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to examine any changes in health care quality outcomes and

spending by the eligible safety net hospital systems or networks.

(2) BUDGET NEUTRALITY.~During the testing period under
paragraph (1), any budget neutrality requirements under sec-
tion 1115A(b)(3) of the Social Security Act (as so added) shall
not be applicable.

(3) MobIFicATION.—During the testing period under para-
graph (1), the Secretary may, in the Secretary’s discretion,
modify or terminate the demonstration project conducted under
this section.

(e) REPORT.—Not later than 12 months after the date of comple-
tion of the demonstration project under this section, the Secretary
shall submit to Congress a report containing the results of the
evaluation and testing conducted under subsection (d), together
with recommendations for such legislation and administrative
action as the Secretary determines appropriate.

(f) AUTHORIZATION OF APPROPRIATIONS.—There are authorized
to be appropriated such sums as are necessary to carry out this
section.

SEC. 2706. PEDIATRIC ACCOUNTABLE CARE ORGANIZATION DEM-
ONSTRATION PROJECT,

(a) AUTHORITY To CONDUCT DEMONSTRATION.—

(1) IN GENERAL.—The Secretary of Health and Human
Services (referred to in this section as the “Secretary”) shall
establish the Pediatric Accountable Care Organization Dem-
onstration Project to authorize a participating State to allow
pediatric medical providers that meet specified requirements
to be recognized as an accountable care organization for pur-
poses of receiving incentive payments (as described under sub-
section (d)), in the same manner as an accountable care
organization is recognized and provided with incentive pay-
ments under section 1899 of the Social Security Act (as added
by section 3022).

(2) DuraTION.—The demonstration project shall begin on
January 1, 2012, and shall end on December 31, 2016.

(b) APPLICATION.—A State that desires to participate in the
demonstration project under this section shall submit to the Sec-
retary an application at such time, in such manner, and containing
such information as the Secretary may require.

(¢) REQUIREMENTS.—

(1) PERFORMANCE GUIDELINES.—The Secretary, in consulta-
tion with the States and pediatric providers, shall establish
guidelines to ensure that the quality of care delivered to individ-
uals by a provider recognized as an accountable care organiza-
tion under this section is not less than the quality of care
that would have otherwise been provided to such individuals.

(2) SAVINGS REQUIREMENT.—A participating State, in con-
sultation with the Secretary, shall establish an annual minimal
level of savings in expenditures for items and services covered
under the Medicaid program under title XIX of the Social
Security Act and the CHIP program under title XXI of such
Act that must be reached by an accountable care organization
in order for such organization to receive an incentive payment
under subsection (d).

(3) MINIMUM PARTICIPATION PERIOD.—A provider desiring
to be recognized as an accountable care organization under
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the demonstration project shall enter into an agreement with

the State to participate in the project for not less than a

3-year period.

(d) INCENTIVE PAYMENT.—An accountable care organization
that meets the performance guidelines established by the Secretary
under subsection (¢)(1) and achieves savings greater than the
annual minimal savings level established by the State under sub-
section (c)(2) shall receive an incentive payment for such year
equal to a portion (as determined appropriate by the Secretary)
of the amount of such excess savings. The Secretary may establish
an annual cap on incentive payments for an accountable care
organization.

(e) AUTHORIZATION OF APPROPRIATIONS.—There are authorized
to be appropriated such sums as are necessary to carry out this
section.

SEC. 2707. MEDICAID EMERGENCY PSYCHIATRIC DEMONSTRATION
PROJECT.

(a) AUTHORITY TO CONDUCT DEMONSTRATION PROJECT.—The
Secretary of Health and Human Services (in this section referred
to as the “Secretary”) shall establish a demonstration project under
which an eligible State (as described in subsection (c)) shall provide
payment under the State Medicaid plan under title XIX of the
Social Security Act to an institution for mental diseases that is
not publicly owned or operated and that is subject to the require-
ments of section 1867 of the Social Security Act (42 U.S.C. 1395dd)
for the provision of medical assistance available under such plan
to individuals who—

(1) have attained age 21, but have not attained age 65;

(2) are eligible for medical assistance under such plan;
and

(3) require such medical assistance to stabilize an emer-
gency medical condition.

