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7/7/00 

TO: Barbara Woolley 
Special Assistant to the President 
And Associate Director for Public Liason 
FAX: 202-456-6218 

FROM: Cheryl Schraeder, PhD. RN 
Home: 
Work: 
FAX: 
Email: 

'P6/(b)(6)-
, I A I N —, 

1111 1061J 
'217-586-4164 
217-586-2174 
CherSchra@aol.cam 

SUBJECT: White House CNO Questions 

Pages: 5 

Per your request are the questions wo hope to have answered in our call on 7/11/2000 
and a copy of the proposed CNO legislation for your review. We appreciate your time 
and continued support of the CNO Demonstration. If you have any questions please 
contact me. Thank you. 

QUESTIONS FOR CONFERENCE CALL ON MEDICARE CNO ISSUES 

1. Legislative action is unlikely until some time in October. Deep cuts in payments 
to CNOs are currently scheduled to begin on October 1 (following 3 months of 
less onerous reductions). Unless there is a real prospect that the October 1 cuts 
can be averted, most of the CNO sites will be forced to notify HCFA of their 
intention to exit the program in order to comply with HCFA's 60-day notice 
requirement and minimize financial losses from these cuts. If the CNOs can 
demonstrate substantial Congressional support for legislation relief, will the 
Administration take administrative action to temporarily forestall the October T 
cuts until Congress can act? 

2. If the answer to question 1 is "yes", what evidence of Congressional support 
would the Administration need to take administrative action? 

3. What changes (if any) would the Administration require to the draft legislative 
proposal developed by the CNOs? 
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4. The current uncertainty about the future of the CNOs raises the difficult question 
of how the four sites should communicate with their Medicare enrollees on the 
issue, particularly since beneficiaries have already been told that last year's 
legislation continued the program through 2001. On the one hand, the CNOs 
want to avoid unnecessarily upsetting their members, but on the other they want 
to fulfill their obligation to prepare them for possible future disruptions to their 
care. What course of action does the Administration advise the CNOs to take? 
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1 SEC. REVISED TERMS AND CONDITIONS FOR EXTENSION OF MEDICARE CNO 
2 DEMONSTRATIONS. 
.1 

4 (a) IN GENERAL.-Section 532 of the Medicare, Medicaid, and SCHIP Balanced Budget 

5 Refinement Act of 1999 (42 U.S.C. 1395mm note), as incorporated by reference into Public Law 

6 106-113, is amended-

7 . ^ (1) in subsection (a), by striking the second sentence; and 

8 (2) by striking subsection (b) and inserting in lieu thereof the following: 

9 "(b) TERMS AND CONDITIONS.--

10 "(1) JANUARY THROUGH SEPTEMBER 2000.--For the 9-month period beginning with 

11 January 2000, the demonstration project shall be conducted under the same terms and 

12 conditions as applied to such demonstration during 1999. 

13 "(2) OCTOBER 2000 THROUGH DECEMBER 2001 .-For the 15-month period 

i l beginning with October 2000, the demonstration shall be conducted under the same 

15 terms and conditions as applied to such demonstration during 1999, except that the 

16 following modifications shall apply: 

17 "(A) BASIC CAPITATION RATE.—The basic capitation rate paid for services 

i s covered under the demonstration (other than case management services) per 

lo enrollee per month shall be basic capitation rate paid for such services for 1999, 

20 reduced by 10 percent in the case of the demonstration sites located in Arizona, 

21 Minnesota, and Illinois, and 15 percent for the demonstration site located in New 

22 York. 

23 "(B) TARGETED CASE MANAGEMENT FEE.-A case management fee shall be 

24 paid only for enrollees who are classified as "moderate" or "at risk" pursuant to a 

25 standardized written health risk assessment that is conducted with respect to 

26 each enrollee on an annualized basis. 

27 "(C) GREATER UNIFORMITY IN CLINICAL FEATURES AMONG SITES.-Each site 

28 of the demonstration shall implement-

29 "(i) protocols for periodic telephonic contact with enrollees based 

30 o n -

31 "(I) the results of such standardized written health 

32 assessment; and 
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"(II) the application of appropriate care planning 

approaches; 

"(ii) disease management programs for targeted diseases (such as 

congestive heart failure, arthritis, diabetes, and hypertension) that are 

highly prevalent in the enrolled populations; 

"(iii) systems and protocols to track enrollees through 

hospitalizations, including pre-admission planning, concurrent 

8 management during Inpatient hospital stays, and post-discharge 

assessment, planning, and follow-up; and 

"(iv) standardized patient educational materials for specified 

11 diseases and health conditions. 

