Model Legislation for a Rate-Based Approach

To Reducing Potentially Preventable Readmissions and Complications

Section 1 Definitions

A.   “Commissioner” shall mean the Commissioner of the [Department with authority over hospital rates].

B.   “Potentially preventable readmission” or “PPR” shall mean a readmission to a hospital that follows a prior discharge from a hospital within fifteen days, is clinically related to the prior hospital admission, and that could reasonably have been prevented by the provision of appropriate care consistent with accepted standards in the prior discharge, adequate discharge planning, or adequate post-discharge follow-up.  The term does not include a planned hospital readmission or a hospital readmission necessitated by the occurrence of unrelated events after the discharge.

C.   “Potentially preventable complications” or “PPCs” shall mean a harmful event or negative outcome that can result from the process of care and treatment during a hospital stay, rather than from a natural progression of the underlying disease.

D.   “Public payers” shall mean the agencies and departments of the State that purchase or contract for health care and health care insurance services, including, but not limited to, Medicaid and the Children’s Health Insurance Program.

Section 2 Potentially Preventable Readmissions
A.   Within sixty days of the effective date of this legislation, the Commissioner shall select a method of identifying PPRs that is comprehensive in scope and meets all of the following requirements:

i.   Potentially preventable readmissions are defined as those readmissions that could reasonably have been prevented by the provision of appropriate care consistent with accepted standards in the prior discharge, adequate discharge planning, or adequate post-discharge follow-up.

ii.  Potentially preventable readmissions are defined as those readmissions that are for a condition or procedure related to the care during the prior admission or during the care immediately following the prior discharge, including, but not limited to:

1.   The same or closely related condition or procedure as the prior discharge;

2.   An infection or other complication of care,

3.   A condition or procedure indicative of a failed surgical intervention, or 

4.   An acute decompensation of a coexisting chronic disease.

iii.   Potentially preventable readmissions are defined as those readmissions that are back to the same or to any other hospital.

iv.   The criteria classifying PPRs is clinically meaningful and the classification logic is transparent.

v.   Readmissions, for the purposes of determining PPRs, shall exclude those readmissions occurring in the following circumstances:

1.   The original discharge was a patient-initiated discharge and was Against Medical Advice (AMA) and the circumstances of such discharge and readmission are documented on the patient’s medical record; or

2.   The readmission was a planned readmission or one that occurred on or after [eight – thirty-one] days following an initial admission.

B.   The Commissioner shall establish a quality-based payment program to adjust rates paid by Public Payers for inpatient services to reflect an individual hospital’s performance with respect to PPRs.  The Commissioner shall take all steps necessary to establish and implement such program, including, but not limited to, the following:

i.   The Commissioner shall publicly report, including through a publicly accessible website, individual hospital performance with respect to PPRs. 

ii.   Within sixty days after establishing a method of identifying PPRs, as required by subsection (A), the Commissioner shall establish by rule a PPR payment adjustment methodology that reduces payments for providers with rates of potentially preventable readmissions that are higher than the expected rate of PPRs set by the Commissioner.  The Commissioner shall establish the expected rate of PPRs after reviewing the rates achieved by all hospitals within the state and the rates achieved by the best-performing hospitals within the state.  The Commissioner shall risk adjust a hospital’s rate of PPRs to account for the age and severity of illness of patients at the time of the discharge preceding readmission. Payment adjustments for readmissions will be based on the excess number of readmissions in a hospital, determined by comparing a hospital’s risk-adjusted readmission rate to the expected rate.
iii.   The Commissioner shall begin adjusting rates paid by Public Payers for inpatient services not more than ninety days after publishing the rule establishing the PPR payment adjustment methodology.  

iv.   The Commissioner shall calculate the savings achieved from the payment program.  [X] percent of the savings shall be deposited in the state’s treasury, and the balance of the savings shall be reinvested in the system to develop incentive payments targeted toward hospitals that demonstrate substantial improvement in their rates of PPRs and hospitals with the lowest rates of PPRs.

v.   In establishing premiums paid to managed care organizations participating in the Children’s Health Insurance or Medicaid program, the Commissioner shall reduce rates to managed care organizations to account for reduced reimbursements to hospitals with higher-than-expected rates of PPRs.

vi.   The Commissioner shall re-evaluate the PPR payment adjustment methodology on an annual basis.

Section 3 Potentially Preventable Complications
A.  Within sixty days of the effective date of this legislation, the Commissioner shall select a method of identifying PPCs that is comprehensive in scope and meets all of the following requirements:

i.   Potentially preventable complications are defined as those complications that occur during the hospital stay and were not Present on Admission (“POA”).

ii.   Potentially preventable complications are defined as those complications that are harmful events or negative outcomes that develop during a hospital stay, could reasonably be the result of the processes of care and treatment, and are not a natural progression of a patient’s underlying illnesses present on admission.

iii.   Potentially preventable complications are defined as those complications that are related to the care rendered during the hospital stay, including, but not limited to, infections and surgical complications.

iv.   The criteria classifying PPCs is clinically meaningful and the classification logic is transparent.

B.   The Commissioner shall establish a quality-based payment program to adjust rates paid by Public Payers for inpatient services to reflect an individual hospital’s performance with respect to PPCs.  The Commissioner shall take all steps necessary to establish and implement such program, including, but not limited to, the following:

i.   The Commissioner shall publicly report, including through a publicly accessible website, individual hospital performance with respect to PPCs.

ii.   Within sixty days after establishing a method of identifying PPCs, as required by subsection (A), the Commissioner shall define by rule a PPC payment adjustment methodology that reduces payments for providers with rates of potentially preventable complications that are higher than the expected rate of PPCs set by the Commissioner.  The Commissioner shall establish the expected rate of PPCs after reviewing the rates achieved by all hospitals within the state and the rates achieved by the best-performing hospitals within the state.  The Commissioner shall risk adjust a hospital’s rate of PPCs to account for the age and severity of illness of patients at the time of admission.  Payment adjustments for complications will be based on the excess number of complications in a hospital, determined by comparing a hospital’s risk-adjusted complications rate to the expected rate.
iii.   The Commissioner shall begin adjusting rates paid by Public Payers for inpatient services not more than ninety days after publishing the rule establishing the PPC payment adjustment methodology.  

iv.   The Commissioner shall calculate the savings achieved from the payment program. [X] percent of the savings shall be deposited in the state’s treasury, and the balance of the savings shall be reinvested in the system to develop incentive payments targeted toward hospitals that demonstrate substantial improvement in their rates of PPCs and hospitals with the lowest rates of PPCs.  

v.   In establishing premiums paid to managed care organizations participating in the Children’s Health Insurance or Medicaid program, the Commissioner shall reduce rates to managed care organizations to account for reduced reimbursements to hospitals with higher-than-expected rates of PPCs.

vi.   The Commissioner shall re-evaluate the PPC payment adjustment methodology on an annual basis.

4
4

