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EXECUTIVE SUMMARY

The purpose of this report is to present the findings from RTI International’s evaluation
of Care Level Management’s (CLM’s) Medicare Care Management for High Cost Beneficiaries
(CMHCB) demonstration program. The principal objective of this demonstration is to test a pay-
for-performance contracting model and new intervention strategies for Medicare fee-for-service
(FFS) beneficiaries, who are high cost and/or who have complex chronic conditions, with the
goals of reducing future costs, improving quality of care and quality of life, and improving
beneficiary and provider satisfaction. The desired outcomes include a reduction in unnecessary
emergency room visits and hospitalizations, improvement in evidence-based care, and avoidance
of acute exacerbations and complications. In addition, this demonstration provides the
opportunity to evaluate the success of the “fee at risk” contracting model, a relatively new pay-
for-performance model, for CMS. This model provides CLM with flexibility in its operations
and strong incentives to keep evolving toward the outreach and intervention strategies that are
the most effective in improving population-based outcomes.

The overall design of the CMHCB demonstration follows an intent-to-treat (ITT) model,
and like the other care management organizations (CMOs), CLM was held at risk for its monthly
management fees based on the performance of the full population of eligible beneficiaries
assigned to its intervention group and as compared with all eligible beneficiaries assigned to its
comparison group. Beneficiary participation in the CMHCB demonstration was voluntary and
did not change the scope, duration, or amount of Medicare FFS benefits received. All Medicare
FFS benefits continued to be covered, administered, and paid for by the traditional Medicare FFS
program. Beneficiaries did not pay any charge to receive CMHCB program services.

Our evaluation focuses upon three broad domains of inquiry:
= Implementation. To what extent was CLM able to implement its program?
= Reach. How well did CLM engage its intended audiences?

= Effectiveness. To what degree did CLM improve beneficiary and provider
satisfaction, improve functioning and health behaviors, improve clinical quality
and health outcomes, and achieve targeted cost savings?

Organizing the evaluation into these areas focuses our work on CMS’s policy needs as it
considers the future of population-based care management programs or other interventions in
Medicare structured as pay-for-performance initiatives. We use both qualitative and quantitative
research methods to address a comprehensive set of research questions within these three broad
domains of inquiry.

E.1  Scope of Implementation

CLM launched its CMHCB demonstration program October 1, 2005. During the first
year of operations, CLM requested that a subset of its existing original population be removed
(carved-out). CMS also offered CLM a refresh population at twelve months post launch that
would partially offset attrition due primarily to death. CLM worked with CMS to redefine the



criteria for identifying the refresh population. The CLM refresh population went live on
September 1, 2006.

Of CLM’s original intervention group beneficiaries, 63% verbally consented to
participate in the CMHCB demonstration at some point during the intervention period, 23%
refused to participate, and 14% were not contacted or were unable to be located. CLM revised
their criteria for selecting beneficiaries for their refresh population in order to have a population
that they believed would benefit more from the services that they offered and would, therefore,
be more likely to want to participate, and that could be contacted (that is, they had a phone
number on file with the Social Security Administration [SSA]). With the selection criteria
changes, there was modest improvement in their participation rate. Overall, 66% of the refresh
intervention beneficiaries consented to participate at some point during the 16-month period. The
percent that refused to participate went up slightly (24%), but the percent that were not contacted
or were unable to be contacted decreased to 10%.

During the second year of operations, CLM received a termination letter with a 90-day
notice from CMS. CMS was concerned that the quarterly monitoring reports showed no cost
savings, and CLM did not develop a viable plan to change its financial course. The CLM
program ended February 29, 2008, or 29 months, after initiation of the original population and 18
months after the start of the refresh population.

CLM negotiated a per beneficiary per month payment of $295 for the duration of the
demonstration for both the original and refresh populations. The net savings requirements for
those CMOs that complete a 36-month demonstration period are 5% for the original cohort and
2.5% for the refresh cohort. However, because CLM’s demonstration was terminated on
February 29, 2008, the net savings requirement was pro-rated based on the number of months
after the effective start date for each cohort for which the demonstration was terminated. In
CLM’s case, the termination date was 29 months after the start date of the original cohort and 18
months after the start date of the refresh cohort. Therefore, at the time of its termination, CLM
was contractually obligated to achieve a 4% savings in Medicare payments among the original
intervention group and 2% for the refresh intervention group (regardless of participation in the
CLM program) compared with the comparison group and to cover the CLM program fees
collected. In addition, CLM had the opportunity to share a portion of any savings that were
achieved beyond its obligations. Payments associated with the Medicare Part D benefit were not
to be included in these calculations.

E.2  Overview of the CLM CMHCB Demonstration Program

The overarching goal of the CLM program was to provide home-based care and 24/7
access to a personal visiting physician (PVP) to patients with multiple chronic conditions, who
were at high risk for multiple hospital admissions. As originally envisioned, PVPs would provide
acute episodic care, such as a home hospitalization consisting of daily visits to the patient’s home
for 2 or more days to administer treatments such as IV antibiotics. PVPs were also to provide a
“bridge to home,” by helping patients who were being cared for in more intensive venues to
transition to lower levels of care. PVPs were not intended to replace community-based primary
care physicians (PCPs); rather, PVPs served as adjuncts to the patients’ PCPs and provided care



with a focus on chronic issues and established care goals for each chronic condition that a patient
had, ensuring that the patient agreed with the care goals.

