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I. Introduction/Model Overview 

This document provides a detailed description of the financial methodology and operational 
payment features of the Community Health Access and Rural Transformation (CHART) Model 
Community Transformation Track, hereinafter the “Community Transformation Track.” CHART 
furthers the CMS Innovation Center’s statutory mandate to test innovative payment and service 
delivery models to reduce program expenditures while preserving or enhancing the quality of care.  

A. Model Overview 

The CHART Model is a voluntary Alternative Payment Model (APM) that aims to harness the 
drive, creativity, and local expertise of rural communities and leverage national resources to 
improve access to high quality care for rural residents and increase rural provider financial 
sustainability.  

1. Community Transformation Track Key Components 
Community Transformation Track award recipients, known as Lead Organizations, received 
cooperative agreement funding from the Centers for Medicare & Medicaid Services (CMS) in 
October 2021. Beginning in the Pre-Implementation Period (October 1, 2021-December 31, 2022), 
Lead Organizations will recruit hospitals in their communities to participate in the Community 
Transformation Track. Participant Hospitals will be paid Capitated Payment Amounts (CPA), for 
eligible Medicare-covered services to Medicare beneficiaries residing in their defined Community, 
rather than typical Fee-For-Service (FFS) payments. Medicaid financial alignment is required and 
may be achieved through alignment of Medicaid FFS, Medicaid managed care plans, or both. 
Starting in Performance Year 2024, Participant Hospitals will be paid CPAs for eligible Medicaid-
covered services to Medicaid beneficiaries residing in the defined community, rather than typical 
FFS amounts. Non-Medicaid and non-Medicare payers are encouraged to join through multi-payer 
alignment and adopt the Community Transformation Track APM’s financial, operational, and 
quality processes.  

2. Community Transformation Track Aims 
The Community Transformation Track aims 
to catalyze transformation of rural health 
delivery systems through three foundational 
supports provided by the model. First, 
financial investment through cooperative 
agreement funding is intended to facilitate and 
accelerate community transformation. Second, 
to assist with on-going support for 
transformation efforts, each community’s 
Transformation Plan will map out health care 
delivery system transformation. Lastly, this 
track’s APM is structured around capitated 
payments that can support sustainability as well as transformation efforts by providing prospective, 
predictable payments.  
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The CPA provides Participant Hospitals with predictable and stable revenue streams that align with 
and support their contributions to the rural communities’ Transformation Plan efforts. Supported 
by predictable and stable revenue, Participant Hospitals may have increased capacity to allocate to 
care coordination, strategic planning, or reconfiguration of service lines. In contrast to FFS 
payments for individual hospitals, which reward increased volume of services, CHART’s CPA 
seeks to incent rural communities’ delivery system transformation (e.g., community partnerships, 
reduced rural bypass, service line optimization) and CHART Model goals. Participant Hospitals 
retain any remaining CPA funds following reconciliation, strengthening the incentive to decrease 
avoidable utilization and coordinate care for beneficiaries. This concept is depicted in Exhibit 1. 

Exhibit 1: Community Transformation Track Financial Concept 

 

3. Key Terms, Entities & Eligibility  
The following section introduces key entities and terms in the Community Transformation Track. 
Key Terms are always capitalized to indicate that they have a defined purpose in the payment 
calculation. In some cases, the same or similar words appear in lower case for the purpose of 
introducing a concept. 

Exhibit 2: Overview of Community Transformation Track Financial Terms 
Term Description 

Aligned Resident  

Residents that meet the Beneficiary Eligibility and Alignment 
requirements in Section II, Step 1. 
Note: Aligned Residents are aligned to each Community in 
both the Baseline Period and during each Performance Year 
and are referred to as Baseline Period Beneficiaries or 
Implementation Period Beneficiaries in the Hospital 
Participation Agreement. 
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Term Description 

Advisory Council  

A multi-stakeholder organization that plays an advisory role 
to Lead Organization on its funded activities, such as 
providing critical feedback in the development and 
implementation of Transformation Plans and assistance with 
collaboration efforts with Participant Hospitals, the State 
Medicaid Agency (SMA), and other key Community 
stakeholders. 

Acute Care Hospital  

A hospital that provides inpatient medical care and other 
related services for surgery, acute medical conditions, or 
injuries (usually for a short-term illness or condition) (defined 
as a “subsection (d) hospital” at section 1886(d)(1)(B) of the 
Social Security Act). 

Alternative Payment Model (APM) 

A payment approach that gives added incentive payments to 
provide high quality and cost-efficient care. APMs can apply 
to a specific clinical condition, a care episode, or a 
population. For purposes of the Quality Payment Program, 
APM is codified in 42 C.F.R. 414.1305. 

Baseline 

Time period used to summarize expenditures for Eligible 
Hospital Service and beneficiary months for Aligned 
Residents. Time periods will vary due to Coronavirus disease 
2019. Please see Appendix J for details. 

Base Capitated Payment Amount (CPA) 

Twice monthly payment to Participant Hospitals equal to the 
hospital’s share of the Community Benchmark, prior to any 
hospital specific adjustments. Please see Section II, Step 4 for 
more details. 

Claims Run-Out  

Time that elapses between when medical services are 
provided and when claims are processed by the Medicare 
Administrative Contractors (MACs) and available for use in 
Medicare databases such as the Chronic Conditions 
Warehouse and Integrated Data Repository. 

Community  

A geographic area that meets the following criteria: (1) a 
single or set of contiguous or non-contiguous counties or 
census tracts classified as rural, as defined by the Federal 
Office of Rural Health Policy’s list of eligible counties and 
census tracts used for its grant programs; and (2) a minimum 
of 10,000 Medicare Fee-For-Service (FFS) beneficiaries that 
must have their primary residence within the Community 
during the Pre-Implementation Period. 

Community Transformation Track  

An Alternative Payment Model track under the CHART Model 
that provides the Lead Organization funding and a 
programmatic framework to assess the needs of its 
Community, recruit Participant Hospitals, and implement 
health care delivery system redesign via a Transformation 
Plan. 
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Term Description 

Critical Access Hospital (CAH) 

A state that has established a Medicare Rural Hospital 
Flexibility Program may designate certain facilities as Critical 
Access Hospitals (CAH). CMS will then certify a state-
designated facility as a CAH if the facility meets certain 
requirements. CAHs receive cost-based reimbursement for 
most Medicare Part A and Part B services. Eligible Hospitals 
must, among other requirements, meet the following 
conditions to obtain CAH designation: 

1. Have twenty-five or fewer acute care inpatient beds 
2. Be located more than thirty-five miles from another 

hospital or CAH or 15 miles if mountainous terrain with 
only secondary roads (some exceptions apply) 

3. Maintain an annual average length of stay of 96 hours 
or less for acute care patients 

4. Provide 24/7 emergency care services 
CAHs are defined at section 1861(mm)(1) of the Social 
Security Act.1 

Demographic Adjustment 
Community benchmark is adjusted for changes in 
demographics (age, gender, Medicaid status) between the 
Baseline or Performance Years. 

Discount Factor  

A small percentage discount applied to the Capitated 
Payment Amount (CPA). The specific discount factor for a 
Community is determined by its total Medicare FFS revenue 
under the capitated payment arrangement at the 
Community-level. 

Distribution of Services 

Distribution of Services is the share of allowed amounts from 
claims for Eligible Hospital Services provided by the 
participant hospital prior to the Performance Year to Aligned 
Residents. The hospital-specific share is calculated using 12 
months of claims data ending five months prior to the 
Performance Year with three months of claims run-out.  