(b) STABILIZATION REVIEW.—A State shall specify in its applica-
tion described in subsection (c)(1) establish a mechanism for how
it will ensure that institutions participating in the demonstration
will determine whether or not such individuals have been stabilized
(as defined in subsection (h)5)). This mechanism shall commence
before the third day of the inpatient stay. States participating
in the demonstration project may manage the provision of services
for the stabilization of medical emergency conditions through utili-
zation review, authorization, or management practices, or the
application of medical necessity and appropriateness criteria
applicable to behavioral health.

(c) ELIGIBLE STATE DEFINED.—

(1) IN GENERAL.—An eligible State is a State that has
made an application and has been selected pursuant to para-
graphs (2) and (3).

(2) AppLICATION.—A State seeking to participate in the
demonstration project under this section shall submit to the
Secretary, at such time and in such format as the Secretary
requires, an application that includes such information, provi-
sions, and assurances, as the Secretary may require.

(3) SELECTION.—A State shall be determined eligible for
the demonstration by the Secretary on a competitive basis
among States with applications meeting the requirements of
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(2) in paragraph (82), by striking the period at the end
and inserting “; and”; and

(3) by inserting after paragraph (82) the following new
paragraph:

“(83) provide for implementation of the payment models
specified by the Secretary under section 1115A(c) for
implementation on a nationwide basis unless the State dem-
onstrates to the satisfaction of the Secretary that implementa-
tion would not be administratively feasible or appropriate to
the health care delivery system of the State.”.

(c) REVISIONS TO HEALTH CARE QUALITY DEMONSTRATION PRO-
GRAM.—Subsections (b) and (f) of section 1866C of the Social Secu-
rity Act (42 U.S.C. 1395cc-3) are amended by striking “5-year”
each place it appears.

SEC. 3022. MEDICARE SHARED SAVINGS PROGRAM.

Title XVIII of the Social Security Act (42 U.S.C. 1395 et seq.)
is amended by adding at the end the following new section:

“SHARED SAVINGS PROGRAM

“SEC. 1899. (a) ESTABLISHMENT.——

“(1) IN GENERAL.~—Not later than January 1, 2012, the
Secretary shall establish a shared savings program (in this
section referred to as the ‘program’) that promotes account-
ability for a patient population and coordinates items and serv-
ices under parts A and B, and encourages investment in infra-
structure and redesigned care processes for high quality and
efficient service delivery. Under such program—

“(A) groups of providers of services and suppliers
meeting criteria specified by the Secretary may work
together to manage and coordinate care for Medicare fee-
for-service beneficiaries through an accountable care
organization (referred to in this section as an ‘ACO"); and

“(B) ACOs that meet quality performance standards
established by the Secretary are eligible to receive pay-
ments for shared savings under subsection (dX2).

“(b) ELIGIBLE ACOs.—

“(1) IN GENERAL.—Subject to the succeeding provisions of
this subsection, as determined appropriate by the Secretary,
the following groups of providers of services and suppliers which
have established a mechanism for shared governance are
eligible to participate as ACOs under the program under this
section:

“(Ay ACO professionals in group practice arrangements.

“(B) Networks of individual practices of ACO profes-
sionals.

“(C) Partnerships or joint venture arrangements
between hospitals and ACO professionals.

“(D) Hospitals employing ACO professionals.

“(E) Such other groups of providers of services and
suppliers as the Secretary determines appropriate.

“(2) REQUIREMENTS.—An ACO shall meet the following
requirements:

“(A) The ACO shall be willing to become accountable
for the quality, cost, and overall care of the Medicare
fee-for-service beneficiaries assigned to it.
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“(B) The ACO shall enter into an agreement with the
Secretary to participate in the program for not less than
a 3-year period (referred to in this section as the ‘agreement
period’).

“(C) The ACO shall have a formal legal structure that
would allow the organization to receive and distribute pay-
ments for shared savings under subsection (d}2) to partici-
pating providers of services and suppliers.

“(D) The ACO shall include primary care ACO profes-
sionals that are sufficient for the number of Medicare fee-
for-service beneficiaries assigned to the ACO under sub-
section (¢). At a minimum, the ACO shall have at least
5,000 such beneficiaries assigned to it under subsection
(c) in order to be eligible to participate in the ACO program.

