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A
s payment reform demonstrations be-

gin in earnest, streamlining provider 

incentives across all payers deserves in-

creased attention. Business groups have long 

advocated for reforms that engage both pub-

lic and private payers, yet providers encoun-

ter problems with trying to meet confl icting 

expectations to qualify for incentives among 

diff erent payers. 

The Obama administration has indicated 

its preference for demonstrations and pilot 

programs that leverage multiple payers to 

drive reform. Most recently, the announce-

ment regarding the community-based care 

transitions or readmissions program empha-

sized that applicants must address how they 

will align their care transition programs with 

care transition initiatives sponsored by pay-

ers other than Medicare, including Medicaid, 

Medicare Advantage and the private sector. 

In addition, the Centers for Medicare and 

Medicaid Services (CMS) recently added 

Medicare to the list of payers participating 

in medical home experiments in eight states. 

Private payers, providers and their contrac-

tors must prepare in advance. 

Regulatory compliance—Expect any 

demonstration project for CMS to come 

with requirements to demonstrate compli-

ance not only with existing laws and regula-

tions—such as HIPAA, Stark, anti-kickback 

laws and civil monetary penalty laws—but 

also with requirements set forth by CMS 

through the demonstration program.  Some 

may come with opportunities to seek waivers 

or exceptions, however, entities should ex-
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pect vigilant compliance to be necessary. 

Corporate governance—Recent guid-

ance promulgated by the administration for 

payment reform eff orts indicates that regu-

lators are placing specifi c requirements on 

applicants with respect to corporate gover-

nance, including the individuals that should 

be represented on the boards of the organi-

zations. In the case of the proposed rules for 

Accountable Care Organizations (ACOs), for 

example, ACOs must have a compliance pro-

gram certifi ed by “a designated compliance 

offi  cial or individual who is not legal counsel 

to the ACO and who reports directly to the 

ACO’s governing body.” 

This requirement is in line with the ad-

ministration’s eff orts to hold offi  cers and di-

rectors individually accountable for organiza-

tional activity by ensuring the board is aware 

of compliance activities.

Increased monitoring—Entities partici-

pating in multi-payer demonstrations may be 

subject to additional audits by various payer 

groups. Requirements could include provid-

ing government agencies, their contractors 

and other entities the right to inspect docu-

ments, data, corporate systems and organiza-

tional relationships, including quality perfor-

mance measures and fi nancial arrangements 

impacting the demonstration. Be prepared to 

locate and produce this information quickly.

Regardless of the construct of the demon-

stration, contracts with CMS present unique 

challenges. Payment reform demonstrations 

can help you drive innovative payment poli-

cy by showing policymakers what works and 

what does not. 

Yet, entering into an agreement with 

CMS to conduct a demonstration requires 

appropriate legal consideration, includ-

ing compliance, corporate governance and 

reporting and monitoring requirements, 

among other concerns. Entities should be 

mindful of these tradeoff s and take appropri-

ate steps to prepare accordingly.  MHE

Readmission programs, for example, 

must be coordinated across Medicare, 

Medicaid and private payers