12 .' "(D) QUALITY IMPROVEMENT.--Each site of the demonstration shall 

13 implement, on an annualized basis-

14 ' "(i) standardized enrollee satisfaction surveys; 

15 "(ii) reporting on specified quality indicators for the enrolled 

16 population. 

17 "(E) ANNUALIZED BASis.-For purposes of this paragraph, the term 'on an 

is annualized basis' means, with respect to such 15-month period, not more than 

19 once during such period. 

20 "(c) EVALUATION.--

21 "(1) PRELIMINARY REPORT.—Not later than July 1, 2001, the Secretary of Health 

22 and Human Services (hereafter in this section referred to as the 'Secretary') shall submit 

23 to the Committee on Ways and Means and the Committee on Commerce of the House of 

24 Representatives and the Committee on Finance of the Senate, a preliminary report that-

25 "(A) evaluates the demonstration project for the period beginning July 1, 

26 1 997 and ending December 31, 1999, on a site-specific basis with respect to the 

27 Impact on per beneficiary spending, specific health utilization measures, and 

28 enrollee satisfaction; and 

29 "(B) includes a similar evaluation of the demonstration project for 

30 the portion of the extension period that occurs after September 30, 2000, 
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1 "(2) FINAL REPORT.--The Secretary shall submit a final report on the 

2 demonstration not later than July 1, 2002; Such report shall include the same elements 

3 as the preliminary report required by paragraph (1). 

4 "(3) METHODOLOGY FOR SPENDING COMPARISONS.-Any evaluation of the impact of 

5 the demonstration on per beneficiary spending included in such reports shall be based 

6 . on a comparison of-

7 "(A) data for all individuals who-

8 "(i) were enrolled in the demonstration as of the first day of the 

9 period under evaluation; and 

10 "(ii) were enrolled for a minimum of 6 [REVIEW: consecut/ve] 

11 months thereafter; with 

12 "(B) data for a matched sample of individuals who are enrolled under part 

n B of title XVIII of the Social Security Act and are not enrolled in the 

u demonstration, or in a Medicare+Choice plan under part C of such Act, a plan 

is offered by an eligible organization under section 1876 of such Act, or a health 

16 care prepayment plan under section 1833(a)(1)(A) of such Act.". 

17 (b) EFFECTIVE DATE.—The amendments made by subsection (a) shall be effective as if 

18 included in the enactment of section 532 of the Medicare, Medicaid, and SCHIP Balanced 

19 Budget Refinement Act of 1999 (42 U.S.C. 1395mm note), as incqrpbrated by reference into 

20 Public Law 106-113. 
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AMERICAN NURSES ASSOCIATION 

TO: Barbara Woolley 

FROM: Marjorie Vanderbilt 

DATE: June 16, 2000 

RE: Community Nursing Organizations 

Pursuant to our recent conversations, attached is a one-page outline of changes to the Community 
Nursing Organization (CNO) Demonstration Project which the CNO four sites believe would 
reduce expenditures. 

I hope this is helpful to you. As always, I appreciate your assistance. As you know, the future of 
the CNO demonstration project ia of tremendous importance to ANA and to nursing. 

Many thanks for your help. 

Attachment 
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CNO Model for Continuation 

The Community Nursing Organization (CNO) is a nurse-managed health cara delivery system that has bean in 
operation as a demonstration in Arizona. Illinois, Minnesota, and New York for over 5 years. The CNOs are 
capitated for a subset of outpatient care Including Home Health, medical equipment and supplies, and outpatient 
physical, occupational, speech and psychological therapies. Registered nurses assist members by developing a 
plan of care, arranging needed services, monitoring members' health problems, educating members and their 
families, and collaborating with other healthcare providers, Effective October 1,2000 the CNOs will adopt a more 
uniform approach that focuses on the following design and model enhancements In addition to a reduction In 
capitation which should ensure budget neutrality and high quality care for enrolled Medicare members. 

Health Risk Assessment 
• Implement a standardized process for health risk assessment and reporting at enrollment and annually which 

would stratify membership into well, moderate, and at risk. 

Enrollment 
• Maintain currently enrolled population. 
• Eliminate the site cap on enrollment to maximize the opportunity for efficient processes and to optimize the 

impact on healthcare services. 
• Institute targeted enrollment criteria which would Include enrolling only those who screen as "moderate" and "at' 

risk" at time of initial application. 