“(B) The ACO shall provide the Secretary with such
information regarding ACO professionals participating in
the ACO as the Secretary determines necessary to support
the assignment of Medicare fee-for-service beneficiaries to
an ACO, the implementation of quality and other reporting
requirements under paragraph (3), and the determination
of payments for shared savings under subsection (d)(2).

“(F) The ACO shall have in place a leadership and
management structure that includes clinical and adminis-
trative systems.

“(G) The ACO shall define processes to promote evi-
dence-based medicine and patient engagement, report on
quality and cost measures, and coordinate care, such as
through the use of telehealth, remote patient monitoring,
and other such enabling technologies.

“(H) The ACO shall demonstrate to the Secretary that
it meets patient-centeredness criteria specified by the Sec-
retary, such as the use of patient and caregiver assessments
or the use of individualized care plans.

“(3) QUALITY AND OTHER REPORTING REQUIREMENTS.—

“(A) IN GENERAL.—The Secretary shall determine
appropriate measures to assess the quality of care fur-
nished by the ACO, such as measures of—

“(i) clinical processes and outcomes;

“(ii) patient and, where practicable, caregiver
experience of care; and

“(iii) utilization (such as rates of hospital admis-
sions for ambulatory care sensitive conditions).

“(B) REPORTING REQUIREMENTS.—An ACO shall submit
data in a form and manner specified by the Secretary
on measures the Secretary determines necessary for the
ACO to report in order to evaluate the quality of care
furnished by the ACO. Such data may include care transi-
tions across health care settings, including hospital dis-
charge planning and post-hospital discharge follow-up by
ACO professionals, as the Secretary determines appro-
priate.

“(C) QUALITY PERFORMANCE STANDARDS.—The Sec-
retary shall establish quality performance standards to
assess the quality of care furnished by ACOs. The Secretary
shall seek to improve the quality of care furnished by
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ACOs over time by specifying higher standards, new meas-
ures, or both for purposes of assessing such quality of

e.

“D) OTHER REPORTING REQUIREMENTS.—The Secretary
may, as the Secretary determines appropriate, incorporate
reporting requirements and incentive payments related to
the physician quality reporting initiative (PQRI) under sec-
tion 1848, including such requirements and such payments
related to electronic prescribing, electronic health records,
and other similar initiatives under section 1848, and may
use alternative criteria than would otherwise apply under
such section for determining whether to make such pay-
ments. The incentive payments described in the preceding
sentence shall not be taken into consideration when calcu-
lating any payments otherwise made under subsection (d).
“(4) NO DUPLICATION IN PARTICIPATION IN SHARED SAVINGS

PROGRAMS.—A provider of services or supplier that participates
in any of the following shall not be eligible to participate
in an ACO under this section:

“(A) A model tested or expanded under section 1115A
that involves shared savings under this title, or any other
program or demonstration project that involves such shared
savings.

“(B) The independence at home medical practice pilot

program under section 1866E.

“(c) ASSIGNMENT OF MEDICARE FEE-FOR-SERVICE BENEFICIARIES
TO ACOSs.—The Secretary shall determine an appropriate method
to assign Medicare fee-for-service beneficiaries to an ACO based
on their utilization of primary care services provided under this
title by an ACO professional deseribed in subsection (h)(1)(A).

“(d) PAYMENTS AND TREATMENT OF SAVINGS.—

“(1) PAYMENTS,—

“(A) IN GENERAL.—Under the program, subject to para-
graph (3), payments shall continue to be made to providers
of services and suppliers participating in an ACO under
the original Medicare fee-for-service program under parts
A and B in the same manner as they would otherwise
be made except that a participating ACO is eligible to
receive payment for shared savings under paragraph (2)
ifem

“(i) the ACO meets quality performance standards

established by the Secretary under subsection (b)3);

“(ii) the ACO meets the requirement under
subparagraph (B)(i).

“(B) SAVINGS REQUIREMENT AND BENCHMARK,—

“(i) DETERMINING SAVINGS.—In each year of the
agreement period, an ACO shall be eligible to receive
payment for shared savings under paragraph (2) only
if the estimated average per capita Medicare expendi-
tures under the ACO for Medicare fee-for-service bene-
ficiaries for parts A and B services, adjusted for bene-
ficiary characteristics, is at least the percent specified
by the Secretary below the applicable benchmark under
clause (ii). The Secretary shall determine the appro-
priate percent described in the preceding sentence to
account for normal variation in expenditures under
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this title, based upon the number of Medicare fee-
for-service beneficiaries assigned to an ACO.

