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The Bundled Payments for Care Improvement (BPCI) initiative is comprised of four broadly defined models of
care, which link payments for the multiple services beneficiaries receive during an episode of care, Under the
initiative, organizations enter into payment amangements that include financial and perfformance accountability for
episodes of care. These models may lead to higher quality and more coordinated care at a lower cost to Medicare.
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Background

Traditionally, Medicare makes separate payments to providers for each of the individual services they fumish to
beneficiaries for a single illness or course of treatment. This approach can result in fragmented care with minimal
coordination across providers and health care settings, Payment rewards the quantity of services offered by
providers rather than the quality of care fumished. Research has shown that bundled payments can align
incentives for providers — hospitals, post-acute care providers, physicians, and other practitioners — allowing them
to work closely together across all specialties and settings.

The Bundled Payments for Care Improvement (BPCI) initiative was developed by the Center for Medicare and
Medicaid Innovation (Innovation Center). The Innovation Center was created by the Affordable Care Act to test
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Children's Health Insurance Program (CHIP) expenditures while preserving or enhancing the quality of care for
beneficiaries. Over the course of the initiative, CMS will work with participating organizations to assess whether
the models being tested result in improved patient care and lower costs to Medicare.

Overview

el 1 (finitiatives/BPCI-Model-1/index, html), the episode of care is defined as the inpatient stay in the acute
care hospital. Medicare pays the hospital a discounted amount based on the payment rates established under the
Inpatient Prospective Payment System used in the original Medicare program, Medicare continues to pay
physicians separately for their services under the Medicare Physician Fee Schedule. The first cohort of Awardees
in Model 1 (finitiatives/BPCI- I-1/index.html) began in April 2013 and concluded on March 31, 2016, The
remaining Awardee will conclude their participation on December 31, 2016.

Models 2 (/initiatives/BPCI-Model-2/index.html) and Model 3 {/initiatives/BPCl-Model-3/index html) involve a
retrospective bundled payment arangement where actual expenditures are reconciled against a target price for an

episode of care, In Model 2 {finitiatives/BPC|-Model-2/index html), the episode includes the inpatient stay in an

acute care hospital plus the post-acute care and all related services up to 90 days after hospital discharge. In
Model 3 {finitiatives/BPC|-Model-3/indax_ html), the episode of care is triggered by an acute care hospital stay but
begins at initiation of post-acute care services with a skilled nursing facility, inpatient rehabilitation facility, long-
term care hospital or home health agency. Under these retrospective payment models, Medicare continues to
make fee-for-service (FFS) payments; the total expenditures for the episode is later reconciled against a bundled
payment amount (the target price) determined by CMS. A payment or recoupment amount is then made by
Medicare reflecting the aggregate expenditures compared to the target price.

In Model 4 (/initiatives/BP C|-Model-4/index.html), CMS makes a single, prospectively determined bundled
payment to the hospital that encompasses all services fumished by the hospital, physicians, and other
practitioners during the episode of care, which lasts the entire inpatient stay. Physicians and other practitioners
submit “no-pay” claims to Medicare and are paid by the hospital out of the bundled payment. The first cohorts of
Awardees in Models 2, 3, and 4 began in October 2013,

Models 2, 3 and 4 — Two Phases of Implementation

The Bundled Payments for Care Improvement initiative includes two phases for Models 2, 3, and 4. Phase 1, also
referred to as the “preparation” period, is the initial pericd of the initiative during which CMS and participants
prepare for implementation and assumption of financial risk, Phase 1 participants transition to Phase 2, also
referved to as the “risk-bearing” period, upon execution of an agreement with CMS. In BPC! an Awardee is the
entity that assumes financial liability for the episode spending. Episode Initiators are health care providers that
trigger BPC| episodes of care; they do not bear risk directly (unless they also serve as an Awardee) but
participate in the model through an agreement with a BPCI Awardee. BPCI Episode Initiators include acute care
hospitals, skilled nursing facilities, physician group practices, home health agencies, inpatient rehabilitation
facilities, and long-term care hospitals that trigger an episode of care.

In December 2014, a timeline for transition to Phase 2 of BPCI was instituted. According to the timeline, every
episode initiating organization, regardless of whether the Episode Initiator is directly bearing risk (as an Awardee)
or is participating under an Awardee Convener, had to transition at least one Clinical Episcde to Phase 2 by July
1, 2015 in order to remain in BPC). The transition of all clinical episodes for all participants into Phase 2 was
completed on September 30, 2015 at which point Phase 1 of BPCI ended. Phase 2 was previously scheduled to
end after each participant completed a three year pericd of peformance for each clinical episode entered into
Phase 2. The BPCI initiative will be extended until September 30, 2018 for all BPCI Model 2, 3, and 4 Awardees
that choose to sign an amendment extending their period of perfermance for all clinical episodes for up to 2 years.