Clinical 
• implement protocols for telephonic, office, home-based contact with enrollees based on a standardized written 

assessment and cara planning approaches. 
• Implement disease management programs for targeted diseases highly prevalent in the enrolled population, 

such as Congestive Heart Failure, arthritis, diabetes and hypertension. 
> Implement proactive systems and protocols to track patients through hospitalizations to include pre-admission 

planning, concurrent management and post discharge assessment, planning and follow up. 
• Implement standardized patient education materials for specified diseases/ health conditions. 

Service PacKafle 
• Receive a monthly Case Management fee only for "moderate" and "at risk" members. 
• Implement beneficiary "lock-In"' as with Medicare+Choice plans. 

Finance 
• Implement on October 1, 2000 a reduction in the base capitation rate for Arizona 10%, New York 15%, 

Illinois 10%, and Minnesota 10%. 

• Implement a work group with HCFA, CNO sites, and actuarial consultants who could assist in a more thorough 
review and revision of the CNO financial model by the end of CY 2001. 

Quality Improvement 
' Implement annual standardized patient satisfaction surveys. 
• Implement annual reporting on specified quality indicators for the enrolled population. 

Evaluation 
• Conduct a retrospective evaluation of the "current" CNO that would cover the time period of July 1, 1997 - July 

1,2000. The evaluation sample would consist of all CNO members who were enrolled as of 7/1/97 and 
remained enrolled a minimum of 6 months as compared to a Medicare fee-for-service matched sample. 
Statistical adjustments would be made for all outcomes (including age, gender, race, risk status of the 
population, disability, and inflation). The evaluation would determine the CNO's Impact on program spending, 
specific health utilization measures, and enrollee satisfaction. A preliminary report would be due to Congress 
July 1,2001. 

• Conduct an evaluation of the "new CNO" which would cover the time period October 1. 2000 — December 31, 
2001. The evaluation sample would constat of all CNC members who ware enrolled as of 10/1/00 and remained 
enrolled a minimum of G months as compared to a Medicare fee-for-service matched sample. Evaluation 
components will remain as identified In the retrcspective evaluation. A preliminary report would be due to 
Congress on July 1. 2001 and a final repon July 1. 2002. 
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Budget Neutral Rate Method > logy 

CNO Rate Tables 

Abt Associates provided Medide re expenditures on a per member per month basis (PMPM) for 
members of the treatment and Jc ntrol groups for each CNO site (for 36 months after enrollment). 
Abt produced PMPM expenditUes for: only those services provided by the CNO sites; Medicate 
services provided outside the < 
Medicai e services (CNO and n > i-CNO services). 

The rate table uses the correcte I 
versus a control group from th 
continuing the cutrent paymen 
current rate would apply throu; 
equaling 15 percent of the full 
October 2000, we further reduc^ 
the full reduction and to recai 
full reduction. 

pti 1 5 

outpatient services. This comp; 
from the case management pro 

O service delivery system for enrolled beneficiaries; and total' 

results of the comparisons of CNO participants' use of services 
i valuation study conducted by Abt Associates;, Inc. We propose 
ifites through June 2000 (previously, we told the sites that the 

May). We then apply a moderate reduction to the payment rates 
: efiuction for the period July through September 2000. Beginning 

the payment rates on a graduated quarterly basis in order to apply 
any overpayments resulting from delaying the application of the 

This method uses the comparis >ji of the utilization of all Medicare services including hospitals and 

The actual payments to the pi 
payment is adjusted for health 

ai s will be higher than shown in the table because a portion of the 
5 tfttus. 

son captures reductions in non-demonstration services that result 
ed by the plans. 

Method discussed at April 111 Weting 

Using Abt Associates infoimat J i from the evaluation study, we calculated the difference between 
the cost of the CNO services reft; ived between the treatment and comparison groups, reduced the 
respective CNO rates by the pe c entage differences, and trended the new base rates (as well as the 
add-on case-management capit; t on) forward using OACT trend factors. Since the fully reduced 
rates represented reductions of i\ most 50 percent in 3 of the 4 sites, we wanted to construct a 
mechanism that would grant th sites time to adjust to the lower rates. As such, the sites were to be 
paid their 1999 rates through Ma y 2000 and then we intended to begin a series of gradual and equal 
reductions every 2 months until! lie fully reduced rate is reached in December 2000. The rates were 
to be further reduced on a bi-m|>i thly basis throughout 2001 in order to recapture the overpayments 
that occurred during 2000 due t|) the delay in implementing a reduction plan until June. 