“(ii) ESTABLISH AND UPDATE BENCHMARK.—The
Secretary shall estimate a benchmark for each agree-
ment period for each ACO using the most recent avail-
able 3 years of per-beneficiary expenditures for parts
A and B services for Medicare fee-for-service bene-
ficiaries assigned to the ACO. Such benchmark shall
be adjusted for beneficiary characteristics and such
other factors as the Secretary determines appropriate

and updated by the projected absolute amount of

growth in national per capita expenditures for parts
A and B services under the original Medicare fee-
for-service program, as estimated by the Secretary.
Such benchmark shall be reset at the start of each
agreement period.

“(2) PAYMENTS FOR SHARED SAVINGS.—Subject to perform-
ance with respect to the quality performance standards estab-
lished by the Secretary under subsection (b)3), if an ACO
meets the requirements under paragraph (1), a percent (as
determined appropriate by the Secretary) of the difference
between such estimated average per capita Medicare expendi-
tures in a year, adjusted for beneficiary characteristics, under
the ACO and such benchmark for the ACO may be paid to
the ACO as shared savings and the remainder of such difference
shall be retained by the program under this title. The Secretary
shall establish limits on the total amount of shared savings
that may be paid to an ACO under this paragraph.

“(3) MONITORING AVOIDANCE OF AT-RISK PATIENTS.—If the
Secretary determines that an ACO has taken steps to avoid
patients at risk in order to reduce the likelihood of increasing
costs to the ACO the Secretary may impose an appropriate
sanction on the ACO, including termination from the program.

“(4) TERMINATION.—The Secretary may terminate an agree-
ment with an ACO if it does not meet the quality performance
standards established by the Secretary under subsection (b)(3).
“(e) ADMINISTRATION.—Chapter 35 of title 44, United States

Code, shall not apply to the program.

“fy WAIVER AUTHORITY.—The Secretary may waive such
requirements of sections 1128A and 1128B and title XVIII of this
Act as may be necessary to carry out the provisions of this section.

“(g) LIMITATIONS ON REVIEW.——There shall be no administrative
o; judicial review under section 1869, section 1878, or otherwise
of—

“(1) the specification of criteria under subsection (a)(1)(B);

“(2) the assessment of the quality of care furnished by
an ACO and the establishment of performance standards under
subsection (b)(3);

“(3) the assignment of Medicare fee-for-service beneficiaries
to an ACO under subsection (¢);

“(4) the determination of whether an ACO is eligible for
shared savings under subsection (d)X2) and the amount of such
shared savings, including the determination of the estimated
average per capita Medicare expenditures under the ACO for
Medicare fee-for-service beneficiaries assigned to the ACO and
the average benchmark for the ACO under subsection (A)(1)(B);
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“(5) the percent of shared savings specified by the Secretary
under subsection (dX2) and any limit on the total amount
of shared savings established by the Secretary under such
subsection; and

“(6) the termination of an ACO under subsection (d)4).
“(h) DEFINITIONS.—In this section:

(1) ACO PROFESSIONAL.—The term ‘ACO professional’
means—

“(A) a physician (as defined in section 1861(r)(1)); and
“(B) a  practitioner  described in section
1842(b)(18XC)().

“(2) HospitaL.—The term ‘hospital’ means a subsection
(d) hospital (as defined in section 1886(d)(1)(B)).

“(3) MEDICARE FEE-FOR-SERVICE BENEFICIARY.—The term
‘Medicare fee-for-service beneficiary’ means an individual who
is enrolled in the original Medicare fee-for-service program
under parts A and B and is not enrolled in an MA plan
under part C, an eligible organization under section 1876, or
a PACE program under section 1894.”.

SEC. 3023. NATIONAL PILOT PROGRAM ON PAYMENT BUNDLING.