Eligible Hospital Services 

Selected Medicare Part A and outpatient facility services 
covered under Part B provided by hospitals regardless of 
participation status to Aligned Residents of the Community.  
Please see Section II, Step 1.3 for a complete definition. 

End-of-Year Capitated Payment Amount 
(CPA) 

Capitated Payment Amount that is calculated eight months 
after the end of the Performance Year to account for End-of-
Year Adjustments. Please see Section III for more 
information. 

 
1  U.S. Congress. United States Code: Social Security Act, 42 U.S.C. §§ 301- Suppl. 4 1934. Retrieved October 27th, 2021 

https://www.ssa.gov/OP_Home/ssact/title18/1861.htm 

https://www.ssa.gov/OP_Home/ssact/title18/1861.htm
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Term Description 

Federally Qualified Health Center (FQHC)  

Federally Qualified Health Center (FQHC) status is a Centers 
for Medicare & Medicaid Services (CMS) designation 
indicating eligibility for reimbursement using specific 
payment methodologies. Federally Qualified Health Center is 
defined in sections 1861(aa)(4) and 1905(l)(2)(B) of the Act.2 
The types of FQHCs include: 

1. Health Center Program award recipients that receive 
federal funding under section 330 of the Public Health 
Service (PHS) Act and entities receiving funding from 
such a grant as a subrecipient of the Health Center 
Program award recipient.  

2. Health Center Program look-alikes. Look-alikes do not 
receive federal funding under section 330 of the PHS 
Act; however, to receive look-alike designation and 
associated Federal benefits, look-alikes must meet the 
Health Center Program requirements.  

3. Outpatient health programs or facilities operated by a 
Tribe or Tribal/Indian organization under the Indian Self 
Determination and Education Assistance Act (Public 
Law 93-638) or by an urban Indian organization 
receiving funds under title V of the Indian Health Care 
Improvement Act for the provision of primary health 
services. 

The Health Resources and Services Administration (HRSA) 
administers grant funding (as applicable) and oversight of the 
first two types of FQHCs (Health Center Program award 
recipients and look-alikes), both of which must meet a 
stringent set of requirements. These requirements are 
detailed in the Health Center Program Compliance Manual.3 

Guardrails 

As a risk mitigation strategy, if actual utilization is lower or 
higher than specified thresholds, the Community Benchmark 
might be adjusted accordingly to protect Participant 
Hospitals from unexpected volatility outside of their control 
(e.g., bad flu season, Public Health Emergency). Please see 
Appendix F for more information. 

Hospital Prospective Capitated Payment 
Amount (CPA) 

Twice monthly payment that is the Base CPA after 
adjustment for hospital-specific factors such as those that are 
part of IPPS/OPPS (e.g., wage index) or related to certain 
types of hospitals such as Critical Access Hospitals. 

 
2  U.S. Congress. United States Code: Social Security Act, 42 U.S.C. §§ 301- Suppl. 4 1934. Retrieved October 27th, 2021, 

https://www.ssa.gov/OP_Home/ssact/title18/1861.htm 
3  Health Center Program Compliance Manual (n.d.). Health Resources & Services Administration. Retrieved July 1, 2021, from, 

https://bphc.hrsa.gov/programrequirements/compliancemanual/introduction.html  

https://www.ssa.gov/OP_Home/ssact/title18/1861.htm
https://bphc.hrsa.gov/programrequirements/compliancemanual/introduction.html
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Term Description 

Integrated Data Repository (IDR)  

All data used for the Community Transformation Track 
financial calculations is housed within the IDR. The IDR 
contains the following data sources: 
 Claims Data: Contains person-level Medicare FFS claims 

data submitted by Medicare providers for payment for 
services provided to Medicare beneficiaries. This data is 
sourced from the National Claims History (NCH) and is 
updated on a weekly basis. 

 Eligibility Data: Contains beneficiary eligibility data, 
including Medicare Advantage (Medicare Part C) and 
Prescription Drug Program (Medicare Part D) plan 
enrollment data. This data is sourced from the CMS 
Common Medicare Environment (CME) and is updated 
daily. 

 Provider Data: Contains information about providers 
that is sourced from both Provider Enrollment, Chain, 
and Ownership System (PECOS) and National Plan and 
Provider Enumeration System (NPPES). 

Lead Organization 

CHART Model award recipient under the Community 
Transformation Track. It is responsible for forming the 
Advisory Council, recruiting Participant Hospitals, engaging 
the SMA, developing and implementing the Transformation 
Plan, and overseeing the implementation of the Community 
Track APM. There can only be one Lead Organization per 
Community. 

Master Data Management (MDM) System Contains APM program overlap data, including beneficiary 
and provider-level data.  

Medicare FFS Claims  

Requests for Fee-For-Service (FFS) payment by Medicare 
submitted by medical providers for services rendered to 
Medicare Part A or Part B eligible beneficiaries. These are 
processed by the Medicare Administrative Contractors 
(MACs). Throughout this document Medicare FFS claim 
payments refer to the dollars paid by Medicare for the 
rendered services and not utilization. This represents 
revenue for providers and expenditures for Medicare. 

Mid-Year and End-of-Year Adjustment 

Process that occurs during the middle and at the end of each 
Performance Year  to apply adjustments for demographics, 
population size, and distribution of services to update CPAs 
paid to Participant Hospitals. Please see Section III for more 
information. 

Mid-Year Capitated Payment Amount (CPA) Capitated Payment Amount that is adjusted in August of the 
Performance Year to account for Mid-Year Adjustments.  

New Normal 
The point in time after the peak Coronavirus disease 2019 
pandemic when expenditure patterns have stabilized and 
reflect predictable patterns of health care behavior and need. 
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Term Description 

No-Pay Claims  

Medicare claims for providers participating in Alternative 
Payment Models (APM) that are processed by the Medicare 
Administrative Contractor (MAC) but not paid because the 
provider is paid using a method specific to the APM (e.g., the 
CHART CPA). All standard data elements that are found on 
Medicare claims are populated on these claims, including the 
paid amount field, which will display what the claim would 
have paid under FFS. Claim value codes will be used to 
identify that the claim was not paid FFS because it was 
submitted by a Participant Hospital for Eligible Hospital 
Services and effectively paid under the CPA. 

Non-Participant Hospital 
Hospitals that do not have signed agreements with CMS to 
participate in CHART. These may be located inside or outside 
of the Community. 

Non-Resident  

Beneficiaries with no eligible months with an address that is 
contained in a county or census tract that is used to define 
the geography of the Community. Non-Residents may receive 
services from both Participating and non-Participating 
Hospitals.  Hospitals are paid as normal under Medicare FFS 
for services provided to Non-Residents.  Please see Section II, 
Step 1.2 for a complete description of beneficiary eligibility 
and alignment rules. 

Outlier Adjustment 
Optional adjustment to the Community Benchmark that is 
selected by Lead Organizations for high-cost beneficiaries. 
Please see Section III for more information. 

Participant Hospital  

An Acute Care Hospital CAH, or Rural Emergency Hospital as 
identified by its CMS Certification Number (CCN), that either:  

1. Is physically located within the Community and receives 
at least 20% of its Medicare FFS revenue from Eligible 
Hospital Services provided to residents of the 
Community; or 

2. Is physically located inside or outside of the Community 
and is responsible for at least 20% of Medicare 
expenditures for Eligible Hospital Services provided to 
residents of the Community.  