Nurse practitioners were available to support the PVPs by conducting follow-up visits
and responding to urgent calls. Each nurse practitioner supported approximately five PVPs. In
general, nurse practitioners conducted visits with lower acuity patients, who were identified in
collaboration with the PVPs. Nurse case managers provided support to doctors in their efforts to
care for patients and contact patients directly by telephone to implement physician care plans and
address issues that arose during the time between PVP visits. Nurse care managers served as
patient advocates and coordinated care with patients, family members, community-based primary
care physicians, specialists, and home health nurses. Each nurse care manager was responsible
for providing support to a single PVP and his or her respective patients.

CLM’s demonstration program evolved during the course of the demonstration to
respond to some of the challenges that it faced after implementation. CLM explored ways to
modify its program to provide cost-effective care in rural areas where patients were
geographically dispersed and physicians would have to drive long distances to conduct eight
home visits per day, the desired number from an operations perspective. In addition, CLM found
it difficult to recruit physicians who were willing to live in these areas.

Institutionalized beneficiaries were not excluded from CLM’s original intervention
population. However, CLM found the process to engage administrators of nursing homes and
gain support for allowing the CLM PVPs to provide care for eligible residents required
significant CLM staff time so much so that CLM opted to exclude this population from the
refresh that it had negotiated with CMS.

Using information gleaned from the first year of operations, CLM made several
enhancements to its clinical model. CLM replaced its panel management scheme with a
population-based management approach that involved reorganizing patient care teams to include
more nursing support. In particular, physicians started covering a caseload of patients with the
support of 1.5 to 2 nurses, rather than just 1 nurse. This new arrangement was intended to
connect stable patients who experienced a problem with clinical assistance more quickly because
they would have an established relationship with a member of the care team that would provide
support during an acute period.

CLM also reported that it transitioned to a three-dimensional risk stratification system in
an attempt to better determine the frequency of physician visits and care management calls
needed to meet the needs and preferences of participants. CLM felt that this approach addressed
their belief that some people did best with more physician visits, while others preferred
telephonic contact with a nurse care manager. Also during the latter part of the demonstration,
CLM implemented a telemonitoring pilot. CLM believed that by routinely monitoring objective
data it could be alerted when a patient was beginning to have problems, that is, when a PVP visit
could effectively reduce the need for an emergency room visit or hospitalization. CLM reported
that often by the time a patient called CLM about a problem, he/she was so sick that he/she had
to go to the hospital.



E.3  Key Findings

In this section, we present key findings based upon the 29 months of CLM operations
with its original population and 18 months with its refresh population. Our findings are based on
the experience of approximately 34,000 ill Medicare beneficiaries assigned to an intervention or
a comparison group. Six key findings on participation, intensity of engagement in the CLM
program, beneficiary satisfaction and experience with care, clinical quality, health outcomes, and
financial outcomes have important policy implications for CMS and future disease management
or care coordination efforts among Medicare fee-for-service (FFS) beneficiaries.

Key Finding #1: Several vulnerable subpopulations of Medicare FFS beneficiaries were less
likely to agree to participate in the CLM demonstration program.

Of all CLM intervention beneficiaries, 65% verbally consented to participate in the
CMHCB demonstration at some point during the intervention period. We found that Medicaid
enrollees and institutionalized beneficiaries were less likely to be participants; both groups are
costly and high users of acute care services. In general, participants tended to be healthier than
nonparticipants using baseline characteristics including the prospective HCC score. However,
beneficiaries with higher concurrent HCC scores based on the first 6 months of the
demonstration were more likely to participate than healthier beneficiaries. This suggests that
CLM made some inroads into engaging those with acute clinical deterioration. Further, as
CLM’s program matured, they appeared to be more successful engaging sicker and more costly
beneficiaries based on baseline health status; however, those with Medicare/Medicaid dual
enrollment and the institutionalized were still less likely to become participants. These findings
suggest alternative recruiting and outreach strategies are needed to reach dual
Medicare/Medicaid enrollees and beneficiaries who are institutionalized.

Key Finding #2: CLM’s physician home intervention (PHI) was limited to less than one-
third of their participating beneficiaries.

A cornerstone of CLM’s program was physician home intervention (PHI) visits including
home hospitalization services. We found some evidence that CLM made a focused effort to
contact beneficiaries who were at high risk of hospitalization or who had been hospitalized, a key
stated component of their program. Yet, only 30% of their fully participating beneficiaries
received a PHI visit during a 12-month period. When we add in other types of visits — including
routine follow-up care, we do observe a higher level of physician interaction. However, 25% of
beneficiaries received no physician visits. Telephone contact was the most dominant “frequent”
form of contact.

Key Finding #3: CLM improved some aspects of beneficiary reported experience with care,
level of physical activity, and self-reported physical health.

The beneficiary survey was designed to obtain assessments directly from beneficiaries
about key outcomes of beneficiary experience of care, self-management, and physical and
mental function. We asked beneficiaries about the extent to which their health care providers
helped them to cope with their chronic condition. We supplemented this item with questions
related to two key components of the CLM CMHCB intervention: helpfulness of discussions
with their health care team and quality of communication with their health care team. In addition,



the survey instrument collected information about beneficiary self-care frequency and self-
efficacy related to medications, diet, and exercise and Clinician and Group Adult Primary Care
Ambulatory Consumer Assessments of Health Plans Survey (CAHPS®) measures of
communication with health care providers. Last, the survey instrument included four physical
and mental health functioning measures.