Title XVIII of the Social Security Act, as amended by section
3021, is amended by inserting after section 1886C the following
new section:

“NATIONAL PILOT PROGRAM ON PAYMENT BUNDLING

“SEC. 1866D. (a) IMPLEMENTATION.—

“(1) IN GENERAL—The Secretary shall establish a pilot
program for integrated care during an episode of care provided
to an applicable beneficiary around a hospitalization in order
to improve the coordination, quality, and efficiency of health
care services under this title.

“(2) DEFINITIONS.—In this section:

“(A) APPLICABLE BENEFICIARY.—The term ‘applicable
beneficiary’ means an individual who—

“(i) is entitled to, or enrolled for, benefits under
part A and enrolled for benefits under part B of such
title, but not enrolled under part C or a PACE program
under section 1894; and

“(ii) is admitted to a hospital for an applicable
condition.

“(B) APPLICABLE CONDITION.—The term ‘applicable
condition’ means 1 or more of 8 conditions selected by
the Secretary. In selecting conditions under the preceding
sentence, the Secretary shall take into consideration the
following factors:

“(i) Whether the conditions selected include a mix
of chronic and acute conditions.

“(i1) Whether the conditions selected include a mix
of surgical and medical conditions.

“(iii) Whether a condition is one for which there
is evidence of an opportunity for providers of services
and suppliers to improve the quality of care furnished
while reducing total expenditures under this title.

“(iv) Whether a condition has significant variation
in—

“(I) the number of readmissions; and
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“(II) the amount of expenditures for post-acute
care spending under this title.

“(v) Whether a condition is high-volume and has
high post-acute care expenditures under this title.

“(vi) Which conditions the Secretary determines
are most amenable to bundling across the spectrum
of care given practice patterns under this title.

“(C) APPLICABLE SERVICES.—The term ‘applicable serv-
ices’ means the following:

“(i) Acute care inpatient services.

“(i1) Physicians’ services delivered in and outside
of an acute care hospital setting.

“(iii) Outpatient hospital services, including emer-
gency department services.

“(iv) Post-acute care services, including home
health services, skilled nursing services, inpatient
rehabilitation services, and inpatient hospital services
furnished by a long-term care hospital.

“(v) Other services the Secretary determines appro-
priate.

(D) EPISODE OF CARE.—

“1) IN GENERAL.~——Subject to clause (ii), the term
‘episode of care’ means, with respect to an applicable
condition and an applicable beneficiary, the period that
includes—

“(I) the 3 days prior to the admission of the
applicable beneficiary to a hospital for the
applicable condition;

“(1I) the length of stay of the applicable bene-
ficiary in such hospital; and

“(III) the 30 days following the discharge of
the applicable beneficiary from such hospital.

“(ii) KSTABLISHMENT OF PERIOD BY THE SEC-
RETARY.—The Secretary, as appropriate, may establish
a period (other than the period described in clause
(1)) for an episode of care under the pilot program.
“(E) PHYSICIANS' SERVICES.—The term ‘physicians’

services’ has the meaning given such term in section

1861(q).

“(F) PILOT PROGRAM.—The term ‘pilot program’ means
the pilot program under this section.

“(G) PROVIDER OF SERVICES.—The term ‘provider of
services’ has the meaning given such term in section
1861(u).

“(H) READMISSION.—The term ‘readmission’ has the
meaning given such term in section 1886(q)(5XE).

“I) SuprpLIER.—The term ‘supplier’ has the meaning
given such term in section 1861(d).

“(3) DEADLINE FOR IMPLEMENTATION.—The Secretary shall
establish the pilot program not later than January 1, 2013.
“(b) DEVELOPMENTAL PHASE.—~

“1) DETERMINATION OF PATIENT ASSESSMENT
INSTRUMENT.—The Secretary shall determine which patient
assessment instrument (such as the Continuity Assessment
Record and Evaluation (CARE) tool) shall be used under the
pilot program to evaluate the applicable condition of an
applicable beneficiary for purposes of determining the most
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clinically appropriate site for the provision of post-acute care
to the applicable beneficiary.

“(2) DEVELOPMENT OF QUALITY MEASURES FOR AN EPISODE
OF CARE AND FOR POST-ACUTE CARE.—

“(A) IN GENERAL.—The Secretary, in consultation with
the Agency for Healthcare Research and Quality and the
entity with a contract under section 1890(a) of the Social
Security Act, shall develop quality measures for use in
the pilot program-——

“i) for episodes of care; and

“(ii) for post-acute care.