It is unfortunate that the materii contained an error. We have been working closely with our 
contractor since this matter was (failed to our attention. The contractor identified a clerical mistake. 
Specifically, data on CNO cov< services were transcribed incorrectly from spreadsheets. 

5/3/00 
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Jan - June 2000 $ 71.41 $ 72.46 $ 68.76 $ 77.25 
July - Sept 2000 $ 68.58 $ 67.95 $ 63.49 $ 71.58 
Oct - Dec 2000 $ 49.13 $ 36.99 $ 26.80 $ 32.55 
Jan - Mar 2001 $ 41.52 $ 28.01 $ 7.55 $ 15.88 
Apr - June 2001 $ 37.96 $ 22.35 $ 7.55 $ 10.00 
Jul - Sept 2001 $ 34.40 $ 16.69 $ 7.55 $ 10.00 
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Tnnimed expenditures, as desc 
expenditures for CNO services a|-i 

d in Section 8.2, are also shown in the table. Although tnmmed 
8-15 percent lower than total expenditures for these services, they 

are nevertheless greater than exp s iditures for the control group in every instance. 

Table 8.1: Medicare Expend|t|re per Person per Month, 36 Months after Random 

Assignment 

Al! randomized benefi­
ciaries 

Randomized controls 
and currently-enrolled 
treatments 

Tpjtal Medicare expenditure per month 

Carte-/IL Carondelet-AZ LAH-MN 

C 

T 

C 

VNS-NY 

Services not covered by CN 

All randomized benefi­
ciaries 

Randomized controls 
and currently-enrolled 
treatments 

T 

. C 

T 

C 

65 [$355] $474 [$462] $429 [$423] $806 [$786] 

15 $437 $363 $712 

[$345] $474 [$459] $411 [$403] $805 [$781] 

15 $437 $363 $712 

Carle-IL Carondelet-AZ LAH-MN VNS-NY 

CNO-covered Services 

All randomized benefi­
ciaries 

Randomized controls 
and currently-enrolled 
treatments 

T 

C 

: T 

Note: Trimmed expenditures 
are population averages 

Figure 8.1 shows the time 
individuals assigned to the 

Abt Associates Inc. 

$285 

$280 

$272 

$280 

$379 

$385 

$375 

$385 

$345 

$332 

$325 

$332 

$654 

$619 

$639 

$619 

Carle-IL Carondelet-AZ LAH-MN VN$-NY 

fcr 

$80 [$70] $95 [$83] $84 [$78] $152 [$132] 

$35 $52 $31 $93 

$86 [$73] $99 [$84] $86 [78] $166 [$142] 

$35 $52 $31 $93 
xoatment group appear in brackets. All figures are in 1997 dollars. These 

i II differences are statistically significant. 

path! of cumulative Medicare expenditure per-person per-month for 
trejtfient and control groups for each sue. At each site, the discrepancy 

Medicare Expenditures 127 



05/04/2000 12:35 410-786-1048 

ffttldL : <fc> ©wot 
HCFA CHRP PDIG PAGE 05/05 

desc i ̂ ed Trimmed expenditures, as 
expenditures For CNO services 
are nevertheless greater than e: 

in Section 8.3. are also shown in the table. Although trimmed 
dj-e 8-15 percent louer than total expenditures for these services. ihe\ 
f enditures for the control group in every instance. 

Table 8.1: Medicare Expentfi 
Assignment 

All randomized benefi- T 
ciaries 

Randomized controls 
and currently-enrolled T 
treatments 

ure per Person per Month, 36 Months after Random 
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357 [$345] $474 [$459] $411 [$405] $805 [$7fi2] 

Figure 8.1 shows the time pi 
individuals assigned to the t 
berween the treatment and 

^ A b t Associates Inc. 

of cumulative Medicare expenditure per-person per-month for 
dktment and control groups for each site. At each site, the discrepanc> 

c|)|iitrol groups is quite small in the initial months following randomization. 