Among the 19 outcomes covered by the survey, four statistically significant positive
intervention effects were found—discussing treatment choices, communication with their health
care providers broadly defined, 30 minutes of continuous physical activity, and, most notably,
physical health. However, there was no improvement in overall beneficiary satisfaction that their
health care team helped them deal with their chronic condition in spite of the positive
intervention effects of two related experience with care measures—helpfulness and the quality of
discussions with their health care team and improvement in self-reported physical health.

A positive intervention effect of 30 minutes of continuous physical activity did not
translate into greater confidence on the part of the CLM population in exercising 2 to 3 times a
week. The mean number of days of 30 minutes of exercise was 2.8 in the comparison group and
3.2 in the intervention group.

We used the RAND-12 scoring algorithm to compute summary Physical Health
Composite (PHC) and Mental Health Composite (MHC) scores. These scores are normalized so
that the mean composite score is 50 (SD = 10) in the general U.S. adult population. Higher
scores indicate higher levels of functioning. The CLM intervention population had a mean PHC
score of 30 versus 28 in its comparison group, a statistically significant difference. Further, a 2
percentage point difference is generally viewed as a clinically meaningful difference. There was
no difference in mental health functioning as a result of the CLM intervention. Nor was there
was any difference in abilities to do activities of daily living.

Key Finding #4: CLM had a positive intervention effect on one of five quality of care
process measures.

We have defined quality improvement for this evaluation as an increase in the rate of
receipt of claims-derived, evidence-based process-of-care measures (e.g., serum cholesterol
testing) and improvement in health outcomes as a reduction in the rate of hospitalizations,
readmissions, and emergency room (ER) visits, and a reduction in mortality rates. We find no
evidence of systematic improvement in quality of care in the CLM CMHCB demonstration
program. Out of five measures, there was only one observed increase in rate of receipt of
evidence-based care (influenza vaccination). We observe this increase in both the original and
refresh population and during the last 12 months of CLM’s operations.

Over the course of the demonstration, CLM had expected to increase rate of adherence to
evidence-based care. However, during the last year of their demonstration program, we observe
lower rates of adherence to the selected measures among their intervention beneficiaries than we
do among the comparison group beneficiaries for all measures with the exception of influenza
vaccination. We also observe between roughly one-third to one-half of intervention beneficiaries
in both the original and refresh populations were not compliant during the last year of the
CMHCB demonstration despite focused efforts by CLM to encourage beneficiaries to become



compliant with evidence-based care. As noted above, over 80% of intervention beneficiaries with
COPD were not compliant with annual oxygen saturation assessment. These findings suggest
that improving or sustaining adherence to guideline concordant care in a cohort of ill Medicare
FFS beneficiaries was more challenging than originally envisioned.

Key Finding #5: During the last 12 months of the demonstration program, CLM had some
success in reducing acute care utilization in both the original and refresh populations.
CLM had no success reducing mortality in either the original or refresh population.

During the first half of program operations, CLM was not successful in reducing acute
hospitalizations, ER visits, or 90-day readmissions in their original intervention population. But
during the last 12 months of the demonstration, CLM was modestly successful in reducing the
percent and rate of admissions for ten ambulatory care sensitive conditions (ACSCs). Most
notably, CLM achieved a sizeable reduction in the all-cause readmission rate of -225 per 1,000
beneficiaries. During that same time period, CLM also had some modest success in reducing the
acute care utilization in its refresh population. Rates of all-cause and ACSC hospitalizations
declined, as did the percent with a readmission for all causes or an ACSC.

CLM was not successful reducing rates of ER visits in either time period for the original
population or in the last 12 months of the demonstration for the refresh population. CLM had no
success reducing mortality in either the original or refresh population.

Over the course of the first year of operations, CLM reported that they modified their
program in an effort to identify, in real time, participants whom they believed would most
benefit from their interventions by changing how they stratified beneficiaries into levels of visit
urgency. CLM also reported that they reorganized their patient care teams to include more
nursing support. CLM believed that this arrangement would allow patients to bond with the
nurse care manager over time, whereas CLM had observed that the clinical specialists were not
able to forge a sufficient bond as evidenced by the fact that some of their participants were going
to the hospital rather than calling the clinical specialists when problems arose. CLM also
reported that they felt the members of the refresh population had an illness profile that made
them more appropriate to the CLM program. The data on health outcomes suggests for the
original population that the program modifications had the desired effect of reducing some acute
care utilization, but not ER visits; while the data on health outcomes for the refresh population
shows that CLM was more successful reducing acute care utilization at an earlier stage in their
demonstration period than for the original population.

Key Finding #6: Medicare cost growth in the intervention group was not different from the
rate of growth in the comparison group.

No statistically significant savings were found for the intervention in either the original or
refresh populations. Costs fell $41 slower (not faster as required) in the original intervention
group (1.6% of comparison costs) but savings needed to exceed $133 (5%) to be considered
statistically significant. Instead of offsetting its $295 monthly care management fee, Care Level
Management may have increased Medicare’s costs to $336 per beneficiary per month.



