
 

 

November 17, 2017 
 
Seema Verma, MPH 
Administrator  
Centers for Medicare & Medicaid Services  
U.S. Department of Health and Human Services  
Hubert H. Humphrey Building, Room 445-G  
200 Independence Ave. SW  
Washington, D.C. 20201 
 
Ref: Centers for Medicare & Medicaid Services Innovation Center New Direction Request 
for Information 
 
Ms. Verma: 
 
Thank you for the opportunity to respond to the Centers for Medicare & Medicaid Services’ 
(CMS’) Innovation Center New Direction request for information (RFI). America’s Essential 
Hospitals supports CMS’ efforts to improve care delivery and outcomes through innovative 
approaches. As the Innovation Center continues to evolve and incorporate stakeholder 
comments, we encourage the agency to consider the unique impacts of new models on essential 
hospitals as they meet their mission to provide high-quality care to all patients, including those 
with the most complex needs. 
 
America’s Essential Hospitals is the leading association and champion for hospitals and health 
systems dedicated to high-quality care for all, including low-income Americans and others who 
face economic and social hardships. Filling a vital role in their communities, our 325 member 
hospitals provide a disproportionate share of the nation’s uncompensated care. Nearly half of all 
inpatient discharges and outpatient visits at essential hospitals are for uninsured and Medicaid 
patients.1 That commitment to mission puts our members in an ideal position to jumpstart 
innovation within these patient populations. Our member hospitals also drive significant 
economic activity in their communities, directly employing thousands and supporting other 
employment and commerce far beyond their walls.  
 
Essential hospitals treat more patients who are dually eligible for Medicare and Medicaid than 
the average hospital. These patients often have comorbidities and chronic conditions and are 
among the most complex to treat. Our members provide state-of-the-art, patient-centered care 
while operating on margins less than half that of other hospitals: 3.2 percent in aggregate 
compared with 7.4 percent for all hospitals nationwide.1 Through their integrated health 
systems, members of America’s Essential Hospitals offer the full spectrum of primary care 
through quaternary care, including trauma care, outpatient care in ambulatory clinics, public 
health services, mental health services, substance abuse services, and wraparound services 
                                                        
1 Roberson B, Ramiah K. Essential Data: Our Hospitals, Our Patients—Results of America’s Essential 
Hospitals 2015 Annual Member Characteristics Survey. America’s Essential Hospitals. June 2017. 
www.essentialdata.info. Accessed October 26, 2017. 
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critical to vulnerable patients. Many of the specialized inpatient and emergency services they 
provide are not available elsewhere in their communities. In some cases, our members provide 
the only source of high-acuity services, such as level I trauma care, for multiple states.  
 
America’s Essential Hospitals is pleased to weigh in on the future of the Innovation Center, 
including the proposed guiding principles and models outlined in the RFI. The association 
agrees with the agency that future models should be voluntary and focused on reducing 
administrative burden and unnecessary regulations. It also is critical that future initiatives be 
patient-centered and ensure access to the providers best suited to offer culturally and 
linguistically competent care. We see opportunities for the Innovation Center to leverage existing 
models—including those spearheaded by essential hospitals—to improve care delivery, and we 
encourage the agency to continue exploring new innovations in the following ways. As CMS 
progresses in its attempt to strengthen the Innovation Center, we encourage the agency to 
consider the following recommendations. 
 

1. The Innovation Center should consider models that allow for operational flexibility 
that ensures patient access to lifesaving services in areas with a shortage of other 
health care providers.  

 
The Innovation Center should consider models that would allow hospitals to maintain 
access to primary and specialty outpatient care for patients in communities of need. 
Essential hospitals often are the only providers willing to take on the financial risk of opening a 
clinic in a community with many clinically complex and low-income patients. As the Innovation 
Center seeks to increase access to patient-centered care, it should consider the role of these 
clinics, which enable hospitals to expand access to patient-centered care for disadvantaged 
patients in communities with no other options for both basic and complex health care needs. 
Section 603 of the Bipartisan Budget Act of 2015 (BBA) severely restricted patient access by 
imposing unnecessary restrictions on providers bringing health care into these communities.  
 
The Innovation Center should develop models that reduce provider burden, increase patient 
access to care, and provide additional operational flexibility for hospitals that provide access to a 
large proportion of low-income patients. Permitting hospitals to make decisions based on the 
unique needs of their individual patients and broader community will improve access to 
lifesaving services for the nation’s disadvantaged patients and preserve the provider-patient 
relationship. Specific areas that could benefit from operational flexibility include the ability 
to relocate an existing provider-based department (PBD) or expand services to meet the 
changing needs of the provider’s patients. A hospital, for example, might determine it should 
relocate an existing PBD to be more accessible to an underserved patient population, particularly 
patients with limited access to transportation. In being able to relocate, this hospital would 
provide greater access to its patients and reduce health care costs by ensuring these patients 
receive the comprehensive care they need. The Innovation Center also could consider models 
that allow hospitals to open new PBDs in communities where there is a shortage of other 
providers offering similar services. By exploring models that will allow providers serving 
vulnerable patients to expand access to care, the Innovation Center will serve the interests of 
providers, patients, and the health care system at large. 
 