Medicare Expenditures 
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MEMORANDUM 

TO: Barbara Woolley 
White House Office of Public Liaison 

FROM: Marjorie VandcrbUt ^ ^ Y ^ - ' 
Director, Government Affairs* 
American Nurses Association 

DATE: April 12,2000 

RE: Meeting on Friday, April 14,2000 

In preparation for the meeting with officials from OMB and HCFA at 2:00 PM on Friday, April 
14 to discuss current issues involving Ae four community nursing organizations, set forth below 
is the mformation you requested on the participants in that meeting: 

1) Marjorie W. Vanderbilt 

2) Sheila Abood 

-P6/(b)(6)' 

3) Tori Gorman 

4) Gerri S. Lamb 

; ;^ ;P6/(b)(6) ' ' 

5) Joyce Hospador 

.i>iP6/(i 

Loo 2A 

6) Cheryl Schraeder 
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Ifyou have any questions, or if I can provide any additional information, please give me a call. 

As always, I appreciate your assistance. I looking forward to hearing from you as to the room 
where the meeting will occur as well as the participants from HCFA as well as OMB. 

Thanks very much. 
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SUITE 100 WEST 

WASHINGTON, DC 20024-2571 

202 651 -7000 • FAX: 202 651 -7001 

http://www.nursingworld.org 

BEVERLY L. MALONE, PHD, RN, FAAN 

PRESIDENT 

DAVID W. HENNAGE, PHD, MBA 

EXECUTIVE DIRECTOR 

TO: Christopher C. Jennings 

Deputy Assistant Secretary to the President for Health Policy 

'Barbara Woolley 

Special Assistant to the President and Associate Director 
White House Office of Public Liaison 

FROM: Marjorie W. Vanderbilt - 651-7085 
Director, Government Affairs 
American Nurses Association 

SUBJECT: Community Nursing Organizations 

DATE: September 29, 1999 

Pursuant to our meeting of September 9,1 wanted to bring you up to date on the Congressional 
efforts to reauthorize the Community Nursing Organization (CNO) demonstration project. 

In 1987, Congress authorized four CNO demonstrations to test the efficacy of capitated nursing 
delivery organizations at providing quality services outside the nursing home setting. CNOs 
serve Medicare beneficiaries in home and community-based settings under contracts that provide 
a fixed, monthly capitation payment for each beneficiary who elects to enroll. Additional 
information on the CNOs is attached. 

At the end of this year, the three-year authority expires for these effective projects, which serve 
approximately 7,000 Medicare beneficiaries in Arizona, Illinois, Minnesota and New York,. To 
conduct a thorough study of CNOs with valid outcomes to assess, it is necessary to extend the 
work of the four projects. Results from a comprehensive study will allow Congress and HCFA 
to assess the viability of offering Medicare CNO services permanently. More importantly, 
extending the projects allows beneficiaries to remain in their homes while containing 
Medicare costs. 

To continue the work of the CNOs, bipartisan legislation (H.R. 1999/S. 1550) has been introduced 
in the House and Senate to extend the demonstration authority for the four CNOs for three years. 
In the past, the Congressional Budget Office has estimated that the budgetary impact of this 
proposal would be negligible. In addition, we are currently working to have language included in 
the Committee reports accompanying the Labor-HHS Appropriations bill for Fiscal Year (FY) 
2000. 

T H E US MEMBER OF T H E INTERNATIONAL COUNCIL OK NURSFS • AN EUUAL OmmnjNiTY EMPLOYER 



Christopher C. Jennings 
Page 2 
September 29, 1999 

If there is not definitive action by October 1, 1999, HCFA has indicated that the CNOs will have 
to begin their phase-down process. In other words, if Congressional action has not occurred by 
October 1, the sites will no longer be permitted to accept new enrollments and must begin the 
necessary phase-down procedures. A copy of this directive is enclosed. In addition, I have 
enclosed copies of letters to HCFA from Rep. Jim Ramstad (R-MN) and Sen. Paul Wellstone (D-
MN) in response to the HCFA directive. 

The extension of the CNO demonstration project is one of ANA's top priorities. 

It is imperative that the CNO demonstration project be reauthorized and that the CNOs 
receive a clear indication from HCFA by October 1,1999 that the project will be 
reauthorized. The White House was very helpful in this regard in 1996. ANA would 
appreciate any assistance you can provide at this time. 

Enclosures 
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Community Nursing Organization Demonstration 

Background 

In 1987, Congress passed Community Nursing Organization (CNO) legislation directing the 
Health Care Financing Administration to design and test a new model of community-based care 
for Medicare beneficiaries. The current CNO demonstration program, which was extended in the 
Balanced Budget Act of 1997, provides services to more than 10,000 Medicare beneficiaries. The 
four participating CNO sites vary in structure and setting. 