CLM performed slightly better with its refresh population as intervention costs increased
$29 less than in the comparison group. This difference, however, was highly insignificant, as
savings needed to be $143 to be considered statistically significant. Among refresh participants,
alone, monthly Medicare costs did decline significantly (-$170) but were offset by large
increases among non-participants who were one-third of the entire intervention population. It is
not possible to rule out the selection of beneficiaries who are more responsive to the intervention
in explaining success only with participants.

Multivariate regression was used to control for any imbalances in the intervention and
comparison groups prior to the disease management intervention. No cost savings were found
after adjusting for minor imbalances in the two groups.

Base year per beneficiary per month claims costs averaged $3,300 in both groups, a
figure several times higher than in the general Medicare population. As a result, the comparison
group exhibited extreme regression-to-the-mean effects! with costs declining $859, on average,
during the demonstration period. At the same time average group costs were falling, initially
lower cost beneficiaries saw their costs rising by several thousand dollars during the intervention
period. The greater is the potential for regression-to-the-mean in either direction, the greater is
the challenge facing care management groups in identifying the appropriate beneficiaries to
target for intervention.

E.4  Conclusion

Based on extensive qualitative and quantitative analysis of performance, we find that
CLM had limited success in improving key processes of care, beneficiary experience with care,
self-management, or functional status, and reducing hospital admissions. CLM was most
successful at reducing 90-day all-cause readmissions by -225 per 1,000 among its original
beneficiaries. However, the overall set of modest improvements were achieved at substantial cost
to the Medicare program in the form of monthly management fees ($58 million) with no
demonstrable savings in program outlays on health services. Despite the limited gains, the lack
of program savings to offset monthly management fees cannot justify the CLM model for
chronically ill Medicare fee-for-service beneficiaries on cost effectiveness grounds.

What might explain the lack of success in CLM’s demonstration program? One
explanation may be the inability to accurately target beneficiaries at greatest risk of intensive,
costly, service use (as distinct from the need for general care management). A cornerstone of
CLM’s program was physician home intervention (PHI) visits including home hospitalization
services with a focus on ambulatory care sensitive conditions (ACSCs). Yet, only 30% of their
fully participating beneficiaries for a 12-month period received a PHI visit. When we add in
other types of visits—including routine follow-up care—we do observe a considerably higher
level of physician interaction. However, 25% of beneficiaries received no physician visits and
one-half of all beneficiaries received less than five visits during a 12-month period. Telephone
contact was the most dominant “frequent” form of contact.

I Regression to the mean refers to high (low) initial costs gravitating to the mean cost over time.



In our multivariate regression modeling of likelihood of being in a high contact versus
low contact group, we found some evidence that CLM made a focused effort to interact with
beneficiaries who were at high risk of hospitalization or who had been hospitalized, a key stated
component of their program. Given CLM’s high monthly management fee (almost $300 per
month) and the population-based financial risk feature of this demonstration, the concentration of
physician visits, in general, and PHI visits, in particular, suggests that CLM would have had to
have been extremely successful in reducing costs associated with the beneficiaries they were
targeting. Descriptive analyses showed that the rates of all-cause and ACSC hospitalizations
during the demonstration were higher among beneficiaries who received PHI visits or had more
than 20 contacts as compared to beneficiaries with no PHI visits or who received fewer than 20
contacts. The pattern was consistent across both the original and refresh populations.

Prior evaluations of Medicare care management programs that were primarily telephonic
have not demonstrated savings sufficient to cover fees one-third the size of CLM’s fee. CLM
was successful in only modestly reducing hospitalizations during the last 12 months of
demonstration operations, with no particularly greater success for ACSC hospitalizations. CLM
was more successful at reducing readmissions but only among its original population. The lack
of substantive improvements in acute care utilization broadly across their intervention population
translated into limited financial savings. And, their targeting strategy was costly. Each contact
cost was roughly $266, or over twice the national average payment for a face-to-face office visit
with an established patient with the highest level of complexity under the Medicare Fee
Schedule?.

CLM’s lack of success is not surprising in light of the extreme regression-to-the-mean
(RtoM) behavior that we observed among their beneficiaries who had been selected based upon
high prior costs or high prior rates of hospitalizations. Armed with data on beneficiary disease,
utilization, and cost profiles in the base period, CLM focused first on those most likely to be
major users of acute care services. Yet, many of these beneficiaries experienced declines in use
and costs regardless of the intervention, as evidenced in the control group. The large increases in
demonstration period costs in otherwise less costly beneficiaries in the base period make it very
difficult for intervention staff to target those at highest risk of increasing costs. In fact, the
greater the potential for RtoM, the greater the effort required to identify those lower cost, lower
utilization, beneficiaries to avoid expensive hospitalizations in the future. Targeting the group
who had a high number of hospitalizations in the base period focused extensive management
resources on many “false positive” beneficiaries, who ultimately did not need nearly as many
costly services as they did in the year prior to the demonstration.

The quixotic, immediate, nature of many elderly diseases calls for real time information
on health status. Unable to predict future health status with any precision for those with initially
stable, less costly, conditions, and lacking direct access to patients’ medical records, the CLM
physicians and nurses often began working with beneficiaries with incomplete information.
Further, the CLM physicians and nurse care managers were not part of the beneficiaries’ primary
health care teams, further hindering their ability to directly interact with the beneficiaries’
primary care providers and effectively help facilitate changes in medical care plans to mitigate

2 National non-facility price of $124.79 for HCPCS code 99215 for 2009.



deterioration in health status. It is not surprising that CLM was unable to successfully improve
patient self-management.