Beyond expanding access through outpatient locations, the Innovation Center 
should incentivize outpatient care delivery models targeted at the most vulnerable 
patients. Essential hospitals are uniquely qualified to provide comprehensive, 
coordinated care to patients with multiple comorbidities and chronic conditions, such 
as dual-eligible beneficiaries. CMS has prioritized improving care coordination and the 
quality of care for this target population. Because of essential hospitals’ experience 
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treating these patients, CMS should focus on developing models that support innovative 
outpatient care delivery by essential hospitals. These types of models should include 
those focused on improving the quality of care for complex patients, as well as models 
focused on patients with behavioral health conditions, which are addressed in depth in 
sections 5 and 7 of this letter. 
 
 

2. The Innovation Center should ensure flexibility for voluntary participation in 
Advanced Alternative Payment Models (APMs) on a voluntary basis, consider the 
amount of resources required for participation by essential hospitals, and adjust 
quality measures to account for social risk factors. 

 
It is critical that the Innovation Center test the effectiveness of various models of APMs with 
providers that are serving low-income, medically complex, and other hard-to-reach populations. 
Essential hospitals disproportionately care for this segment of the population and face unique 
challenges that might require novel solutions to achieve improved population health, better 
patient experience, and reduced costs. We ask the Innovation Center to consider the following 
comments as it develops models that meet the Advanced APM definition under the Quality 
Payment Program (QPP). 
 

a. We urge the Innovation Center to consider the amount of resources required to 
coordinate care for patients with social factors that affect treatment plan adherence and 
the challenges essential hospitals face caring for vulnerable patients with complex, post-
discharge needs; and to set nominal risk levels for Advanced APMs that recognize these 
investments. 

 
Shifting providers to APMs and Advanced APMs is one of CMS’ goals under the QPP. America’s 
Essential Hospitals supports CMS’ efforts to develop APMs that meet the Advanced APM 
definition under the QPP. We urge CMS and the Innovation Center to take a flexible 
approach when setting nominal risk thresholds for new models, to allow for greater 
participation by essential hospitals in Advanced APMs.  
 
Whether through mandatory or voluntary payment models, our members face challenges finding 
the resources necessary to participate. Upfront costs incurred in developing infrastructure 
required to participate include technology upgrades, process redesign, personnel changes, care 
coordination, expanded quality measurement, risk management, compliance, network 
development, governance, and legal restructuring. Costs reimbursed through existing 
demonstrations are limited to costs incurred by the accountable care organization (ACO), for 
example. However, there are unreimbursed costs, such as those associated with expanding 
primary care, increasing hours and locations as needed, providing care managers and case 
managers, training staff, establishing and expanding disease management programs, and 
expanding capacity to provide integrated behavioral health care. Seed funding also is needed to 
support the financial and actuarial modeling that participants will need to accept payment and 
financial risk under a demonstration’s new payment methodology. We encourage the 
Innovation Center to consider all organizations participating in models having any 
downside risk, as well as the significant up-front investment made by these organizations, 
when setting minimum risk thresholds for being considered an eligible Advanced APM. 
 
Further, the Innovation Center should design demonstrations that drive quality improvement 
and build off existing improvement activities. The populations receiving care at essential 
hospitals require resource-intensive, evidence-based, quality improvement strategies that 
extend beyond the walls of the hospital and into communities. For example, essential hospitals 
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have the compounded task of identifying a patient’s or caregiver’s capability and availability to 
provide necessary post-discharge care, as well as the availability of community-based services, 
including nonhealth care services, such as transportation, meal services, housing for homeless 
patients, and language assistance. We urge the Innovation Center to develop Advanced APMs 
that recognize the amount of resources required to treat certain patients, such as those 
with complex conditions and social risk factors. 
 

b. The Innovation Center should not require mandatory participation in existing or future 
APMs. 

 
Improving care coordination and quality while maintaining a mission to serve those in greatest 
need is a delicate balance. The high cost of providing so much complex care to low-income and 
uninsured patients leaves essential hospitals with limited resources, pushing them to find 
increasingly efficient strategies for providing high-quality care to their patients. Essential 
hospitals constantly engage in broad variety of robust quality improvement initiatives, such as 
averting patient harm by preventing falls and bloodstream infections and reducing avoidable 
readmissions. They also focus on improving the patient experience by breaking down language 
barriers and engaging patients and families. For example, an essential hospital in Illinois began 
an initiative to help Chicago’s chronically homeless reach stability and, in turn, reduce health 
care costs by providing them with permanent homes. In addition to an apartment, each patient 
is paired with a case manager, who helps the patient schedule doctor appointments and get on 
track to better health. We encourage the Innovation Center to develop APMs and Advanced 
APMs that are voluntary, allowing providers to select models most appropriate for the 
populations they treat. 
 
Participation in certain models, such as the Bundled Payments for Care Improvement Initiative 
(BPCI), is voluntary. Essential hospitals have invested in infrastructure to participate in ACOs, as 
part of the Medicare Shared Savings Program (MSSP), as well as participating in other voluntary 
APMs, such as the BPCI. However, there also are those essential hospitals that were selected to 
participate in the mandatory comprehensive care for joint replacement (CJR) model and are 
currently in the second performance year of that model. We previously urged CMS to recognize 
the varying degrees of readiness of providers in their adoption APMs, which might influence 
their success under a mandatory model. Recently, CMS proposed the scaling back of mandatory 
models, with its proposed cancellation of cardiac-related bundles, as well as reduction in overall 
number of hospitals required to participate in the CJR model. America’s Essential Hospitals 
does not support the development of Advanced APMs through required hospital 
participation. 
 

c. CMS and the Innovation Center should include only quality measures closely related to 
the procedures targeted in an APM, appropriately adjusted to account for social risk 
factors, and monitor for unintended consequences of participation by hospitals that 
serve the vulnerable. 

