Provider Partners and Blue Shield of California Led to Savings in First Two Years,” Paul Markovich, President, Blue Shield of California, Health Affairs, 31:9, September 2012.
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Value Based Site of Care (2012)


Anthem PPO Plans:  Encourage use of ambulatory surgery centers (ASC) over outpatient hospital settings for by applying thresholds to PPO outpatient hospital utilization. Members pay amount above the following thresholds when using outpatient hospital instead of ASC:


Colonoscopy - $1,500


Cataract surgery - $2,000


Arthroscopy - $6,000








Blue Shield HMO: Add $250 co-pay for use of hospital outpatient setting instead of ASC for colonoscopy, cataract surgery, and pain management.
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What CalPERS Has Learned


Integrated health care delivery approach needed to manage the health of a population by


Creating incentives for adoption of best practices, coordination of care, improved clinical outcomes


Testing PPO attribution models, high intensity case management and shared savings models between CalPERS and providers (Priority Care)


Improving care management across the continuum of care, and test global budget models between CalPERS, Blue Shield and providers (Hill/Dignity) 


Developing benefit models that raise awareness of cost variations not linked to improved clinical outcomes (VBPD)
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CalPERS Center for Innovation (CFI)


CFI researches, develops, and tests high-potential health and retirement innovations


Sample CFI project: evaluation of VBPD in collaboration with UC-Berkeley
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http://www.calpers.ca.gov/index.jsp?bc=/about/organization/divisions-offices/center-innov.xml
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Questions?
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Total joint replacement episode algorithm summary (1/3)

Triggers

A surgical procedure for total hip replacement or total knee replacement unless accompanied by a procedure modifier exclusion
code.

Principle Accountable
Provider (PAP)

For each episode, the Principal Accountable Provider (PAP), or quarterback, is the orthopedic surgeon (by Tax ID) performing the
total joint replacement procedure.

Exclusions

Episodes meeting one or more of the following criteria will be excluded:

= Age: Older than (>) 64

= Co-morbidities: HIV, ESRD, pregnancy, organ transplants, sickle¢ell, blindness, hemophilia, active cancer management, trauma,
fractures/dislocations/open wounds, hemiplegia/paraplegia, lower limb amputation status

= QOther: Patient left against medical advice, death in hospital, dual coverage of primary medical services, not continuously
enrolled, FQHC/RHC, third party liability, incomplete claims

= A trigger must be preceded and followed by a 90-day period clean of another trigger with the same code that triggered the
episode. This means a trigger with'the same code for the same patiént cannot occur twice within 90 days. For example: If the
same Total Hip Replacement trigger is detected within'the 90 day post —trigger window, both episodes will be excluded.

Episode time window

Episode begins 45 days prior to date of admission for the inpatient hospitatization for the total joint replacement surgery and
end 90 days after the date of discharge.

Claims included

Prior to admission for surgery: Related labs and claims filed by the Quarterback

During surgery admission: All claims included

After discharge from surgery: .~ -~ R

= Related claims only (radiology-claims; claims filed by quarterback, all-¢laims associated with a hip/knee ICD-9 diagnosis code)

= Readmissions: All cause 0-30.days after:discharge except list of tinrelated claims created and maintained by CMS for the
Bundled Payments for Care Improvement (BPCI) Initiative and readmissions due to infections and complications, follow-up
evaluation & management, home health & therapy and labs/imaging/other outpatient procedures 31-90 after discharge

= Medications: Relevant medication incltiding anticoagulants, analgesics, iron, stool softener, anti-nausea, NSAID, and antibiotics

Quality metrics

Quality measures “to pass”:

= Readmission rate - 30-day all cause readmission rate (after applying readmission exclusions)

Quality measures “to track”:

= Deep Venous Thrombosis (DVT)/ Pulmonary Embolism - Percent of patients with post-op Deep Venous Thrombosis (DVT)/
Pulmonary Embolism (PE) within 30 days post-surgery

= Post-op wound infection - Percent of patients with post-op wound infection rate within 90 days post-surgery

= Dislocations or fractures - Percent of patients with dislocations or fractures within 90 days post-surgery

= Length of stay - Average inpatient length of stay

Quality metrics are calculated on a per quarterback basis across all of a quarterback’s valid episodes.

CPT® is registered trademark of the American Medical Association Updated 04/22/2014







Total joint replacement episode algorithm summary (2/3)

Risk Adjustment For the purposes of determining a quarterback’s performance, the total reimbursement attributable to the quarterback will be
adjusted to reflect risk and/or severity factors captured in recent claims data in order to be fair to providers with high-risk
patients, to avoid any incentive for adverse selection of patients and to encourage high-quality, efficient care. Episode
reimbursement attributable to a quarterback for calculating average adjusted episode reimbursement may be adjusted based on
these selected risk factors. Over time, a payer may add or subtract risk factors in line with new research and/or empirical
evidence.

Trigger codes Each episode is triggered by a surgical procédure for total hip replacement or total knee replacement. The procedure is

identified by a claim with either of the following procedure codes and ICD-9 diagnosis codes.

Hip Replacement:

= CPT code: 27130

= |CD-9 PX: 81.51

Knee Replacement:

= CPT code: 27447

= |CD-9 PX: 81.54

Exclusion from Hip or Knee Replacement {disqualifying triggers): - ~ —  —

= |CD-9 DX: 800.x—829.x, 860.x—869.1x, 850.x—854.X, 925.x—929.x, 170.x, 996.x, V52.x

Modifier Exclusion Codes: . ' Rl

= Procedure Modifier: 23, 52,:53, 55, 56, 57,:58, 73,;:74; 78,79, 80, 81, 82, 90, 91, A5, A6, A7, A8, A9, AA, AD, AS, E1, E2, E3, E4,
G8, G9, GB, GC, GE, HL,.SM,.SN,'ST, TC; TS, ZZ

Exclusion codes List of prior diagnoses and meds that would disqualify a patient-from the episode

= |[CD-9 DX: 042,V08, 79571, 340.x, 286.x, 585.6x, 285.21, 630.x-669.x, V22.x- V24.x, V27.x, V42.0, V42.1,V42.6,V42.7, 996.82,
996.81, 996.83, 996.84, 282.6, 369.0x, 286.0x- 286.2x, 140.x- 239.x, 959.7, 718.35, 718.38, 820.x, 827.x, 835.x, 928.01,
928.11, 890.x, 891.x, 894.x, 836.%, 821.x- 823.x, 342.9x%, 436.%, 344.1x, V49.7x, 895.x - 897 .x

= |CD-9 PX: 50.5x, 55.6x, 37.5, 33.5, 84.1x

CPT® is registered trademark of the American Medical Association Updated 04/22/2014







Total joint replacement episode algorithm summary (3/3)

Exclusion codes Cancer ICD-9 DX must be accompanied by one of the following:

= Revenue code: 0280, 0289, 0330, 0331, 0332, 0333, 0335, 0339, 0342, 0344, 0973

® CPT code: 38230, 38240, 38241, 38242, 77261, 77262, 77263, 77280, 77285, 77290, 77295, 77299, 77300, 77301, 77305,
77310, 77315, 77321, 77326- 77328, 77331- 77334, 77336, 77338, 77370 - 77373, 77380, 77381, 77399, 77401-77409,
77411-77414, 77416- 77423, 77425, 77427, 77430, 77431, 77432, 77435, 77470, 77499, 77520, 77522, 77523, 77525, 77600,
77605, 77610, 77615, 77620, 77750, 77761-77763, 77776-77778, 77781-77790, 77799, 79005, 79020, 79030, 79035, 79100,
79101, 79200, 79300, 79400, 79403, 79420, 79440, 79445, 79900, 79999, 96401, 96402, 96405, 96406, 96408-96417, 96420,
96422, 96423, 96425, 96440, 96445, 96450, 96520,°96521+96523, 96530, 96542, 96545, 96549

® |CD-9 PX: 00.10, 00.15, 41.0, 41.00, 41.01, 41.02, 41.03, 41.04, 41.05, 41.06, 41.07, 41.08, 41.09, 41.91, 92.2, 92.20, 92.21,
92.22,92.23,92.24,92.25,92.26,92.27,92.28,92.29, 99.25, 99.28, 99.85

These codes represent the set of clinical‘exclusions described previously

Codes to assign PAP | PAP is the orthopedic surgeon performing the joint replacement surgery and is identified by the triggers outlined above.

Reporting codes Deep Venous Thrombosis (DVT)/ Pulmonary Embolism:

® |CD-9 DX: 451.0x, 451.1x, 451.2x, 453.4, 453.40, 453.41, 453.42, 454 %, 444,22, 415.1x

Dislocations or fractures:

® /|CD-9 DX: 808.x, 820.x; 821.x, 835.x, 718.x, 820.x, 822.x, 836.x, 718.x

Post-op wound infection: * " . o

® CPT codes: 10180, 12020, 12021; 13160, 35860

= |CD-9 DX: 997.32,997.33,997-34;997:35, 997-36-997-37,-997.38; 997.39,998.4x, 998.6x, 998.7x, 998.81, 998.89, 998.9x,
342.x, 344.1x, 897.x, V49.7x, 038.x,:039.x, 422.92, 449.x, 785.52,995.91, 995.92, 996.6x, 998.3%, 998.5x, 998.83

= |CD-9 PX: 84.1x

Included List of ICD-9, CPT, and HIC3 codes that should-be-included in episode are as follows
claim = All claims filed by the PAP
codes = CPT codes: 27130, 27447, 73500, 73510, 73520, 73530, 73540, 73550, 73560, 73570, 73580, 73700, 73701, 73702, 73721,

73722, 73723, 27134, 27137, 27138, 27486, 27487, 27488, 10180, 12020, 12021, 13160, 35860

* CD-9 DX: 710.x- 721.x, 725.x - 733.x, 736.x, 738.x, 739.x, 755., V54.81, V58.31, V58.32, \V58.78, V43.64, V43.65, 995.91,
995.92, 996.6x, 996.4x, 415.12, 785.52, 422.92, 449.x, 998.3x, 998.4x, 998.5x, 998.6x, 998.7x, 998.80, 998.81, 998.83, 998.84,
998.85, 998.86, 998.87, 998.88, 998.89, 998.9x, 997.32, 997.33, 997.34, 997.35, 997.36, 997.37, 997.38, 997.39, 038.x, 039.x,
835.x, 836.x, 808.x, 820.x - 829.x

= HIC3: C3B, D6S, HOD, H3A, H3D, H3E, H3H, H3N, H3U, H3V, H3X, H6J, J9A, MOE, M9K, M9L, M9T, M9V, Q3S, Q5W, Q7K, S2B,
S2L, S2P, S2T, W1A, W1C, W1D, W1F, W1H, W1J, W1K, WiL, W1M, W1N, W10, W1P, W1Q, W1S, W1W, W1X, W1Y, W1Z,
W2A, W4P, W3A, W3B, WIA, W9B, WID, W9G

CPT® is registered trademark of the American Medical Association Updated 04/22/2014
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EMS IS A MUSCULOSKELETAL (MSK) MANAGEMENT SERVICES GROUP 


MSK Supply Chain 


Supply chain management of devices / biologics / other


Direct contracts with hospitals


Co-management agreement development and management via payor contracts with MSK IPA for episode and benefit management









MSK Episode & Benefit Management 


Delivery system organizer – recruitment and credentialing, clinical practices, facilities, and outpatient post acute providers


MSK IPA – formation, staffing, operations and support of practitioner led MSK IPA 


Analytics and metrics – convergence of claims, patient outcomes, clinical data into practice level reporting to improve workflow, process of care quality and outcomes


Care coordination – practice level support including patient assessment, appropriate treatment pathways, adherence, and care resource management 


New business development


Payor focused benefit design, carveout implementation, and integration 
in current and future benefit products


Design, define and manage of new payment models – with payors and ACOs 


Operational support for implementation and operation – stakeholders (patient , provider, payor)
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MSK IMPACT ON HEALTH BENEFITS   





Inflation adjusted medical cost per MSK patient increased 25% from $5,129 in 1999 to $6,429 by 2006. 