Because targeting care management resources is so difficult with the elderly, and errors
so costly, the way in which the clinical team communicates and interacts with them is extremely
important. Yet, another possible reason why CLM was ineffectual has to do with the limitations
of CLM’s personal visit physician (PVP) and nurse care manager model. The PVP served only as
an adjunct to the patients’ primary care physicians with a stated goal of facilitating the
relationship between the patient and his or her community-based provider with a focus on
chronic issues. The PVP consulted with community-based providers if significant changes in
treatment regimens were indicated and to ensure that they both were implementing a common
care plan. Nurse care managers worked with the PVPs to telephonically help coordinate care
services with patients, family members, community-based primary care physicians and
specialists, and home health nurses. By complementing, not substituting, for the primary care
physician, the PVPs and nurse care managers were not directly determining whether a patient
was admitted to a hospital or what service intensity the beneficiaries would receive during the
demonstration period. Moreover, communicating by telephone with elderly and disabled patients
is complicated by the relatively high frequency of cognitive impairments, and the most dominant
form of contact was telephonic.



CHAPTER 1
INTRODUCTION TO THE MEDICARE CARE MANAGEMENT FOR HIGH COST
BENEFICIARIES (CMHCB) DEMONSTRATION AND THE CARE LEVEL
MANAGEMENT (CLM) PROGRAM

11 Background on the CMHCB Demonstration and Evaluation

The purpose of this report is to present the findings from RTI International’s evaluation
of Care Level Management’s Medicare Care Management for High Cost Beneficiaries
(CMHCB) demonstration program. On July 6, 2005, the Centers for Medicare & Medicaid
Services (CMS) announced the selection of six care management organizations (CMOs) to
operate programs in the CMHCB demonstration:

= The Health Buddy Consortium (HBC), comprised of Health Hero Network, the
American Medical Group Association, Bend Memorial Clinic, and Wenatchee Valley
Medical Center

= Care Level Management (CLM)

= Massachusetts General Hospital and Massachusetts General Physicians Organization
(MGH)

= Montefiore Medical Center (MMC)
= RMS Disease Management and its Key to Better Health program (KTBH)

= Texas Tech University Health Sciences Center (TTUHSC) and its Texas Senior Trails
(TST) program

These programs offer a variety of models, including “support programs for healthcare
coordination, physician and nurse home visits, use of in-home monitoring devices, provider
office electronic medical records, self-care and caregiver support, education and outreach,
behavioral health care management, and transportation services” (CMS, 2005).

The principal objective of this demonstration is to test a pay-for-performance contracting
model and new intervention strategies for Medicare fee-for-service (FFS) beneficiaries, who are
high cost and/or who have complex chronic conditions, with the goals of reducing future costs,
improving quality of care and quality of life, and improving beneficiary and provider
satisfaction. The desired outcomes include a reduction in unnecessary emergency room visits and
hospitalizations, improvement in evidence-based care, and avoidance of acute exacerbations and
complications. In addition, this demonstration provides the opportunity to evaluate the success of
the “fee at risk” contracting model, a relatively new pay-for-performance model, for CMS. This
model provides the CMOs with flexibility in their operations and strong incentives to keep
evolving toward the outreach and intervention strategies that are the most effective in improving
population outcomes.

The overall design of the CMHCB demonstration follows an intent-to-treat (ITT) model,
and the CMOs are held at risk for their monthly management fees based on the performance of
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the full population of eligible beneficiaries assigned to their intervention group and as compared
with all eligible beneficiaries assigned to their comparison group. Beneficiary participation in the
CMHCB demonstration is voluntary and does not change the scope, duration, or amount of
Medicare FFS benefits received. All Medicare FFS benefits continue to be covered,
administered, and paid for by the traditional Medicare FFS program. Beneficiaries do not pay
any charge to receive CMHCB program services.

The CMOs receive from CMS a monthly administrative fee per participant, contingent on
intervention group savings in Medicare payments being equal to fees paid to the CMO plus an
additional 5% savings safety margin calculated as a percentage of its comparison group’s
Medicare payments. CMS developed the CMHCB initiative with considerable administrative
risk as an incentive to reach assigned beneficiaries and their providers and to improve care
management. To retain all of their accrued fees, the CMOs have to reduce average monthly
payments by the proportion of their comparison groups’ Medicare program payments that the fee
comprises. In addition, to insure that savings estimates were not simply the result of random
variation in estimates of claims costs, CMS required an additional 5% in savings (net savings). If
the CMOs are able to achieve net savings beyond the 5% safety margin, there is also a shared
savings provision with CMS according to the following percentages:

= Savings in the 0%-5% range will be paid 100% to CMS.
= Savings in the >5%-10% range will be paid 100% to CMO.

= Savings in the >10%-20% range will be shared equally between CMO (50%) and
CMS (50%).

= Savings of >20% will be shared between CMO (70%) and CMS (30%).

One year after the launch of each demonstration program, CMS offered all CMOs the
option of supplementing their intervention and comparison populations with additional
beneficiaries to offset the impact of attrition primarily due to death. This group of beneficiaries is
referred to as the “refresh” population. The CMOs are at financial risk for fees received for their
refresh populations plus an additional 2.5% savings.