3. If a hospital does not meet one of the two criteria 
above, a Lead Organization may request that CMS 
review whether a potential Participant Hospital is 
eligible based on the Community’s care redesign 
strategy, as specified in its Transformation Plan and 
CHART Quality Strategy. CMS may, in its sole discretion, 
accept or reject the Lead Organization’s request for the 
potential Participant Hospital to participate in CHART. 

All Participant Hospitals must sign a Participation Agreement 
with CMS. 
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Term Description 

Performance Year  

In an APM, this is the time-period used to evaluate 
expenditures for providers and/or beneficiaries who 
participate in the model against a pre-determined 
expenditure threshold or benchmark. 

For the Community Transformation Track, each Performance 
Year is the 12-month period of a given calendar year when 
capitated payments to Community participating hospitals 
replace Medicare FFS payments for included services. Claims 
incurred and eligibility during this time are used in End-of-
Year Reconciliation (Section III). The Performance Years of 
the Community Transformation Track are as follows: 
 Performance Year 2023 
 Performance Year 2024 
 Performance Year 2025 
 Performance Year 2026 
 Performance Year 2027 
 Performance Year 2028 

Population Adjustment 
An adjustment to the Community benchmark to account for 
changes in population size since the Baseline. Please see 
Section II, Step 2.1, Estimated Beneficiary months. 

Program Overlap 

Policy that determines if beneficiaries and/or providers in 
other CMS programs can participate in CHART.  Please see 
Section II, Step 2 for more information about the programs 
that exclude beneficiary participation in the CHART Model.   

Program Rule Waivers 

CMS may waive certain Medicare program rules to allow 
additional flexibilities for Participant Hospitals. CMS may 
waive the following: SNF 3-day Rule Waiver (Section 1861(i) 
of the Act), Telehealth Expansion (Section 1834(m) of the 
Act), Care Management Home Visits (Section 1835(a)(2) of 
the Act), Waiver of certain Medicare Hospitals and/or CAH 
Conditions of Participation, and the CAH 96-hour Certification 
Rule (Section 1814(a)(8) of the Act and 42 C.F.R. §424.15).4 
CMS may allow beneficiary engagement incentives, which 
may include, but are not limited to, the following Medicare 
incentives: cost sharing for Part B services, transportation, 
and gift card reward for chronic disease management 
programs. 

Prospective Capitated Payment Amount 
(CPA) 

The Prospective Capitated Payment Amount is calculated for 
each Participant Hospital in advance of the Performance 
Year; it is  paid twice per month throughout the Performance 
Year. This is described in Section II. 

 
4  U.S. Congress. United States Code: Social Security Act, 42 U.S.C. §§ 301- Suppl. 4 1934. Retrieved October 27th, 2021, 

https://www.ssa.gov/OP_Home/ssact/title18/1861.htm 

https://www.ssa.gov/OP_Home/ssact/title18/1861.htm
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Term Description 

Prospective Community Benchmark 

Prospective estimate of Total Community Expenditures for 
Aligned Residents of the Community during the Performance 
Year that is inclusive of trend from the Baseline. The 
benchmark includes expenditures at both Participant 
Hospitals and non-Participant Hospitals.  Participant Hospitals 
are prospectively paid a share of the benchmark that 
corresponds to the share of services provided to the 
Community, known as the Capitated Payment Amount or 
CPA. Non-Participant Hospitals are paid as normal under 
Medicare FFS.  

Quality Adjustment 

Adjustments to the Prospective, Mid-Year, or Final Capitated 
Payment Amount for quality measures to align with existing 
CMS programs including Hospital Readmission Reduction 
Program (HRRP), Value Based Purchasing (VBP), and Hospital-
Acquired Condition Reduction Program (HACRP). 

Quality Strategy 

Participant Hospitals receive quality-related payment 
adjustments through two mechanisms: 

1. For IPPS/OPPS hospitals, existing Medicare FFS quality 
programs are applied via the Quality Adjustment 
described above and in Section II, Step 5.1 

2. Adjustment to the Distribution of Services to account 
for reductions in Potentially Avoidable Utilization as 
described in Section III.2.a.   

Resident  

Beneficiaries with at least one eligible month who reside at 
an address that is contained in a county or census tract that is 
used to define the geography of the Community. Eligible 
months are those that meet the criteria described in Section 
II, Step 1.2.a. Aligned Residents are those who meet the 
alignment rules described in Section II, Step 1.2.b. 

Rural Emergency Hospital  

A Rural Emergency Hospital is an entity as described at 
section 1861(kkk)(2) of the Act. 
Note: Further details of calculating a Capitated Payment 
Amount for a participating Rural Emergency Hospital will be 
provided in a future version of this Financial Specifications 
document. 
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Term Description 

Rural Health Clinic (RHC)  

A Rural Health Clinic (RHC) is a clinic located in a rural, 
medically under-served area in the United States that has a 
separate reimbursement structure from the standard 
medical office under the Medicare and Medicaid programs.  

The RHC program is intended to increase access to primary 
care services for patients in rural communities. RHCs can be 
public, nonprofit, or for-profit healthcare facilities. To receive 
certification, they must be in rural, underserved areas. They 
are required to use a team approach of physicians working 
with non-physician health care providers such as nurse 
practitioners (NP), physician assistants (PA), and certified 
nurse midwives (CNM) to provide services. The clinic must be 
staffed at least 50% of the time with a NP, PA, or CNM. RHCs 
are required to provide outpatient primary care services and 
basic laboratory services. Definitions are set out at sections 
1861(aa)(2) and 1905(L)(1) of the Social Security Act.5 

Special Designation Hospital 

Special Designation Hospitals, for purposes of CHART, include 
Critical Access Hospitals, Medicare Dependent Hospitals, 
Rural Emergency Hospitals, and Sole Community Hospitals.  
These hospitals are paid by Medicare using special payment 
rules.   

Total Community Expenditures 

The total amount paid by Medicare to the hospital for 
furnishing Eligible Hospital Services to Aligned Residents 
through 1) Medicare FFS claims or 2) through No-Pay Claims. 
The paid amount is normalized to remove IPPS/OPPS and 
SDH payments. Beneficiary cost sharing is not included in this 
amount nor are payments from other payers. Please see 
Section II, Step 1.3 for a complete discussion of what is 
included in the paid amount which is used to calculate the 
CPA. 

Transformation Plan  

A Transformation Plan is a detailed description of the health 
care delivery system redesign strategy that will be carried 
out under the Community Transformation Track of the 
CHART Model. Each Lead Organization, in collaboration 
with its Advisory Council (including the SMA) and its 
Participant Hospitals, will develop and submit a 
Transformation Plan that are both tailored to the 
Community’s needs and informed by best practices. Each 
Community’s Transformation Plan must focus on population 
health disparities and include strategies to expand the use of 
telehealth. Communities are encouraged to address social 
determinants of health. 

 
5  U.S. Congress. United States Code: Social Security Act, 42 U.S.C. §§ 301- Suppl. 4 1934. Retrieved October 27th, 2021, 

https://www.ssa.gov/OP_Home/ssact/title18/1861.htm 

https://www.ssa.gov/OP_Home/ssact/title18/1861.htm
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Term Description 

Trend  
Prospective estimate of expenditures during the Performance 
Year that is based on the Community’s own historical 
spending patterns.  

Trend Lookback 

Historical time periods included in the analysis of Community 
spending patterns. Due to Coronavirus disease 2019, the time 
periods included will be determined using the methods 
described in Appendix D and Appendix J. 

