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New CMS rule proposes overhaul 
to ACO financial benchmarks
The federal government has rolled out an important proposal to revamp how 
Accountable Care Organization (ACO) financial targets are set upon program 
renewal. The change influences whether an ACO, a health care entity com-
posed of health care providers and hospitals coming together to coordinate 
care care for fee-for-service Medicare beneficiaries, may earn shared savings 
under program guidelines.

The rule, proposed by The Centers for Medicare and Medicaid Services (CMS), 
would shift from a national to a regional comparison model, readjusting the 
ACO’s benchmark from the prior performance period to reflect trends in 
fee-for-service costs for the ACO region. This is a departure from the current 
practice of updates based on national Medicare FFS spending for parts A and 
B Medicare.  

National Rural ACO (NRACO) heard from its ACO participants that they are 
supportive of moving to the regional comparison model, arguing it will better 
reflect the health care environment in which the ACO operates.  NRACO is 
seeking clarity from CMS regarding how its model of geographically-dispersed 
ACO participation would be evaluated under this model.  See NRACO’s com-
ment letter here.

What’s a benchmark? 

The benchmark is a reference point an 
ACO is measured against to determine 
whether Medicare fee-for-service 
costs were higher or lower than previ-
ous spending levels.  It is a critical 
factor for calculating whether the ACO 
qualifies for shared savings.

The proposed rule also addresses 
several other aspects of the pro-
gram, including new perimeters for 
payment redeterminations and 
changes intended to lure providers 
to accept financial risk earlier in the 
program. Today, more than 95 
percent of Medicare Shared Savings 
Program participants only are 
(continued on page 2)

- New CMS Rule Proposal

- Myth of Lost Revenue

-Stories from the Field

-Drug Pricing Change

Inside this issue:

Page 1

Save the Date:
ACO Events: 

Patient Satisfaction Survey 
Webinar - April 26

ACO Compliance Obligations 
Overview Webinar - May 11

PTN Events:

Patient Satisfaction Survey 
Webinar - May 24

Advanced Payment Models 
Webinar - June 7 

http://www.nationalruralaco.com/blog/wp-content/uploads/2016/04/CMS_ACO_ProposedRule_NRACO_Commentletter_FINAL_160328.pdf
https://www.gpo.gov/fdsys/pkg/FR-2016-02-03/pdf/2016-01748.pdf


enrolled in the part of the 
program (Track 1) that o�ers 
shared savings but does not 
require the ACO to take down-
side financial risk for losses, 
according to CMS. 

NRACO collaborated with the 
National Rural Health Associa-
tion (NRHA), to analyze the 
rule and generate comments. 
One area of mutual concern for 
the organizations was CMS’ 
proposed program-wide 
change to use all “assignable” 
Medicare beneficiaries instead 
of just fee-for-service benefi-
ciaries as the basis for the 
program calculations. This 
approach may capture a larger 
sample size, thus improving 
modeling accuracy. But the 
new population segment 
drawn into the calculation via 
this change — Medicare bene-
ficiaries with no health care 
utilization history — is likely to 
be overrepresented in rural and 

frontier counties due to 
common barriers to access 
care.

Both NRHA and NRACO asked 
CMS to study whether this 
change could disadvantage 
rural ACOs by generating 
regional benchmarks that show 
artificially low utilization rates 
by rural Medicare beneficiaries. 

“While overall the proposed rule 
on financial benchmarking was 
good, there were areas of 
concern … around ensuring 
financially vulnerable providers 
may meaningfully participate in 

the Medicare Shared Savings  
Program (MSSP) going 
forward,“ said Brock Slabach, 
Senior Vice President for 
Member Services at the 
National Rural Health Associa-
tion. 

This proposed rule is the latest 
of several revisions since the 
program was enabled under 
the A�ordable Care Act in 2010.   
As of Jan. 1, 2016, there were 
are more than 400 ACOs 
participating in the Medicare 
Shared Savings Program, 
according to CMS, including 
the 23 that joined the program 
in 2015 through NRACO’s 
participant network.  The final 
rule is expected to be pub-
lished this summer.

Link to a Power Point summary of 
the proposed rule here.
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A 91-year-old female patient 
living in an assisted living 
facility was identified for Care 
Coordination due to her high 
ER utilization. The chief com-
plaint was usually “I don't feel 
good today.” The primary care 
provider also began to identify 
concerns with memory and 
medication adherence chal-
lenges due to this change in 
cognition. 