 
The methodology CMS employs to measure performance in value-based models does not 
account for hospitals that serve highly complex patients with significant sociodemographic 
challenges and that perform a greater number of complex procedures than other hospitals. CMS 
must ensure that essential hospitals participating in APMs are not disproportionately 
disadvantaged based on the quality metrics used to evaluate performance and calculate shared 
savings or reconciliation payments. Further, risk adjusting measures for these factors will ensure 
patients receive accurate information about a hospital’s performance. 
 
Essential hospitals treat a high proportion of patients with social risk factors, such as a lack of 
transportation to follow-up care and food insecurity, that a hospital cannot control and that can 
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affect health outcomes. Without proper risk adjustment, an essential hospital serving a 
disproportionate share of lower-income patients with confounding sociodemographic factors 
might not reach the performance benchmarks of various models, for reasons outside its control.2 
 
In previous comments on hospital inpatient quality reporting programs, we urged CMS to 
consider the sociodemographic factors—language and existing level of post-discharge support, 
for example—that might affect patients’ outcomes and include such factors in the risk-
adjustment methodology. We based those comments on a preponderance of evidence that 
patients’ sociodemographic status affects outcomes of care.3 Considering the impacts of these 
sociodemographic factors on patients and their hospitals, CMS should appropriately risk adjust 
outcomes measures in the overall star ratings system to account for sociodemographic factors, 
including socioeconomic status.  
 
Most recent, in the fiscal year 2018 Inpatient Prospective Payment System rule, CMS finalized a 
transitional risk adjustment methodology for the Hospital Readmissions Reduction Program 
that allows separate comparison of hospitals based on a facility’s proportion of dual-eligible 
patients; this comparison is used as a proxy for socioeconomic status.4 However, stratification is 
not risk adjustment and more work must be done to account for social risk factors across 
Medicare programs. 
 
As required by the Improving Medicare Post-Acute Care Transformation Act, the Department of 
Health and Human Services (HHS) Office of the Assistant Secretary for Planning and 
Evaluation in December 2016 released a report in which the connection between social risk 
factors and health care outcomes is clear.5 The report provides evidence-based confirmation of 
what essential hospitals and other providers have long known: patients’ sociodemographic and 
other social risk factors matter greatly when assessing the quality of health care providers. 
 
Further, as noted by the National Academies of Sciences, Engineering, and Medicine in its series 
of reports on accounting for social risk factors in Medicare programs, “achieving good outcomes 
(or improving outcomes over time) may be more difficult for providers caring for patients with 
social risk factors precisely because the influence of some social risk factors on health care 
outcomes is beyond provider control.”6 We urge CMS and the Innovation Center to include in 
models only measures that are risk adjusted for factors related to a patient’s background, 
such as socioeconomic status, language, and post-discharge support structure.  
 
Also, for models in which hospitals are held accountable for an entire episode of care from 
admission until a certain period post-discharge (e.g., 90 days), it is important to use measures 
that appropriately assess quality. We have concerns with existing models that include the 

                                                        
2 Essential Hospitals Institute. Sociodemographic Factors Affect Health Outcomes. February 26, 2015. 
http://essentialhospitals.org/institute/sociodemographic-factors-and-socioeconomic-status-ses-affect-
health-outcomes/. Accessed March 2016. 
3 See, e.g., America's Essential Hospitals. Sociodemographic Factors Affect Health Outcomes. April 18, 
2016. http://essentialhospitals.org/institute/sociodemographic-factors-and-socioeconomic-status-ses-
affect-health-outcomes/. Accessed August 2017. 
4 21st Century Cures Act of 2016, H.R. 34, 114th Cong. §15002 (2016) (enacted). 
5 Department of Health and Human Services Office of the Assistant Secretary for Planning and Evaluation. 
Report to Congress: Social Risk Factors and Performance Under Medicare’s Value-Based Purchasing 
Programs. December 2016. https://aspe.hhs.gov/system/files/pdf/253971/ASPESESRTCfull.pdf. Accessed 
April 7, 2017. 
6 National Academies of Sciences, Engineering, and Medicine. Accounting for Social Risk Factors in 
Medicare Payment. Washington, D.C.: The National Academies Press. January 2017. 
http://nationalacademies.org/hmd/Reports/2017/accounting-for-social-risk-factors-in-medicare-
payment-5.aspx. Accessed September 2017. 
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Hospital Consumer Assessment of Healthcare Providers and Systems survey measure. A 
measure assessing patients’ experience with inpatient care is a poor measure of quality across a 
90-day episode, most of which will occur after the patient leaves the hospital. The Innovation 
Center should include in new models only measures closely related to the procedures 
targeted in the model and that accurately represent quality of care across the episode of 
care. Doing so will align with the Innovation Center’s new direction to assist hospitals as they 
work to improve outcomes for these conditions and to benefit the public by accurately reflecting 
the care hospitals offer. 
 

3. As a guiding principle, the Innovation Center should pursue changes that would 
reduce regulatory burden and increase flexibility for providers in the use of health 
information technology (IT).  

 
One focus area consistent with the agency’s guiding principles is to provide additional flexibility 
in requirements pertaining to the use of health IT, such as the requirements of the Medicare and 
Medicaid Electronic Health Record (EHR) Incentive Programs. To best position future 
Innovation Center initiatives for success, CMS can take additional steps to reduce provider 
burden and enable hospitals to deliver high-quality, patient-centered care by lifting some of 
the unnecessary regulations in the EHR Incentive Programs.  
 
