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Comprehensive Care for Joint Replacement Model Revised & Extended

On February 20, 2020, the Centers for Medicare &
Medicaid Services (CMS) issued a proposed rule
regarding the Comprehensive Care for Joint
Replacement (CJR) Model.! The voluntary model, which
began in 2016, aims to reduce healthcare spending while
enhancing quality for Medicare beneficiaries undergoing
hip and knee replacements.? CMS’s proposed rule secks
to add outpatient hip and knee replacements to the
episode of care definition, change target prices, and
extend the program for an additional three years.®

The CJR model tests bundled payments and quality
measurement with Medicare’s most common procedure:
joint replacement.* The model intends to incentivize
physicians, hospitals, and post-acute care providers to
work collaboratively to improve care quality and
coordination from the initial hospitalization through
patient recovery.® The CJR Model participants receive a
retrospective bundled payment for the entirety of the
episode of care, i.e., the care associated with a particular
procedure or illness.® The bundled payment includes all
care within 90 days following patient discharge from
inpatient care after the procedure.”

Currently, the model only pertains to lower extremity
joint replacement (LEJR) or reattachment of a lower
extremity.® The proposed rule seeks to change this by
redefining joint replacement episodes to include
outpatient hip and knee replacements.® This move comes
after CMS’s removal of those two procedures from the
inpatient-only list in November 2019, as outlined in the
2020 Medicare Hospital Outpatient Prospective
Payment System and Ambulatory Surgical Center
Payment System Final Rule.X® A more in-depth analysis
of that final rule appeared in the November 2019 Health
Capital Topics article entitled, “CMS Finalizes 2020
Physician & Outpatient Fee Schedules.”*!

CMS aims to use more accurate claims data when
calculating the target price. CMS has proposed using the
most recent one year of claims data instead of three years
of claims data, reasoning that using only the most recent
year will better reflect the changes in prospective
payment and fee schedule updates.? CMS also proposes
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removing the national update factor and anchor
factors/weights from the target price.*® Instead, CMS will
be incorporating additional risk adjustments to the target
pricing along with biannual updates to the target prices.
Additionally, CMS proposes changing the high episode
spending cap methodology.'* The change will allow
Medicare to compensate based on the achievement of
quality scores, providing more financial flexibility to
model participants compared to the previous high
episode spending cap methodology, which did not utilize
retrospective trend adjustment factors. Finally, the target
price will incorporate additional risk adjustments.'® The
incorporation of risk adjustments will allow for better
risk-based compensation for providers in the CJR Model.

Importantly, CMS proposes extending the CJR Model for
an additional three years, until 2023.%6 The extension of
the program is not surprising, as it has been successful in
achieving its goals thus far. Historical studies have
indicated that the program lowers costs while
maintaining or improving the quality of care.!” The CJR
Model is often cited as an example of the successful
application of bundled payment models. CMS hopes to
replicate the success of the CJR Model with other
episodes. The January 2020 Health Capital Topics article
entitled, “Bundled Payment Models Miss Medicare
Savings and Quality Objectives,”'® analyzes the most
recent research pertaining to bundled payments,
including the CJR Model.

This proposed rule solidifies CMS’s plans to extend its
most successful bundled payment program to date.
Bundled payments for LEJR have proven to be cost-
effective without lowering the quality of care. The
introduction of the outpatient knee and hip replacements
to the CJR Program may spur even more cost savings.
Recently, CMS has been utilizing reimbursement
policies to shift the site of patient care to the outpatient
setting, seeking to lower beneficiary cost-sharing and
slow Medicare program spending growth. The proposed
changes to the CJR Model appear to be following the
same policy objectives, i.e., higher quality at a lower
price point.
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Todd A. Zigrang, MBA, MHA, CVA, ASA, FACHE, is the President of
HEALTH CAPITAL CONSULTANTS (HCC), where he focuses on the areas of
valuation and financial analysis for hospitals, physician practices, and other
healthcare enterprises. Mr. Zigrang has over 25 years of experience
providing valuation, financial, transaction and strategic advisory services

. nationwide in over 2,000 transactions and joint ventures. Mr. Zigrang is
also con5|dered an expert in the field of healthcare compensation for physicians,
executives and other professionals.

Mr. Zigrang is the co-author of “The Adviser’s Guide to Healthcare — 2nd Edition” [2015
— AICPA], numerous chapters in legal treatises and anthologies, and peer-reviewed and
industry articles such as: The Accountant’s Business Manual (AICPA); Valuing
Professional Practices and Licenses (Aspen Publishers); Valuation Strategies; Business
Appraisal Practice; and, NACVA QuickRead. In addition to his contributions as an author,
Mr. Zigrang has served as faculty before professional and trade associations such as the
American Society of Appraisers (ASA); American Health Lawyers Associate (AHLA);
the American Bar Association (ABA); the National Association of Certified Valuators and
Analysts (NACVA); Physician Hospitals of America (PHA); the Institute of Business
Appraisers (IBA); the Healthcare Financial Management Association (HFMA); and, the
CPA Leadership Institute.

Jessica L. Bailey-Wheaton, Esq., is Senior Vice President & General
Counsel of HCC, where she focuses on project management and consulting
services related to the impact of both federal and state regulations on
b healthcare exempt organization transactions, and research services
necessary to support certified opinions of value related to the Fair Market
Value and Commercial Reasonableness of transactions related to healthcare
enterprises, assets, and services. She has presented before associations such as the
American Bar Association and NACVA.
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John R. Chwarzinski, MSF, MAE, is Senior Vice President of HCC,
where he focuses on the areas of valuation and financial analysis of
healthcare enterprises, assets and services. Mr. Chwarzinski holds a
Master’s Degree in Economics from the University of Missouri — St. Loulis,
as well as, a Master’s of Science in Finance Degree from the John M. Olin
School of Business at Washington University in St. Louis. He has presented
before associations such as the National Association of Certified Valuators and Analysts;
the Virginia Medical Group Management Association; and, the Missouri Society of CPAs.
Mr. Chwarzinski’s areas of expertise include advanced statistical analysis, econometric
modeling, and economic and quantitative financial analysis.

Daniel J. Chen, MSF, CVA, focuses on developing Fair Market Value and
Commercial Reasonableness opinions related to healthcare enterprises,
assets, and services. In addition he prepares, reviews and analyzes
forecasted and pro forma financial statements to determine the most
probable future net economic benefit related to healthcare enterprises,
assets, and services and applies utilization demand and reimbursement
trends to project professional medical revenue streams and ancillary services and technical
component (ASTC) revenue streams. Mr. Chen holds the Certified Valuation Analyst
(CVA) designation from NACVA.

Paul M. Doelling, MHA, FACMPE, has over 25 years of healthcare
valuation and operational management experience and he has previously
served as an administrator for a number of mid to large-sized independent
and hospital-owned physician practice groups. During that time, he has
participated in numerous physician integration and affiliation initiatives.
Paul has authored peer-reviewed and industry articles, as well as served as
faculty before professional associations such as the Medical Group Management
Association (MGMA) and the Healthcare Financial Management Association (HFMA).
He is a member of MGMA, as well as HFMA where he previously served as President of
the Greater St. Louis Chapter.
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