The Care Coordinator (CC) was 
able to reach out to a nephew 
who is her Power of Attorney 
for health care. He was not 

aware of how frequently his 
aunt was visiting the ER or that 
she might not be taking her 
medication as prescribed. The 
CC scheduled a meeting with 
the nephew in the aunt's apart-
ment so they could discuss 
how best to assist the patient 
with her medication manage-
ment. The conclusion to this 
discussion is that the nephew 
is now setting up the patient’s 
medications in weekly medica-
tion boxes and the sta� of the 
assisted living now go to her 
apartment three times daily to 
remind her to take her 

medications. The CC educated 
the nephew about all of the 
medications, and assisted him 
with initial set-up. Now, he is 
doing this independently. The 
nephew is much more engaged 
into his aunt's care and is 
recognizing her memory 
decline. He is now making 
plans for the next level of care 
she may require. The inappro-
priate ER utilization has 
decreased, the CC feels this is 
due to the assisted living sta� 
coming to her apartment 
routinely and the nephew 
visiting the patient on a regular 
basis.
(More Stories from the Field on 
page 4)

Brock Slabach, Senior VP for 
Member Services for National 
Rural Health Association

Stories from 
the field. 

https://www.cms.gov/Outreach-and-Education/Outreach/NPC/Downloads/2016-03-03-Benchmark-Rebasing-Presentation.pdf


For health care leaders, a 
common hesitation to joining 
an Accountable Care Organiza-
tion (ACO) is that lost revenue 
will result from their e�orts to 
reduce health care costs. 

When ACOs began launching 
in 2011 after their creation 
under the A�ordable Care Act, 
headlines like “Medicare ACOs: 
Competitive Opportunity or 
Revenue Risk” abounded in 
health care publications, 
underscoring that most poten-
tial ACO savings were expect-
ed to stem from reductions in 
hospital revenue. 

Similar reports have persisted, 
as have health care executives’ 
fears of lower earnings under 
the ACO model.

ACOs are groups of medical 
providers and hospitals that 
come together voluntarily to 
o�er coordinated care to 
fee-for-service Medicare bene-
ficiaries. 

“Loss of revenue was an early 
concern of ours,” said Tim 
Putnam President of Margaret 
Mary Health in Batesville, IN, 
which has participated in an 
ACO for two years.  “Simple 
math seems to dictate that if  

you make your community 
healthy you reduce the need 
for the majority of treatment 
services we o�er. We were a 
little concerned that if we were 
successful, we would signifi-
cantly reduce the need for our 
core business.”

National Rural ACO program 
participants have demonstrat-
ed that revenue loss is not an 
inevitable fact. For example, 
Putnam points out that average 
revenue for the two years after 
his health system joined an 
ACO was 8 percent higher than 
for the two years prior to it 
joining an ACO.

While it’s true that hospitaliza-
tions for primary care sensitive 
conditions like congestive 
heart failure may decline with 
successful care management 
and discharge planning, other 
opportunities to pick up reve-
nue for preventive services and 
Medicare Annual wellness 
visits may help o�set those 

losses.   

McKenzie Health in Sandusky, 
MI, has participated in the 
Greater Michigan Rural ACO 
for two years. Chief Executive 
Steve Barnett said the program 
has “resulted in a proactive 
approach to care that we had 
not previously engaged in.”  
He added, “Identifying mem-
bers of the community who are 
spending most of the health 
care dollars, through ACO 
access to claims data, and 
beginning to work with them 
has resulted in additional care 
being delivered locally.”

Revenue dipped 2.4 percent for 
McKenzie Health in the first 
year of ACO participation, then 
rose 7.8 percent in the second 
year in the program as the 
organization began to benefit 
from system changes made in 
the first year. 

“We did not plan for improve-
ment in revenue and volume 
but that has been the 
outcome,” Barnett said.

Financial risks to health 
systems for inaction have 
increased with the Department 
(continued on page 5)

ACOs Challenge Lost
Revenue Assumption
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Tim Putnam, President of 
Margaret Mary Health



A 70-year-old gentleman was 
referred to care coordination 
because there was concern 
about him having poor hygiene 
and no longer being able to care 
for himself without some added 
supports. The patient has diabe-
tes, hypertension, CHF and 
chronic skin ulcerations.  He was 
being seen weekly by a local 
nurse practitioner but was not 
responding well to outpatient 
therapies.

During the Care Coordinator’s 
initial assessment with the 
patient he confirmed that his 
current housing situation was 
not suitable for his walker. He 
stated that he lived in a very old 
trailer with narrow hallways and 
was unable to get down the hall 
with his walker.  It was also 
discovered that his laundry 
facilities were not in the trailer 
but o� in another building at the 
trailer park he lived in.  

The patient needed help in and 
out of his vehicle when he came 
to the clinic for his appoint-
ments.  Otherwise, the patient is 
alert and oriented, adherent with 
medications, follow up appoint-
ments, and his plan of care. The 
clinic sta� reported to the Care 
Coordinator (CC) that the patient 
is often wearing the same 
clothes when he comes for his 
appointments.  The patient 
confirmed that doing laundry 
was too di�icult of a task for him.     