We use the chronic care model developed by Wagner (1998) as the conceptual
foundation for our evaluation because the CMHCB programs are generally provider-based care
models. This chronic care model is designed to address systematic deficiencies and provides a
standard framework that the area of chronic care management lacks. The model identifies six
elements of a delivery system that lead to improved care for individuals with chronic conditions:
the community, the health system, self-management support, delivery system design, decision
support, and clinical information systems (Glasgow et al., 2001; Wagner, 2002; Wagner et al.,
2001). According to the model, patients are better able to actively take part in their own care and
interact productively with providers when these components are developed, leading to improved
functional and clinical outcomes. Our evaluation focuses upon three broad domains of inquiry:

* Implementation. To what extent were the CMOs able to implement their programs?

* Reach. How well did the CMOs engage their intended audiences?
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= Effectiveness. To what degree were the CMOs able to improve beneficiary and
provider satisfaction, improve functioning and health behaviors, improve clinical
quality and health outcomes, and achieve targeted cost savings?

Organizing the evaluation into these areas focuses our work on CMS’s policy needs as it
considers the future of population-based care management programs or other interventions in
Medicare structured as pay-for-performance initiatives. We use both qualitative and quantitative
research methods to address a comprehensive set of research questions within these three broad
domains of inquiry.

RTI International was hired by CMS to be the evaluator of the CMHCB demonstration
and has previously conducted and reported to CMS findings from site visits to each CMO and a
beneficiary survey of each CMO’s intervention and comparison populations. In general, we
made two rounds of site visits to each CMO to observe program start-up and to assess CMO
implementation over time. The first round of site visits was conducted at the close of the
outreach period for each program, and the second round of site visits was conducted
approximately 2 years later. For each site visit, data were collected through telephone interviews,
in-person interviews, and secondary sources, including program monitoring reports. Two RTI
evaluation team members participated in 1- to 2-day on-site visits at each CMO location.

The first site visit focused on learning about CMHCB program start-up; examining the
elements of the CMHCB programs; determining the nature of the CMOs’ relationship with
physicians in each community; learning about ways the CMOs manage costs, quality, and
beneficiary utilization of care; and obtaining information on the types of services that comprise
the intervention offered. The second site visit focused on engagement of the refresh population,
program evolution, program monitoring/outcomes, and implementation experience/lessons
learned. During the site visits, RTI met with a small number of physicians to develop an overall
impression of satisfaction and experiences with the CMHCB programs. The primary objectives
of the interviews were to (1) assess physicians’ awareness of the CMHCB program and (2)
gauge their perceptions of the effectiveness of these programs.

RTT also conducted an assessment of beneficiary satisfaction with the CMHCB program
and whether the program improved knowledge and self-management skills that led to behavioral
change and improved health status among intervention beneficiaries. Program success for each
of four beneficiary survey domains, satisfaction, care experience, self-management, and physical
and mental health functioning, was evaluated by surveying intervention and comparison
beneficiaries once at Month 15 of the intervention period. CLM’s survey was conducted between
June 11, 2007, and October 10, 2007. Surveying was conducted with beneficiaries from the
original populations. No surveying was conducted with beneficiaries from any of the refresh
populations. The findings from the beneficiary surveys were reported to CMS in RTI’s third
annual report (Smith et al., 2008).

This final report presents evaluation findings based on the full 29 months of the CLM
CMHCB program operations with its original population and 18 months with its refresh
population. We start by reporting on the degree to which CLM was able to engage its
intervention populations. We measure degree of engagement in two ways: (1) participation rates
and characteristics of participants; and (2) number and nature of contacts between CLM and
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participating beneficiaries from encounter data provided to RTI from CLM. We then report
findings related to the effectiveness of CLM to improve beneficiary and provider satisfaction,
improve functioning and health behaviors, improve clinical quality and health outcomes, and
achieve targeted cost savings.

12 CLM’s CMHCB Program Design Features

1.2.1 CLM Organizational Characteristics

CLM was a privately owned, independent company that provided in-home physician care
based on a mission of “Putting Patients First.” CLM’s corporate headquarters were located in
Woodland Hills, California, with additional offices in northern California, Arizona, Texas, and
Florida. CLM operated independently without formal partnerships with other health care service
providers. The company retained the services of Milliman, a consulting and actuarial firm, to
conduct analyses of Medicare claims and other market data to inform the choice of geographic
locations for the CMHCB program and to conduct ongoing monitoring of intervention group
characteristics, such as monthly Medicare costs. CLM had established partnerships with RAND,
Ernst & Young, and Sullivan/Luallin to assist in evaluating the outcomes of CLM’s CMHCB
program.

The company was started by Dr. Henri Becker, a physician who started conducting home
visits in 1995 to improve care for his patients who were hospitalized repeatedly as a result of
complications associated with chronic illnesses, and Raouf Khalil, who ran a home health
infusion company for 11 years and had a strong interest in patient satisfaction. The company
founders met through a common patient who was particularly satisfied with the home-based care
provided by Dr. Becker. CLM was established in 2000 to professionalize and institutionalize
physician-based care in the home. The goal of the organization was to provide quality health care
to patients who are at high risk for repeated hospitalizations due to medical and psychosocial
issues associated with managing multiple chronic illnesses that were not being effectively
addressed by the traditional health care system. CLM began providing care through its Personal
Visiting Physician Delivery System (PVPDS) for its first contract in 2001.