Diseases of the Musculoskeletal System (MSK) as a set of conditions (ICD9CM 710 -739) can account for 10% to 14% of total medical costs. 1





Major procedures – fusion, laminectomy, knee replacement, account for 30% to 50% of this total MSK spend, with the balance being medical, pharmaceutical,  PT, OT, Chiro and other ambulatory costs associated with care of patients medically and post surgical








1. Estimated based on frequency of conditions x annual cost per patient, divided by commercial premium ($3,900) and Medicare Advantage Premium ($9,300), with an overall MLR of 85% 
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TRADITIONAL TOOLS FOR MSK COSTS NOT EFFECTIVE 


			Solution 			Plan Activity 			Status 


			Lower Unit Cost  			Negotiate lower episode costs with hospitals 			Mature solution – hospitals are aggregating capacity – more challenging  


			Payment Policy  Professional 			Professional and implantable – paid to MD
Increased payment for outpatient site of care
			Hospitals bill as pass through – likely requires hospital contracting
Challenging incentives for hospital employed /owned practice groups


			Product Configuration 			Coverage based on reference pricing – higher coverage for members treated at value (cost and quality) facilities (i.e. TKR limited to hospitals with total cost at $35k per procedure) 
Limited provider network – member incentives around low cost MD groups - 			Requires new benefit plan and may cause network stability issues if Health Plan initiated 

Employer driven benefit more effective 


			Post Acute Care 			Care coordination to get patient to lowest cost care setting 			Management of patient discharge – effective but requires specialized care coordination and integration


			Utilization Management 			Prior approval and medical review 
Prior notification 
			Fully regulated , mature and limited effectiveness
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CRITICAL ELEMENTS TO CONSIDER PROGRAM VIABILITY 


Aligns with Current Programs – Incrementally Innovative  


Leverages existing quality, performance and case management programs


Supports Transparency – Reference Pricing or Other benefit differential programs in place





Considers Patient, Provider, and Payor


Patient focus- effective at getting to target functionality –established by patient – guided by physician


Health Savings (at Payor Level) have to be re-distributed to key stakeholders to effect change





Demonstration of Total Savings – Does what it says


Doesn’t inflate procedure frequency (cases per 1,000 enrollees) 


Lower cost per procedure- including post acute care window 


Has impact- high percentage of market  cases captured – needs to be substantial 





Low Implementation Friction and Reasonable Pace of Implementation 


Versioned implementation – network, case management, results, incentives	























© All Rights Reserved


CONFIDENTIAL


E M  S


  A PDP Holdings Company


PROPOSAL


PDP would Provide Employers In Dallas Fort worth a demonstration program to reduce Total MSK Surgical Costs by 7%





Through a PDP developed/organized and managed quiet sub-network of MSK providers which are embedded within the current provider network 


Spine and Total Joint Practices, PT, OT, Imaging Services 


Inpatient and outpatient facilities, and Skilled Nursing, Rehab and Home Health providers


Paid under current contracted terms – by payor*





3 Year Period – Dallas and Fort Worth – Spine, Knee, Hip procedures – January 1 2014- December 31 2016





Through Employers existing benefit plans, UM medical management programs





Evaluated and measured on a retrospective MSK Bundle (surgical procedure, professional, facility, Rx, readmissions, post acute care services from date of procedure through 90 days) 





Quarterly Reports to Employer (Cases)





Employer will provide utilization data to PDP monthly 





Semi Annual Review and Annual True Up 





PDP would be paid on a per case admin fee ~ 5% of Target Spend Per Case





Employer, PDP, Providers (via MSK IPA) would share with employer in total savings – target less actual (spend plus PDP fee) = savings 
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BUNDLED PAYMENT & CAPITATION MSK SERVICE LINE DETAILS


						Bundle Payment  
(Procedure -90 days Post) 


			Focus & Scope			Lower Cost Per Procedure – Spine, Total Joint


			Impact on Customer			Lower unit cost per procedure estimated to reduce total medical cost spend 0.5% – Based on net savings from unit costs for procedures that account for 7% (net)  of total medical cost per case


			Interventions			Reduce Bundle Input Costs
Outpatient for inpatient – payment policy
Lower cost implants – replacing higher cost 
Network – narrow network, quality and economically aligned surgeons
Reduced readmission – case coordination with post acute providers (SNF, IRF, Home Health) 
Lowest cost, clinically appropriate post acute care setting – guided discharge to preferred and lowest cost care settings  


			Considerations 			Risk-fixed price per procedure bundle – spine, total joint (knee, hip) case cost 
Gain share – % saved shared with stakeholders
Admin fee – to PDP per case cost estimated at 5% of Target Spend 
2-year term minimum 


			Definition and Data Set 			All patients continuously enrolled costs for target procedures (knee replacement, hip replacement, spine lumbar, cervical procedures); includes all professional, facility, ancillary, for the procedure plus 90 days following related to the procedure (i.e. rehab, readmission etc.) 


			Target			All in historical costs per episode (risk adjusted) discounted to create go forward target price. Annual trend applied to subsequent years to target price
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PLATFORM & BUSINESS MODEL


Network Structure 


Entity MD owned network (IPA) formed in market (charter & bylaws)


MD driven quality, performance, clinical and care medical pathways


PDP operates IPA network, episode management and reconciliation, patient navigators, MD extenders, data collection/reporting


MD’s paid FFS – on plan paper 





Flexible Business Model for Payors


Health plan payor network – single payment structure (FFS pro-fee with gain share); 90-day methodology embedded in agreement carveout structure


ACO’s – FFS pro-fee with % of allocable savings to MSK IPA


Self funded employer – larger employers may elect to carve out of existing network – customized  network, benefit plan, performance incentives, etc.


Spine Practices


Joint


Practices


Health Plan Payor Networks- as single provider ID 


AC0’s – 
(See Self-Funded) 


Contracts and Participating


Providers – Within ACO’s or Payor Networks 


Self Funded Direct Sub contracted Network (carveout from Payor /TPA services – single provider ID 
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MSK Networks


Joint


Spine


PDP – forms and operates  MSK networks (long-term agreement)


Practices on Exclusive or 
Non-Exclusive Basis 
w/MSK IPA
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						Target 			Year 1			Year 2			Year 3


			Target Case Cost* 
(Joint Replacement- plus 90 days) 			$35,000			$35,000			$35,000			$35,000


			Observed Case Cost **						$32,000			$29,500			$28,000


			Network Operating  Cost/Case			EMS Management Fee			$1,500			$1,500			$1,500


			Quality & Performance Accrual Per Case			Performance Based Model 			$500			$500			$500


			Savings per Case						$1,000			$3,500			$5,000


			# of cases admitted to program per year (example) 						20			30			40


			Total Health System Savings (Target less Observed, Operating  and Quality) x number of cases						$20,000			$105,000			$200,000


			
Gain Share - 			50%			$10,000			$52,500			$100,000


			
Net Savings to Employer			Target Less Gain Share/ Target			1.4%			4.8%			7.14%





Established to prove model metrics , implementation 


 


Target Case Cost – baseline – includes trended professional, facility, post acute and Rx cost  





Savings are net of costs and distributions to stakeholders (EMS and Providers) 



Savings include trend abatement, 


*Target Cost includes condition related costs of care – surgical procedure facility, professional, lab, imaging, skilled nursing, re-hospitalization,   inpatient rehab, home health and outpatient rehab- date of procedure + 90days. **Observed Cost: summary of efforts impact of implant formulary, surgical setting, case coordination, reduction of re-admission, monitoring complex patients, stop  loss coverage.  


Employer Economics EXAMPLE – TOTAL JOINT
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SUGGESTED MEASURES 


Base Line 


Surgical Frequency


Total Procedures per 1, 000 (i.e. Total Knees per 1,000, age adjusted rate; or)


Total Surgical Cases as % of Total Patients with Primary Medical Conditions (i.e. Total Joint cases in year as % of Total Arthritis patients)


Effective Cost Control


Mean Paid Cost per Patient (All in Procedure + 90days Post) = Target Case Cost 


Case Mix Adjusted – (MS DRG if inpatient) 


Administration 


Current Attributed Costs of MSK program – case management, data, benefit incentives (if applicable) per Enrollee or total MSK Spend (i.e. 6% includes total administration)


Re-contracting or Case Re-Pricing (to avail lower cost of implantable selective facilities may need to be contracted) 


Evaluation Standards


Surgical Frequency


Total Procedure Rate per 1,000 is stable to lower 


Surgical Cases as % of Medical Conditions – benchmark by market


Capture Rate ~ not less than 60% by end of Year 1 


Effective Cost Control


Reduction in total Cost Paid per Case Mix Adjusted Patient Episode (Paid plus fees to PDP)  – 15%


Administration 


Overall total administration costs same as current spend – but may increase as % of MSK



Implementation Friction 


Patient, Provider, Vendor (network or payor) complaints


Costs – Additional Data Analysis, Management Time, etc.


Days from LOI to GO Forward and Days from GO Forward to First Report 








Savings would be calculated based on a rollup of ALL Target and Complete Case Costs Less Actual Paid Patient Costs + PDP Admin Fee = Savings 
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Confidential Program Details


Please do not share the following details – we are under a strict nondisclosure agreement


This information will be made public via a national press release on Tuesday, October 8th


Confidentiality is key to maximizing the impact of this announcement
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ECEN developed during 2013 for January 2014 “go live”
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Employers meet to discuss formation of program 


(January 2013)








COE Assessment (Summer 2013)








Program development (Spring 2013)








COE Selection (Fall 2013)








Go Live (January 2014)








Expansion Planning (2014)


























ECEN Goals: Send a unified signal to the marketplace



Purchasers expect:


Appropriate care


Patient engagement


Quality and outcomes measurement


Accountability


Episode payment
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Remove cost variations unrelated to outcomes 


Costs can vary more than tenfold


Hip replacements range from $11,100 to almost $126,000* 


Research shows the lack of correlation between cost and quality


ECEN uses a single bundled episode payment to the providers


*Rosenthal JA, Lu X, Cram P. Availability of Consumer Prices From US Hospitals for a Common Surgical Procedure. JAMA Intern Med. 2013;173(6):427-432. 
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ECEN’s first procedure: hip and knee replacements














ECEN Program Design


Partnerships with providers: 


COEs focused on quality and patient engagement 


COEs agree to share best practices across the ECEN


Transparency


Patient engagement model:


Appropriate treatment plan


Care coordination: COE-patient-home physician


Patient navigator
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ECEN Payment Design


Bundled, episode payment for:


Onsite preadmission testing & evaluation


Diagnostic and laboratory


Inpatient stay


Pre-admission and inpatient medications


Surgical fees


Anesthesia fees


Implant device


Inpatient Physical Therapy


Post-op physician visit before travelling home
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ECEN “benefits”





Appropriate, evidence-based care


Coordinated care and patient engagement


Faster recovery time and return to work


Predictable costs


Downstream savings
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Rigorous ECEN Center Selection and Assessment


Preliminary Review


Initial interview


RFP response


In-Person or Virtual Site Visits
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Evaluation Criteria


Acute Care Facility Information


Hip and Knee Replacement Program (qualified at surgeon level)


Structure, Patient Experience and Quality


Protocols and Processes


Patient Support Services


Patient Evaluation


Intra-Op and Post-Op Care


Transitions/After Care


Financial Information


Pricing/Bundled Case Rates
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4 Centers of Excellence Go Live on 1/1/2014
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Questions?
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Health Care Incentives Improvement Institute Inc.

PR®METHEUS
PAYMENT

Igniting Payment Reform

Hip Replacement (HIPR) ECR Playbook
ECR Definition Summary

Definition

Trigger Codes

The patient has an inpatient facility claim or a professional claim with
1) any of these ICD-9-CM procedure codes in any position;
81.51, 00.85

or
any of these CPT codes in any paosition:
27130, 27132
and
2) any of these ICD-9-CM diagnosis codes as the principal diagnosis on the index
inpatient facility claim:
714.xx, 715.xy, y=5,9, 716.xy, y=5,9, 718.xy, y=5,9, 719.xy, y=5,9, 720.2
711.y5,y=1,2,3,4,5,6,7,8,9, 711.y9, y=1,2,3,4,5,6,7,8,9, 712.xy, y=5,9
713.xy, y=5,9, 731.xx, 732.yx, y=1,2,6,7,9, 733.yx, y=0,2,5,6,7
733.1y,y=0,4,5,9, 733.4y, y=0,2,3,9, 733.8%, 733.9y, y=0,1,2,6,7,8,9, 736.3x
736.yx, y=8,9, 739.5, 755.6y, y=1,2,3,9, 756.yx, y=4,5,9

Episode Time Window

From 30 days prior to the index admission date to 180 days after index discharge date

Enrollment / eligibility
requirement

Duration of episode (30-day look-back period, duration of hospital stay and 180-day
look-forward period) with a maximum of continuous 30-day gap

Patient Exclusions

Enrollment criteria not met

Age < 18 or Age >= 65 years

Discharge status is left against medical advice

In-hospital death

The index stay has an additional ICD-9-CM procedure code of 80.05 or CPT code
27090:27091, or admitted through emergency room

Has a stay with > 1 condition trigger code (excludes bilateral procedures)

Episode had > 1 stay with a condition trigger code (whether index or readmission)
Does not have both an inpatient index stay and a relevant professional claim (orphan
episode)

abrwbdE

o N

Claim/Episode charge
exclusions

Remove PFO' claims if the claim charges are missing, < $10, or >$1,000,000
Remove Stay claims if claim charges are missing, < $50, or >$1,000,000

Remove Pharmacy claims if claim charges are missing, < $1, or >$1,000,000
Remove episode if total medical charges for the episode are < $20 or > $1,000,000
. Remove episode if total pharmacy charges for the episode are < $1 or > $1,000,000

arwbdE

Medical exclusions

HIV cancer, suicide, end-stage renal disease (ESRD), pregnancy and newborn
conditions

Procedural exclusions

Exclude claims with select major or irrelevant surgical procedures such as transplants
etc., as indicated in the “all codes” workbook

Hip Replacement_Playbook

_1b_ECR Definition Summary.doc Page 1 of 2 ECR Version 3.0/V 3.5








Definition

Potentially Avoidable
Complications (PACs)
— this includes CMS
defined hospital
acquired conditions
(HACs), AHRQ’s
patient safety
indicators and more

Index stays could be considered as having a PAC if they are one of three types:

1. PACs related to the index condition: The index stay is regarded as having a PAC if
during the index hospitalization the patient develops one or more complications related
to the primary procedure such as wound infection, bleeding, return to the operating
room, etc.

2. PACs due to Comorbidities: The index stay is also regarded as having a PAC if one
or more of the patient’s controlled comorbid conditions is exacerbated during the
hospitalization (i.e. it was not present on admission). Examples of these PACs are
diabetic emergency with hypo- or hyperglycemia, pneumonia, lung complications
gastritis, ulcer, GI hemorrhage etc.

3. PACs suggesting Patient Safety Failures: The index stay is regarded as having a PAC
if there are one or more complications related to patient safety issues. Examples of these
PACs are septicemia, meningitis, other infections, phlebitis, deep vein thrombosis,
pulmonary embolism or any of the CMS-defined hospital acquired conditions (HACs).

In addition, professional claims, as well as readmissions are considered as typical or as
having a PAC based on the codes on these claims.