The requirements of the EHR Incentive Program so far have proved quite onerous for some 
providers, particularly essential hospitals with scarce resources and diverse patient populations. 
As part of any future initiative, the Innovation Center, as well as CMS more broadly, should not 
rush providers into higher thresholds and stringent requirements without requisite advances—
truly interoperable products, standards that ensure the seamless exchange and use of health 
information, and adequate testing of these standards and of electronic clinical quality measures, 
for example.  
 
To alleviate this concern and align the program across provider types, CMS should extend 
flexibility to the EHR Incentive Program for eligible hospitals similar to that it provides to 
eligible clinicians in the QPP. Allowing hospitals flexibility in choosing meaningful use 
objectives will be consistent with the QPP for eligible clinicians as required by the Medicare 
Access and CHIP Reauthorization Act of 2015 (MACRA). Giving hospitals similar discretion and 
moving the program away from the all-or-nothing approach would align the two programs. 
Expanding opportunities for participating in advanced APMs is one of the focus areas the agency 
highlights in the RFI. As hospitals and physicians are encouraged to move into APMs, CMS 
should maintain parity between the structure of physician and hospital measures.  
 
The meaningful use statute provides the agency with broad authority to determine the 
requirements of information exchange and meaningful use of Certified Electronic Health Record 
Technology (CEHRT).7 Using this discretion, the agency can either waive the all-or-nothing 
structure of meaningful use or, through voluntary models, allow hospitals to choose a 
subset of measures without failing the entire program for falling short on percentage 
thresholds. 
 

4. As a guiding principle, the Innovation Center should provide information to the 
public in a clear, concise manner that accurately portrays quality of care and assists 
consumers in directing their own care, and infuse this principle into any future 
consumer-directed and market-based innovation models. 

 

                                                        
7 Social Security Act § 1886(n)(3)(A)(i)-(iii)(2010). 
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America’s Essential Hospitals supports patient empowerment by providing information patients 
can use when deciding where to receive care. We support sharing meaningful hospital quality 
information with patients and CMS’ guiding principle of using transparency to promote high-
quality, cost-effective care. However, if the information does not accurately account for 
differences in patient populations and factors outside the hospital’s control, or is not 
comprehensible and useful, it can lead to misinformed choices. A patient’s choice of care is a 
complex and individualized decision and should not be oversimplified. Consumers are currently 
overwhelmed by rating systems that are misleading and do not account for hospitals that 
perform a greater number of complex surgeries and serve patients with significant 
socioeconomic challenges, as well as social risk factors that affect outcomes and are unrelated to 
the quality of care at a hospital. 
 

a. CMS and the Innovation Center should work with stakeholders to ensure information 
on cost and quality is meaningful and accurate, avoid consumer confusion, and reflect 
vulnerable patients’ socioeconomic and demographic circumstances. 

 
To empower beneficiaries as consumers to drive change in the health system through their 
choices, the Innovation Center is considering consumer-directed and market-based innovation 
models. This includes models that facilitate and encourage price and quality transparency. In 
recent years, policymakers, the media, and the public have started discussing efforts to increase 
transparency of health care prices. America’s Essential Hospitals supports efforts to increase 
price transparency, though it is clear that caring for patients with significant social and economic 
needs might result in higher costs at essential hospitals. The patients whom essential hospitals 
serve, and the social, linguistic, and economic obstacles they face, present special challenges 
specific to essential hospitals. For example, patients in low-income communities might have 
limited access to primary care, prescription drugs, or transportation to clinic appointments, 
among other social issues. Essential hospitals are committed to caring for these patients.  
 
The extensive services essential hospitals offer also might contribute to higher costs. With these 
critical issues in mind, we urge the Innovation Center to consider the following as it looks 
to models that further promote price transparency initiatives or policies: 
 

 Any information made available to the public must explain how and why the cost of 
patient care varies among hospitals. Hospitals that take on the provision of high-acuity 
services vital to the community, such as trauma or behavioral health care, will have 
higher costs. That is especially true for essential hospitals. These hospitals provide 
services not typically provided by other hospitals, including, but not limited to, 
community clinics; neonatal services; and wraparound services, such as social services, 
interpretation, or even access to food and shelter to patients who otherwise would not 
have these necessities. Much of this care is provided to vulnerable populations, who are 
often uninsured. This leaves essential hospitals to shoulder the costs of the 
uncompensated care provided to these patients. Essential hospitals also are committed 
to teaching and are training the next generation of physicians, further increasing the 
cost of care. 

 
 Each patient’s out-of-pocket costs must be communicated to the patient individually. 

Providers must work in partnership with insurers to communicate financial 
responsibilities to patients. This individualized communication should be done in a 
timely manner, in the language the patient prefers, and in a format the patient can 
understand. 

 
 Patients should receive adequate and clear information and support regarding financial 

assistance with the cost of their care so that the fear of responsibility for all or part of a 
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health care bill does not cause a patient to forgo necessary care. While essential hospitals 
strive to connect eligible individuals to coverage, they acknowledge that some 
individuals will be ineligible for coverage or slip through the coverage cracks. Essential 
hospitals are proud of their mission to provide access to quality care for all. They 
recognize that interacting with the health care system can be daunting to some 
individuals, and they strive to implement not only robust charity care policies, but also 
to provide financial navigation assistance to patients who need it. 