“(B) SITE-NEUTRAL POST-ACUTE CARE QUALITY MEAS-
URES.—Any quality measures developed under subpara-
graph (A)(i1) shall be site-neutral.

“(C) COORDINATION WITH QUALITY MEASURE DEVELOP-
MENT AND ENDORSEMENT PROCEDURES.—The Secretary
shall ensure that the development of quality measures
under subparagraph (A) is done in a manner that is con-
sistent with the measures developed and endorsed under
section 1890 and 1890A that are applicable to all post-
acute care settings.

“(c) DETAILS.—
“(1) DURATION.—

“(A) IN GENERAL.—Subject to subparagraph (B), the
pilot program shall be conducted for a period of 5 years.

“(B) EXTENSION.—The Secretary may extend the dura-
tion of the pilot program for providers of services and
suppliers participating in the pilot program as of the day
before the end of the 5-year period described in subpara-
graph (A), for a peried determined appropriate by the Sec-
retary, if the Secretary determines that such extension
will result in improving or not reducing the quality of
patient care and reducing spending under this title.

“(2) PARTICIPATING PROVIDERS OF SERVICES AND SUP-
PLIERS.——

“(A) IN GENERAL.—AnN entity comprised of providers
of services and suppliers, including a hospital, a physician
group, a skilled nursing facility, and a home health agency,
who are otherwise participating under this title, may
submit an application to the Secretary to provide applicable
services to applicable individuals under this section.

“(B) ReQUIREMENTS.—The Secretary shall develop
requirements for entities to participate in the pilot program
under this section. Such requirements shall ensure that
applicable beneficiaries have an adequate choice of pro-
viders of services and suppliers under the pilot program.
“(3) PAYMENT METHODOLOGY .~

“(A) IN GENERAL.—

“(i) ESTABLISHMENT OF PAYMENT METHODS.—The
Secretary shall develop payment methods for the pilot
program for entities participating in the pilot program.
Such payment methods may include bundled payments
and bids from entities for episodes of care. The Sec-
retary shall make payments to the entity for services
covered under this section.

“(ii) NO ADDITIONAL PROGRAM EXPENDITURES. -
Payments under this section for applicable items and
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services under this title (including payment for services
described in subparagraph (B)) for applicable bene-
ficiaries for a year shall be established in a manner
that does not result in spending more for such entity
for such beneficiaries than would otherwise be
expended for such entity for such beneficiaries for such
year if the pilot program were not implemented, as
estimated by the Secretary.

“(B) INCLUSION OF CERTAIN SERVICES.—A payment
methodology tested under the pilot program shall include
payment for the furnishing of applicable services and other
appropriate services, such as care coordination, medication
reconciliation, discharge planning, transitional care serv-
ices, and other patient-centered activities as determined
appropriate by the Secretary.

“(C) BUNDLED PAYMENTS.—

“(i) IN GENERAL.—A bundled payment under the
pilot program shall—

“(I) be comprehensive, covering the costs of
applicable services and other appropriate services
furnished to an individual during an episode of
care (as determined by the Secretary); and

“(II) be made to the entity which is partici-
pating in the pilot program.

“(il) REQUIREMENT FOR PROVISION OF APPLICABLE
SERVICES AND OTHER APPROPRIATE SERVICES.—
Applicable services and other appropriate services for
which payment is made under this subparagraph shall
be furnished or directed by the entity which is partici-
pating in the pilot program.

“(D) PAYMENT FOR POST-ACUTE CARE SERVICES AFTER
THE EPISODE OF CARE.—The Secretary shall establish proce-
dures, in the case where an applicable beneficiary requires
continued post-acute care services after the last day of
the episode of care, under which payment for such services
shall be made.

“(4) QUALITY MEASURES.—

“(A) IN GENERAL~—The Secretary shall establish
quality measures (including quality measures of process,
outcome, and structure) related to care provided by entities
participating in the pilot program. Quality measures estab-
lished under the preceding sentence shall include measures
of the following:

“(i) Functional status improvement.

“(ii) Reducing rates of avoidable hospital readmis-
sions.