Type of model(s)
developed

1. Inpatient facility model: No Model; trimmed mean for age <65 yr
2. Professional, outpatient facility, pharmacy & all other claims model: Model for age
<65

“x = any digit from 0-9 inclusive or blank, y is as indicated.
"PFO: Professional, outpatient facility, ancillary and other claims

Hip Replacement_Playbook_1b_ECR Definition Summary.doc Page 2 of 2 ECR Version 3.0/V 3.5
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Sheet1

		Services Included In Bundle 

		Phase of Care 		Professional 		Facility 		Rx 		Care Coordination  & Patient Accommodation		Excluded

		Initial MD Evaluation  

		Initial MD Evaluation - initial Surgical visit to determine indications for TJR		Surgeon - Evaluation - New Patient		NA		NA

				Radiologist - Read and Review MRI		Technical Fee for MRI		NA

		Pre-Admission Testing 

		Pre-Admission Testing - medical clearance and patient preparation for procedure		MD -(PCP or IM)  Existing Patient - Extended - P/E 		Pre-Admission Lab Panel 		NA		Pre-Op Discharge Plan and Care Plan 		Additional specialist testing (infections disease, cardiologists, pulmonology consults and testing) 

				Pathologists professional overead - tied to lab panel		EKG Technical Fee 		NA		Pre-Op education for patient /and or family  

						Pre-Op Discharge Plan and Care Plan 		Pre-Operative Antibiotic 

						Pre-Op educations 

		Surgical Episode 

		Surgical Episode -Surgery and Admission - the admission to hospital or outpatient center for the procedures		Surgeon (all surgeons in case, 1st and asst) 		Surgery - Operating Room, Supplies and Post OP recovery		Meds - and Pain Control

				Anesthesia professional		Anesthesia- CRNA and Rx and support		Anesthesia drugs used during and post op surgery 

				Implant (Initial or Revision) 		Implant- includes set up, device, and fasteners, cement, and all supplies		Meds - and Pain Control				Manufacturer warranties apply to the device, components

				Sub-specialty consults-required during normal surgical stay (i.e. Cardiologist, Pulmonology, Endocrine)		Inpatient Stay- ICU, CCU, Post Op, Semi Private Room (Per protocol)		Meds - and Pain Control		3 day parking - at hospital and or at medical hotel during the concurrent surgical episode

						Hotel- if the patient is transferred from the Surgery-Post Op or Discharged from the Hospital- to a "medical hotel" that is integrated into the clinical model of the program the costs of the hotel, dining, and routing clinical services provided at the hotel are included		Meds - and Pain Control- including take home Rx (30 day supply) 

		Warranty

		Basic 90 Day Warranty 		Follow-up Surgeon, within  90 days of discharge from hospital 		Related readmissions to hospital -defined as re-operations, revisions, surgery to relieve surgery caused complications identified as requiring readmission within (90) days post-discharge:  all other readmissions are excluded		NA		Care coordinator telephone calls   (per program) ; Coordination of post op Surgeon visit		Admission costs related to Skilled Nursing, Independent Rehab Facility - not owned/operated by delivery system) 

				Care plan, functional goals, pain assessment, and therapy plan for up to 90 days.  May include review by Physical Medicine or Rehab specialists		Includes hospital outpatient physical rehab (as necessary) - includes PT and OT for up to 30 days post discharge through delivery system owned outpatient rehab		NA		Required DME - cane, crutches, joint immobilizers 		Excludes home oxygen, wheel chair, specialized nutrition, specialized infusion therapy required for other conditions that may be concurrent to the joint repair/revision procedure

				Anesthesia professional		Anesthesia- CRNA and Rx and support		Anesthesia drugs used during and post op surgery 

				Radiologists professional		If required re-imaging within 90 days post discharge 



		Extended 90 day Warranty 		Follow-up Surgeon, within 90 days of discharge from hospital 		Related readmissions to hospital -defined as re-operations, revisions, surgery to relieve surgery caused complications identified as requiring readmission within (90) days post-discharge:  all other readmissions are excluded		NA		Care coordinator telephone calls (per program); Coordination of post-op Surgeon visit

				Physiatrist - care plan and functional assessment for up to 90 days		includes hospital outpatient physical rehab (as necessary) - includes PT and OT for up to 30 days post discharge through delivery system owned outpatient rehab		NA		Required DME - cane, crutches, joint immobilizers 

				Anesthesia professional		anesthesia- CRNA and Rx and support		Anesthesia drugs used during and post op surgery 

				Radiologists professional		If required re-imaging within 90 days post discharge 

				SNF- professional clinical care monitoring - PCP or Internal Medicine, Physiciatristy 		Skilled Nursing Facility admission  (90 days post discharge) 

				Care plan, functional goals, pain assessment, and therapy plan for up to 90 days.  May include review by Physical Medicine or Rehab specialists		Inpatient Rehab facility admission, includes all therapies  (90 days post discharge)

										Required DME - cane, crutches, joint immobilizers 






Disclaimer:  These models are intended to provide possible starting points for final contracts that will need to be individually tailored and negotiated to reflect specific circumstances.



Bundled Payment Agreement – Employer and Health Plan/TPA 

WHEREAS THIS BUNDLED PAYMENT AGREEMENT (this “Agreement”) is made and entered into by and between EMPLOYER, a (“Purchaser”) who offers and pays for  health benefits on behalf of its employees and their dependents, and

WHEREAS   HEALTH PLAN or THIRD PARTY ADMINISTRATOR (collectively “Plan”), is responsible for administering the health plan benefits, including claims payment on behalf of the Purchaser to this BUNDLED PAYMENT AGREEMENT, and 

WHEREAS this Agreement sets forth the terms and conditions under which a Plan will administer a bundled payment arrangement (“Bundled Payment Program”), and

WHEREAS Plan has contracted with an appropriate network of providers to accept payment from Purchaser and Plan for services included under the bundle and a warranty for services within 90 days of the surgery, and includes professional fees, devices, inpatient, outpatient, rehabilitation, skilled nursing, home health and durable medical equipment services as defined in this agreement, and  

WHEREAS both the Purchaser and the Plan (the “Parties”) wish to enter into this collaborative Agreement to form a BUNDLED PAYMENT PROGRAM for a period of three (3) years with an Effective Date of (DATE). 

1. Introduction

The intent of this Agreement is to establish a bundled payment program which works in collaboration with the Purchaser and the Plan to improve the quality and cost effectiveness of care for the Purchaser’s Covered and Eligible Persons that require clinical services AND is a practical innovation that demonstrates alignment of value-based care delivery with payment.

The Bundled Payment Program includes:

1. Care Bundle:  A Care Bundle of total knee or total hip replacement for patients with degenerative osteoarthritis that includes Covered Services appropriate for diagnosis, treatment, and follow-up care for Reference Procedures, and includes related complications arising during the stay for Care Bundle; 

2. Warranty:  A performance Warranty for known and unforeseen clinical services related to the Reference Procedure for a period of 90 days following discharge from the affiliated facility. 

· The basic warranty includes rework for all complications related to repair, revisions, and modifications of the implant or original procedure and routine care follow up.

· Provider and Plan may mutually agree to a full warranty service package beyond what is described in the basic warranty that includes all additional post-operative professional, facility, and ancillary, and transportation costs associated with skilled, inpatient rehabilitation, or home health care services (Post-Acute) for an additional negotiated fee; 

3. Quality Metrics:  The establishment of a set of Program Performance and Provider Quality Metrics that will serve as a guide for both parties to measure and monitor the overall quality, cost effectiveness, and performance of the Bundled Payment Program over the term of the agreement; 

4. Transition in Benefit Design:  A benefit model that provides value to all participants:  to the purchaser in the form of lower costs, to the provider in the form of increased volume, and to enrollees in the form of information, support, improved clinical outcomes, and improved coverage for the services and procedures contained in the bundle; and

5. Transition in Payment Design:  A transition in payment from fee-for-service for individual services to a bundled price.   [Effect a transition in payment from fee-for-service for individual services to a target price payment in the first two years of the Agreement to an all-inclusive prospective payment at the beginning of the third year of the Agreement.  Assuming there is a positive difference between the target amount and actual claims amount, the difference will be shared between the Purchaser and Provider during years 1 and 2. At the beginning of the third year of the Agreement, the payment moves to an all-inclusive prospective payment upon invoice with all claims attached with full procedure and financial risk borne by Provider.] 



Notes: The bracketed language in item 5 should be used if the Purchaser/Plan/Provider engages in a gain sharing arrangement.  If the Purchaser/Plan/Provider engage in a bundle price with a warranty and no gain share (e.g. provider accepts full risk for any amount incurred over the bundle price in Year 1 of the Agreement), then the bracketed language should be removed from the contract. 

2. Definitions

Acceptance or Non-Acceptance to Program – formal notification issued by Provider to Plan following clinical evaluation that Covered and Eligible Person meets or does not meet indications/contra-indications for Care Bundle and Warranty. This notice would be shared with all subcontractors to Care Bundle and Warranty.   

Affiliated Providers – includes all providers that are affiliated with this Care Bundle that have subcontracted with Provider and signed sub-agreements that include the following elements: agreement to perform their respective service role consistent with standard of care; agreement to fully participate in clinical care coordination; agreement to participate actively in the quality review process;  agreement to accept payment in full for services from Provider; agreement to administrative claims management consistent with terms of this Agreement; and agreement with Members to hold harmless and not seek additional payment from patients under services associated with this Care Bundle.

Care Bundle and Warranty – includes all professional and facility and coordination services associated with clinical evaluation, treatment and care planning for the indicated clinical procedure for the Covered and Eligible Person. The Care Bundle is inclusive of the Evaluation, Treatment, and Warranty period (See Exhibit A). 

Claims Payment Agent - an agent of the Plan that coordinates the receipt, adjudication, claims payment and reporting of medical claims. 

Completed Episode –consists of a Care Bundle and Warranty period that is 120 consecutive calendar days following date of discharge from the Treatment phase. 

Covered and Eligible Person - is considered an individual who is covered by Plan’s health benefit plan and meets administrative Eligibility requirements for coverage in that benefit plan at the time of the referral to the Provider for clinical evaluation for consideration to be a candidate for the Program.

Covered Services – includes services, treatments, and supplies, including the implant, covered under members’ health benefit plan. 

Evaluation – all professional and technical services necessary to evaluate the Covered and Eligible Person for clinical indications and admission to Care Bundle program up to 60 days prior to the date of service for the Treatment phase of care.  Services and associated costs include but are not limited to professional assessment, diagnostic imaging, and review of prior medical history and assessment of post-operative care and support capabilities that are consistent with Provider’s evaluation protocol.

Health Coach - an agent of the Plan that facilitates and communicates to all parties (Member, Plan, and Provider) the determination of benefit Eligibility, any appropriateness review, authorization of benefit coverage approval, supports case management, and care coordination. 

Program Performance Metrics - set of defined metrics by Plan that measure program value and include cost, overall quality, frequency of services, patient satisfaction, and overall financial value. Program Performance Metrics will be shared between Provider and Plan to demonstrate transparent value to both parties (Exhibit C). 

Provider Quality Metrics - set of defined metrics that Plan and Provider agree upon that measure patient process of care and outcomes, including adverse events, system improvements as well as patient functional status and satisfaction.  Provider Quality Metrics will be shared with Plan on a quarterly and annual basis and subsequently with enrollees of Plan as they assess selection of care providers (Exhibit C). 

Reference Procedure - list of procedures included in Care Bundle and Warranty by ICD9 CM code listed by rollup MS-DRG.  (Exhibit A)  

Stop Loss Day Limit - a defined number of combined inpatient days during the Treatment or Warranty phases of care.  Patients that require inpatient care beyond the Stop Loss Day Limit will be eligible for Stop Loss Per Diem.

Stop Loss Per Diem - a single per diem payment to Provider for days of inpatient care beyond the Stop Loss Day Limit which is in addition to the Care Bundle payment, and which shall include all professional, technical, ancillary, and facility services necessary to evaluate, treat, and stabilize the Covered and Eligible Person for the indicated procedure on an inpatient basis during the Care Bundle. 

Treatment - includes all professional, technical, facility services necessary to evaluate, treat, and stabilize the Covered and Eligible Person for the indicated procedure.  The Treatment phase includes pre-admission testing, surgery and implant cost, professional costs for all services including surgeon, anesthesia, pharmacy, and all professional clinical services called on to consult during Treatment, inpatient, outpatient, medical hotel, post-operative recovery, Intensive Care Unit (ICU), Critical Care Unit (CCU)(including all levels) care concurrent with the surgical procedure and prior to discharge from program and subject to a maximum Stop Loss Day Limit. (Exhibit A)

Warranty  – includes all professional, technical, inpatient, outpatient, and rehabilitative services necessary to repair, revise, and rehabilitate the Covered and Eligible Person for the indicated procedure following discharge from Treatment and up to and including the 90th day following the date of discharge.  

· Basic Warranty shall be considered a limited warranty and includes professional, technical, inpatient, outpatient services for normal patient post op follow up AND in the event, any repair, revisions, or re-admissions that are medically necessary for patient safety, such as hemorrhage, infection, implant mechanical repair, dislocation, or amendment of the functionality of the implant. Basic Warranty shall include a maximum Stop Loss Day Limit; or  

· Full Warranty includes the services in the Basic Warranty and additional professional, technical, inpatient, outpatient services and costs including inpatient rehabilitation, skilled nursing facility, home healthcare skilled /rehabilitation during the Warranty period.   Full Warranty shall include a maximum Stop loss Day Limit.  



3. Duties of Parties 

A. Duties of Purchaser

The Purchaser is responsible for the following:

1. Presenting a clear scope of the program, including the definition of the bundle, the time period of the program (e.g. 3 years), the savings expectations, the quality thresholds or improvement expectations; 

2. Identifying a bundled payment based on previous payment data with defined payment limits with fixed payments on a prospective or retrospective basis in partnership with the Plan;

3. Offer a [COE or reference price benefit design] for hip/knee replacements.

4. Working with the Plan to present clear criteria the providers must meet to be considered eligible partners in the program;

5. Understanding the Plan’s readiness for implementing a program.

6. Preparing and disseminating employee communications in partnership with the Plan. 

7. Monitoring the program results on an ongoing basis. 

8. Evaluating the longer-term results in partnership with the Plan. 



Notes: Under A. 2., a  Purchaser should insert the appropriate name of the benefit design it will use with the bundled payment program.  The two most appropriate benefit designs for a bundled payment program are listed in brackets. 