 
 Essential hospitals, payers, their states, and the federal government should partner to 

overcome challenges to price transparency. Essential hospitals strive to be transparent 
about quality of care, patient experience, and price. However, transparency efforts often 
are limited by antitrust concerns, confidentiality agreements, and regulatory barriers. 

 
b. CMS and the Innovation Center should ensure that any preferred provider networks 

include hospitals that provide access to the full range of services offered by essential 
hospitals. 

 
Further, the Innovation Center is soliciting feedback on models that would allow preferred 
provider networks for Medicare beneficiaries. As the agency considers this type of model, we 
urge the Innovation Center to ensure all networks include hospitals that offer all the essential 
services on which low-income and medically underserved patients rely. Hospitals vary in the 
services they provide to their communities. A community hospital, for example, does not have 
the resources to provide complex services, whereas essential hospitals and academic medical 
centers provide complex, high-acuity care to their communities daily. Thus, each hospital cannot 
be quantified in the same way as, perhaps, each primary care physician in a network could be.  
 
The association is concerned that preferred provider networks could result in tiered networks, 
which pay providers different rates for covered services depending on their tier placement. 
Hospitals in preferred tiers have the lowest out-of-pocket costs for patients but do not 
necessarily provide a comprehensive suite of services. Patient costs rise when they seek care in 
hospitals placed in less favorable tiers. Typically, payments in these less-favorable tiers are based 
on rates community hospitals will accept. But community hospitals do not offer the same 
breadth of services as our member hospitals. As a result, many vulnerable patients face a no-win 
decision: lose access to their established providers and vital hospital services or pay more out of 
pocket, which many cannot afford.  
 
Another important aspect of network adequacy is linguistic and cultural competency. Members 
of America’s Essential Hospitals have a long history of providing culturally sensitive care, 
including interpretation, transportation, and other social services to diverse, low-income 
populations. These services reach beyond the walls of the hospital to provide comprehensive care 
to vulnerable populations. Essential hospitals’ experience handling such complex medical and 
social conditions is invaluable to the health and productivity of entire communities. 
 
Due to these well-established and trusted patient-provider relationships, many patients likely 
will continue to seek care from their current providers regardless of whether these providers are 
included in their marketplace plan networks.  
 
If patients cannot access the services essential hospitals provide within their plan networks, they 
will face additional out-of-pocket costs just to maintain these vital relationships. Others will have 
to disrupt their care continuum to find new providers. As such, we urge the Innovation Center 
to ensure patient access to the full range of essential hospital services within preferred 
provider networks is protected when testing new consumer-directed and market-based 
innovation models. 
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5. The Innovation Center should consider models focused on hospitals treating high 

numbers of complex patients. 
 
In the RFI, the agency discusses models that would leverage the expertise of physician specialists 
in the treatment of beneficiaries with complex or chronic medical conditions. We encourage the 
agency to look beyond physician specialty models and consider incorporating models 
targeted at hospitals treating high numbers of these beneficiaries. Essential hospitals 
specialize in treating medically complex patients, and are an important part of the coordinated, 
comprehensive care these patients receive. 
 
Essential hospitals are leaders in managing chronic care for vulnerable populations. They treat 
more patients who are dually eligible for Medicare and Medicaid than the average hospital. 
These patients often have multiple comorbidities and chronic conditions and are among the 
most difficult to treat. Through their integrated health systems, essential hospitals offer 
comprehensive, coordinated care, including mental health services, substance abuse services, 
and wraparound services that vulnerable patients often need. Members of America’s Essential 
Hospitals work daily to improve care quality for chronically ill patients through a broad variety 
of initiatives—from reducing readmissions to preventing falls, blood stream infections, and other 
patient harm events.  
 
We are encouraged the Innovation Center is evaluating options tailored to the most vulnerable 
and clinically complex patients. We also urge the Innovation Center to place special emphasis on 
evaluating the needs of dual-eligible beneficiaries and current deficiencies in care delivery for 
these patients in all future models. Due to distinct Medicare and Medicaid funding streams for 
dual-eligible beneficiaries and barriers to coordination between distinct coverage sources, dual-
eligible beneficiaries often face difficulty in receiving optimal care. More dual-eligible patients 
suffer from chronic illness than other Medicare beneficiaries and they constitute a 
disproportionate share of Medicare spending.8 As such, any discussion of coordination of care 
for chronically ill patients would be incomplete without a focus on dual-eligible beneficiaries. 
 

6. The Innovation Center should continue to encourage innovation at the state and 
local level, including through the use of Section 1115 demonstrations, while 
acknowledging the resource constraints essential hospitals face. 

 
Statewide and local innovation is vital and allows for necessary flexibility in model development. 
Essential hospitals continue to be hubs for innovation within their communities. CMS should 
consider ways to leverage the expertise displayed by essential hospitals in creating models that 
target the unique needs of Medicaid and uninsured patients, on their own and as a building 
block toward expansion to multipayer models. The Innovation Center has the opportunity to 
increase the impact of its models by engaging with essential hospitals, which have the deepest 
understanding of their patients’ needs. CMS should continue to encourage development of new 
avenues for local transformation that starts from the ground up, rather than models that do not 
account for the unique challenges many Medicaid and uninsured patients face. 
 