“(iii) Rates of discharge to the community.

“(iv) Rates of admission to an emergency room
after a hospitalization.

“(v) Incidence of health care acquired infections.

“(vi) Efficiency measures.

“(vil) Measures of patient-centeredness of care.

“(viii) Measures of patient perception of care.

“(ix) Other measures, including measures of
patient outcomes, determined appropriate by the Sec-
retary.

“(B) REPORTING ON QUALITY MEASURES,—
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“(i) IN GENERAL.—A entity shall submit data to
the Secretary on quality measures established under
subparagraph (A) during each year of the pilot program
(in a form and manner, subject to clause (iii), specified
by the Secretary).

“(ii) SUBMISSION OF DATA THROUGH ELECTRONIC
HEALTH RECORD.—To the extent practicable, the Sec-
retary shall specify that data on measures be submitted
under clause (i) through the use of an qualified elec-
tronic health record (as defined in section 3000(13)
of the Public Health Service Act (42 U.S.C. 300jj—
11(13)) in a manner specified by the Secretary.

“(d) WAIVER.—The Secretary may waive such provisions of this
title and title XI as may be necessary to carry out the pilot program.

“(e) INDEPENDENT EVALUATION AND REPORTS ON PILoT Pro-
GRAM.—

“(1) INDEPENDENT EVALUATION.—The Secretary shall con-
duct an independent evaluation of the pilot program, including
the extent to which the pilot program has—

“(A) improved quality measures established under sub-
section (c)(4)(A);

“(B) improved health outcomes;

“C) improved applicable beneficiary access to care;
and

“(D) reduced spending under this title.

“(2) REPORTS.—

“(A) INTERIM REPORT.—Not later than 2 years after
the implementation of the pilot program, the Secretary
shall submit to Congress a report on the initial results
of the independent evaluation conducted under paragraph

).

“(B) FINAL REPORT.—Not later than 3 years after the
implementation of the pilot program, the Secretary shall
submit to Congress a report on the final results of the
independent evaluation conducted under paragraph (1).

“(f) CONSULTATION.—The Secretary shall consult with rep-
resentatives of small rural hospitals, including critical access hos-
pitals (as defined in section 1861(mm)1)), regarding their participa-
tion in the pilot program. Such consultation shall include consider-
ation of innovative methods of implementing bundled payments
in hospitals described in the preceding sentence, taking into consid-
eration any difficulties in doing so as a result of the low volume
of services provided by such hospitals.

“(g) IMPLEMENTATION PLAN,—

“1) INn GENERAL—Not later than January 1, 2016, the
Secretary shall submit a plan for the implementation of an
expansion of the pilot program if the Secretary determines
that such expansion will result in improving or not reducing
the quality of patient care and reducing spending under this
title.

“(h) ADMINISTRATION.—Chapter 35 of title 44, United States
Code, shall not apply to the selection, testing, and evaluation of
models or the expansion of such models under this section.”.
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q (1) in subsection (d)(4)B)(1)3), by striking subclause (III);
an
(2) in subsection (§)--
(A) in paragraph (8), by striking subparagraph (B)
and i Inser ting the following:
“(B) Physicians’ services (as defined in sectlon 1861(q)
of the Social Security Act (42 U.S.C. 1395x(q).”;
(B) by striking paragraph (9); and
(C) by redesignating paragraph (10) as paragraph (9).
SEC. 3127. MEDPAC STUDY ON ADEQUACY OF MEDICARE PAYMENTS
FOR HEALTH CARE PROVIDERS SERVING IN RURAL
AREAS.

(a) STUDY.—The Medicare Payment Advisory Commission shall
conduct a study on the adequacy of payments for items and services
furnished by providers of services and suppliers in rural areas
under the Medicare program under title XVIII of the Social Security
Afct: (42 U.S.C. 1395 et seq.). Such study shall include an analysis
of—

(1) any adjustments in payments to providers of services
and suppliers that furnish items and services in rural areas;

(2) access by Medicare beneficiaries to items and services
in rural areas;

(3) the adequacy of payments to providers of services and
suppliers that furnish items and services in rural areas; and

(4) the quality of care furnished in rural areas.