 
4. Timeline 

Lead Organizations begin their participation in the Community Transformation Track in the Pre-
Implementation Period, during which they will create a Transformation Plan for the Community, 
recruit Participant Hospitals, initiate Medicaid alignment, and engage private payers. The first of 
six Performance Years will begin January 2023, which is when Participant Hospitals will start to 
receive CPAs twice per month. Please see the CHART website, Section V below, and the Notice 
of Funding Opportunity (NOFO) for more information about Cooperative Agreement funding 
expectations.6  

B. Key Concepts and Policies  

1. CPA – Introduction  
a. Payments Overview 

The purpose of the Community Transformation Track is to facilitate rural transformation and 
stability through collective community strategic planning and stable predictable funding to hospital 
providers.  

In advance of each Performance Year, a Prospective 
Community Benchmark is calculated based on 
historical expenditures for Eligible Hospital Services 
for a defined rural Community that incorporates 
adjustments for trend, demographics, and population 
size. Beneficiaries in the Community can receive 
services from both Participant Hospitals and Non-
participant Hospitals. The Prospective Community 
Benchmark includes expenditures at both Participant Hospitals and Non-participant Hospitals, 
however Non-participant Hospitals will be paid under their current structure. 

Next, each Participant Hospital receives a CPA for review that is a portion of the Prospective 
Community Benchmark equal to the share of services the hospital provided to residents of the 
Community. After each Participant Hospital reviews their Performance Year 2023  (CY 2023) 
CPA and signs a Participation Agreement with CMS, CMS distributes their CPA in the form of 
twice monthly payments beginning January 2023. These prospectively paid CPAs provide 
predictable revenues to hospitals, unlike FFS payments which fluctuate frequently based on service 
volume and mix. At the end of each Performance Year, the determination of the subsequent 

 
6  Centers for Medicare & Medicaid Services (CMS) Retrieved April 1, 2021, https://innovation.cms.gov/innovation-models/chart-model  

The Community Transformation Track’s 
foundation of geographic accountability 
means that the collective goal is to lower 
the hospital expenditures for a defined 
rural population, regardless of where the 
defined population seeks care. 

https://innovation.cms.gov/innovation-models/chart-model
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Performance Year’s annual CPA includes updates such as population, demographics, and trend, as 
well as reconciliation from the prior Performance Year’s Final Community Benchmark.  

Within the Community Transformation Track payment methodology, Lead 
Organizations and Participant Hospitals are able to elect options with respect to Outliers, 
Discount Flexibility, and Service Line Changes. These decision points are marked with 
the icon shown to the right.  

2. Response to the Public Health Emergency 
a. Guardrails 

The purpose of the guardrail is to identify when volatility in utilization is higher than expected. 
CMS will perform a series of checks on how actual hospital expenditures compare to the 
Prospective Community Benchmark. Guardrails may be instituted in uniquely volatile and 
unpredictable circumstances (e.g., exogenous factors such as a Public Health Emergency or 
extraordinary flu season) to protect both Participant Hospitals and CMS. Please see Appendix F for 
more information about how the guardrails are applied.  

b. Baseline update 
Due to Coronavirus disease 2019, CMS will not use claims data from 2020, at minimum, in the 
Baseline. Once expenditures observed in claims data have stabilized after the Public Health 
Emergency, CMS will conduct a one-time Baseline update, using stable claims data. Measures to 
determine stabilization of claims data are defined in Appendix D. In addition, please see Section 
III.A.1, Trend for more information. 

3. Multi-payer Financial Alignment  
The implementation of a Medicaid capitated payment amount is required by the start of 
Performance Year 2024. The Medicaid CPA should align with the Medicare CPA methodology. 
Private payer alignment is also encouraged. Private payers participating in the Community 
Transformation Track are also expected to align with the Medicare CPA financial methodology. 
The Lead Organization, on behalf of Medicaid or Private Payer, will be able to propose 
modifications to the financial payment methodology to CMS for approval. Please see Section V 
Operational Details for more information. 

4. Quality Financial Adjustments 
Participant Hospitals are not subject to financial risk for community-level CHART quality 
measures as described in the Transformation Plan. Participant Hospitals will remain at risk for 
quality performance in their national quality programs. Specifically:  

 Acute Care Hospitals: Prospective Payment System (PPS) Participant Hospitals will 
continue to have the same portion of revenue at risk for quality performance in national 
Medicare quality programs. The annual CPAs for PPS Participant Hospitals will be 
adjusted to reflect their performance on the current national Medicare quality programs 
(HRRP, HVBP, and HACRP) by using the performance adjustment factors published each 
year.  
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 Critical Access Hospitals (CAHs): Aligned to current CAH policy, the CPAs for CAH 
Participant Hospitals will not be subject to a financial quality adjustment. CMS requires 
CAHs to align the Lead Organization’s CHART Quality Strategy to fulfill the mandatory 
Quality Assurance and Performance Improvement (QAPI) program requirements 
(regulation §485.641, effective March 30, 2021) by the start of Performance Year 2024. 
Additionally, CHART requires that CAHs report to the Medicare Beneficiary Quality 
Improvement Project (MBQIP) and meet their minimum reporting requirements, which 
aligns with many of the CMS hospital quality programs. These requirements are not 
expected to be onerous given the previously established requirements of the QAPI program 
and widespread participation in MBQIP and will serve to further encourage CAHs to 
improve quality for Medicare beneficiaries.7  

The purpose of continuing participation in the Medicare hospital quality programs for PPS 
hospitals is to address the CHART Community Transformation Track goal of aligning financial 
incentives with program goals stated in the original Quality Strategy outlined in section A.4.7 of 
the CHART Community Transformation Track NOFO. 

II. Capitated Payment Amount (CPA) Calculation 

The CPA calculation is based on six overarching steps—three to determine the Prospective 
Community Benchmark and three to determine each Participant Hospital’s annual CPA. The steps 
described in the exhibit below are a sequence financial calculations that build towards providing a 
hospital-specific payment that incorporates both Community and hospital-specific adjustments. For 
example, Steps 1 through 3 result in a benchmark that represents an estimate of the Community’s 
total Medicare spending on Eligible Hospital Services after adjustment for demographics, the size 
of the Community, and anticipated expenditure growth or trend. The Base CPA in Step 4 is each 
hospital’s share of that benchmark and is proportional to the Eligible Hospital Services it provides 
to the Community. The Base CPA is then adjusted in Step 5 to produce a hospital-specific CPA 
that incorporates a variety of hospital-specific factors such as performance on Medicare quality 
programs, IPPS/OPPS adjustments, or Special Designation Hospital status.   

 
7 CHART will continue to collaborate with HRSA on MBQIP alignment and connecting CAHs to Flex Program Coordinators in case CAHs 

experience any issues with reporting. 
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Exhibit 3: Overarching Steps 

 

Step 1: Determine Baseline Community Expenditures 

 

1. Community Definition 
The Lead Organization defines the geographic area (the “Community”) where it will implement 
the CHART Model. The Community must only contain counties and census tracts that meet the 
Federal Office of Rural Health Policy (FORHP) definition for rurality.8 Including specific census 
tracks within a county allows rural portions of counties to be included in the CHART 
Community, even if the entire county is not designated as rural by FORHP. 