B. Duties of Plan 

The Plan is responsible for the following: 

1. Identifying a bundled payment based on previous payment data with defined payment limits with fixed payments on a prospective or retrospective basis in partnership with the Purchaser;

2. Referring to Provider with clear documentation for Covered and Eligible Person for Evaluation;

3. Ensuring the creation and maintenance of a list of facilities, surgeons, anesthesiologists, DME providers, and other Professionals that participate in Plan’s contracted network inclusive of National Provider Identifier (NPI), license, credentialing status, and current contract status with Plan;

4. Negotiating  with a Provider a favorable list of exclusions for the Purchaser to maximize participation in the program (Exhibit B) ;

5. Administering a [COE or reference price] benefit for the Reference Procedures and communication strategy to membership in partnership with the Purchaser. The communication strategy  will be supplied and updated annually to Provider;

6. Identifying Health Coach, case manager, care coordinator, or other type of Member navigator, and Claims Payment Agent to work with Provider in the implementation and operationalization of this program, including:

· Defined referral process including authorization, documentation for systems (clinical, case, and claims); 

· Coordination of information (including data and reports) between parties to manage Program, including case summaries, case completion rates,  warranty claims, outcomes and process of care measures; and

· Claims flow and change management of transition from retrospective to prospective payment.

7. Establishing the credentialing standards necessary for Providers participating in the Program; 

8. Processing bundled payment claims;

9. Assuring all providers of care that are party to this Care Bundle and Warranty meet and comply with Plan’s credentialing standards; Provider will supply to Plan evidence of compliance not less than annually;

10. Paying participating providers either through a prospective or retrospective bundled payment methodology;

11. Providing complete claims data for Covered and Eligible Persons treated by Provider to Provider on a quarterly and annual basis through a joint review of Program with Provider.  

12. Participating in the quarterly and annual joint review of Program with the Purchaser, and Provider. The review process will include a review of the Program and Provider Quality Metrics.  

Notes: 

Under B. 6., it is important in the vetting process that purchasers also understand concierge and/or patient coordination capabilities of a program.  This includes understanding the details of patient intake, as well as coordination of ancillary services, including such things as travel needs, collection of records, surgeon selection, appointments, patient education, hoteling, transportation, etc.

Under B. 5., a  Plan should insert the appropriate name of the benefit design it will use with the bundled payment program.  The two most appropriate benefit designs for a bundled payment program are listed in brackets. 



4. Transparency of Price and Quality

During the term of the Agreement, the Plan agrees to provide the following information on a direct basis to members (e.g. through a searchable online portal): 

1. provider name;

2. cost of the service to the member (i.e. member out-of-pocket cost); 

3. quality and performance measures;

4. benefit coverage; and 

5. steps the member has to take in order to be directed to the appropriate facility (e.g. access pathway)



At the beginning of the launch of the Program and at least annually thereafter, both Parties will review the price and quality information that are made available to the members, and update the aforementioned elements as necessary.



5. Term of Agreement 

The initial term of this Agreement is three (3) years, unless either party fails to perform as outlined in Section 7. 



6. Fees 

Purchaser agrees to pay Plan [Insert payment arrangement – PMPM administrative fee, etc.] and [insert when the purchaser agrees to pay the plan]. 



7. Termination

Either Party can terminate this Agreement for cause upon 90 days following notice of the breach of duty.  Grounds for termination include:



By Plan

· Purchaser fails to adequately establish and communicate a COE, reference price or adequate benefit differential to its members; or

· Purchaser fails to pay the fees to Plan for services.



By Purchaser

· The Plan terminates contracts with the providers participating in the bundled payment program; 

· There is a material change of clinical team composition (surgeons);  

· Loss of clinical privileges and failure to meet credentialing standards, that cause the contracted provider to not meet reasonable performance and access standards; or

· Plan or Plan’s agents (Health Coach, case manager/care manager/navigator, Claims Payment Agent) fail to perform their respective duties.



Termination fees are not to exceed $50,000.00 if either Party meets the general terms of the breach and fails to remedy the breach during a 30 day process.  During the first year of the Agreement the fees shall be due upon invoice receipt by the Party in default.  



8. Exclusivity

Neither Party considers this Agreement exclusive with other parties. (See Term and Termination).   



9. Dispute Resolution and Indemnification

Any controversy or claim arising out of or relating to this Agreement or breach hereof shall be settled  as follows:

A. Dispute Resolution Process

1. First, the project managers or team leaders for the project shall attempt, in good faith, to negotiate a resolution.  

2. Second, if they are unsuccessful, the highest level of management with responsibility for the project shall attempt in good faith to reach a resolution.  

3. Third, if the dispute is not capable of being resolved without the intervention of a neutral third party, the parties agree to mediate the dispute pursuant to the then applicable mediation rules of the American Arbitration Association at a venue mutually agreed upon by the parties, and failing such agreement, in the nearest large city equidistant to the parties.  

4. If good faith efforts at mediation fail, then either party may commence arbitration with one arbitrator in [INSERT CITY, STATE], in accordance with the rules of the American Arbitration Association then existing; provided, however, that the arbitrator shall have no authority to add to, modify, change, or disregard any lawful terms of this Agreement. The decision of the arbitrator shall be final and binding, and judgment on the arbitration award may be entered in any court having jurisdiction over the subject matter of the controversy. Arbitration shall be the exclusive final remedy for any dispute between the parties.



B. Indemnification- Standard Indemnification for Acts of the other party

Purchaser agrees to indemnify, defend, and hold Plan/TPA and their successors, officers, directors, agents, and employees harmless from any and all actions, causes of actions, claims, demands, cost, liabilities, expenses, and damages (including attorneys’ fees) arising out of, or in connection with, any breach of Provider’s warranties or obligations arising out of this agreement, including without limitation to breach of its tax obligations, or growing out of any act of Consultant or his/her agents or employees.

Plan/TPA agrees to indemnify, defend, and hold Purchaser and its successors, officers, directors, agents, and employees harmless from any and all actions, causes of actions, claims, demands, cost, liabilities, expenses, and damages (including attorneys’ fees) arising out of, or in connection with, any breach of Plan’s warranties or obligations arising out of this agreement, including without limitation to breach of its tax obligations, or growing out of any act of Plan’s agents or employees.



The Parties below hereby enter into the Agreement as outlined above and in all Exhibits.  

Plan Name:

By: 

Signature: 

Date: 





Provider:

By: 

Signature: 

Date:
















Exhibit A- ICD-9* Procedure Codes Included in Care Bundle

		INPATIENT

		OUTPATIENT



		DRG:

Episode must map to one of these DRGs.



· 469 – Major Joint Replacement or reattachment of lower extremity w/MCC



· 470- Major Joint Replacement or reattachment of lower extremity without MCC 





		Index Procedure Code:

This procedure must exist to trigger the episode.



CPT:

· 27447—Arthroplasty, knee condyle and plateau, medical and lateral compartments



ICD-9 Px:

· Knee- Replacement  -  ICD9 Procedure Codes - Primary or Secondary - 81.54 (TKR) + 81.55 (Replacement Other) Combined



		DRG:

Episode must map to one of these DRGs.





· 469 – Major Joint Replacement or reattachment of lower extremity w/MCC



· 470- Major Joint Replacement or reattachment of lower extremity without MCC 



		Index Procedure Code:

This procedure must exist to trigger the episode. CPT:

· 27130—Arthroplasty, acetabular and proximal femoral prosthetic replacement (total hip arthroplasty), with or without autograft or allograft, or

· 27125—Hemiarthroplasty, hip, partial (e.g. femoral stem prosthesis, bipolar arthroplasty) (when performed for reasons other than fracture)

ICD-9 Px:

· 81.51—Total hip replacement

· 81.52—Partial hip replacement (when performed for reasons other than fracture)

· 00.85—Resurfacing hip, total, acetabulum and femoral head

· 00.86—Resurfacing hip, partial, femoral head







*ICD-9 Codes should be used until such time as the ICD-10 Codes are in use (anticipated Fall 2015).  At that time, codes should be updated to reflect the ICD-10 Code framework.  

Attached is an Excel file that details the services included and excluded in the care bundle.  The Excel file also includes a description of services included in the basic and full warranties.  



 








Exhibit B - List of Indications and Contra- Indications for Patient Acceptance to Care Bundle and Warranty Program







Provider-supplied list of primary conditions that would include and exclude a patient from the Bundled Payment Program.  Prior to executing the Agreement, this list will be discussed with and must be agreed to by the Plan.  

1



Exhibit C - Quarterly and Annual Reporting on Program and Provider Metrics

Program Performance Metrics Dashboard

There are many ways to evaluate whether the program itself and provider partners are meeting or exceeding expectations.  Using the measures below, CPR recommends that in the first year of the program, the target should be an improvement over baseline.  In the second and third year of the program, the parties can decide if more specific or higher targets should be met.  



		Domain

		Measures

		Definition

		Performance Target

		YTD Performance



		Surgical Frequency/Volume

		· Total procedures per 1,000 patients

		· # procedures/1,000 patients

		

		



		Utilization

		· Average Length of Stay (ALOS)

· Readmission rates (30,  90 days)

		· Average length of stay

· Number of patients readmitted within 30 and 90 days or less  of hip or knee procedure performed at their facility (not revision of work completed by another facility)

		

		



		Cost

		· Case-mix adjusted total episode costs

· Total employer’s cost compared as a % of Medicare 

		· Total facility cost paid per mix-adjusted patient episode from 30 days prior to surgery (including imaging, labs, physicians services) through total joint replacement episode discharge and discharge through next 30 days (including inpatient and outpatient rehabilitation services, home-based rehabilitation, in home physical therapy, etc.) AND broken out by service category

		

		



		Quality

		· Mortality rate

		· Measures the frequency of occurrence of death in a defined population during a specified interval.  The formula for the mortality of a defined population, over a specified period of time, is: Deaths occurring during a given time period divided by the size of the population among which the deaths occurred.

		

		



		

		· Revision rate (one year)

		· Measures whether patients had no redo procedures within one year after surgery.

		

		



		

		· Post-surgical complication rate (90 day post)

		· Measures whether patients had complications with surgery within 90 days post-surgery. 

		

		



		

		· Prophylactic antibiotic received w/in one hour prior to surgical incision

		· Assesses the percentage of surgical patients who received prophylactic antibiotics within one hour prior to surgical incision. Patients receiving vancomycin or a fluoroquinolone should have the antibiotics initiated within two hours prior to surgery due to the longer infusion time required. 

Numerator: # of surgical patients who received prophylactic antibiotics within one hour prior to surgical incision (two hours if receiving vancomycin or a fluoroquinolone) 

Denominator: All selected surgical patients with no evidence of prior infection

		

		



		Coordination

		· Physical therapy w/in 30 days

		· Measures whether patients received at least one physical therapy session within 30 days after selected surgeries.

		

		



		Functional Status

		· Pre-op scores compared to 30 days post-op 

		Several accepted and proven tools exist.  One functional gain metric from the following list must be selected and administered by contract provider:

· Oxford Knee (14 questions)

· HOOS/KOOS (short)

· Activity of Daily Living 

· SF 36 (pre vs. post)

· Patient satisfaction/ability to demonstrate access and team care from day one through end of the episode

		

		



		Patient Satisfaction/Experience

		· H-CAHPS Discharge Measure 

· H-CAHPS Willingness to Recommend Hospital Measure

		· Patients at each hospital who reported that YES, they were given information about what to do during their recovery at home.

· Patients who reported YES, they would definitely recommend the hospital.

		

		








Provider Quality Metrics:

The domains and measure requirements listed below represent the minimum on which the Provider should report to the health plan/TPA/purchaser on a quarterly and annual basis.  When used with the accompanying model contract language, failure to meet one, some or all of these metrics is grounds for termination of the agreement.  



		Domain

		Requirement

		Met/Not Met 

(select one)



		Participation in Multi-Center Joint Registry



		Provider must participate in a multi-center registry that provides benchmark performance reporting to provider at physician level, and includes patient demographic, implant, and functional outcome.  The provider shall participate in at least one of the following registries:  

· California Joint Replacement Registry (CJRR) 

· American Joint Registry (American Academy of Orthopaedic Surgeons)   

		



		Tracking Adverse Events and Rates



		Provider will track and report to the Plan the following metrics for all Covered and Eligible Persons in the Program:

· Percentage of patients with antibiotic prescribed within three days of date of procedure

· Average length of stay 

· 30 day, 60 day, 90 day post discharge re-admission rate to hospital (includes transfers from rehabilitation facility/skilled nursing facility)

· Infection Rate – all noted surgically-related infections within 30 days 

· Dislocations within 90 days of original procedure date 

· Revision procedures within 90 days of original procedure

· DVT/Embolisms within 90 days of original procedure

		



		Care System Improvement & Performance Based Compensation



		Provider will demonstrate its care system and quality review through the following processes: 

· Providing the charter and membership of Provider’s Quality and Patient Review Process;

· Providing a summary of meetings and agenda and attendance of membership in Quality Review process; and,

· Outlining Quality and Performance Compensation & Incentives made available to Providers and Affiliated Providers under this program.
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			Services Included In Bundle 


			Phase of Care 			Professional 			Facility 			Rx 			Care Coordination  & Patient Accommodation			Excluded


			Initial MD Evaluation  


			Initial MD Evaluation - initial Surgical visit to determine indications for TJR			Surgeon - Evaluation - New Patient			NA			NA


						Radiologist - Read and Review MRI			Technical Fee for MRI			NA


			Pre-Admission Testing 


			Pre-Admission Testing - medical clearance and patient preparation for procedure			MD -(PCP or IM)  Existing Patient - Extended - P/E 			Pre-Admission Lab Panel 			NA			Pre-Op Discharge Plan and Care Plan 			Additional specialist testing (infections disease, cardiologists, pulmonology consults and testing) 


						Pathologists professional overead - tied to lab panel			EKG Technical Fee 			NA			Pre-Op education for patient /and or family  


									Pre-Op Discharge Plan and Care Plan 			Pre-Operative Antibiotic 


									Pre-Op educations 


			Surgical Episode 


			Surgical Episode -Surgery and Admission - the admission to hospital or outpatient center for the procedures			Surgeon (all surgeons in case, 1st and asst) 			Surgery - Operating Room, Supplies and Post OP recovery			Meds - and Pain Control


						Anesthesia professional			Anesthesia- CRNA and Rx and support			Anesthesia drugs used during and post op surgery 