States also play a critical role in innovation and delivery of high-quality care. CMS has worked 
with states on a variety of initiatives to allow states to pursue models that advance delivery 
system innovation. States have seen success through the State Innovation Models, Innovator 

                                                        
8 Kasper J, O'Malley M, Lyons B. Chronic Disease and Co-Morbidity Among Dual Eligibles: Implications 
for Patterns of Medicaid and Medicare Service Use and Spending. Kaiser Commission on Medicaid and the 
Uninsured.  July 2010. https://kaiserfamilyfoundation.files.wordpress.com/2013/01/8081.pdf. Accessed 
October 30, 2017. 
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Accelerator Program, Strong Start and Medicaid Incentives for the Prevention of Chronic 
Diseases Model. America’s Essential Hospitals applauds the agency’s leadership in fostering 
state-led innovation and encourages CMS and the Innovation Center to continue to support 
states and providers with opportunities presented by the availability of new models. 
 
However, preparing provides to accept alternative payment mechanisms and succeed under 
value-based purchasing is no small task. The burden is compounded when the demonstration 
includes providers with resource constraints from routinely delivering most of their care to 
Medicaid and uninsured patients. Slim operating margins under which safety-net providers 
survive severely constrain their ability to make bold investments in delivery system 
transformation. Yet, such transformation is increasingly becoming more important as the 
delivery system evolves to emphasize value over volume. 
 
For these reasons, America’s Essential Hospitals has been pleased to see the evolution of 
innovative Section 1115 waiver programs that intensively promote delivery system reform. These 
programs are particularly important to jump starting transformation in many of the states 
operating a Section 1115 demonstration. Through such incentive programs, essential hospitals: 
 

 significantly expand primary and preventive care capacity and access to specialty 
services (which often is particularly limited for low-income populations); 

 build data analytics (data systems, disease registries, standardized quality reports, etc.) 
to facilitate quality improvement and advance population health; 

 develop chronic and complex care management capacities; 
 engage patients and enhance their experience; 
 establish cultures of improvement; and 
 reduce harm, improving patient outcomes and saving lives. 

 
We are pleased to see CMS’ recent emphasis on using waivers to promote innovation. We 
urge the agency to continue to preserve this important mechanism for states to invest in 
delivery system reform. Investing time, resources, and funding in this transformation is an 
investment in the future of Medicaid and its beneficiaries. We believe it is well worth the 
agency’s continued support. 
 
Further, to ensure that states can fully leverage Section 1115 waivers, we urge CMS to 
reconsider the budget neutrality policy announced on May 12, 2016, and revert to 
traditional standards. The last administration adopted dramatic restrictions to CMS’ budget 
neutrality policy for Section 1115 waivers without seeking input from stakeholders; moreover, the 
policy was publicized only through a conference call. The new policy could prevent states from 
implementing the waiver-based investments described above, or even from making needed 
updates to base payment rates for managed care programs operating under waivers. 
 
Longstanding CMS policy requires Section 1115 demonstrations to be budget neutral (i.e., federal 
Medicaid expenditures under the demonstration cannot exceed the level of expenditures that 
would have been made without the demonstration). Under Section 1115 authority, states have 
operated programs that produce savings to the federal government—in particular, through 
managed care or provider-based care coordination systems. Past CMS policy on budget 
neutrality has acknowledged these savings in ways that have allowed for continued change and 
innovation. 
 
The last administration’s policies would: 
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 phase out savings from state-implemented programs in a way that limits the incentive 
for states to try innovative programs and penalizes states that were ahead of the curve in 
moving into managed care through demonstration authority; 

 require rebasing of the demonstration’s budget ceiling at every demonstration extension 
and apply restrictive methodologies for trend estimates that do not account for likely 
changes in future spending, which CMS and the states previously worked together to 
determine; and 

 limit carryover of accumulated savings from one demonstration approval period to the 
next. 

 
States historically have used waivers to tailor Medicaid programs to their local needs and to get 
out from under restrictive federal regulations that can stifle innovation. Some states have 
operated their Medicaid programs for decades under waiver authority. This budget neutrality 
policy could effectively eliminate the ability to use waivers on a long-term basis, forcing states 
back into the traditional framework as their ability to redirect waiver-based savings is revoked. It 
also could severely limit future opportunities for those states interested in pursuing innovative 
new ideas through waivers. The policy is in direct conflict with CMS’ commitment to a “new era 
for the federal and state Medicaid partnership” in which CMS “empower[s] all states to advance 
the next wave of innovative solutions to Medicaid’s challenges.”9 
 

7. We urge the Innovation Center to look to existing models—including those led by 
essential hospitals—to further integrate behavioral health and primary care 
services. 

 
Behavioral health conditions affect nearly one in four Americans and often co-occur with other 
health problems. It is unfortunate that these conditions often go untreated due to stigma, lack of 
detection, and lack of access to appropriate services. To serve more patients in need while 
improving quality and cost efficiency, many health systems have looked to integrating behavioral 
health and primary care services. Integrating behavioral health and primary care is an important 
part of improving the U.S. health care system. It can decrease costs, increase access and 
efficiency, enhance the patient and provider experience and reduce the stigma of behavioral 
health issues, and improve health at community and population levels. 
 
There are many ways to integrate behavioral health and primary care services. As the Innovation 
Center considers areas of innovation, it is important that care models are chosen according to 
provider settings, patient populations, and available resources. Care models that aim to better 
integrate behavioral and physical health require effective staffing, outcomes tracking, adequate 
financial structures, and support from leadership. 
 