2. Community Beneficiary Calculation 
a. Beneficiary Eligibility 

Beneficiaries included in Community Transformation Track must satisfy requirements in all three 
of the following areas: 

1. Medicare eligibility 
2. Residency 
3. Not be attributed to other CMS Models, Programs, and Demonstrations (Program 

Overlap) 

Beneficiary residency, Program Overlap, and Medicare eligibility are assessed monthly to form a 
single monthly record for each beneficiary. Medicare eligibility and Program Overlap is assumed 
for the duration of each month. Beneficiaries are considered residents of the Community for the 

 
8  Defining Rural Population (2021, January). Health Resources & Services Administration (HRSA). Retrieved April 1, 2021, from 

https://www.hrsa.gov/rural-health/about-us/definition/index.html  

https://www.hrsa.gov/rural-health/about-us/definition/index.html
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entire month if they lived in the Community for at least half of the month. These monthly records, 
defined as Beneficiary Months are those months where beneficiaries satisfy all three of these 
requirements. Beneficiary Months are used to determine beneficiary alignment and in subsequent 
financial calculations.  

i. Medicare Eligibility 
Beneficiaries must meet all of the following inclusion criteria and none of the exclusion criteria 
each month to be included:  

 Enrolled in Medicare Part A or Parts A and Part B,  
 Medicare is designated primary payer,  
 Reside in the United States, and 
 Alive. 

ii. Residency  
Beneficiaries must have an address in the Community for more than half of the month to satisfy the 
residence requirement during that month. Beneficiaries are considered to have an address in the 
Community if the Common Medicare Environment (CME) record corresponds to the geography 
specified by the Community9. The residence requirement for each month will be calculated by 
dividing the days at a given address during the month by the total days in the month. Beneficiaries 
during these months are considered Residents.  

iii. Overlapping Participation in other Models, Programs and Demonstrations  
A Medicare Resident is excluded from Community Transformation Track if they are enrolled in 
Medicare Advantage, Programs of All-Inclusive Care for the Elderly (PACE), or any of the models 
in Exhibit 4. Overlap with payment models is assessed as of the first of each month. 

Exhibit 4: Beneficiary Overlaps with Payment Models10 
Payment Model Name 

Accountable Health Communities (AHC) 

ACO Investment Model (AIM) 

Bundle Payment Care Improvement (BPCI) Advanced 

Comprehensive Care for Joint Replacement (CJR) 

Comprehensive ESRD Care (CEC) 

CPC+, non-SSP Participants 

CPC+, SSP Participants 

Direct Contracting (DC) 

 
9  In the Community Transformation Track Communities are defined by either County or Census Tract. A beneficiaries’ County or Census 

Tract is determined by geocoding the address. If the address is unable to be geocoded, then crosswalks between 9-digit zip will be used to 
assess if the beneficiary address is in the boundaries of the Community. If the beneficiary zip information is invalid, then residency cannot be 
assessed, and the beneficiary is excluded. 

10  List of models sourced from CMS Medicare Data Management (MDM) 
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Payment Model Name 

Frontier Community Health Integration Program (F-CHIP) 

IAH Practice Demonstration 

Intravenous Immune Globulin (IVIG) Demonstration 

Kidney Care Choices (KCC) 

Medicare Advantage Value-based Insurance Design (VBID) 

Medicare Care Choices Model (MCCM) 

Medicare Health Care Quality Demonstration - Meridian 

Medicare Shared Savings Program 

MMCO Financial Alignment Demonstration (Duals) 

Next Generation ACO (NGACO) 

Oncology Care Model (OCM) 

Part D Enhanced Medication Therapy Management Model (Enhanced MTM) 

Primary Care First (PCF) 

Reduce Preventable Hospitalization Among Nursing Home Residents: Phase 2 

Transforming Clinical Practice Initiative (TCPI) 

b. Beneficiary Alignment 
Beneficiary alignment ensures the Lead Organization and Participant Hospitals are only 
accountable for beneficiaries whose outcomes and utilization they can meaningfully impact. 
Aligned Residents are those who satisfy eligibility and residency requirements described in Step 
1.2.a above for at least the prior six consecutive months. The lookback period for alignment begins 
six months prior to the respective Baseline or Performance Year so that beneficiaries are aligned at 
the beginning of Baseline or Performance Year.  
Alignment is calculated monthly so that beneficiaries who age into Medicare are included after 
spending at least six consecutive months in the Community.  
Beneficiaries who die during the respective Baseline or Performance Year or who otherwise no 
longer meet the Medicare eligibility requirements are counted for the portion of the year that they 
are eligible, including the month of death. Please see Appendix I for beneficiary alignment 
examples.  

c. Calculation of Beneficiary Months 
Community Beneficiary Months for Aligned Residents are those months during the Baseline or 
Performance Year when beneficiaries meet requirements described in Step 1.2, above.  This 
includes both beneficiaries who used and those who did not use hospital services. Beneficiary 
Months are summarized by quarter prior to calculating Community PBPMq (See Step 1.4).  
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3. Calculation of Total Community Expenditures 
a. Eligible Hospital Services 

In this financial methodology, Eligible Hospital Services are defined as any health care service that 
meets the following criteria:  

 Covered under Part A or Part B of Title XVIII of the Social Security Act; 
 Meets the Service Inclusion Criteria; and 
 Does not meet the Service Exclusion Criteria. 

Examples of included and excluded facilities and services are shown in the exhibit below. 

Exhibit 5: Service and Facility Inclusion/Exclusion 

 

i. Service Inclusion Criteria 
The CPA is based on Medicare hospital payments for services identified by facility claims with 
Type of Bill (TOB) values listed in Exhibit 6. These include inpatient hospitalizations covered 
under Part A and certain outpatient services covered under Part B that are billed on facility 
claims.11 Facility-based Part B services included in the annual CPA calculation include services 
such as emergency department services, observation stays, physical therapy, clinic visits, certain 
drugs, and outpatient surgery. Additionally, for CAHs, Eligible Hospital Services include 
payments for swing bed services. All other services provided by the Participant Hospital will 
remain reimbursable through FFS using the standard payment methodologies.  

Exhibit 6: Type of Bill Service Inclusion Criteria 
Type of Bill (TOB) TOB Description 

11X Inpatient 

 
11  Facility claims are also referred to as Institutional claims. These are submitted to the MAC on a CMS UB-04 form. 
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12X Inpatient, Critical Access Hospital 

13X, 14X, 85X Outpatient 

18X Swing Bed (CAH only)12 

The last four digits of the hospital’s CMS Certification Number (CCN) must fall into one of the 
ranges listed in Exhibit 7 below for claims to be included in calculating Total Community 
Expenditures. These criteria are necessary because Type of Bill values listed above can be used on 
claims submitted by facilities that do not participate in the model.  

Exhibit 7: CMS Certification Number (CCN) Inclusion Criteria 
Last 4 Digits of CCN Description 

0001 – 0879 Short-term (general and specialty) hospitals  

1300 – 1399 Critical Access Hospitals 

The following facilities are excluded from participation in the Community Transformation Track: 
Federally Qualified Health Centers (FQHC), non-hospital based and hospital-based Rural Health 
Centers (RHC), facilities providing dialysis services exclusively, freestanding Ambulatory Surgery 
Centers, organizations that provide home health services exclusively, and freestanding Skilled 
Nursing Facilities. Claims submitted by these types of providers are excluded. 