						Implant (Initial or Revision) 			Implant- includes set up, device, and fasteners, cement, and all supplies			Meds - and Pain Control						Manufacturer warranties apply to the device, components


						Sub-specialty consults-required during normal surgical stay (i.e. Cardiologist, Pulmonology, Endocrine)			Inpatient Stay- ICU, CCU, Post Op, Semi Private Room (Per protocol)			Meds - and Pain Control			3 day parking - at hospital and or at medical hotel during the concurrent surgical episode


									Hotel- if the patient is transferred from the Surgery-Post Op or Discharged from the Hospital- to a "medical hotel" that is integrated into the clinical model of the program the costs of the hotel, dining, and routing clinical services provided at the hotel are included			Meds - and Pain Control- including take home Rx (30 day supply) 


			Warranty


			Basic 90 Day Warranty 			Follow-up Surgeon, within  90 days of discharge from hospital 			Related readmissions to hospital -defined as re-operations, revisions, surgery to relieve surgery caused complications identified as requiring readmission within (90) days post-discharge:  all other readmissions are excluded			NA			Care coordinator telephone calls   (per program) ; Coordination of post op Surgeon visit			Admission costs related to Skilled Nursing, Independent Rehab Facility - not owned/operated by delivery system) 


						Care plan, functional goals, pain assessment, and therapy plan for up to 90 days.  May include review by Physical Medicine or Rehab specialists			Includes hospital outpatient physical rehab (as necessary) - includes PT and OT for up to 30 days post discharge through delivery system owned outpatient rehab			NA			Required DME - cane, crutches, joint immobilizers 			Excludes home oxygen, wheel chair, specialized nutrition, specialized infusion therapy required for other conditions that may be concurrent to the joint repair/revision procedure


						Anesthesia professional			Anesthesia- CRNA and Rx and support			Anesthesia drugs used during and post op surgery 


						Radiologists professional			If required re-imaging within 90 days post discharge 





			Extended 90 day Warranty 			Follow-up Surgeon, within 90 days of discharge from hospital 			Related readmissions to hospital -defined as re-operations, revisions, surgery to relieve surgery caused complications identified as requiring readmission within (90) days post-discharge:  all other readmissions are excluded			NA			Care coordinator telephone calls (per program); Coordination of post-op Surgeon visit


						Physiatrist - care plan and functional assessment for up to 90 days			includes hospital outpatient physical rehab (as necessary) - includes PT and OT for up to 30 days post discharge through delivery system owned outpatient rehab			NA			Required DME - cane, crutches, joint immobilizers 


						Anesthesia professional			anesthesia- CRNA and Rx and support			Anesthesia drugs used during and post op surgery 


						Radiologists professional			If required re-imaging within 90 days post discharge 


						SNF- professional clinical care monitoring - PCP or Internal Medicine, Physiciatristy 			Skilled Nursing Facility admission  (90 days post discharge) 


						Care plan, functional goals, pain assessment, and therapy plan for up to 90 days.  May include review by Physical Medicine or Rehab specialists			Inpatient Rehab facility admission, includes all therapies  (90 days post discharge)


															Required DME - cane, crutches, joint immobilizers 











Introduction

						The following pages contain a questionnaire CPR has created for its members to use for assessing potential health plan or TPA partners for a joint replacement bundled payment pilot.  This questionnaire can be sent to your health plan or TPA partner in advance of regularly scheduled meetings.  It is recommended you ask for written responses to all of the questions. 

						Throughout this document, CPR has written in red where you will need to add specifics about your organization. 

						If you have any questions, please don’t hesitate to contact Andréa Caballero at CPR; acaballero@catalyzepaymentreform.org
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1. Requested Services

						1.  Description of Requested Services 



						Company seeks support from [INSERT HEALTH PLAN] to  implement a bundled payment and warranty program paired with a Center of Excellence or reference pricing benefit for total hip and knee replacement procedures.   

						See Appendix A. 





2.  Questionnaire Index

				2.  Program Business Requirements and Questionnaire



						Outlined below are the business requirements that need to be incorporated into Company program for which you are being asked to provide a quote (see Question H. 6 ). Your quoted fees should reflect your acceptance of these requirements unless otherwise noted in the comments/deviations of each requirement. 



General Information 





Strategy





Administration





Clinical Support





Patient Exclusions





Transparency





Reporting





Payment























A.  General Information

				Section A:  General Information

				Note:  You may wish to involve your legal team in reviewing these question in the event any additional information is desirable to your organization's position

				 #		Question		Response

				1		  Have you engaged directly with an employer or provider (facility or medical group) for a bundled payment program for total hip and knee replacement?  If so, how long has this agreement been in place? 

				2		Based on the information provided, why would your health plan or TPA be a good fit for Company for the services requested? 







B.  Strategy

				Section B:  Strategy

				 #		Question		Response

				1		Please describe your approach in working with self-funded employers who want to implement new payment and benefit designs. 

				2		Do you have a company strategy around increasing bundled payments to providers? If so, please describe. 

				3		Do you have a company strategy on reference pricing?  If so, please describe. 

				4		Do you have a company strategy on centers of excellence, tiered networks, or narrow networks?  If so, please describe. 





C.  Administration

				C.  Administration

				 #		Question		Response

				1		Have you administered a bundled payment previously with a provider and/or employer client? If so, please describe.   Please be specific as to whether this was a prospective or retrospective bundled payment structure. 

				2		Are you able to administer a reference price benefit design? Please describe any relevant experience.

				3		 Are you able to administer a Center of Excellence benefit for hip/knee replacements?  Please describe any relevant COE experience. 

				4		Can you administer a bundled claims payment?  Is it a manual process or is there some other “back end” reconciliation that occurs? If so, please describe. 

				5		Describe the credentialing standards you use for providers.  

				6		How often do you credential providers?  

				7		Are different credentialing standards necessary for providers participating in a bundled payment program?  If so, please describe. 

				8		Describe your coordination with providers in implementing and operationalizing a bundled payment program. 

				9		What are your processes for referrals, including authorization and documentation?

				10		Can you assist providers, through reporting or otherwise, with how to transition from retrospective bundled payment to prospective payments? 

				11		Describe how you work with an employer client regarding employee communications about the program and the program benefits? 





D.  Clinical Support

				D.  Clinical Support

				 #		Question		Response

				1		Please describe the support you provide to members for preadmission services, case management, pre- and post- procedure programs. 

				2		What is the average length of time from initial patient referral to acceptance in the program? 

				3		What is the average length of time from acceptance to the program and the date of the procedure? 

				4		Please describe your process for ensuring members are not referred to providers or facilities out of the patient’s network? 





E.  Patient Exclusions

				E.  Patient Exclusions

				 #		Question		Response

				1		Please describe how you would negotiate the inclusions/exclusions of a patient from a bundled payment program for total hip/knee replacements.  Please describe the inclusions/exclusions as it relates to general exclusions from the program or from the warranty portion. 

				2		Please provide any data (peer-reviewed published literature or from the plan/TPA itself) to support excluding certain patients from the program. 





F.  Transparency

				F.  Transparency

				Question		Response

				Company expects that the health plan or TPA can currently or will be able to prior to the start of the program, allow certain information, including provider name, cost of the services, quality information, and benefit coverage to be made available to Company employees and dependents through some form of online transparency tool.   Does the health plan or TPA agree to allow this information to be made available to Company members either directly or through a third-party vendor? 



Yes

No



G.  Reporting

				G.  Reporting

				 #		Question		Response

				1		 Are you capable of generating the necessary reports for internal use and to share with providers, including case summaries, case completion rates, warranty claims? A list of program evaluation measures and provider performance measures are in Appendix B.

				2		 Are you willing to participate in quarterly and annual meetings with the employer and participating providers on these program and provider quality metrics? 

				3		Do you recommend any additional program or provider quality metrics other than those listed in Appendix B, keeping in mind that these are core metrics?  





H.  Payment

				H.  Payment

				 #		Question		Response

				1		Has your health plan or TPA engaged in a bundled payment program for hip/knee replacements?

				2		If yes to #1 , did this program include a bundled payment amount and warranty period?

				3		If no to #1, has your health plan or TPA used bundled payments for other services or procedures?  

				4		If yes to #3, please describe the other services or procedures where bundled payments were used.  

				5		Did the facility/provider group take full risk for the bundle and the warranty or was there some other type of risk-sharing arrangement? 

				6		If there was a risk-sharing/gain-sharing arrangement, please provide the general structure of the arrangement (e.g. provider was responsible for 20% of losses in the first year, 30% of losses in the second year, moved to full risk in third year, etc.).

				7		 Have the providers been able to aggregate all claims from all providers participating in the program into a single claim file and invoice for payment?  

				8		How much would you charge an employer to provide the services necessary to implement a bundled payment program including: 1) network selection criteria and network development for this specific program; 2) benefit implementation including benefit design changes, developing health coaches, developing and distributing member communication; and 3) operations including claims processing, reporting, and reconciliation.    



Yes

Yes

No

Yes

No



Appendix A

				Appendix A:  Bundled Payment Program

				Description: The Bundled Payment Program includes:



				1.  Care Bundle:  A Care Bundle of total knee or total hip replacement for patients with degenerative osteoarthritis that includes Covered Services appropriate for diagnosis, treatment, and follow-up care for Reference Procedures, and includes related complications arising during the stay for Care Bundle; 



				2.  Warranty:  A performance Warranty for known and unforeseen clinical services related to the Reference Procedure for a period of 90 days following discharge from the affiliated facility. 

				            •        The basic warranty includes rework for all complications related to repair, revisions, and modifications of the implant or original procedure and routine care follow up.

				            •        Provider and Plan may mutually agree to a full warranty service package beyond what is described in the basic warranty that includes all additional post-operative professional, facility, and ancillary, and transportation costs associated with skilled, inpatient rehabilitation, or home health care services (Post-Acute) for an additional negotiated fee; 



				3.  Quality Metrics:  The establishment of a set of Program Performance and Provider Quality Metrics that will serve as a guide for both parties to measure and monitor the overall quality, cost effectiveness, and performance of the Bundled Payment Program over the term of the agreement; 



				4.  Transition in Benefit Design:  A benefit model should seek to provide value to all participants:  to the purchaser in the form of lower costs, to the provider in the form of increased volume, and to the enrollees in the form of information, support, improved clinical outcomes, and improved coverage for the services and procedures contained in the bundle. 



				5.  Transition in Payment Design:  A transition in payment from fee-for-service for individual services to a bundled price.   



				Program Term:  Term of engagement is three years. 

				Care Bundle:  ICD-9* Codes included in the care bundle



				OUTPATIENT		INPATIENT

				Index Procedure Code:		DRG:

				This procedure must exist to trigger the episode.		Episode must map to one of these DRGs.



				CPT:		·         469 – Major Joint Replacement or reattachment of lower extremity w/MCC

				§ 27447—Arthroplasty, knee condyle and plateau, medical and lateral compartments

				ICD-9 Px:

				§ Knee- Replacement  -  ICD9 Procedure Codes - Primary or Secondary - 81.54 (TKR) + 81.55 (Replacement Other) Combined		·         470- Major Joint Replacement or reattachment of lower extremity without MCC 

				Index Procedure Code:		DRG:

				This procedure must exist to trigger the episode. CPT:		Episode must map to one of these DRGs.

				§ 27130—Arthroplasty, acetabular and proximal femoral prosthetic replacement (total hip arthroplasty), with or without autograft or allograft, or

				§ 27125—Hemiarthroplasty, hip, partial (e.g. femoral stem prosthesis, bipolar arthroplasty) (when performed for reasons other than fracture)		·         469 – Major Joint Replacement or reattachment of lower extremity w/MCC

				ICD-9 Px:

				§ 81.51—Total hip replacement

				§81.52—Partial hip replacement (when performed for reasons other than fracture)		·         470- Major Joint Replacement or reattachment of lower extremity without MCC 

				§ 00.85—Resurfacing hip, total, acetabulum and femoral head

				§ 00.86—Resurfacing hip, partial, femoral head



				*ICD-9 Codes should be used until such time as the ICD-10 Codes are in use (anticipated Fall 2014).  At that time, codes should be updated to reflect the ICD-10 Code framework.  

				The attached file details the bundle by phase of care, provider, facility, prescription, patient accommodations and exclusions.





Appendix B

				Appendix B:  Quarterly and Annual Reporting on Program and Provider Metrics



				Program Performance Metrics Dashboard

				There are many ways to evaluate whether the program itself and provider partners are meeting or exceeding program expectations.  Using the measures below, CPR recommends that in the first year of the program, the target should be an improvement over baseline.  In the second and third year of the program, the parties can decide if more specific or higher targets should be met.  



				Domain		Measures		Definition		Performance Target		YTD Performance

				Surgical Frequency/Volume		•       Total procedures per 1,000 patients		•       # procedures/1,000 patients

				Utilization		•       Average Length of Stay (ALOS)		•       Average length of stay

						•       Readmission rates (30,  90 days)		•       Number of patients readmitted within 30 and 90 days or less  of hip or knee procedure performed at their facility (not revision of work completed by another facility)

				Cost		•       Case-mix adjusted total episode costs		•       Total facility cost paid per mix-adjusted patient episode from 30 days prior to surgery (including imaging, labs, physicians services) through total joint replacement episode discharge and discharge through next 30 days (including inpatient and outpatient rehabilitation services, home-based rehabilitation, in home physical therapy, etc.) AND broken out by service category

						•       Total employer’s cost compared as a % of Medicare 

				Quality		•       Mortality rate

						•       Revision rate (1 year)		•       Measures whether patients had no redo procedure within 1 year after surgery

						•       Post-surgical complication rate (90 day post)		•       Measures whether patients had complications with surgery within 90 days post-surgery. 

						•       Prophylactic antibiotic received w/in one hour prior to surgical incision		•       Assesses the percentage of surgical patients who received prophylactic antibiotics within 1 hour prior to surgical incision. Patients receiving vancomycin or a fluoroquinolone should have the antibiotics initiated within two hours prior to surgery due to the longer infusion time required. 