As of Apiil 1, 2016, the BPCI initiative has 1522 participants in Phase 2 comprised of 321 Awardees and 1201
AETO000870

hitps Hinnovation.cms. goviinitialives/bundied-payments/



5M2/2016 Bundled Payments for Care Improvement {BPC) Initiative: General Information | Center for Medicare & Medicaid Innovation
Episode Initiators. The breakdown of participants by provider type is as follows: acute care hospitals (385), skilled
nursing facilities (681), physician group practices (283), home health agencies (99), inpatient rehabilitation facilities
{9), and long-term care hospitals (1). Some Awardees are not initiating episodes in BPC| and therefore are not
included in the breakdown of participants by provider type.

Episodes of Care

Model 1 Awardees participate in all MS-DRGs. For Models 2, 3 and 4, there are 48 clinical episodes that
participants are able to choose from. Click "Read More” below to see the DRGs that are included in each
episode.

Click "Read More" below to see the DRGs that are included in each episode. There are 48 episodes that

parhclpants were able to choose from. Mﬂmmﬂmmﬂand_mm&wm

Acute myocardial infarction » Read more

Amputation * Read more

Atherosclerosis » Read more

Automatic implantable cardiac defibrillator generator or lead » Read more
Back and neck except spinal fusion » Read more

Cardiac arhythmia » Read more

Cardiac defibrillator » Read more

Cardiac valve » Read more

Cellulitis » Read more

Cervical spinal fusion » Read more

Chest pain ¢ Read more

Chronic obstructive pulmonary disease, bronchitisfasthmae » Read more
Combined anterior posterior spinal fusion » Read more

Complex non-Cervical spinal fusion » Read more

Congestive heart failure » Read more

Coronary artery bypass graft surgery » Read more

Diabetes » Read more

Esophagitis, gastroenteritis and other digestive disorders » Read more
Double joint replacement of the lower extremity » Read more

Fractures femur and hip/pelvis » Read more

Gastrointestinal hemommhage » Read more

Gastrointestinal obstruction » Read more

Hip and femur procedures except major joint » Read more

Lower extremity and humerus procedure except hip, foot, femur » Read more
Major bowel » Read more

Major cardiovascular procedure » Read more

Major joint replacement of the lower extremity » Read more

Major joint replacement of upper extremity » Read more

Medical non-infectious orthopedic » Read more
Medical peripheral vascular disorders » Read more
Nutritional and metabolic disorders » Read more
Other knee procedures » Read more

Cther respiratory » Read more

Other vascular surgery » Read more

Pacemaker » Read more
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Pacemaker Device replacement or revision » Read more
Percutaneous coronary intervention » Read more
Red blood cel! disorders » Read more
Removal of orthopedic devices » Read more
Renal failure » Read more
Revision of the hip or knee » Read more
Sepsis » Read more
Simple pneumonia and respiratory infections *» Read more
Spinal fusion (non-Cervical) » Read more
Stroke » Read more
Syncope and collapse » Read more
Transient ischemia *» Read more
Urinary tract infection » Read more

Additional Information

Press Rel https./fwww.cms.gov/Newsroom/MediaReleaseDatabase/Press-releases/2015-Press-
| -tems/201 13.h
h hitps:/fiwww.cm /N {MediaReleaseDatabase/Fact-sh {2016-Fact-sh -

items/20118-04-18.htmt) (updated 04/18/2016)

Bundled Payments Leaming & Resources Area (finitiatives/Bundled-Payments/leaming-area.html)
ils on the health facilities and th i h ill b ing (finitiatives/Bundl

ments/Participating-Health-Care-Facilities/index, htm|

Bundled Payments for Care Improvement = First Evaluation Report (PDF) (/Files/reports/BPCI-

EvalRpt1.pdf) | ndix (PDF) (/Files/ /BPCI-EvalRpt1-Apdx. (February 2015)

BPCI Initiative Episode Analytic File (XLS) (/Files/x/bpcianalyticfile x|sx} {updated 4/05/2016)

Archived Materials (/initiatives/Bundled-Payments/Archived-Materials.html)

An asterisk {*) indicates a required field.
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Tools

Acronyms (http://iwww,.cms.gov/apps/acronyms)

Co ttp: .cms.goviapps/conta
s/ i s, qov/
sa ttp:/iwww.cm v/apps /
rchiv -/farchive-it.orq/c tions/274
Helpful Links

Web Policies & Important Links (hitp://www.cms.gov/About-CMS/Agency-
Information/Aboutwebsite/index.html

Privacy Polic JJIwww,.c ov/About-CMS/Agency-
Info tion/Abou ite/Privacy-Policy.html

Plain L anguage (http://www.medicare.gov/about-us/plain-writing/plain-writing.html

Freedom of Information Act {http://www,.cms gov/center/freedom-of-information-act-
center.html)

No Fea http://lwww.cms.aov/, ut-CMS/Agency-

Information/Aboutwebsite/NoFearAct. html)

S.qgov Jiwww.hh v

ector G http://oig.hbhs.gov

USA .gov {http://www.usa.qov)

Help with file formats & plug-ins (http://www.cms.gov/About-CMS/Agency-
Information/Aboutwebsite/Help.himl)
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