Note that the combination Type of Bill and the last 4 digits of the CMS Certification Number only 
includes Medicare claim types for inpatient (claim type = 60), swing beds for CAHs (claim type = 
30), and outpatient (claim type = 40).  

ii. Service Exclusion Criteria 
Medicare FFS expenditures included in the CPA calculation do not include physician services, 
other professional services, Durable Medical Equipment that is billed separately from an included 
service, hospice care, home health services, swing bed services provided in non-CAH facilities, 
and all other services not billed using the criteria in Exhibits 4 and 5. CAH Method II claims are 
also excluded from the CPA and are paid as normal under FFS. All claim types other than inpatient 
(claim type = 60) and outpatient (claim type = 40) are effectively excluded.  

b. Total Community Expenditures 
For all Aligned Residents, the paid amount from included Medicare FFS claims (See Step 1.3.i 
above) incurred during the Baseline or Trend Lookback (defined in Appendix J) are adjusted to 
produce the Total Community Expenditures. The paid amount reported on claims is adjusted in 
two ways to calculate Total Community Expenditures. First, payment adjustments for hospital-
specific quality and Inpatient Prospective Payment System (IPPS)/Outpatient Prospective Payment 
System (OPPS) factors are removed so that these adjustments are not counted both in the Baseline 
and again in the Performance Year and that only the adjustment factors applicable during the 
Performance Year are applied to the CPA (See Section II, Step 5.1).  Paid amounts during the 
Baseline are also normalized during the to remove the effect of CAH cost-based reimbursement 

 
12  Note: On Medicare claims, swing bed services appear with a separate CCN that replaces the third digit with the letter Z. For example, if the 

hospital’s CCN was 391311, swing bed claims would appear with the CCN 39Z311 
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and apply updated cost report information during the Performance Year (See Section II, Step 5.2). 
This adjusted paid amount is described as Baseline Expenditures in the Hospital Participation 
Agreement and ensures that the data used to set the Prospective Community Benchmark is 
comparable over time and trends exclude changes in payment policy. The second adjustment is to 
sum and multiply Baseline Expenditures by a completion factor (see Appendix B) prior to account 
for Claims Run-Out, if necessary.  

The paid amount is the payment from the Medicare program to the provider, but does not include 
beneficiary cost-sharing, thus it is not equal to the total 
Medicare FFS amount received by the provider. Cost-
sharing is excluded from the determination of the Total 
Community Expenditures because the CHART Model 
seeks to ensure beneficiary cost-sharing remains the 
same as in FFS. 

As noted above, the paid amount is adjusted as needed on each claim so that it excludes additional 
payments or reductions under any of the following programs or adjustments. The list below 
includes all adjustments to the paid amount applicable to the CPA; however, please see Appendix 
G for more details about each adjustment.  

 Disproportionate Share Hospital (DSH) 
 Indirect Medical Education (IME), operating and capital 
 Low Volume Adjustment 
 Wage Index 
 Sequestration 
 Uncompensated Care (UCC) 
 Hospital-Acquired Condition Reduction Program (HACRP) 
 Hospital Readmissions Reduction Program (HRRP) 
 Medicare Hospital Inpatient Quality Reporting (IQR) 
 Medicare Hospital Outpatient Quality Reporting (OQR) 
 Value-Based purchasing (VBP) 
 Critical Access Hospital (CAH) 
 Medicare-Dependent Hospital (MDH) 
 Rural Emergency Hospital (REH) 
 Rural Referral Center (RRC) 
 Sole Community Hospital (SCH) 

The list above includes items that apply both to CMS quality programs and a range of IPPS/OPPS 
adjustments all of which can change what CMS pays to the provider. As noted above, this is 
necessary so that the historical data used to calculate Baseline Total Community Expenditures is 
comparable over time. For example, sequestration was suspended beginning on May 1st, 2020, 

Total Community Expenditures includes 
claims paid to Participant Hospitals and 
Non-Participant Hospitals for services 
furnished to Aligned Residents of the 
Community.  
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through March 31st, 2022, and phased back in during subsequent months. If claims data from 2021 
was used with claims data from 2019 to calculate Baseline Total Community Expenditures, 
assuming all else remains constant, this policy change would result in an artificial trend in 
expenditures because payments in 2021 would be higher than in 2019 due to sequestration 
suspension. Sequestration will be phased back in throughout 2022 and CPAs will be adjusted by 
the applicable sequestration payment reduction. Steps 5 and 6 of the CPA calculation describe how 
the CPA is adjusted for these factors. 

All other Medicare FFS processing rules that can affect the paid amount on a claim such as denials, 
crossover claims, or hospital to hospital transfers are applicable to Total Community Expenditures. 
For example, if a beneficiary is transferred from one hospital to another, the transferring hospital is 
paid a per diem payment (when the patient transfers to an IPPS hospital) up to and including the 
full DRG payment and the receiving hospital is paid the full prospective payment rate.13 

To account for the time between when a claim is incurred and when it is paid, the summed paid 
amounts are adjusted using a completion factor. Unlike the adjustments described above that are 
applicable to individual claims, completion factors are applied only to summarized paid amounts 
prior to use in other calculations, such as trend calculation. Please see Appendix B for more 
information. 

Total Community Expenditures is used to calculate Community Per Beneficiary Per Month 
(PBPM) Expenditures (described in the next section) which in turn is used to create the Prospective 
Community Benchmark and CPA. Total Community Expenditures includes only Eligible Hospital 
Services provided to Aligned Residents of the Community. Therefore, any services provided to 
non-Aligned Residents of the Community are paid FFS and therefore excluded from Total 
Community Expenditures, the Community Prospective Benchmark, and the CPA.  

4. Calculation of Per Beneficiary Per Month (PBPM) Expenditures 
Community PBPM is defined as, 

(𝐸𝐸𝐸𝐸. 1) 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑞𝑞 =
𝑇𝑇𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸𝑞𝑞
𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑃𝑃𝐸𝐸𝐶𝐶𝐸𝐸𝐵𝐵𝐶𝐶𝐵𝐵𝐶𝐶𝑇𝑇𝐸𝐸𝐶𝐶 𝑃𝑃𝐶𝐶𝐶𝐶𝐶𝐶ℎ𝐸𝐸𝑞𝑞

 

Where, 
Total Community Expendituresq = Total adjusted paid amount for Eligible Hospital 
Services for Aligned Residents during a given quarter. See Step 1.3 for details. 
Community Beneficiary Monthsq = Total months of Medicare and Community 
Transformation Track eligibility during a given quarter. See Step 1.2 for details. 

Community PBPMq is calculated for each quarter (q) in the Baseline. The Community PBPM is an 
input to the trend forecast described in Step 2.2 below. Appendix J defines the time periods that are 
used to define the Baseline and Trend Lookback Period.  

 
13  Medicare Claims Processing Manual, Center for Medicare & Medicaid Services, Retrieved August 17, 2021 

https://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/Downloads/clm104c03.pdf  

https://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/Downloads/clm104c03.pdf
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Step 2: Determine changes between the Baseline and the Performance Year  

 

To account for changes in the Community’s characteristics between the Baseline and the 
Performance Year that could affect expenditures, the Total Community Expenditures is adjusted 
for Community size, trend, and beneficiary demographics, as well as program/policy change prior 
to determining the Prospective Community Benchmark. Note that these adjustments are repeated at 
Mid-Year and End-of-Year Reconciliation so that the CPA incorporates the most recently available 
information. For example, if the Community grows more than expected during the Performance 
Year, Estimated Beneficiary Months will be updated to account for that growth. Please see Section 
III for more information about the reconciliation processes.  