Members of America’s Essential hospitals, as providers of care to vulnerable populations, are 
uniquely positioned to provide this kind of care. These hospitals are engrained in their 
community as a trusted and central resource for care. They have a profound impact on equitable 
and efficient care delivery. We encourage the Innovation Center to look to existing models 
led by essential hospitals to identify replicable models to improve care in this area. By 
continuing to push this integration forward, we can help mitigate any stigma associated with 
these services and bolster inadequate detection rates (i.e., poor screening) that often plague the 
behavioral health environment. At the same time, we can improve our health systems in a 
socially and economically responsible manner. 
 

                                                        
9 Department of Health and Human Services letter to governors. Undated. 
https://www.hhs.gov/sites/default/files/sec-price-admin-verma-ltr.pdf. Accessed November 14, 2017. 

https://www.hhs.gov/sites/default/files/sec-price-admin-verma-ltr.pdf


12 
 

For example, Nassau University Medical Center (NuHealth) in New York integrated its primary 
care program into an outpatient mental health clinic in response to a low rate of annual physicals 
among mental health patients. As part of this program, an attending primary care physician 
from the ambulatory care department works out of the clinic approximately four hours per week. 
This allows each patient to get an annual physical as well as any necessary follow-up, 
vaccinations, and mammography and colonoscopy screening. A nurse also is on staff at the 
health center to assist with primary care services and triage.  
 
In Massachusetts, a grant opportunity allowed UMass Memorial Medical Center to develop a 
training program through a postdoctoral fellowship in primary care psychology. The fellowship 
program expanded over the next few years, and UMass Memorial Medical Center now has full-
scale integration with residents and fellows in each of three clinic sites (two of which are a part of 
the health system and the third, a community health center).  
 
A final example: Harris County Health District, in Texas, established the Community Behavioral 
Health Program (CBHP), which is focused on expanding access to behavioral health services 
within community health centers. CBHP is based on a pilot program launched a year earlier that 
placed a psychiatrist in each of three community health centers. In addition to seeing scheduled 
patients at the centers, the psychiatrist was responsible for providing informal consultations to 
primary care providers. The goal was to train primary care providers to provide moderate 
psychiatric interventions themselves. The pilot program had initial success redirecting 
behavioral health services to primary care settings and away from the emergency department 
(ED) and outpatient specialty clinics focused on much more severe mental illness. So, the CBHP 
expanded to serve 12 primary care clinics, one school-based clinic, one HIV clinic, and one 
homeless clinic. 
 
Further, in combating the opioid epidemic and treating substance use disorders in general, a 
long-standing regulation, 42 CFR Part 2, continues to act as a barrier to integrated health 
efforts. This regulation, first set in the 1970s, prevents medical professionals from sharing a 
patient’s history of substance abuse. Earlier this year, the Substance Abuse and Mental Health 
Services Administration (SAMHSA) issued a final regulation to better align 42 CFR Part 2 with 
the Health Insurance Portability and Accountability Act (HIPAA) and allow providers to take 
advantage of new models of care. However, the updated regulation does not go far enough in 
modifying Part 2 to bring substance abuse patient records into the current, modern care delivery 
systems. 
 
As states continue to pursue the best payment models that seek to improve care for mental and 
behavioral health, we urge HHS to better align 42 CFR Part 2 with existing HIPAA 
regulations to allow providers access to patient information that is vital to whole-person 
care, integrated care for behavioral health and substance use disorder patients.  
 

8. The Innovation Center should focus prescription drug models on reducing Part D 
drug expenditures and continue to build off existing programs that enable access. 

 
Like CMS, America’s Essential Hospitals is concerned about rising drug prices; essential 
hospitals have firsthand experience with annual drug price increases. The rising cost of 
prescription drugs can have serious consequences for patient access and for the health care 
system at large, especially if patients cannot afford the very drugs meant to keep them out of the 
hospital. To cite one recent example, the price of two lifesaving heart drugs increased 
exponentially over a matter of just a few years. One of these drugs, which is used to treat high 
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blood pressure, increased in price by 3,000 percent from 2012 to 2015.10 Essential hospitals 
directly bear the consequences of such price increases, which put increasing strain on hospital 
budgets and operating margins. 
 
When the federal government is the primary payer for these drugs through Medicare or 
Medicaid, these price increases result in increased federal spending. In 2016, the Medicaid 
program had to pay $3.2 billion more for brand-name drugs because of price increases on 
common drugs.11 The Medicare program continues to experience increased expenditures due to 
uncontrolled price increases by drug manufacturers, as detailed in an OIG report on Part D 
spending. The report found that Medicare paid $33 billion in catastrophic coverage payments 
under Part D in 2015, a threefold increase since 2010. This spending increase was driven by 
high-price drugs, with 10 drugs accounting for more than a third of Part D catastrophic coverage 
spending.12 
 
Medicare Part D drug spending was $121 billion in 2014, compared with $26 billion for total 
Part B spending, and total Part D spending is only bound to rise with increasing drug prices.13 
 
In considering the design of any future drug models, including value-based purchasing 
arrangements, the Innovation Center should preserve the physician’s ability to provide the 
most effective drug for each particular patient. Clinical decision-making is a nuanced process 
that requires the evaluation of patient-specific factors that often are not accounted for in 
sweeping policy changes. We look forward to evaluating how the Innovation Center will protect 
the autonomy of the physician and patient in developing models.  
 
In addition, we encourage both CMS and the Innovation Center to preserve and build off of 
existing government programs that have a strong history of enabling patient access and allowing 
essential hospitals to continue to fulfill their missions to treat vulnerable patients in underserved 
communities.  
 