1. Carle Clinic, Urbana, IL, is a large medicai group practice serving a primarily rural 
population. 

2. Carondolet Health Services, Inc., Tucson, AZ, is a hospital-based organization. 
3. Visiting Nurse Service of New York, NY, NY, is a non-profit certified home health agency. 
4. Living at Home/Block Nurse Program, Minneapolis, MN, is a joint venture between a 

community-based non-profit nursing program and an accredited home health agency. 

Over the past year, the CNOs have worked together to analyze their experience and refine the 
CNO model for the future. The intent of this document is to share our findings and insights with 
members of Congress and other key stakeholders in this Medicare program. 

Anaivsis of CNO Data 

The analysis reported in this paper, sponsored by the ANA, utilized data collected by Abt 
Associates, the evaluation contractors for the CNO demonstration. The HCFA evaluation, 
conducted by Abt Associates, used an experimental design in which program applicants were 
randomly assigned to treatment and control groups. Costs and use of Medicare-covered services 
were compared for CNO and control group members. The secondary analysis, conducted by the 
CNO's and described in this paper, focused on high-cost and high volume services, including 
hospitalization, emergency room utilization, skilled nursing facility stays, and 
outpatient/physician visits with one goal of identifying predictors of higfr-cost utilization. 

Results: Medicare Service Use and Costs for CNO Members 

Positive results have been obtained across sites despite varying markets reflecting high to low 
penetration of managed care and diverse settings operating in rural to urban environments. A 
nurse partner who works with the member to resolve problems and coordinate appropriate 
services and care across settings has been the primary intervention. Between 1994 and 1996, one 
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or more of the CNO sites showed reduced costs and/or reduced use of the higher cost services 
impacted by the CNO (e.g. hospitalizations, emergency room use, outpatient/physician visits.) 

Arizona showed their treatment group, compared to their control group, had: 
1. Fewer hospital admissions in 1994,1995 and 1996 
2. Shorter hospital length of stay in 1994,1995 and 1996 
3. Fewer emergency room events and less emergency room expenditure in 1996 
4. Less outpatient expenditure in 1994,1995 and 1996 
5. Less hospital "short stay" expenditure in 1994, 1995 and 1996 
6. Less skilled nursing facility expenditure in 1994,1995 and 1996 
7. Equivalent non CNO covered services* expenditure in 1996 

Illinois showed their treatment group, compared to their control group, had: 
1. Fewer hospital admissions in 1994,1995 and 1996 
2. Shorter hospital length of stay in 1995 and 1996 
3. Less hospital "short" and rehabilitation/ psychiatric "long" stays expenditure in 1996 
4. Less skilled nursing facility expenditure in 1994, 1995 and 1996 
5. Equivalent "non CNO covered services" expenditures in 1995 and 1996 

Minnesota showed their treatment group, compared to their control group, had: 
1. Fewer hospital admissions in 1996 
2. Shorter hospital length of stay in 1996 
3. Less outpatient expenditure in 1996 
4. Less emergency room expenditure in 1996 
5. Less short and long stays expenditure in 1996 
6. Less "non CNO covered services" expenditure in 1996 

New York showed their treatment group, compared to their control group, had: 
1. Fewer hospital admissions in 1996 
2. Shorter hospital length of stay in 1996 
3. Less outpatient and ER expenditure in 1996 
4. Less short and long stay expenditure in 1996 
5. Less skilled nursing facility expenditure in 1996 
6. Less "non CNO covered services" expenditure in 1996 

Targeting Members at Risk 

Through the analysis, predictors of high Medicare costs were identified. These will be utilized 
by the CNO sites to allow for improved and efficient screening and allocation of resources for 
CNO enrollees during a continuation of the program. Predictors of high Medicare costs were 
identified using regression analysis. The HCFA evaluation of the CNO demonstration included 
extensive data about member characteristics, their health status and chronic illnesses, and their 
pattern of using health care services. Various predictive models were tested to find the set of 
factors that would most accurately identify "true" high risk individuals. 

*non CNO covered services include hospital, emergency room, physician services 



Members who are more likely to use high-cost Medicare services can be prospectively identified 
by a small set of characteristics. Perceived health status, the number of hospitalizations and 
emergency room visits within the previous six months, and the presence of specific chronic 
health care conditions are predictors of increased utilization of high-cost Medicare services. 