1. Estimated Beneficiary Months 
Estimated Beneficiary Months are used to account for changes in the size of the Community 
between the Baseline and the estimated size during the Performance Year. Estimated Beneficiary 
Months are calculated by multiplying the number of beneficiaries that meet the eligibility and 
alignment criteria (known as Aligned Residents, see Step 1.2) six months prior to the start of the 
Performance Year by the estimated average number of beneficiary months per beneficiary for the 
duration of the Performance Year. The estimated average number of beneficiary months per 
beneficiary is calculated separately for each Community. This is used to account for non-
continuous enrollment and/or deaths that may occur during the Performance Year.  

2. Trend  
The Community PBPM Expenditures (see Step 1.4, above) is forecast during the Performance 
Year as estimated by an Auto-Regressive Integrated Moving Average (ARIMA) model (referred to 
as “Forecasted Community PBPM”). This provides a counterfactual of the rate of Community 
expenditures in the absence of the Community Transformation Track.  

In general, ARIMA models use time-series data from a specified lookback period to discern 
patterns in how the data changes over time. Time-series data is the same measurement at different 
points in time, which in this case is quarterly Community PBPM Expenditures. ARIMA models 
estimate parameters that describe these historical patterns and are used to forecast future values of 
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the same data. Appendix J describes the different time periods used to define the Baseline and 
Trend Lookback Period.  

Just like other statistical models such as linear regression, ARIMA models can take many different 
forms or specifications. To determine the specification that best forecasts future expenditures, 
Appendix C describes how hundreds of specifications are tested on historical data to find the best 
fitting model for each Community to ensure 1) that the Community is only compared to its past 
performance and 2) the Prospective Community Benchmark is estimated using the most accurate 
specification. In all, more than 400,000 tests were conducted to determine the best model 
specification.  

Due to Coronavirus disease 2019, the time periods used to estimate the ARIMA model and 
benchmark will depend on how expenditure patterns stabilize. Appendix D describes methods used 
to determine when expenditure patterns stabilize. 

3. Demographics 
The Demographic Adjustment for the first Performance Year accounts for changes in the 
Community’s population between the Baseline and the Performance Year. Changes in the 
Community’s population include age, gender, reason for Medicare entitlement, and Medicaid 
status as measured by the New Enrollee HCC Risk Score. If a Community’s population ages 
between the Baseline and Performance Year, for example, the benchmark is adjusted upward to 
account for the higher expected expenditures associated with an older population. Similarly, the 
Prospective Community Benchmark would be reduced if the population becomes younger. This 
adjustment is bi-directional and ensures that the Prospective Community Benchmark is estimated 
fairly based on the current population served.  

The Demographic Adjustment is also used during Mid-Year and End-of-Year Reconciliations to 
account for demographic change between different time intervals; however, the mechanics of the 
calculation are identical. For simplicity, the formulas below refer to the Performance Year in all 
cases.  

The New Enrollee HCC Risk Score is calculated using Version 24 of the Hierarchical Condition 
Category (HCC) Grouper used to adjust Medicare Advantage rates.14 These scores can be 
calculated for beneficiaries who are newly enrolled in Medicare FFS, because they do not require a 
year of claims data for diagnosis data to calculate. The same version of the risk model is used for 
both the Trend Lookback Period and Performance Years and includes:  

 Beneficiary Birth Date 
 Beneficiary Gender 
 Original Reason for Medicare Entitlement 
 Number of months with Medicaid eligibility. If a beneficiary has more than one month of 

Medicaid eligibility, the Medicaid flags in the HCC software are set to 1. 

 
14  Advance Notice of Methodological Changes for Calendar Year (CY) 2020 for the Medicare Advantage (MA) CMS-HCC Risk Adjustment 

Model (2018, December 20). Center for Medicare & Medicaid Services. Retrieved April 1, 2021 from  
https://www.cms.gov/Medicare/Health-Plans/MedicareAdvtgSpecRateStats/Downloads/Advance2020Part1.pdf 

https://www.cms.gov/Medicare/Health-Plans/MedicareAdvtgSpecRateStats/Downloads/Advance2020Part1.pdf
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Risk scores are calculated on an annual basis for each beneficiary. Average Community risk scores 
are expected to stay relatively stable over time given that the risk score will likely change slowly as 
beneficiaries age or if the share of beneficiaries with Medicaid eligibility changes. To account for 
partial year eligibility, the mean risk score is weighted by each beneficiary’s Beneficiary Months.  

The Demographic Adjustment is a ratio of the weighted average risk scores and can be calculated 
as, 

(𝐸𝐸𝐸𝐸. 2) 𝐷𝐷𝐸𝐸𝐶𝐶𝐶𝐶𝐷𝐷𝐸𝐸𝑇𝑇𝐸𝐸ℎ𝐶𝐶𝐵𝐵 𝐴𝐴𝐸𝐸𝐴𝐴𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶

=  
((∑𝑃𝑃𝑃𝑃 𝑃𝑃𝐸𝐸𝐶𝐶𝐸𝐸 𝐻𝐻𝐶𝐶𝐶𝐶 𝑆𝑆𝐵𝐵𝐶𝐶𝐸𝐸𝐸𝐸 ∗ 𝑃𝑃𝑃𝑃 𝑃𝑃𝐸𝐸𝐶𝐶𝐸𝐸 𝐻𝐻𝐶𝐶𝐶𝐶 𝑆𝑆𝐵𝐵𝐶𝐶𝐸𝐸𝐸𝐸 𝑊𝑊𝐸𝐸𝐶𝐶𝐷𝐷ℎ𝐶𝐶)

𝑃𝑃𝑃𝑃 𝑃𝑃𝐸𝐸𝐶𝐶𝐸𝐸 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 )

((∑𝑃𝑃𝑇𝑇𝐸𝐸𝐸𝐸𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸 𝑃𝑃𝐸𝐸𝐶𝐶𝐸𝐸 𝐻𝐻𝐶𝐶𝐶𝐶 𝑆𝑆𝐵𝐵𝐶𝐶𝐸𝐸𝐸𝐸 ∗ 𝑃𝑃𝑇𝑇𝐸𝐸𝐸𝐸𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸 𝑃𝑃𝐸𝐸𝐶𝐶𝐸𝐸 𝐻𝐻𝐶𝐶𝐶𝐶 𝑆𝑆𝐵𝐵𝐶𝐶𝐸𝐸𝐸𝐸 𝑊𝑊𝐸𝐸𝐶𝐶𝐷𝐷ℎ𝐶𝐶)
𝑃𝑃𝑇𝑇𝐸𝐸𝐸𝐸𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸 𝑃𝑃𝐸𝐸𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸 𝑃𝑃𝐸𝐸𝐶𝐶𝐸𝐸 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 )

 

Where, 
PY Bene HCC Score = Performance Year New Enrollee HCC Risk Score for Aligned 
Residents during the Performance Year  
PY Bene HCC Score Weight = Number of months Aligned Resident resides in Community 
during the Performance Year divided by 12 
PY Bene Count = Number of Aligned Residents during the Performance Year 
Baseline Bene HCC Score = Performance Year New Enrollee HCC Risk Score for Aligned 
Residents during the Baseline  
Baseline Bene HCC Score Weight = Number of months Aligned Resident resides in 
Community during the Baseline period divided by 24  
Baseline Bene Count = Number of Aligned Residents during the Baseline. 

4. Outliers 
A Lead Organization may elect, prior to a given Performance Year via its 
Transformation Plan submission to CMS, to adjust the Final Community Benchmark to 
protect against the risk of unusually expensive beneficiaries, known as outliers. The 
outlier adjustment is applied at End of Year Reconciliation (See Section III A.1) because 
outliers are not known in advance of the Performance Year.  

