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National Rural ACO 
P.O. Box 1330 

Nevada City, CA 95959 
 

Office - 916.500.4777 
Fax - 916.914.2092 

www.NationalRuralACO.com 
 

 
 
Acting Administrator Andy Slavitt 
Department of Health and Human Services 
Centers for Medicare and Medicaid Services 
7500 Security Boulevard 
Baltimore, Maryland 21244-1840 
 
March 28, 2016 
 
Submitted electronically  
 
Dear Mr. Slavitt, 
 
On behalf of the National Rural ACO and our participating health care providers, we 
appreciate the opportunity to comment on the proposed rule addressing the Medicare 
Shared Savings program and Accountable Care Organizations (ACO) [reference 
number: CMS-1644-P].  
 
National Rural ACO (NRACO) and our participating health care providers are keenly 
interested in CMS’ revisions to ACO financial rebasing methodology and other proposed 
program changes. In 2015, NRACO organized more than 6,000 providers into 23 
Medicare Shared Savings Program (MSSP) ACOs, and obtained $46 million in ACO 
Investment Model (AIM) funding to support ACO operations and local care coordination 
programs. Our participants include 55 rural PPS hospitals, 92 Critical Access Hospitals, 
168 Rural Health Clinics, and 39 rural FQHCs serving more than 500,000 Medicare 
beneficiaries. Our model directly advances the U.S. Department of Health and Human 
Services pledge to tie 30 percent of traditional, fee-for-service Medicare payments to 
quality or value through alternative payment models by the end of 2016, and to increase 
that sum to 50 percent by the end of 2018.  
 
We thank CMS for continually refining the MSSP program since its establishment in 
2010, and we are generally supportive of what CMS has proposed, including 
replacement of the national trend factor with regional trend factors to set the ACO 
rebased historical benchmark. 
 
We caution CMS against pushing Track 1 ACOs— which make up more than 95 percent 
of the program—too rapidly into Track 2 or 3.  We appreciate that the new alternative for 
Track 1 ACOs does not preclude eligible ACOs from continuing participation in Track 1 
for a second 3-year agreement period. However, financially fragile rural providers could 
be put in operational jeopardy if they are underprepared to manage downside risk. We 
believe that CMS should create an elongated glide path for rural providers to accept 
downside risk. Our additional comments are included below. 
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Using Regional Data to Reset ACO Benchmarks Will Improve Accuracy 
 
Under current law, updates for an ACO’s second or subsequent agreement period are 
determined using national FFS spending and trends, and based on a risk-adjusted 
average of per-capita parts A and B expenditures for the original Medicare FFS 
beneficiaries who would have been assigned to the ACO in each of the three calendar 
years.   
 
CMS proposes to adjust the rebased historical benchmark to reflect a percentage of the 
difference between the regional Medicare FFS expenditures in the ACO’s regional 
service area and the ACO’s historical expenditures. It would also replace the national 
trend factor with regional trend factors and remove the adjustment to account for shared 
savings generated under the previous ACO agreement period. Rebased benchmarks 
would also be updated annually to account for changes in regional FFS spending.  
 
NRACO supports moving to the use of regional comparison data when resetting ACO 
benchmarks, as this model creates a more meaningful comparison group and better 
reflects the health care environment in which the ACO operates. Further, it could entice 
program renewal among ACOs that operate in areas with comparatively poor population 
health status compared to the national average. We support making this change 
applicable to both Track 1 and Track 2 ACO participants in year one of program renewal. 
 
We further support removing consideration of previous shared savings gains during the 
ACO renewal process. Finally, we seek clarity and guidance from CMS regarding how 
NRACO’s model of geographically-distant small and mid-sized providers participating in 
one ACO in order to aggregate 5,000 FFS Medicare lives would be evaluated under this 
model.   
 
Counties are the Logical Unit for Defining ACO’s Regional Service Area  
 
We support CMS’ proposal to determine an ACO’s regional service area by the county of 
residence of the ACO’s assigned beneficiary population. Although we believe that 
Hospital Referral Regions (HRR) may paint a more accurate picture of an ACO service 
area, an HRR may change over time with hospital affiliation arrangements. This, plus the 
fact that the HRR dataset is not maintained by the government are barriers to relying on 
the HRR dataset long term. We support using statewide values for the End Stage 
Regional Disease Population to avoid penalizing ACOs operating in counties with low 
populations. We also urge CMS to only count counties toward an ACO’s service area if 
they have 1 percent or greater of the ACO’s Medicare beneficiaries.  Finally, we seek 
additional clarity and guidance from CMS about how NRACO’s model of geographically-
distant providers participating in the same ACO in order to aggregate 5,000 FFS 
Medicare lives would be calculated under this model.   
 
ACOs Need the Continued Option to Choose Track 1  
 
CMS proposes a new option for Track 1 ACO participants, to apply to renew for a 
second agreement period under a two-sided model, that is, Track 2 or 3. Under this 
option, eligible ACOs would apply for and be approved to renew for a second agreement 
period under a two-sided model, including meeting requirements for establishing a 
repayment mechanism. The ACO would remain in the existing Track 1 agreement for an 
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additional year, and CMS would defer rebasing the ACO’s historical benchmark for 1 
year. 
 