The analysis demonstrated that a number of predictive models are successfid in identifying true 
high-risk individuals. Each high-risk member, by definition, has a greater probability of spending 
significantly more Medicare dollars. The ability to accurately target these members and link them 
with a nurse partner to coordinate their care suggests the potential for considerable cost savings. 

Goals for the CNO Extension 

The goal for the extension of the CNOs is a refined model for home and community-based care 
utilizing nurses as care managers. 

Objectives for the extension: 

1. Continue the existing four demonstration sites using the current risk adjustment for three 
years 

2. Determine, refine and transfer "best practices" from sites that have reduced cost and use of 
high-cost Medicare services. 

3. Utilize predictors of high service use and costs to target selective allocation of nurse case 
management services and application of other care coordination best practices. 

4. Assign highest priority to members predicted to be among those in the highest 25% of 
expenditures. 

5. Test whether the targeting of CNO resources to high-risk members will reduce costs 
associated with expensive service use. 

6. Refine procedures for coordinating CNO services with primary care providers. 

7. Develop and refine processes for managing chronic illness. 

8. Refine and test a new payment model. 
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DEPARTMENT OF HEALTH S. HUMAN SERVICES Health Care Financing Administration 

7500 SECURITY BOULEVARD 
BALTIMORE MD 21244-1850 

JUL I 9 ISS9 

Dear CNO Site Director: 

Thank you for submitting Community Nursing Organization (CNO) program phase down pians 
to us. This letter is to inform you of some activities, time lines, and dates which will be 
necessary to adhere to as we proceed through the phase down process of the CNO 
Demonstration. These dates and timelines will be consistent across sites. 

Marketing 

All marketing activities should be curtailed by September 15, 1999. 

Beneficiary and CNO Contract Provider Notifications 

The Medicare beneficiaries and providers under contract with the CNO should be given written 
notificationnq later than October 1.199 .̂ that the CNO demonstration ends on December 31, 
1999. This is necessary to provide adequate time to prepare and assist beneficiaries in 
transitioning to other providers. Also, all CNO contract providers should be reminded to 
submit their bills to the CNO no later than FebruarylS^QOO. _ 

Enrollments 

The last date for any new (first time) enrollments will be October I, 1999. Reenrollments will 
be accepted up to and including December 1 as long as they are informed thai the 
demonstration ends December 31, 1999. 

Reassessments 

Reassessments can be conducted up to December 31, 1999, to avoid'HCFA setting cells for 
missed assessments. 

Disenrollments 

Continue to submit disenrollments as usual using reason codes 01 through 11. After HCFA 
processes the sites' last diskette, HCFA wiil globally assign a disenrollmenr date of 12G1/99 
and a reason code designated for the demonstration end for those beneficiaries who have not 
been disenrolled for another reason. 

Racsipt of Final Para 

March 15, 2000, wiil be the last day for HCFA to receive data (enroilmems, reassessments, 
disenrollments, ceil changes). 
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Receipt of Final Cost Report 

A final cost report is due in HCFA by June 1, 2000. 

Payments 

Since October 1 is the last day we will accept new enrollments, October will also be the last 
month we will pay on an estimate of your enrollments. We need to hold back some payments 
until the monthly reconciliations and 1998/1999 Out-of-Plan adjustments are made. We 
suggest that your enrollment figures from now until October be as accurate as possible to 
avoid overpayments. We hope to complete the monthly recondliations and the 1999 Out-of-
Plan Adjustments by May 2000. 

Personnel 

Since we estimate May 2000 for HCFA to complete final processing of data and payments, we 
hope that appropriate staff will be retained to assist us until the end. 

September 15, 1999 

October 1, 1999 

November 1999 

December 1999 
December 1, 1999 
Decembers!, 1999 

January 2000 

February 2000 
February 15, 20C0 

March 2000 
March 15. 2000' 

Recap of Timetable 

Curtail marketing activities. 

Last dare to notify beneficiaries/contract providers of 
demonstration end date. 
Last day to accept new enrollments. 
Last month for receiving enrollment payments. 

No payment for enrollments; June 1999 reconciled. 
^1998 OOPS adjustment̂  

it-

No payment for enrollments; July 1999 reconciled. 
Last day to accept reenrollments. 
Last day for reassessments. 

August 1999 recondied. 

September 1999 reconciled. 
Last day for CNO contracted providers to submit bills :o CNO. 

October 1999 recondied. 
Final receipt cf data submirted to HCFA. 
HCFA globally assigns 12/31/99 disenrollment date and reason 
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code for beneficiaries not otherwise disenrolled. 