								Numerator: # of surgical patients who received prophylactic antibiotics within 1 hour prior to surgical incision (2 hours if receiving vancomycin or a fluoroquinolone) 

								Denominator: All selected surgical patients with no evidence of prior infection

				Coordination		•       Physical therapy w/in 30 days		•       Measures whether patients received at least one physical therapy session within 30 days after selected surgeries

				Functional Status		•       Pre-op scores compared to 30 days post-op 		Several accepted and proven tools exist.  One functional gain metric from the following list must be selected and administered by contract provider:

								•       Oxford Knee (14 questions)

								•       HOOS/KOOS (short)

								•       Activity of Daily Living 

								•       SF 36 (pre vs. post)

								•       Patient satisfaction/ability to demonstrate access and team care from day 1 through end of the episode

				Patient Satisfaction/Experience		•       H-CAHPS Discharge Measure 		•       Patients at each hospital who reported that YES, they were give information about what to do during their recovery at home

						•       H-CAHPS Willingness to Recommend Hospital Measure		•       Patients who reported YES, they would definitely recommend the hospital





				Provider Quality Metrics:

				The domains and measure requirements listed below represent the minimum on which the Provider should report to the health plan/TPA/purchaser on a quarterly and annual basis.  When used with the accompanying model contract language, failure to meet one, some or all of these metrics is grounds for termination of the agreement.  



				Domain		Requirement		Met/Not Met 

								(select one)

				Participation in Multi-Center Joint Registry		Provider must participate in a multi-center registry that provides benchmark performance reporting to provider at physician level, and includes patient demographic, implant, and functional outcome.  The provider shall participate in at least 1 of the following registries:  

						·         California Joint Replacement Registry (CJRR) 

						·         American Joint Registry (American Academy of Orthopaedic Surgeons)   

				Tracking Adverse Events and Rates		Provider will track and report to the Plan the following metrics for all Covered and Eligible Persons in the Program:

						·         Percentage of patients with antibiotic prescribed within 3 days of date of procedure

						·         Average length of stay 

						·         30 day, 60 day, 90 day post discharge re-admission rate to hospital (includes transfers from Rehab/SNF)

						·         Infection Rate – all noted surgically-related infections within 30 days 

						·         Dislocations within 90 days of original procedure date 

						·         Revision procedures within 90 days of original procedure

						·         DVT/Embolisms within 90 days of original procedure

				Care System Improvement & Performance Based Compensation		Provider will provide demonstration of care system and quality review through the following processes: 

						·         Providing the charter and membership of Provider’s Quality and Patient Review Process;

						·         Providing a summary of meetings and agenda and attendance of membership in Quality Review process; and,

						·         Outlining Quality and Performance Compensation & Incentives made available to Providers and Affiliated Providers under this program.



Met

Not Met

Met

Not Met
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Met

Not Met
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Not Met
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			Services Included In Bundle 


			Phase of Care 			Professional 			Facility 			Rx 			Care Coordination  & Patient Accommodation			Excluded


			Initial MD Evaluation  


			Initial MD Evaluation - initial Surgical visit to determine indications for TJR			Surgeon - Evaluation - New Patient			NA			NA


						Radiologist - Read and Review MRI			Technical Fee for MRI			NA


			Pre-Admission Testing 


			Pre-Admission Testing - medical clearance and patient preparation for procedure			MD -(PCP or IM)  Existing Patient - Extended - P/E 			Pre-Admission Lab Panel 			NA			Pre-Op Discharge Plan and Care Plan 			Additional specialist testing (infections disease, cardiologists, pulmonology consults and testing) 


						Pathologists professional overead - tied to lab panel			EKG Technical Fee 			NA			Pre-Op education for patient /and or family  


									Pre-Op Discharge Plan and Care Plan 			Pre-Operative Antibiotic 


									Pre-Op educations 


			Surgical Episode 


			Surgical Episode -Surgery and Admission - the admission to hospital or outpatient center for the procedures			Surgeon (all surgeons in case, 1st and asst) 			Surgery - Operating Room, Supplies and Post OP recovery			Meds - and Pain Control


						Anesthesia professional			Anesthesia- CRNA and Rx and support			Anesthesia drugs used during and post op surgery 


						Implant (Initial or Revision) 			Implant- includes set up, device, and fasteners, cement, and all supplies			Meds - and Pain Control						Manufacturer warranties apply to the device, components


						Sub-specialty consults-required during normal surgical stay (i.e. Cardiologist, Pulmonology, Endocrine)			Inpatient Stay- ICU, CCU, Post Op, Semi Private Room (Per protocol)			Meds - and Pain Control			3 day parking - at hospital and or at medical hotel during the concurrent surgical episode


									Hotel- if the patient is transferred from the Surgery-Post Op or Discharged from the Hospital- to a "medical hotel" that is integrated into the clinical model of the program the costs of the hotel, dining, and routing clinical services provided at the hotel are included			Meds - and Pain Control- including take home Rx (30 day supply) 


			Warranty


			Basic 90 Day Warranty 			Follow-up Surgeon, within  90 days of discharge from hospital 			Related readmissions to hospital -defined as re-operations, revisions, surgery to relieve surgery caused complications identified as requiring readmission within (90) days post-discharge:  all other readmissions are excluded			NA			Care coordinator telephone calls   (per program) ; Coordination of post op Surgeon visit			Admission costs related to Skilled Nursing, Independent Rehab Facility - not owned/operated by delivery system) 


						Care plan, functional goals, pain assessment, and therapy plan for up to 90 days.  May include review by Physical Medicine or Rehab specialists			Includes hospital outpatient physical rehab (as necessary) - includes PT and OT for up to 30 days post discharge through delivery system owned outpatient rehab			NA			Required DME - cane, crutches, joint immobilizers 			Excludes home oxygen, wheel chair, specialized nutrition, specialized infusion therapy required for other conditions that may be concurrent to the joint repair/revision procedure


						Anesthesia professional			Anesthesia- CRNA and Rx and support			Anesthesia drugs used during and post op surgery 


						Radiologists professional			If required re-imaging within 90 days post discharge 





			Extended 90 day Warranty 			Follow-up Surgeon, within 90 days of discharge from hospital 			Related readmissions to hospital -defined as re-operations, revisions, surgery to relieve surgery caused complications identified as requiring readmission within (90) days post-discharge:  all other readmissions are excluded			NA			Care coordinator telephone calls (per program); Coordination of post-op Surgeon visit


						Physiatrist - care plan and functional assessment for up to 90 days			includes hospital outpatient physical rehab (as necessary) - includes PT and OT for up to 30 days post discharge through delivery system owned outpatient rehab			NA			Required DME - cane, crutches, joint immobilizers 


						Anesthesia professional			anesthesia- CRNA and Rx and support			Anesthesia drugs used during and post op surgery 


						Radiologists professional			If required re-imaging within 90 days post discharge 


						SNF- professional clinical care monitoring - PCP or Internal Medicine, Physiciatristy 			Skilled Nursing Facility admission  (90 days post discharge) 


						Care plan, functional goals, pain assessment, and therapy plan for up to 90 days.  May include review by Physical Medicine or Rehab specialists			Inpatient Rehab facility admission, includes all therapies  (90 days post discharge)


															Required DME - cane, crutches, joint immobilizers 
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Disclaimer:  These models are intended to provide possible starting points for final contracts that will need to be individually tailored and negotiated to reflect specific circumstances.



Bundled Payment Agreement – Employer “Plan” and Provider 

WHEREAS THIS BUNDLED PAYMENT AGREEMENT (this “Agreement”) is made and entered into by and between EMPLOYER, a (“Plan”) who organizes and administers a health benefit plan on behalf of its employees and their dependents, and

WHEREAS   MUSCULOSKELETAL PROVIDER ENTITY (“Provider”), is an incorporated entity in the (STATE), responsible for providing direct care, organizing and coordinating a network of affiliated providers who provide key clinical services to this BUNDLED PAYMENT AGREEMENT, and 

WHEREAS this Agreement sets forth the terms and conditions under which Provider will participate in a bundled payment arrangement (“Bundled Payment Program”), and

WHEREAS Provider has contracted with other Affiliated Providers to accept payment from Provider for services included under the bundle and a warranty for services within 90 days of the surgery, and includes professional fees, devices, inpatient, outpatient, rehabilitation, skilled nursing, home health and durable medical equipment services as defined in this agreement, and  

WHEREAS both the Plan and the Provider (the “Parties”) wish to enter into this collaborative Agreement to form a BUNDLED PAYMENT PROGRAM for a period of three (3) years with an Effective Date of (DATE). 

1. Introduction

The intent of this Agreement is to establish a bundled payment program which works in collaboration with the Plan and the Provider to improve the quality and cost effectiveness of care for the Plan’s Covered and Eligible Persons that require clinical services AND is a practical innovation that demonstrates alignment of value-based care delivery with payment.

The Bundled Payment Program includes:

1. Care Bundle:  A Care Bundle of total knee or total hip replacement for patients with degenerative osteoarthritis that includes Covered Services appropriate for diagnosis, treatment, and follow-up care for Reference Procedures, and includes related complications arising during the stay for Care Bundle; 

2. Warranty:  A performance Warranty for known and unforeseen clinical services related to the Reference Procedure for a period of 90 days following discharge from the affiliated facility. 

· The basic warranty includes rework for all complications related to repair, revisions, and modifications of the implant or original procedure and routine care follow up.

· Provider and Plan may mutually agree to a full warranty service package beyond what is described in the basic warranty that includes all additional post-operative professional, facility, and ancillary, and transportation costs associated with skilled, inpatient rehabilitation, or home health care services (Post-Acute) for an additional negotiated fee; 

3. Quality Metrics:  The establishment of a set of Program Performance and Provider Quality Metrics that will serve as a guide for both parties to measure and monitor the overall quality, cost effectiveness, and performance of the Bundled Payment Program over the term of the agreement; 

4. Transition in Benefit Design:  A benefit model that provides value to all participants:  to the purchaser in the form of lower costs, to the provider in the form of increased volume, and to enrollees in the form of information, support, improved clinical outcomes, and improved coverage for the services and procedures contained in the bundle; and

5. Transition in Payment Design:  A transition in payment from fee-for-service for individual services to a bundled price.   [Effect a transition in payment from fee-for-service for individual services to a target price payment in the first two years of the Agreement to an all-inclusive prospective payment at the beginning of the third year of the Agreement.  Assuming there is a positive difference between the target amount and actual claims amount, the difference will be shared between the Plan and Provider during years 1 and 2. At the beginning of the third year of the Agreement, the payment moves to an all-inclusive prospective payment upon invoice with all claims attached with full procedure and financial risk borne by Provider.] 



Notes: The bracketed language in item 5 should be used if the Plan/Provider engages in a gain sharing arrangement.  If the Plan/Provider engage in a bundle price with a warranty and no gain share (e.g. provider accepts full risk for any amount incurred over the bundle price in Year 1 of the Agreement), then the bracketed language should be removed from the contract. 

2. Definitions

Acceptance or Non-Acceptance to Program – formal notification issued by Provider to Plan following clinical evaluation that Covered and Eligible Person meets or does not meet indications/contra-indications for Care Bundle and Warranty. This notice would be shared with all subcontractors to Care Bundle and Warranty.   

Affiliated Providers – includes all providers that are affiliated with this Care Bundle that have subcontracted with Provider and signed sub-agreements that include the following elements: agreement to perform their respective service role consistent with standard of care; agreement to fully participate in clinical care coordination; agreement to participate actively in the quality review process;  agreement to accept payment in full for services from Provider; agreement to administrative claims management consistent with terms of this Agreement; and agreement with  Members to hold harmless and not seek additional payment from patients under services associated with this Care Bundle.

Care Bundle and Warranty  – includes all professional and facility and coordination services associated with clinical evaluation, treatment and care planning for the indicated clinical procedure for the Covered and Eligible Person. The Care Bundle is inclusive of the Evaluation, Treatment, and Warranty period (See Exhibit A). 

Claims Payment Agent - an agent of the Plan that coordinates the receipt, adjudication, claims payment and reporting of medical claims. 

Completed Episode - consists of a Care Bundle and Warranty period that is 120 consecutive calendar days following date of discharge from the Treatment phase. 

Covered and Eligible Person - is considered an individual who is covered by Plan’s health benefit plan and meets administrative Eligibility requirements for coverage in that benefit plan at the time of the referral to the Provider for clinical evaluation for consideration to be a candidate for the Program. 

Covered Services – includes services, treatments, and supplies, including the implant, covered under members’ health benefit plan. 

Evaluation – all professional and technical services necessary to evaluate the Covered and Eligible Person for clinical indications and admission to Care Bundle program up to 60 days prior to the date of service for the Treatment phase of care.  Services and associated costs include but are not limited to professional assessment, diagnostic imaging, and review of prior medical history and assessment of post-operative care and support capabilities that are consistent with Provider’s evaluation protocol.

Health Coach - an agent of the Plan that facilitates and communicates to all parties (Member, Plan, and Provider) the determination of benefit Eligibility, any appropriateness review, authorization of benefit coverage approval, supports case management, and care coordination. 

Program Performance Metrics - set of defined metrics by Plan that measure program value and include cost, overall quality, frequency of services, patient satisfaction, and overall financial value. Program Performance Metrics will be shared between Provider and Plan to demonstrate transparent value to both parties (Exhibit C). 

Provider Quality Metrics - set of defined metrics that Plan and Provider agree upon that measure patient process of care and outcomes, including adverse events, system improvements as well as patient functional status and satisfaction.  Provider Quality Metrics will be shared with Plan on a quarterly and annual basis and subsequently with enrollees of Plan as they assess selection of care providers (Exhibit C). 

Reference Procedure - list of procedures included in Care Bundle and Warranty by ICD9 CM code listed by rollup MS-DRG.  (Exhibit A)  

Stop Loss Day Limit  - a defined number of combined inpatient days during the Treatment or Warranty phases of care.  Patients that require inpatient care beyond the Stop Loss Day Limit will be eligible for Stop Loss Per Diem.

