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may now be posted to the Internet. 
 
SUBJECT:  Affordable Care Act (ACA) Bundled Payments for Care Improvement Initiative Model 1-
Beneficiary Exclusion Criteria 
 
I. SUMMARY OF CHANGES:  This Change Request prepares Part A systems for the nearing implementation 
of the Bundled Payments for Care Improvement initiative.  This CR is defining the criteria for exclusion of 
beneficiaries with end-stage renal disease (ESRD); and inpatient stays where Medicare is not the primary payer. 
 
 
EFFECTIVE DATE:  October 1, 2013 
IMPLEMENTATION DATE:  October 7, 2013 - Final Implementation 
 
Disclaimer for manual changes only: The revision date and transmittal number apply only to red italicized 
material. Any other material was previously published and remains unchanged. However, if this revision 
contains a table of contents, you will receive the new/revised information only, and not the entire table of 
contents. 
 
II. CHANGES IN MANUAL INSTRUCTIONS: (N/A if manual is not updated) 
R=REVISED, N=NEW, D=DELETED 
 

R/N/D CHAPTER / SECTION / SUBSECTION / TITLE 

N/A  
 
III. FUNDING: 
For Fiscal Intermediaries (FIs), Regional Home Health Intermediaries (RHHIs) and/or Carriers: 
No additional funding will be provided by CMS; Contractors activities are to be carried out with their operating 
budgets 
 
For Medicare Administrative Contractors (MACs): 
The Medicare Administrative Contractor is hereby advised that this constitutes technical direction as defined in 
your contract. CMS does not construe this as a change to the MAC statement of Work. The contractor is not 
obliged to incur costs in excess of the amounts allotted in your contract unless and until specifically authorized 
by the Contracting Officer. If the contractor considers anything provided, as described above, to be outside the 
current scope of work, the contractor shall withhold performance on the part(s) in question and immediately 
notify the Contracting Officer, in writing or by e-mail, and request formal directions regarding continued 
performance requirements. 
 
 



IV. ATTACHMENTS: 
 
One Time Notification 
 
*Unless otherwise specified, the effective date is the date of service. 



Attachment - One-Time Notification 
 

Pub. 100-20 Transmittal: 1222 Date: May 2, 2013 Change Request: 8074 
 
NOTE:  This Transmittal is no longer sensitive and is being re-communicated 01-24-2014.  The 
Transmittal Number, date of Transmittal and all other information remain the same.  This instruction 
may now be posted to the Internet. 
 
SUBJECT: Affordable Care Act (ACA) Bundled Payments for Care Improvement Initiative Model 1-
Beneficiary Exclusion Criteria 
 
EFFECTIVE DATE:  October 1, 2013 
IMPLEMENTATION DATE:  October 7, 2013 - Final Implementation 
 
I. GENERAL INFORMATION   
 
A. Background:  The Affordable Care Act (ACA) provides a number of new tools and resources to help 
improve health care and lower costs for all Americans.  Bundling payment for services that patients receive 
across a single episode of care, such as heart bypass surgery or a hip replacement, is one way to encourage 
doctors, hospitals and other health care providers to work together to better coordinate care for patients both 
when they are in the hospital and after they are discharged.  Such initiatives can help improve health, improve 
the quality of care, and lower costs. 
 
The CMS is working in partnership with providers to develop models of bundling payments through the 
Bundled Payments for Care Improvement initiative.  On August 23, 2011, CMS invited providers to apply to 
help test and develop four different models of bundling payments. In Model 1, the episode of care is defined as 
the acute care hospital stay only.  Applicants for this model will propose a discount percentage which will be 
applied to payment for all participating hospitals’ DRGs over the lifetime of the initiative.  Participating 
hospitals may gainshare with physicians any internal hospital savings achieved from redesigning care if they 
can reduce hospital costs for the episode below the discount provided to CMS as part of their agreement.  This 
model will require that payment policy changes are applied to included beneficiaries beginning in early 2013. 
 
B. Policy:  For hospitals participating in Model 1 of the Bundled Payments for Care Improvement initiative, 
all beneficiaries will be included in Model 1 episodes of care except for those beneficiaries who have Medicare 
as a secondary payer and those with end-stage renal disease. 
 
II. BUSINESS REQUIREMENTS TABLE 
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8074.1 CWF shall verify a beneficiary's eligibility for each 
Model 1 claim as follows: 
 

         X  
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1. Beneficiary is eligible for Part A 
 

2. Beneficiary does not have End Stage Renal 
Disease; 
 

3. Medicare must be the primary payer 
 

8074.2 CWF shall reject the claim if any of the above 
beneficiary eligibility conditions are not met. 
 

         X  

8074.3 Contractors shall append condition code “B1” if any of 
the above beneficiary eligibility conditions are not met, 
remove demo code ‘61’ and continue processing as it 
would in the absence of Model 1. 
 
"Condition code B1: Beneficiary ineligible for 
demonstration program" has been approved by the 
National Uniform Billing Committee to be used for 
these demonstrations effectively 10/1/2001. 

X   X   X     

 
III. PROVIDER EDUCATION TABLE 
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IV. SUPPORTING INFORMATION 
 
Section A:  Recommendations and supporting information associated with listed requirements: N/A 
Use "Should" to denote a recommendation. 
 
X-Ref  
Requirement 
Number 

Recommendations or other supporting information: 

 N/A 
 

 
Section B:  All other recommendations and supporting information: CR 7711: Affordable Care Act (ACA) 
Model 1 Bundled Payments for Care Improvement Initiative - Implementation of New Fields for the Inatient 
Provider Specific File (PSF) and Demonstration Codes 
 
V. CONTACTS 
 
Pre-Implementation Contact(s): Sarah Shirey-Losso, 410-786-0187 or sarah.shireylosso@cms.hhs.gov, 
Pamela Pelizzari, 410-786-5937 or pamela.pelizzari@cms.hhs.gov, Allison Weaver, 410-786-4924 or 
allison.weaver@cms.hhs.gov, Cami DiGiacomo, 410-786-5888 or cami.digiacomo@cms.hhs.gov 
 
Post-Implementation Contact(s): Contact your Contracting Officer's Representative (COR) or Contractor 
Manager, as applicable. 
 
VI. FUNDING  
 
Section A: For Fiscal Intermediaries (FIs), Regional Home Health Intermediaries (RHHIs), and/or 
Carriers: 
No additional funding will be provided by CMS; Contractors activities are to be carried out with their operating 
budgets 
 
Section B: For Medicare Administrative Contractors (MACs): 
The Medicare Administrative Contractor is hereby advised that this constitutes technical direction as defined in 
your contract. CMS does not construe this as a change to the MAC Statement of Work. The contractor is not 
obligated to incur costs in excess of the amounts allotted in your contract unless and until specifically 
authorized by the Contracting Officer. If the contractor considers anything provided, as described above, to be 
outside the current scope of work, the contractor shall withhold performance on the part(s) in question and 
immediately notify the Contracting Officer, in writing or by e-mail, and request formal directions regarding 
continued performance requirements. 
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