(b) REPORT.~-Not later than January 1, 2011, the Medicare
Payment Advisory Commission shall submit to Congress a report
containing the results of the study conducted under subsection
(a). Such report shall include recommendations on appropriate modi-
fications to any adjustments in payments to providers of services
and suppliers that furnish items and services in rural areas,
together with recommendations for such legislation and administra-
tive action as the Medicare Payment Advisory Commission deter-
mines appropriate.

SEC. 3128. TECHNICAL CORRECTION RELATED TO CRITICAL ACCESS

HOSPITAL SERVICES.
(a) IN GENERAL. —-Subsectlons (g)(2)(A) and (1X8) of section 1834
of the Social Security Act (42 U.S 395m) are each amended

by inserting “101 percent of” before “the 1easonable costs”.

(b) EFFECTIVE DATE.—The amendments made by subsection
(a) shall take effect as if included in the enactment of section
405(a) of the Medicare Prescription Drug, Improvement, and Mod-
ernization Act of 2003 (Public Law 108-173; 117 Stat. 2266).

SEC. 3129, EXTENSION OF AND REVISIONS TO MEDICARE RURAL HOS-
PITAL FLEXIBILITY PROGRAM.

(a) AUTHORIZATION.—Section 1820() of the Social Security Act
(42 U.S.C. 1395i-4(j)) is amended-—
(1) by striking “2010, and for” and inserting “2010, for”;
and
(2) by inserting “and for making grants to all States under

subsection (g), such sums as may be necessary in each of

fiscal years 2011 and 2012, to remain available until expended”

before the period at the end.

(b) USE oF FUuNDs.—Section 1820(g)3) of the Social Security
Act (42 U.S.C. 1395i~4(g)(3)) is amended—
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(1) in subparagraph (A), by inserting “and to assist such
hospitals in participating in delivery system reforms under
the provisions of and amendments made by the Patient Protec-
tion and Affordable Care Act, such as value-based purchasing
programs, accountable care organizations under section 1899,
the National pilot program on payment bundling under section
1866D, and other delivery system reform programs determined
apgropriate by the Secretary” before the period at the end;
an

(2) in subparagraph (E)—

(A) by striking “, and to offset” and inserting “, to
offset”; and

(B) by inserting “and to participate in delivery system
reforms under the provisions of and amendments made
by the Patient Protection and Affordable Care Act, such
as value-based purchasing programs, accountable care
organizations under section 1899, the National pilot pro-
gram on payment bundling under section 1866D, and other
delivery system reform programs determined appropriate

by the Secretary” before the period at the end.
(¢) EFFECTIVE DATE.—The amendments made by this section

shall apply to grants made on or after January 1, 2010.

PART III-IMPROVING PAYMENT ACCURACY

SEC. 3131, PAYMENT ADJUSTMENTS FOR HOME HEALTH CARE.

(a) RERASING HOME HEALTH PROSPECTIVE PAYMENT AMOUNT.—
(1) IN GENERAL.—Section 1895(b)3)(A) of the Social Secu-
rity Act (42 U.S.C. 1395fff{b)(3)(A)) is amended—
(A) in clause (iXII), by striking “For periods” and
inserting “Subject to clause (iii), for periods”; and
(B) by adding at the end the following new clause:
“(iii) ADJUSTMENT FOR 2013 AND SUBSEQUENT
YEARS.—

“1) IN GENERAL.—Subject to subclause (II),
for 2013 and subsequent years, the amount (or
amounts) that would otherwise be applicable under
clause (1)(IID) shall be adjusted by a percentage
determined appropriate by the Secretary to reflect
such factors as changes in the number of visits
in an episode, the mix of services in an episode,
the level of intensity of services in an episode,
the average cost of providing care per episode,
and other factors that the Secretary considers to
be relevant. In conducting the analysis under the
preceding sentence, the Secretary may consider
differences between hospital-based and free-
standing agencies, between for-profit and nonprofit
agencies, and between the resource costs of urban
and rural agencies. Such adjustment shall be made
before the update under subparagraph (B) is
applied for the year.

“(I1) TRANSITION.—The Secretary shall provide
for a 4-year phase-in (in equal increments) of the
adjustment under subclause (I), with such adjust-
ment being fully implemented for 2016. During
each year of such phase-in, the amount of any
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