Stop Loss Per Diem - a single per diem payment to Provider for days of inpatient care beyond the Stop Loss Day Limit which is in addition to the Care Bundle payment, and which shall include all professional, technical, ancillary, and facility services necessary to evaluate, treat, and stabilize the Covered and Eligible Person for the indicated procedure on an inpatient basis during the Care Bundle. 

Treatment - includes all professional, technical, facility services necessary to evaluate, treat, and stabilize the Covered and Eligible Person for the indicated procedure.  The Treatment phase includes pre-admission testing, surgery and implant cost, professional costs for all services including surgeon, anesthesia, pharmacy, and all professional clinical services called on to consult during Treatment, inpatient, outpatient, medical hotel, post-operative recovery, Intensive Care Unit (ICU), Critical Care Unit (CCU)(including all levels) care concurrent with the surgical procedure and prior to discharge from program and subject to a maximum Stop Loss Day Limit. (Exhibit A)

Warranty – includes all professional, technical, inpatient, outpatient, and rehabilitative services necessary to repair, revise, and rehabilitate the Covered and Eligible Person for the indicated procedure following discharge from Treatment and up to and including the 90th day following the date of discharge.  

· Basic Warranty shall be considered a limited warranty and includes professional, technical, inpatient, outpatient services for normal patient post op follow up AND in the event, any repair, revisions, or re-admissions that are medically necessary for patient safety, such as hemorrhage, infection, implant mechanical repair, dislocation, or amendment of the functionality of the implant. Basic Warranty shall include a maximum Stop Loss Day Limit; or  

· Full Warranty includes the services in the Basic Warranty and additional professional, technical, inpatient, outpatient services and costs including inpatient rehabilitation, skilled nursing facility, home healthcare skilled /rehabilitation during the Warranty period.   Full Warranty shall include a maximum Stop loss Day Limit.  



3. Duties of Parties 

A. Duties of Plan

The Plan is responsible for the following: 

1. Referring to Provider with clear documentation for Covered and Eligible Person for Evaluation;

2. Establishing [Center of Excellence or reference price] benefit plan coverage for the Reference Procedures and communication strategy to membership. The communication strategy  will be supplied and updated annually to Provider;

3. Identifying Health Coach, case manager, care coordinator, or other type of Member navigator, and Claims Payment Agent to work with Provider in the implementation and operationalization of this program, including:

· Defined referral process including authorization, documentation for systems (clinical, case, and claims); 

· Coordination of information (including data and reports) between parties to manage Program, including case summaries, case completion rates,  warranty claims, outcomes and process of care measures; and

· Claims flow and change management of transition from retrospective to prospective payment.

4. Establishing the credentialing standards necessary for Providers participating in the Program;

5. Processing bundled payment claims;

6. Providing complete claims data for Covered and Eligible Persons treated by Provider to Provider on a quarterly and annual basis through a joint review of Program with Provider.  The review process will include a review of the Program and Provider Quality Metrics.  



Notes: Under A. 2., a  Purchaser should insert the appropriate name of the benefit design it will use with the bundled payment program.  The two most appropriate benefit designs for a bundled payment program are listed in brackets. 



B. Duties of Provider

The Provider is responsible to Plan for the following:

1. Performing the services and procedures to the best of their abilities;

2. Creating and maintaining a list of facilities, surgeons, anesthesiologists, Durable Medical Equipment (DME) providers, and other Professionals that participate in Provider’s subcontracted network inclusive of National Provider Identifier (NPI), license, credentialing status, and current contract status with Plan; 

3. Creating and maintaining a list of indications and contra-indications for patient acceptance to Program in agreement with the Plan (Exhibit B); 

4. Assuring all providers of care that are party to this Care Bundle and Warranty meet and comply with Plan’s credentialing standards; Provider will supply to Plan evidence of compliance not less than annually;

5. Providing summary of intake and workflows and communication to the Plan, including: 

· Patient intake and communication across all providers and subcontractors;

· Documentation of patient care workflow from evaluation, acceptance, treatment through Warranty; and

· Claims flow and change management of transition from retrospective to prospective payment.

6. Selecting and demonstrating compliance with Provider Quality Metrics;

7. Coordinating the care for the Covered and Eligible Person including the pre-care, acute care and post-acute phases of care for the Care Bundle;

8. [Aggregating all claims from Provider and affiliated providers into a single claim file and summary and invoice for Plan payment; and] 

9. Participating in the quarterly and annual joint review of Program with Plan.  (The review process will include a review of the Program and Provider Quality Metrics).



Notes: 

Under Item 5, it is important in the vetting process that purchasers also understand concierge and/or patient coordination capabilities of a program.  This includes understanding the details of patient intake, as well as coordination of ancillary services, such as patient travel needs, collection of records, surgeon selection, appointments, patient education, hoteling, transportation, etc.



Item 7 in brackets is an ideal situation for filing and paying claims.  However, not all providers will be in a position to aggregate all claims from the participating providers in Year 1 of the Agreement.  CPR recommends starting the negotiations with this provision, but if the Provider is not willing or able to perform this function, the contract should reflect that this provision will occur at the beginning of Year 3 of the Agreement. 

4. Payment Terms

A. Year 1 & 2 of the Agreement– Fee-for-Service Payment Reconciled to Target Price [with Gain Share] 

1. Existing Fee Schedules - Provider and Provider Affiliates submit claims for Covered and Eligible Persons and are paid for Covered Services under existing payment terms in place between Plan and Providers.  Provider and Provider Affiliates will accept payment under these terms as payment in full and are prohibited from balance billing the Covered and Eligible Person for expenses included in the Care Bundle. 

2. Additional Compensation Model – During Year 1 and 2 of the Agreement, additional compensation will be available to Provider based on meeting the following criteria:

a. Provider has met baseline Program and Provider Quality Metrics, and

b. [A surplus is available to Share between Provider and Plan according to Gain Share Methodology (Exhibit D)]. 

3. 6 Month Reconciliation – Within 30 days after the end of the first six months of this Agreement and within 30 days after the anniversary of the Agreement, Plan will summarize all completed episodes that occurred during the measurement period and meet with Provider to review the cases. 

4. [A final Agreement between the Parties will require a  Target Price and if relevant, Gain Share amounts and Methodology.  See Exhibit D for an illustration of a Gain Share structure.]  

5. [Distribution of Gain Share – Provider will receive additional compensation consistent with calculation and meeting quality criteria above.  In the event of a program deficit at the time of the 6 month reconciliation, Plan may elect to delay final calculation of surplus/deficit until the end of the Year 2, at which time all deficits in previous periods would be charged to any subsequent surplus, prior to any distribution to provider.]  

Notes: The title of this section and items 2.b., 4, and 5 in brackets are to be included in the contract only if the Plan/Provider are engaging in a gain sharing model.  If the Plan/Provider engages in a straight bundle price with warranty and no gain share (e.g. full risk by provider), these items should be removed from the contract. 



B. Year 3 – Prospective Payment and Stop Loss with Outlier Per Diem 



Claims for Covered Services included in the case rate for the Care Bundle and Warranty will be paid to Provider and will be paid pursuant to the receipt of an [invoice and bundled claims from Provider and Provider Affiliates.]  Provider and its provider affiliates under the Bundled Payment Program will look solely to Plan for payment of all Covered Services rendered pursuant to this Agreement. 



Notes: Refer to notes in 3.B.7.  This language will change if a provider is unable to invoice and bundle claims in Year 1.  



For illustration purposes only, an example of moving to prospective payment and stop loss with outlier per diem is as follows: 



		

		Care Bundle and Basic Warranty 

		Care Bundle and  Full Warranty

		Stop Loss Limit Days  included in Care Bundle

		Stop Loss Per Diem



		Total Knee Replacement

		$25,000

		$29,000

		10

		$2,000



		Total Hip  Replacement

		$27,000

		$35,000

		15

		$2,000







C. Payment Schedule

For cases paid pursuant to the Care Bundle Program, Provider will bill the Plan for the full Care Bundle and Warranty amount no more than sixty (60) days from the date that the applicable Covered and Eligible Person was discharged from the Participating Hospital for the Index Procedure. Plan will pay Provider within 30 days after receipt of the claim.  For payment arrangements still based on fee-for-service in the first two years of the Agreement, plans will follow and comply with existing local prompt pay laws. 



D. Stop Loss and Outlier 

Additional payment will be made available to Provider for cases that become catastrophic in terms of complications and additional required hospitalization.  Additional payment in the form of a per diem inclusive of professional and facility fees will be made if Inpatient Acute/Critical care patient days exceed the Stop Loss Limit during the Care Bundle and Warranty period. Provider will continue to manage these cases and coordinate with Plan case management.  



Notes: This document is drafted to be a standalone contract.  The per diem payments referenced in 4. C. and D. do not reference any other per diem amount a payor may have contractually agreed to with the provider entity.  If a separate contract for other services exists between the payor and provider, the parties can decide if any prior per diem amount should be used in this section or if the other contract should be cross-referenced in this section.   



E. Payment for Non Acceptance to Care Bundle and Warranty

For Covered and Eligible Persons who are referred to Provider for Evaluation, and do not meet clinical indications (See Exhibit B), Provider will be paid a flat rate amount for the services associated with Evaluation.  For illustration purposes only, an example of the non-acceptance payment to be negotiated is as follows: 

		Procedure

		Non-Acceptance Payment for Evaluation 

(For illustration purposes only.  Sample payments)



		Total Knee Replacement

		$350



		Total Hip Replacement

		$450







5. Refunds

Provider will refund any overpayment to Plan within 30 days of Provider’s receipt of a notice from Plan, if such overpayment is not a disputed amount. In the event that the overpayment is disputed, the Parties will resolve such dispute pursuant to the terms of the Agreement.



Notes: Providers may claim difficulty in providing refunds in 30 days of notice of the overpayment.  Prompt pay laws are usually 30 days within receipt of the claims so it is not unreasonable to expect a refund within the same timeframe. CPR recommends starting with 30 days in negotiation and working from there.  



6. Referrals to Non-Participating Providers

In the event that a participating hospital or other provider under the Bundled Payment Program knowinglyrefers a Covered and Eligible Person to another facility or provider not participating in the Bundled Payment Program (collectively, “Non-Participating Providers”) during the Care Bundle and Warranty period, and the participating hospital or other provider intends to continue treating such Covered and Eligible Person and does not relinquish ultimate responsibility for such Covered Person’s care, the payment for Covered Services provided by the Non-Participating Providers during the Care Bundle and Warranty will be the responsibility of Provider, and such amount will be included in the bundled payment made to Provider by Plan, and no additional payments will be made from Plan to Provider to cover such expense.  In the event a Non-Participating Provider bills the Covered Person for any expenses not covered by the Provider, the Provider participating in the Program shall hold the Covered Person harmless for any expenses from the non-participating provider during the Care Bundle and Warranty period.



7. Premature Closure of Case

No bundled payments will be made, and the payment terms under the Agreement will control, if:



1. A Covered and Eligible Person loses coverage with Plan during the Care Bundle and Warranty for any reason (e.g., due to death, becoming covered by Medicare, employer switching health plans.); or

2. A Covered and Eligible Person is transferred or referred to a Non-Participating Provider without the expectation that such Covered and Eligible Person will return to the Participating Hospital or other provider at any time during the Care Bundle and Warranty.



Note that readmission to a hospital other than the Participating Hospital during the Care Bundle and Warranty does not constitute a reason for premature closure of the case. Under such circumstances, a bundled payment will still be made to Provider pursuant to the terms of this Agreement.  Except as set forth under Section 6 above, Provider assumes no liability for payments that may be due to Non-Participating Providers under the Plan’s contract with such Non-Participating Providers or the Covered Person’s benefit plan.



Additionally, the case will not be subject to premature closure if the Covered and Eligible Person leaves the Participating Hospital or otherwise discontinues Treatment during the Care Bundle and Warranty “against medical advice.”



8. Transparency of Price and Quality 

For the Term the Agreement is in place, both Parties agree to provide the following information on a direct basis to members (e.g. through a searchable online portal): 

1. provider name;

2. cost of the service to the member (i.e. member out-of-pocket cost); 

3. quality and performance measures;

4. benefit coverage; and 

5. steps the member has to take in order to be directed to the appropriate facility (e.g. access pathway).



At the beginning of the launch of the Program and at least annually thereafter, both Parties will review the values that are made available to the Members, and update the aforementioned elements as necessary.



9. Term of Agreement 

The initial term of this Agreement is three (3) years, unless either party fails to perform as outlined in Section 10. 



10. Termination

Either Party can terminate this Agreement for cause upon 90 days following notice of the breach of duty.  Grounds for termination include:



By Plan

· Termination of subcontracted Affiliated Providers; 

· Material changes of clinical team composition (surgeons); or 

· Loss of clinical privileges and failure to meet credentialing standards, that cause Provider to not meet reasonable performance and access standards



By Provider

· Plan fails to adequately establish and communicate a COE, reference price benefit to is members;

· Plan’s agents (Health Coach, case manager/care manager/navigator, Claims Payment Agent) fail to perform their respective duties;



Termination fees are not to exceed $50,000.00 if either Party meets the general terms of the breach and fails to remedy the breach during a 30 day process.  During the first year of the Agreement the fees shall be due upon invoice receipt by the Party in default.  



11. Exclusivity

Neither Party considers this Agreement exclusive with other parties beyond the reasonable number of

Providers necessary to carry out the necessary duties (See Term and Termination).   



Notes:  CPR recommends the purchaser engage in bundled payment programs with no more than two providers in a market in any concurrent Agreement period.  The goal is competition among providers and more than two will likely dilute the program.  



12. Dispute Resolution and Indemnification

Any controversy or claim arising out of or relating to this Agreement or breach hereof shall be settled  as follows:

A. Dispute Resolution Process

1. First, the project managers or team leaders for the project shall attempt, in good faith, to negotiate a resolution.  

2. Second, if they are unsuccessful, the highest level of management with responsibility for the project shall attempt in good faith to reach a resolution.  

3. Third, if the dispute is not capable of being resolved without the intervention of a neutral third party, the parties agree to mediate the dispute pursuant to the then applicable mediation rules of the American Arbitration Association at a venue mutually agreed upon by the parties, and failing such agreement, in the nearest large city equidistant to the parties.  