We appreciate that the new alternative offered for track 1 ACOs does not replace the 
current option for eligible ACOs to continue participation in Track 1 for a second 3-year 
agreement period.  However, we believe CMS should go further and consider an 
elongated path for rural providers to remain in Track 1.   Pushing Track 1 ACOs— which 
make up more than 95 percent of the program—too rapidly into a Track 2 or 3 would be 
problematic for financially fragile rural providers, and could put their operations in 
jeopardy if they are underprepared to manage downside risk. Our rural providers are 
making significant progress in quality improvement in the ACO program, and would be 
open to meeting enhanced benchmarks in order to remain in Track 1 for a longer period 
of time, to better prepare for the assumption of downside risk. 
 
Impact to Rural ACOs Must be Weighed Under New Calculation Model  
 
CMS is proposing a program-wide change to use all assignable beneficiaries instead of 
just FFS beneficiaries as the basis for the program calculations. This approach makes 
sense because it may capture a larger sample size, thus improving modeling accuracy. 
(This is an especially important consideration for sparsely populated rural counties.)   
 
However, the new population segment that would be drawn into this calculation — 
Medicare beneficiaries with no health care utilization history — is likely to be 
overrepresented in rural and frontier counties due to patient barriers such as lack of 
health insurance coverage, long travel distances to receive care, and primary care 
access shortages. We urge CMS to study whether this change could disadvantage rural 
ACOs by capturing regional benchmarks that show artificially low utilization rates in rural 
communities due to underutilization of care (including preventive care) by rural Medicare 
beneficiaries. 
 
CMS Must Explore Solution to Understating CAH Benchmark 
 	  
CAHs are reimbursed by Medicare on an interim basis for inpatient services based on a 
daily per-diem rate for acute care and for Medicare-covered swing bed services.  On 
outpatient services CAHs are reimbursed on an interim basis, on a percentage of 
charges for the majority of services. At year end, CAHs are required to file a Medicare 
Cost Report to report their actual costs and revenues for the fiscal year. The cost report 
determines what the actual costs were that are allowed by Medicare; the difference 
between the interim payments and the cost reports are settled first through a tentative 
settlement, then through a final settlement reached after an audit by Medicare	  
 	  
Our analysis shows that interim reimbursement by Medicare for our CAH ACO members 
is less than the final reimbursement sums determined after Medicare cost reports are 
filed, with the biggest drivers being inpatient care and swing bed days. This same interim 
claims data is the source for CMS’ financial benchmarking calculations when the CAH 
participates in an ACO.  We are concerned that the use of this interim data means that 
CMS’ calculations artificially understate costs for CAHs, resulting in a lower financial 
benchmark for their ACO. As you know, a low ACO financial benchmark makes it more 
difficult for the ACO to achieve Medicare shared savings. 
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We urge CMS to give this issue focused attention and to explore solutions to the 
challenge of inaccurately understating CAH financial benchmarks through this use of 
interim data, as this practice creates a disadvantage for hospitals already facing many 
handicaps to achieving success under health reform.   
  
 
Payment Model Should be Standardized Within Alternative Payment Models 
 
We ask that CMS treat CAH payments in the MSSP the same way that it treats 
payments for all other value-based payments – that is, standardized to the PPS rate for 
the DRG and adjusted for the wage index. 
 
 
Technical Fix to the ACO Program is Needed 
 
We respectfully ask CMS to address a glitch that we have experienced regarding the 
registration of ACO Participants during the application period. If a Participant (TIN) 
includes a clinic that was formerly a certified Rural Health Clinic (RHC), that has been 
recently decertified, we are unable to include the clinic’s former CMS Certification 
Number (CCN) on the ACO Participant List. This is because the decertified CCN does 
not meet the definition of an ACO Participant (since it is no longer actively billing 
Medicare), nor does it meet the definition of a Merged/Acquired TIN. This has resulted in 
the loss of many attributed lives that should have been attributed to ACO Participants, 
and we ask that CMS work to fix the problem. We suggest that all CCNs that billed 
Medicare during the benchmark period be allowed on the ACO Participant List, even if 
the CCN is no longer in use.  
 
 
Shared Savings Rates Should Account for Low ACO Benchmarks 
 
Although the issue of ACO shared savings is not directly addressed by this rule, we 
suggest one further change to support broad participation and remedy an inequity built 
into the program. The current shared savings split for Track One is a 50-50 split between 
the ACO and Medicare as long as the minimum savings rate is met.  However, efficient 
ACOs start the program with a low benchmark, which is a significant disadvantage to 
achieving savings above the minimum threshold. We suggest looking at ACO 
benchmarks by region and offering ACOs with low starting benchmarks the opportunity 
to capture greater shared savings. For example, the program could be altered so that 
ACOs in the bottom 30 percent for financial benchmarks would share savings of 75 
percent. Those starting with higher benchmarks would continue to earn a 50 percent 
shared saving split.  
 
 
Thank you again for the opportunity to comment on this important proposed rule.  
 
Sincerely, 
 
Lynn Barr 
Chief Transformation Officer, National Rural ACO 