9. New models in Medicare Advantage should adequately reimburse providers that 
take on more complex cases. 

 
Medicare Advantage (MA) is taking on an increasingly important role in the Medicare space, 
with nearly a third of Medicare beneficiaries choosing to enroll in an MA plan. America’s 
Essential Hospitals recognizes the importance of MA in providing beneficiaries with a variety of 
choices. It is important that MA plans can innovate and achieve better outcomes. But MA plan 
flexibility should not come at the expense of vulnerable patients and the providers suited to 
treating them. Any models in the MA space should ensure sufficient network adequacy 
standards and adequate payment rates. Providers who take on more complex patients are not 
always sufficiently reimbursed by MA plans compared with providers with lower patient acuity. 

                                                        
10 Tribble S J. 47 Hospitals Slashed Their Use Of 2 Key Heart Drugs After Huge Price Hikes. NPR “Shots.” 
August 9, 2017. http://www.npr.org/sections/health-shots/2017/08/09/542485307/47-hospitals-slashed-
their-use-of-two-key-heart-drugs-after-huge-price-hikes. Accessed October 30, 2017. 
11 Lupkin S. Climbing Cost Of Decades-Old Drugs Threatens To Break Medicaid Bank. Kaiser Health News. 
August 14, 2017. http://khn.org/news/climbing-cost-of-decades-old-drugs-threatens-to-break-medicaid-
bank/. Accessed October 30, 2017. 
12 Office of Inspector General. High-Price Drugs are Increasing Federal Payments for Medicare Part D 
Catastrophic Coverage. January 2017. https://oig.hhs.gov/oei/reports/oei-02-16-00270.pdf. Accessed 
October 30, 2017. 
13 Medicare Payment Advisory Commission. A Data Book: Health Care Spending and the Medicare 
Program. http://www.medpac.gov/docs/default-source/data-
book/jun17_databookentirereport_sec.pdf?sfvrsn=0. Accessed October 30, 2017. 
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CMS should provide sufficient oversight and standards to guarantee that MA plans adequately 
reimburse providers who incur higher costs by choosing to take on more complex cases. 
 

10. The Innovation Center should allow for waivers of Medicare requirements that 
impede care coordination and impose unnecessary restraints on providers seeking 
to improve patient access to services.  

 
Certain waivers have been afforded to participants in existing payment models, such as Next 
Generation ACOs and the CJR model, to support coordination across the care continuum. For 
example, patients who do not have convenient access to a specialist can benefit from telehealth. 
The Next Generation ACO model allows for telehealth waivers related to Medicare requirements 
for payment of telehealth services, such as the limitation on the geographic area and provider 
setting in which these services may be received. Such waivers also should be provided to other 
APMs. 
 
Also, essential hospitals trying to reduce costs and improve quality face Medicare restrictions, 
such as the three-day skilled nursing facility (SNF) rule, which requires that a patient spend 
three days as a hospital inpatient before being eligible for SNF services. This requirement 
impedes provider efforts to better coordinate and improve care for patients. We urge CMS to 
reduce restrictions among providers to work in an integrated, seamless way by allowing 
waivers of the SNF three-day rule as part of any new models. Further, CMS should ensure 
that the waiver process is streamlined and not prohibitively burdensome for providers.  
 

11. The Innovation Center should identify models that allow for additional flexibility in 
the use of telehealth services to expand access for patients who face barriers to 
accessing health care. 

 
We see opportunities to develop and test models beyond those listed in the RFI that are 
consistent with the guiding principles CMS presents. Increased flexibility in telehealth services 
would allow for improved access to patient-centered care, particularly in communities where 
care options are otherwise limited. Telehealth services grant patients additional choices in how 
they receive care and interact with their providers.  
 
Telehealth services provide another means for providers to reach their patients in a timely 
manner. We urge the Innovation Center to explore models that increase the types of 
services that will be reimbursed when provided remotely as telehealth services. Medicare 
reimbursement for telehealth services lags behind private payers and state Medicaid agencies. 
Currently, coverage of telehealth services is limited to a list of specified services and subject to 
geographical limitations on the telehealth patient’s location (the “originating site”) for the 
provider to receive Medicare reimbursement. In practice, there are a multitude of scenarios 
beyond those involving rural patients in which a patient might be unable to reach a hospital in 
time for needed care. This is particularly true of patients facing a lack of transportation and 
other barriers to mobility, including in urban areas. For these patients, receiving a timely 
telehealth consultation or service from a specialist can result in the early diagnosis of a life-
threatening condition, such as stroke. To this end, we support any demonstrations that 
expand Medicare reimbursement for additional services, such as stroke services, regardless 
of originating site. 
 
Furthermore, the Innovation Center should consider waiving originating site geographical 
restrictions for other telehealth services provided by providers in APMs, which will enable 
some providers to reach more patients in need of care at a time and place that works for the 
patient. To encourage providers to continue to provide coordinated care and reach the largest 
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number of patients, we encourage the Innovation Center to explore models that will help bring 
Medicare policy in line with current provider practices.  
 
In addition to their immediate implications for Medicare telehealth reimbursement and provider 
and patient access, policy changes will have downstream effects on other payers. As private 
payers and governmental agencies look to Medicare to determine what constitutes a patient-
provider relationship, it will be important that Medicare not unreasonably restrict the scope of 
telehealth services. 
 
******* 
 
America’s Essential Hospitals appreciates the opportunity to submit these comments. If you have 
questions, please contact Director of Policy Erin O’Malley at 202-585-0127 or 
eomalley@essentialhospitals.org. 
 
 