4. If good faith efforts at mediation fail, then either party may commence arbitration with one arbitrator in [INSERT CITY, STATE], in accordance with the rules of the American Arbitration Association then existing; provided, however, that the arbitrator shall have no authority to add to, modify, change, or disregard any lawful terms of this Agreement. The decision of the arbitrator shall be final and binding, and judgment on the arbitration award may be entered in any court having jurisdiction over the subject matter of the controversy. Arbitration shall be the exclusive final remedy for any dispute between the parties.

B. Indemnification- Standard Indemnification for Acts of the other party

Plan agrees to indemnify, defend, and hold Providers and their successors, officers, directors, agents, and employees harmless from any and all actions, causes of actions, claims, demands, cost, liabilities, expenses, and damages (including attorneys’ fees) arising out of, or in connection with, any breach of Provider’s warranties or obligations arising out of this agreement, including without limitation to breach of its tax obligations, or growing out of any act of Consultant or his/her agents or employees.

Provider agrees to indemnify, defend, and hold Plan and its successors, officers, directors, agents, and employees harmless from any and all actions, causes of actions, claims, demands, cost, liabilities, expenses, and damages (including attorneys’ fees) arising out of, or in connection with, any breach of Plan’s warranties or obligations arising out of this agreement, including without limitation to breach of its tax obligations, or growing out of any act of Plan’s agents or employees.



The Parties below hereby enter into the Agreement as outlined above and in all Exhibits.  

Plan Name:

By: 

Signature: 

Date: 





Provider:

By: 

Signature: 

Date:






Exhibit A- ICD-9* Procedure Codes Included in Care Bundle

		INPATIENT

		OUTPATIENT



		DRG:

Episode must map to one of these DRGs.



· 469 – Major Joint Replacement or reattachment of lower extremity w/MCC



· 470- Major Joint Replacement or reattachment of lower extremity without MCC 





		Index Procedure Code:

This procedure must exist to trigger the episode.



CPT:

· 27447—Arthroplasty, knee condyle and plateau, medical and lateral compartments



ICD-9 Px:

· Knee- Replacement  -  ICD9 Procedure Codes - Primary or Secondary - 81.54 (TKR) + 81.55 (Replacement Other) Combined



		DRG:

Episode must map to one of these DRGs.





· 469 – Major Joint Replacement or reattachment of lower extremity w/MCC



· 470- Major Joint Replacement or reattachment of lower extremity without MCC 



		Index Procedure Code:

This procedure must exist to trigger the episode. CPT:

· 27130—Arthroplasty, acetabular and proximal femoral prosthetic replacement (total hip arthroplasty), with or without autograft or allograft, or

· 27125—Hemiarthroplasty, hip, partial (e.g. femoral stem prosthesis, bipolar arthroplasty) (when performed for reasons other than fracture)

ICD-9 Px:

· 81.51—Total hip replacement

· 81.52—Partial hip replacement (when performed for reasons other than fracture)

· 00.85—Resurfacing hip, total, acetabulum and femoral head

· 00.86—Resurfacing hip, partial, femoral head







*ICD-9 Codes should be used until such time as the ICD-10 Codes are in use (anticipated Fall 2015).  At that time, codes should be updated to reflect the ICD-10 Code framework.  

The embedded file details the bundle by phase of care, provider, facility, prescription, patient accommodations and exclusions.










Exhibit B - List of Indications and Contra- Indications for Patient Acceptance to Care Bundle and Warranty Program



Provider-supplied list of primary conditions that would include and exclude a patient from the Bundled Payment Program.  Prior to executing the Agreement, this list will be discussed with and must be agreed to by the Plan.  









1



Exhibit C - Quarterly and Annual Reporting on Program and Provider Metrics

Program Performance Metrics Dashboard

There are many ways to evaluate whether the program itself and provider partners are meeting or exceeding expectations.  Using the measures below, CPR recommends that in the first year of the program, the target should be an improvement over baseline.  In the second and third year of the program, the parties can decide if more specific or higher targets should be met.  



		Domain

		Measures

		Definition

		Performance Target

		YTD Performance



		Surgical Frequency/Volume

		· Total procedures per 1,000 patients

		· # procedures/1,000 patients

		

		



		Utilization

		· Average Length of Stay (ALOS)

· Readmission rates (30,  90 days)

		· Average length of stay

· Number of patients readmitted within 30 and 90 days or less  of hip or knee procedure performed at their facility (not revision of work completed by another facility)

		

		



		Cost

		· Case-mix adjusted total episode costs

· Total employer’s cost compared as a % of Medicare 

		· Total facility cost paid per mix-adjusted patient episode from 30 days prior to surgery (including imaging, labs, physicians services) through total joint replacement episode discharge and discharge through next 30 days (including inpatient and outpatient rehabilitation services, home-based rehabilitation, in home physical therapy, etc.) AND broken out by service category

		

		



		Quality

		· Mortality rate

		· Measures the frequency of occurrence of death in a defined population during a specified interval.  The formula for the mortality of a defined population, over a specified period of time, is: Deaths occurring during a given time period divided by the size of the population among which the deaths occurred.

		

		



		

		· Revision rate (one year)

		· Measures whether patients had no redo procedures within one year after surgery.

		

		



		

		· Post-surgical complication rate (90 day post)

		· Measures whether patients had complications with surgery within 90 days post-surgery. 

		

		



		

		· Prophylactic antibiotic received w/in one hour prior to surgical incision

		· Assesses the percentage of surgical patients who received prophylactic antibiotics within one hour prior to surgical incision. Patients receiving vancomycin or a fluoroquinolone should have the antibiotics initiated within two hours prior to surgery due to the longer infusion time required. 

Numerator: # of surgical patients who received prophylactic antibiotics within one hour prior to surgical incision (two hours if receiving vancomycin or a fluoroquinolone) 

Denominator: All selected surgical patients with no evidence of prior infection

		

		



		Coordination

		· Physical therapy w/in 30 days

		· Measures whether patients received at least one physical therapy session within 30 days after selected surgeries.

		

		



		Functional Status

		· Pre-op scores compared to 30 days post-op 

		Several accepted and proven tools exist.  One functional gain metric from the following list must be selected and administered by contract provider:

· Oxford Knee (14 questions)

· HOOS/KOOS (short)

· Activity of Daily Living 

· SF 36 (pre vs. post)

· Patient satisfaction/ability to demonstrate access and team care from day one through end of the episode

		

		



		Patient Satisfaction/Experience

		· H-CAHPS Discharge Measure 

· H-CAHPS Willingness to Recommend Hospital Measure

		· Patients at each hospital who reported that YES, they were given information about what to do during their recovery at home.

· Patients who reported YES, they would definitely recommend the hospital.

		

		























Provider Quality Metrics:

The domains and measure requirements listed below represent the minimum on which the Provider should report to the health plan/TPA/purchaser on a quarterly and annual basis.  When used with the accompanying model contract language, failure to meet one, some or all of these metrics is grounds for termination of the agreement.  



		Domain

		Requirement

		Met/Not Met 

(select one)



		Participation in Multi-Center Joint Registry



		Provider must participate in a multi-center registry that provides benchmark performance reporting to provider at physician level, and includes patient demographic, implant, and functional outcome.  The provider shall participate in at least one of the following registries:  

· California Joint Replacement Registry (CJRR) 

· American Joint Registry (American Academy of Orthopaedic Surgeons)   

		



		Tracking Adverse Events and Rates



		Provider will track and report to the Plan the following metrics for all Covered and Eligible Persons in the Program:

· Percentage of patients with antibiotic prescribed within three days of date of procedure

· Average length of stay 

· 30 day, 60 day, 90 day post discharge re-admission rate to hospital (includes transfers from rehabilitation facility/skilled nursing facility)

· Infection Rate – all noted surgically-related infections within 30 days 

· Dislocations within 90 days of original procedure date 

· Revision procedures within 90 days of original procedure

· DVT/Embolisms within 90 days of original procedure

		



		Care System Improvement & Performance Based Compensation



		Provider will demonstrate its care system and quality review through the following processes: 

· Providing the charter and membership of Provider’s Quality and Patient Review Process;

· Providing a summary of meetings and agenda and attendance of membership in Quality Review process; and,

· Outlining Quality and Performance Compensation & Incentives made available to Providers and Affiliated Providers under this program.

		











Exhibit D – Gain Share Methodology

Note: Exhibit D will only be necessary and used if the Parties engage in a Gain Sharing arrangement in Years 1 and 2 of the Agreement rather than a bundled payment with full risk by the Provider.  

Plan will aggregate all claims received, adjudicated and paid (allowed basis) for all Covered and Eligible Persons  referred to Provider during the Care Bundle and Warranty period for the Covered Services and, which are Completed Episodes (Observed Claims Paid) Plan and Provider agree to group and rollup all Completed Episodes according to MS-DRG classifications.  

Mean Observed Case Costs are created for each MS-DRG class for Knee and Hip Completed Episodes.  Observed Case Costs are compared to Target Price (above).

If Observed Case Costs are lower than Target Price, a Program Surplus has been created.  If Target Case Costs are lower than Observed, a Program Deficit has been created.

For illustration purposes only, below is an example of the Gain Share and Methodology for Years 1 and 2:



		Year 1 

		Target Price for Care Bundle and Warranty

		% of Gain or Loss Shared By Provider 

		Application 



		Knee

		$28,000

		10%

		Observed Claims Paid Less Target Price is at Surplus or Deficit



		Hip

		$30,000

		10%

		







		Year 2 

		Target Price for Care Bundle and Warranty

		% of Gain or Loss Shared By Provider 

		Application 



		Knee

		$26,000

		20%

		Observed Claims Paid Less Target Price is at Surplus or Deficit



		Hip

		$28,000

		20%
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			Services Included In Bundle 


			Phase of Care 			Professional 			Facility 			Rx 			Care Coordination  & Patient Accommodation			Excluded


			Initial MD Evaluation  


			Initial MD Evaluation - initial Surgical visit to determine indications for TJR			Surgeon - Evaluation - New Patient			NA			NA


						Radiologist - Read and Review MRI			Technical Fee for MRI			NA


			Pre-Admission Testing 


			Pre-Admission Testing - medical clearance and patient preparation for procedure			MD -(PCP or IM)  Existing Patient - Extended - P/E 			Pre-Admission Lab Panel 			NA			Pre-Op Discharge Plan and Care Plan 			Additional specialist testing (infections disease, cardiologists, pulmonology consults and testing) 


						Pathologists professional overead - tied to lab panel			EKG Technical Fee 			NA			Pre-Op education for patient /and or family  


									Pre-Op Discharge Plan and Care Plan 			Pre-Operative Antibiotic 


									Pre-Op educations 


			Surgical Episode 


			Surgical Episode -Surgery and Admission - the admission to hospital or outpatient center for the procedures			Surgeon (all surgeons in case, 1st and asst) 			Surgery - Operating Room, Supplies and Post OP recovery			Meds - and Pain Control


						Anesthesia professional			Anesthesia- CRNA and Rx and support			Anesthesia drugs used during and post op surgery 


						Implant (Initial or Revision) 			Implant- includes set up, device, and fasteners, cement, and all supplies			Meds - and Pain Control						Manufacturer warranties apply to the device, components


						Sub-specialty consults-required during normal surgical stay (i.e. Cardiologist, Pulmonology, Endocrine)			Inpatient Stay- ICU, CCU, Post Op, Semi Private Room (Per protocol)			Meds - and Pain Control			3 day parking - at hospital and or at medical hotel during the concurrent surgical episode


									Hotel- if the patient is transferred from the Surgery-Post Op or Discharged from the Hospital- to a "medical hotel" that is integrated into the clinical model of the program the costs of the hotel, dining, and routing clinical services provided at the hotel are included			Meds - and Pain Control- including take home Rx (30 day supply) 


			Warranty


			Basic 90 Day Warranty 			Follow-up Surgeon, within  90 days of discharge from hospital 			Related readmissions to hospital -defined as re-operations, revisions, surgery to relieve surgery caused complications identified as requiring readmission within (90) days post-discharge:  all other readmissions are excluded			NA			Care coordinator telephone calls   (per program) ; Coordination of post op Surgeon visit			Admission costs related to Skilled Nursing, Independent Rehab Facility - not owned/operated by delivery system) 


						Care plan, functional goals, pain assessment, and therapy plan for up to 90 days.  May include review by Physical Medicine or Rehab specialists			Includes hospital outpatient physical rehab (as necessary) - includes PT and OT for up to 30 days post discharge through delivery system owned outpatient rehab			NA			Required DME - cane, crutches, joint immobilizers 			Excludes home oxygen, wheel chair, specialized nutrition, specialized infusion therapy required for other conditions that may be concurrent to the joint repair/revision procedure


						Anesthesia professional			Anesthesia- CRNA and Rx and support			Anesthesia drugs used during and post op surgery 


						Radiologists professional			If required re-imaging within 90 days post discharge 





			Extended 90 day Warranty 			Follow-up Surgeon, within 90 days of discharge from hospital 			Related readmissions to hospital -defined as re-operations, revisions, surgery to relieve surgery caused complications identified as requiring readmission within (90) days post-discharge:  all other readmissions are excluded			NA			Care coordinator telephone calls (per program); Coordination of post-op Surgeon visit


						Physiatrist - care plan and functional assessment for up to 90 days			includes hospital outpatient physical rehab (as necessary) - includes PT and OT for up to 30 days post discharge through delivery system owned outpatient rehab			NA			Required DME - cane, crutches, joint immobilizers 


						Anesthesia professional			anesthesia- CRNA and Rx and support			Anesthesia drugs used during and post op surgery 


						Radiologists professional			If required re-imaging within 90 days post discharge 


						SNF- professional clinical care monitoring - PCP or Internal Medicine, Physiciatristy 			Skilled Nursing Facility admission  (90 days post discharge) 


						Care plan, functional goals, pain assessment, and therapy plan for up to 90 days.  May include review by Physical Medicine or Rehab specialists			Inpatient Rehab facility admission, includes all therapies  (90 days post discharge)


															Required DME - cane, crutches, joint immobilizers 