CLM’s management viewed its patient-centric model of care as the next major paradigm
shift in health care, on par with the introduction of Medicare and Medicaid in 1963. Meeting
patient needs was the focus of CLM’s operations, illustrated by the fact that CLM patients were
located at the top of the company’s organizational chart. The company operated as a learning
organization that continually reviewed program performance and made improvements to better
serve its patients. Personal Visiting Physicians (PVPs) served as an adjunct to a patient’s primary
care physician, providing care in the home when the patient was unable to get to a physician’s
office. The CLM model allowed patients to see a physician in their homes, where they would be
most comfortable, and provided patients with 24-hour access to a PVP via telephone and in-
person, if needed. A staff of 70 physicians and 82 nurses were dedicated to meeting all the
medical and psychosocial needs of patients aligned with patient preferences for care.

1.2.2 Market Characteristics

CLM’s CMHCB program served Medicare Fee-for-Service (MFFS) beneficiaries in
selected counties in California, Florida, and Texas. CLM launched its CMHCB program with
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15,281 MFFS beneficiaries residing in California, Florida, and Texas in response to CMS’s
request that the company serve areas where it had an established infrastructure and experience
serving the population. In addition, CLM was restricted from operating in Long Island, New
York, because a different CMHCB program had been awarded in the area. CLM had also
considered launching the program in Arizona; however, an existing CMS demonstration program
conflicted with this choice of location. Despite the fact that there were existing CMS
demonstrations in California and Texas, CLM was permitted to launch its CMHCB program in
these areas. However, in order to achieve its goal of serving an intervention population of 15,000
beneficiaries, CLM had to expand its operations in northern California. CLM also expanded its
Florida operations into the Orlando area for the CMHCB demonstration. As a result,
participation in the CMHCB program increased the geographic footprint of CLM’s operations to
25 times its size prior to the demonstration.

CLM believed that the CMHCB demonstration was an important opportunity to
demonstrate the effectiveness of its Personal Visiting Physician Delivery System on a large
scale, serving approximately 15,000 beneficiaries in three states. The program also provided
CLM with a strategically important opportunity to work with CMS, which is financially
responsible for a large proportion of the most vulnerable and frail individuals, the target
population for the CLM model of care delivery.

Prior to 2004, CLM was serving approximately 1,800 patients via contracts with
commercial insurance plans in four states (i.e., Arizona, California, Florida, and Texas), with an
interest in expanding its operations into every state in the United States. The company’s early
experience in the commercial market demonstrated that contracts with individual health plans
would provide access to a very small number of patients appropriate for the CLM care model.
These small populations were geographically dispersed, requiring physicians to spend large
amounts of time in the car between patient visits, thus limiting the financial viability of the
home-based care model. Therefore, in March 2004, CLM began to focus all of its business
development resources on building a relationship with CMS with the goal of accessing the large
Medicare FFS market across the country. As a result, 85% to 90% of CLM’s revenue during the
demonstration period came from the CMHCB demonstration program, and the company
expanded rapidly to serve the FFS beneficiaries participating in the program.

CLM was pleased to have the opportunity to adapt its intervention to the Medicare FFS
population and implement the PVPDS in a large population of 15,000 beneficiaries to both
demonstrate the effectiveness of the intervention and learn new ways to further improve its care
model. CLM was optimistic about reaching the financial savings goals for the CMHCB program
and improving care for beneficiaries served by the program based on the company’s strong belief
in the effectiveness of providing physician services in the home and the company’s success
providing such services for commercial clients.

As indicated in CLM’s proposal for the CMHCB demonstration, the company’s
performance record included significant health care cost savings, improvements in patient
functional status and quality of life, and high levels of patient satisfaction. Client health plans
conducted analyses which demonstrated a net savings of 30% in institutional health care costs
attributable to the CLM program. In addition, a random telephone survey of CLM patients
conducted in November 2004 indicated that 89% of patients had experienced improvements in
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activities of daily living, and all patients reported that their quality of life had improved. CLM
measured patient satisfaction on a quarterly basis and found that 95% or more of patients were
satisfied with the program in all six commercial networks.

CLM was eager to replicate these cost savings and improvements in health care quality
among the CMHCB population and enter into a long-term relationship with CMS to serve the
needs of high-risk Medicare beneficiaries with chronic conditions. Working as a provider for
Medicare would help CLM realize its long-term vision of serving all states in the United States.

1.2.3 CLM Intervention and Comparison Populations

CLM worked with its CMS project officer and analysts from Actuarial Research
Corporation (ARC) to develop a methodology for selecting the starting population for the CLM
CMHCB program. Beneficiaries had to meet the following three inclusion criteria for eligibility
in the CLM CMHCB demonstration program:

= were Medicare fee-for-service beneficiaries with a primary residence in designated
counties of California, Florida, or Texas, with high costs in 2004 (i.e., top 5 percent
of costs),

= had two or more hospitalizations in 2004, and

= had at least one diagnosis from a list provided by CLM, such as heart failure (HF).
The population was further restricted using the following exclusion criteria:

= were enrolled in or met criteria for any CMS demonstration,

= received hospice care,

= were enrolled in the end-stage renal disease (ESRD) benefit or received dialysis
and/or kidney transplant,

= were enrolled in a Medicare Advantage (MA) plan,

= used Medicare as a secondary payer,

= were younger than 18 years of age,

= lacked Medicare Part A and Part B coverage as of September 1, 2005, or

= had at least one of the exclusionary diagnoses designated by CLM (e.g., liver cancer).

