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Reform Law’s Vision for Accountable Care Organizations
While the constitutionality of the Affordable Care Act’s individual insurance mandate makes its way
through the lower appeals court process and eventually to the Supreme Court, guidance on the
legislation’s call for accountable care organizations (ACOs) was released late March 2011. ACOs are one
new model of delivery through which the legislation hopes to accrue Medicare cost savings and improved
quality care. Other new care/payment delivery models the ACA supports include bundled payments,
value-based purchasing, and medical homes. Better coordinated care that emphasizes preventive and
primary services is the thrust of these new models.
ACOs offer the opportunity for shared savings if providers lower growth in health care costs while
meeting performance standards on quality. These will be measured in five essential areas:
Patient/caregiver experience of care, care coordination, patient safety, preventive health, and at-risk
population/frail elderly health.
The Center for Medicare and Medicaid Services (CMS) proposed rule allows ACOs to choose between
two payment models: a one-sided risk model (sharing of savings only for the first two years and sharing
of savings and losses only in the third year of the pilot) and a two-sided risk model (sharing of savings
and losses for all three years). The group of providers and suppliers of health care services who
voluntarily agree to work together to coordinate care for patients must commit to participate as an ACO
for three years.
CMS projects that the average start-up costs and first year operating expenses for an ACO will be
about $1.7 million. It further estimates that total savings to be shared by participating ACOs ranges from
$560 million to $1.13 billion and total estimated penalties CMS could recoup range from $10 million to
$80 million. ACOs will be penalized if they do not meet their prescribed performance standards. Further,
CMS estimates that between $170 and $960 million in net Medicare savings will be realized for calendar
years 2012-2014.
The proposed rule is posted at www.cms.gov and is open to comments until June 6, 2011. The CMS
plans to implement the ACO program January 2012.
The Department of Justice’s Antitrust Division and the Federal Trade Commission also released
guidance. Antitrust issues and related impediments to full clinical integration remain a concern of
providers. The Internal Revenue Service also weighed in regarding ACO participants and tax-exempt
status. Comments on this aspect of the ACO structure are due May 21, 2011.
State’s Stake in ACO Model
As part of the state fiscal year 2011 – 2012 budget, legislation to establish a demonstration program
for ACOs was passed. This legislation created a new classification (Article 29-E) within the current
Public Health Law that addresses the responsibilities of certified state ACOs, without an explicit shared
savings program. The health commissioner has broad authority over the establishment and regulation of
state ACOs. Like the federal model, the state ACO Demonstration Program is looking to see how
effectively the ACO improves quality, coordination, and accountability of health care services.- Janine
Logan, jlogan@nshc.org.

Medicaid Redesign Team . . . work continues with the group’s first post-state budget meeting
set for May 12, 2011 at Baruch College. Nine subcommittees will continue to examine ways to
find savings and implement reforms. Healthcare Association of New York State (HANYS)
president Dan Sisto will co-chair the Payment Reform Subcommittee. First order of business recommendations for development of state ACOs and other innovative payment models

Budget Plans for FY 2012 Threaten Entitlements
Debt ceiling issue adds to the fiscal worries in Washington
When Congress returns from its spring break next Monday, May 2, 2011, its members will face a
number of budgetary challenges, the first of which will be the raising of the debt ceiling followed by work
to complete a fiscal year 2012 budget. The next fiscal year begins October 1, 2011.
With Standard and Poor’s recent decision to change the United States’ financial outlook to negative,
Congress is under even greater pressure to make a decision about raising the debt ceiling. Economists
warn that if the United States should default, the recovering economy will face a serious setback, as
consumers and businesses will find it extremely difficult to borrow money.
Federal Budget Process Update
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The Health and Human Services (HHS) Partnership for
Patients initiative announced mid-April is the structure under
which HHS and CMS will implement and fund the quality and
patient safety provisions of the Affordable Care Act. Up to $1
billion in federal funding will eventually make its way to health
care providers.
The initiative has two overarching goals: 1) Keep patients from getting injured or sicker. By the end
of 2013, preventable hospital admissions would decrease by 40 percent compared to 2010; and 2) Help
patients heal without complication. By the end of 2013, preventable complications during a transition
from one care setting to another would be decreased so that all hospital readmissions would be reduced 20
percent compared to 2010.
HHS has committed $500 million of the funding to community-based organizations partnering with
eligible hospitals to help patients safely transition between settings of care. The CMS Innovation Center
will provide another $500 million to stakeholders across the health care system to test different models of

improving patient care and patient engagement and collaboration in order to reduce hospital-acquired
conditions and improve care transitions nationwide. These collaborative models will help hospitals adopt
effective interventions for improving patient safety in their facilities.
On Thursday, May 5, from 1 to 2:30 p.m. the CMS will hold a national forum for individuals and
organizations wishing to learn more about the CMS Community-Based Care Transition Program. To
participate dial 1-800-837-1935 Conference ID 62519672.
For more information about the partnership go to www.healthcare.gov/center/programs/partnership
and for more information about funding go to
www.cms.gov/DemoProjectsEvalRpts/MD/itemdetailasp?itemID=CMS1239313. – Janine Logan,
jlogan@nshc.org.

News Briefs . . .
Member hospital auxilians recognized by HANYS . . . for their advocacy efforts on behalf of their
institutions include: Eastern Long Island Hospital, Guilds of Good Samaritan Hospital Medical
Center, Huntington Hospital Auxiliary, John T. Mather Memorial Hospital Auxiliary, Mercy
Medical Center Council of Leagues, the Auxiliary of North
Shore University Hospital, South Nassau Communities
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NSHC Committee News …
Communications Committee: The committee met April 15,
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Corporate Compliance: The Corporate Compliance
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Revenue Cycle Committee: The April 8 meeting of the Revenue
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Communities Hospital, briefed the group on the quarterly meeting of
the National Uniform Billing Committee, and Ms. Villagran gave a
presentation on integrating public health insurance enrollment with
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