April 2000 November 1999 reconciled. 

May 2000 December 1999 reconciled. 
(J999 OOPŜ adjustment̂ ) 

June 1,2000 Cost Report due. 

Please stick to the above dates and timdines as indicated. These timelines cannot be extended but 
tasks under them can be completed earlier. We appreciate all your hard work and effort in the 
CNO Demonstration over the last six years. Should you have questions, please contact me at 
(410) - 786-6654 or Sharon Norman at (410) - 786-6553. 

Thomas Theis 
Project Officer 
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Augual3l. 1999 

Mr. Mike Hâ h 
Deputy Adtrinisirator 
Health Care Financing Adnuntstnutoa 
Ocpartnwnt of Health and Huotaa Services 
Hubert H. Humphrey Building. Room 3OT-C 
200 Independence Avenue!, SW 
Washington. O.C. 2020 { 

Dear Mr. Hash: 

l recently introduced H.R. 1999, a bill to extend the Medicare Communhy Nursing Organizaiion 
demorutraxions tor another three years. It builds on ihe language in the Balanced Budget Act, 
which [ championed, to comiw this effisciive and popular Medicare option. Just like last 
Congress. H.R. 1999 has garnered bipartisan support and 1 an optimistic about passing the bill 
this year. 

As you know, all of die CNO atca received a Jerter dated July 19. 1999 outlining the lime table 
for tenninsiing tbe program, litis current phaae-down schedule wilt require current beneficiaries 
to voluntarily leave the program or not be reassessed by the four sites. This wilt also negativdy 
impact thn sites' ability to maintain their current nursing stiff - the very nurses who have 
developed the key rdaiiauships with patient* that nake the program such a success 

That's why I am respectfully retjuesting HCFA to issue a revised disenrollment date of November 
I . 1999. This date will allow Congress to complete its ddiberations and reach a tiunscnsus on 
extending the CNO demonstnuions. Should Congress not extend the demonstnuion auihuricy. 
HCFA would stifiJ5c able to terminate the programs by rhe scheduled date 

Thank you :br your attention and consideration s>f this request. J luok lurward ;o your iimeiv 
respunse. 

Sincerely. 

JIM rUfrVSTAD 
Member af Congrats 
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Enitd StatQ Senate 
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Nancy-Ann Min DeParle, Adnrinfarator 
Health Care Financing Administtadon 
200 Ihdq?cndeace Avenue, SW 
RoomSK-G 
Washington, DC 20201 

Dear Ms. Mia DeParle: 

Ai you may know, I receady inooduced S. 1550, a bill to extend certain Medicare conanunity 
ouxsi&s civilization dcaionstzadon projects for an additional three years. 

While these is significant bi-partisan vuppmt in Congres for extending the Community Nursing 
Organizaiion (CNO) piuĝ m beyond the current expiation date of December 31,1999,1 am 
T * 1 HI ̂  fh*t Trjvi-^niTfrit-^ iArmt rfrg a inh'riiiiliCTT of the dCTOWSfrafmn wil l w i n affi-prrfay-

lo-day managgnaent and services provided to the Medicare bens&cianes carolled ia the four CNO 
programs. 

It i* quite possible that the CNO demonstration projects will not be extended until the final days 
of the first sesxicn of tbe 106th Congress* in laa; October or eariy November. Nonctheiess, 
because of HCFA's proposed phase-dows timetable, a significant nmnber of Medicare 
beneficiaries will have either voluntarily kft the pjogrm or not have been jeassessedst the Ssur 
sixes as part of the phase-down process. Such unccrramty will negatively unpact the sites' ability 
to maimaio their carrent ganang stafE who have developed long-standing relationships with 
program participants. 

Consequently, I am requesting that any notice of phase-down be delayed until the outcome of the 
Iqpsla&ve ddiberations is knowB. Each CNO sits received the enclosed romrrmroraticn from 
HCFA dated July 19.1999, which outlines the timetable to be fitfowed m the absence of 
enactment of legisiatioa to extend fee CNO programs. A revised disenrollment date of 
November 15,1999, weald allow Congress tn complete deliberations and reach consensus on 
extending this important deaxonstneon project. *' 

I appreciate your piompt considezatian and response to sy concerns about the Medicare 
Community Nursing Oigsnizsdon demonstration ptojecs. 

Sincerriy, 

tLuuttu^— 
Paul D. Wdlstone 
United States Seastcr 