Beneficiaries who elected the hospice benefit following the launch of the program
remained in the study population, so that CLM physicians could support patients during their
transition into hospice. The remaining beneficiaries, after the inclusion and exclusion criteria
were applied, were randomized into the intervention and comparison populations.
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CLM expanded its service area in Florida into the Orlando area and significantly
increased its operations in Northern California for the CMHCB demonstration to obtain enough
beneficiaries to populate the intervention group with 15,194 beneficiaries and the comparison
group with 6,084. These expansions were due in part to the fact that a large number of
beneficiaries who would have otherwise been eligible for the CLM program were excluded due
to the co-located CMS demonstrations in California and Texas. CLM also chose to include
beneficiaries living in institutionalized settings which permitted CLM to have access to
California beneficiaries with HF, the primary diagnosis characteristic of individuals who were
likely to benefit from the PVPDS model.

The CMHCB demonstration program was designed using an ITT model, which means
that the CMOs are held accountable for outcomes across the full intervention population, not just
those who agree to participate. This model provides CMOs with flexibility in their operations
and strong incentives to keep evolving toward outreach and intervention strategies that are most
effective in improving population outcomes. Once individuals were assigned to either the
intervention or comparison group, they remained in their assigned group for all days in which
they were eligible. Eligibility for the CLM program and hence membership in either the
intervention or comparison group was lost for any period(s) during which the beneficiary:

= enrolled in an MA plan,

» Jost eligibility for Medicare Part A or B,

= got anew primary payer (i.e., Medicare becomes the secondary payer),
= developed ESRD, or

= died.

Carve-out group—After program implementation, CLM asked CMS to reconsider its
intervention population and requested removal of selected beneficiaries (carve-out) from its
starting population and the addition of new beneficiaries using alternative inclusion/exclusion
criteria at the time of its planned refreshment of its intervention and comparison populations.
CLM found that the claims algorithm used to select beneficiaries for their program yielded a
significant number of Medicare beneficiaries who they felt were not sick enough to truly benefit
from physician home visits. These individuals often had high medical costs in 2004 due to a
procedure performed to address an acute health condition, such as a hip replacement, and their
health care costs had regressed to the mean by the launch of the CLM program. As a result, the
CLM felt that the presence of such individuals in the intervention population would limit its
ability to achieve its required financial savings. Further, many of these beneficiaries opted out of
the program, because they did not feel like they needed the services provided. To address this
issue, CLM hired Milliman to analyze patient claims and suggest an alternative claims-based
algorithm to identify beneficiaries with greater disease severity for inclusion in the refresh
population.

CLM requested that the Hierarchical Condition Category (HCC) score be recalculated
using calendar year 2005 claims data and a June 5, 2006 Enrollment Data Base (EDB) check of
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eligibility information. Beneficiaries from the original starting population would be retained if
their HCC score was 2.75 or greater or if they had an HCC score less than 2.75 but had a
diagnosis of selected clinical conditions such as peripheral vascular disease, ischemic heart
disease, hypertensive heart and/or kidney disease, heart failure, chronic obstructive pulmonary
disease (COPD), and asthma. Of the starting intervention population of 15,326, 23%, or 3,572
beneficiaries, were identified as having an HCC risk score less than 2.75 and not meeting the
diagnostic criteria for retention.3 Of the starting comparison population of 6,014, 23%, or 1,365
beneficiaries, were identified as having an HCC risk score less than 2.75 and not meeting the
diagnostic criteria for retention.

Refresh population—CLM worked with its CMS project officer and analysts from ARC
to develop a methodology to develop the refresh populations for the intervention and comparison
groups. There were three inclusion criteria for eligibility for the refresh population. Beneficiaries
must have:

= Dbeen Medicare FFS beneficiaries with a primary residence in designated counties of
California, Florida, or Texas that had claims in calendar year 2005,

* had a 2005 HCC risk score >2.749, and
= had two or more hospitalizations in 2005.
Once these beneficiaries were selected, the following exclusion criteria were applied:

= beneficiaries in HCC groups 51 (drug/alcohol psychosis), 52 (drug/alcohol
dependence), 54 (schizophrenia) and 55 (major depressive, bipolar, and paranoid
disorders);

= hospitalizations with specific diagnosis-related group (DRG) codes (e.g., acute major
eye infections, kidney and urinary tract infections) were not to be counted toward the
admission requirement. In addition to the DRG exclusion, inpatient claims that had
discharge date equal to admission date were excluded, as well as inpatient claims
where the admission date matched the discharge date of a prior claim; or

= beneficiaries who were institutionalized during the last three months of 2005.

The population was further restricted using the following exclusion criteria based on July
12, 2006, EDB information. The program excluded any beneficiaries who

= were enrolled in or met criteria for any CMS demonstration,
= received hospice care,

= were enrolled in the ESRD benefit or receipt of dialysis and/or kidney transplant,

3 The starting populations were slightly lower than the originally selected populations due to loss of eligibility
between time of selection for the demonstration and the start of operations by CLM.
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= were enrolled in a Medicare Advantage (MA) plan,
= used Medicare as a secondary payer,

= were less than 18 years of age, or

= Jlost Medicare Part A and Part B coverage.

As a result, there were 26,990 beneficiaries remaining in the potential refresh population.
One issue that had to be handled in the selection of the refresh population was t