The CC wanted to start by help-
ing him find suitable living 
arrangements that were handi-
cap accessible.  She contacted 
their local Housing Development 
Corporation - senior outreach to 
get some help with activities of 

 

daily living and housekeeping/chores 
so that he could have a more stable 
and clean environment in which to 
improve his skin infections.  During 
the week that the CC was assisting 
the patient with completion of hous-
ing applications, the patient was 
admitted as an inpatient to treat his 
complications from his skin infec-
tions. 

During this hospital admission, the 
CC confirmed suspicions that this 
patient was actually homeless, living 
in his truck for the past 12-18 months. 

The patient admitted that he did not 
want to ask anyone for help nor did 
he want to pay what was needed for 
monthly rent and expenses.  The CC 
disclosed to the patient that due to 
the weather and below freezing 
temperatures, she had to let some-
one know this information prior to his 
discharge from the hospital.  Then, 
with the patient’s permission, she 
contacted the social worker who 
attempted to be helpful but in the 
end reported that the patient was 
going to be discharged the next day 
despite the below freezing tempera-
tures. The CC then advocated for the 
patient to be admitted to the swing 
bed unit for physical therapy since he 
had some  

Stories from the Field 
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obvious physical limitations and 
could use the strengthening. The 
social worker did place a call 
and the patient was admitted to 
the swing bed unit the next day. 
He stayed for one more week of 
IV antibiotics and physical 
therapy. This period of time did 
get the patient past the cold 
spell but due to such limited 
housing in this rural area, the 
patient is still living in his truck.  

Fortunately, the CC and the care 
team now know what limitations 
the patient is dealing with and 
can address them accordingly in 
his plan of care until he gets 
more secure housing. Both the 
CC and the patient continue to 
work on this homeless issue and 
will hopefully have housing for 
him soon.  In the meantime, his 
skin condition is improving as 
the patient travels to a wound 
care center 50 miles away for 
continued care and monitoring. 
So far, the patient is agreeable 
to this plan and is adhering to 
his prescribed regimen.  



....(continued from page 3)

of Health and Human Services’ 
bold pledge to migrate 50 
percent of fee-for-service 
Medicare payments to alterna-
tive payment models like ACOs 
by the end of 2018. At the same 
time, ACO o erings have 
evolved to give providers more 
time and experience in the 
program prior to taking on 
downside financial risk—reduc-
ing the financial exposure from 
change.

Participation in the National 
Rural ACO “represented an 
opportunity to experience the 
learning required to provide 
coordinated care, in an environ-
ment where the risks were 
relatively minimized and the 
support was robust,” said Brian 
D. Burnside, chief executive of
Connally Memorial Medical
Center in Floresville, Texas.  “I
have described our entrance to
the ACO project as having our
training wheels on.” He added
that the hospital’s ACO partici-
pation has not resulted in
significantly decreased revenue.

Beyond federal mandates for 
reform, many health care lead-
ers also stress that changing to 
a preventive care model is 
doing right by patients. 
“In the end, we would rather 
perform a hundred colonosco-
pies than treat one colon 
cancer,“ Putnam said.  

Steve Barnett, 
Chief Executive of 
McKenzie Health
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The Centers for Medicare & Medicaid Services (CMS) published a proposed 
rule that would change how Medicare Part B pays for prescription drugs, 
testing whether it can save money by altering prescribers’ behavior.

Medicare Part B generally pays physicians and hospital outpatient depart-
ments the average sales price of a drug, plus a 6 percent add-on. CMS’ pro-
posed model would change the add-on payment to 2.5 percent plus a flat fee 
payment of $16.80 per drug per day, updating the flat fee at the beginning of 
each year by the percentage increase in the consumer price index for medical 
care for the most recent 12-month period. Rationale for the change is that the 
new pricing removes a possible incentive for providers to choose higher-cost 
drugs.

Medicare Part B covers prescription drugs that are administered in a physi-
cian’s o ice or hospital outpatient department, such as cancer medications, 
injectable like antibiotics, or eye care treatments. 

NRACO is interested in hearing your reaction to this proposed change. If you 
have comments, please contact Robin Moody at 
rmoody@nationalruralaco.com .

Link to CMS fact sheet here. 
Link to proposed rule here. 

CMS Proposes to Test New Medicare Rx Pricing

https://www.cms.gov/Newsroom/MediaReleaseDatabase/Fact-sheets/2016-Fact-sheets-items/2016-03-08.html
https://www.federalregister.gov/articles/2016/03/11/2016-05459/medicare-program-part-b-drug-payment-model
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