5. CMS Policy Change 
CMS will consider on a case-by-case basis whether to apply adjustments for changes in CMS 
payment policies. For example, in response to Coronavirus disease 2019 CMS increased MS-DRG 
weights for inpatient stays with certain Coronavirus diagnoses. In the event of a similar payment 
policy change in the future, CMS could apply an adjustment to the Prospective or Final 
Community Benchmark or CPA. Any adjustment will be at sole discretion of CMS.  

One such policy adjustment that will occur during reconciliation is reimbursing Participant 
Hospitals for over-the-counter (OTC) COVID-19 tests through the CMS OTC COVID-19 Test 
Demo, a 402(a)(2) demonstration paid via Part B trust fund, allows coverage for OTC COVID-19 
tests using HCPCS code K1034. Specifically, starting April 4, 2022, and through the end of the 
COVID-19 Public Health Emergency (PHE), Medicare will pay for OTC COVID-19 tests at no 
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cost to people with Medicare Part B, including those with Medicare Advantage (MA) plans. While 
OTC COVID-19 tests are paid by Medicare Part B, it is not a Medicare Part B covered service. 
1115A models, including CHART, must exclude claims for OTC COVID-19 tests from financial 
calculations. Beginning on the effective date of this Demonstration, April 4, 2022, through the end 
of the PHE, HCPCS code K1034 on CHART no-pay claims will be reimbursed during annual 
reconciliation.  

Step 3: Adjust for changes to determine the Prospective Community Benchmark 

 

After calculating baseline expenditures in Step 1 and adjustments that occur between the Baseline 
and the Performance Year in Step 2, the Prospective Community Benchmark is calculated as, 
(𝐸𝐸𝐸𝐸. 3) 𝑃𝑃𝐸𝐸𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸𝐵𝐵𝐶𝐶𝐶𝐶𝑃𝑃𝐸𝐸 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑃𝑃𝐸𝐸𝐶𝐶𝐵𝐵ℎ𝐶𝐶𝑇𝑇𝐸𝐸𝑚𝑚 = 𝐹𝐹𝐶𝐶𝐸𝐸𝐸𝐸𝐵𝐵𝑇𝑇𝐸𝐸𝐶𝐶𝐸𝐸𝐸𝐸 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 ∗ 𝑃𝑃𝑏𝑏 ∗ 𝐷𝐷𝑏𝑏 

Where, 
Forecasted Community PBPM = Estimate of per beneficiary spending during the 
Performance Year. As described in Step 2.2 above, the Forecasted Community PBPM is 
calculated using an ARIMA model that incorporates a Community’s own historical 
expenditure trends. 
Bb = Estimated Beneficiary Months. See Step 2.1.  
Db = Demographic adjustment, which is calculated as the ratio of mean New Enrollee HCC 
Risk Score during the Performance Year to the mean New Enrollee HCC Risk Score during 
the Baseline for Aligned Residents of the Community. See equation 2 in Step 2.3 for more 
information.  
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Step 4: Determine each Participant Hospital’s Base CPA 

1. Overview of Eligible Hospitals’ CPA  

 

The hospital-specific Prospective Capitated Payment Amount (CPA) is calculated in two steps: 
1. Multiply the Prospective Community Benchmark by the Distribution of Service 

provided by the Participant Hospital prior to the Performance Year to Aligned 
Residents. As shown above, the expenditures for services include expenditures at both 
Participant Hospitals and Non-Participant Hospitals for Aligned Residents.  

2. Adjust the CPA for any hospital-specific payment adjustment factors, such as those for 
CMS quality programs or IPPS/OPPS payment adjustments (see Step 6 below). 

2. Hospital Inclusion/Exclusion Criteria  
Hospital inclusion is established using a combination of provider data and claims data. Provider 
data is used to determine if the hospital is located within the geographic boundaries of the 
Community. Medicare FFS claims data establishes the share of Medicare revenues attributed to 
Medicare FFS beneficiaries who reside in the Community.  

Hospital inclusion is established before the start of the Performance Year, at the same time all other 
payment calculations are made. Please see Section V for more operational details related to the 
application of provider inclusion/exclusion rules.15 The following sections define specific inclusion 
and exclusion criteria. 

a. Hospital Inclusion Criteria 
Each Participant Hospital, identified by its CMS Certification Number (CCN), must be an Acute 
Care Hospital (defined as a “subsection (d) hospital” in section 1886(d)(1)(B) of the Act), 
including a special rural designation hospital (such as a Sole Community Hospital, Medicare-
Dependent Hospital, and Low-Volume Hospital), Critical Access Hospital, or Rural Emergency 
Hospital that either16:  

 
15  As described in the Program Terms and Conditions, Lead Organizations must submit a list of recruited hospitals by 7/1/22, which is six 

months prior to the start of the first Performance Year. . 
16  The Consolidated Appropriations Act of 2021 established “Rural Emergency Hospital” as a new provider type under the Medicare program, 

effective 2023. CMS is in the process of implementing these provisions in accordance with Section 125.  
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1. Is physically located within the Community and receives at least 20% of its Medicare FFS 
revenue from Eligible Hospital Services provided to residents of the Community; or  

2. Is physically located inside or outside of the Community and is responsible for at least 
20% of Medicare expenditures for Eligible Hospital Services provided to Aligned 
Residents of the Community. 

If a hospital does not meet one of the two criteria above, a Lead Organization may request that 
CMS review whether a potential Participant Hospital is eligible based on the Community’s 
Transformation Plan and CHART Quality Strategy. CMS may, in its sole discretion, accept or 
reject the Lead Organization’s request for the potential Participant Hospital to participate in 
CHART. 

b. Treatment of Special Designation Hospitals 
Special Designation Hospitals (SDHs) currently include CAHs, Medicare Dependent Hospitals 
(MDH), and Sole Community Hospitals (SCH). These types of hospitals are not paid under 
Medicare’s typical IPPS and OPPS FFS methodologies. Rather, their various payment methods, 
generally incorporate cost report data to establish a payment floor to ensure some level of hospital 
revenue. Baseline data for these SDH hospitals will include both interim payments made on claims 
and settlement data made via the cost report to ensure that the baseline correctly includes all 
relevant hospital revenue.  

As described in Step 5, SDHs will be paid by multiplying the Base CPA by a payment adjustment 
factor that is the ratio between what the SDH is paid after settlement and what the SDH would 
have paid under IPPS/OPPS. This adjustment is to ensure that SDHs continue to receive any 
payment differentials that would have been provided in Medicare FFS. For example, if a SDH was 
paid 103% of what it would have been paid under IPPS and OPPS, the CPA would be multiplied 
by 1.03.  

c. Non-Participant Hospitals 
Acute Care Hospitals, CAHs, or any other hospitals that are not participating in the Community 
Transformation Track will continue to be paid using existing FFS methodologies and are thus 
excluded from CPA payment. Non-Participant Hospitals’ utilization for Aligned Residents is still 
included in the Prospective Community Benchmark to incent Lead Organizations to manage the 
populations’ total hospital cost of care.  

3. Determining Each Participant Hospital’s Base CPA 
As mentioned above, each Participant Hospital’s Base CPA is determined by that Participant 
Hospital’s share of Medicare FFS payments that it provides to the Community’s Aligned Residents 
prior to the relevant Performance Year. The hospital-specific share is calculated using 12 months 
of claims data ending five months prior to the Performance Year with three months of claims run-
out17.  The hospital-specific share of the total Community services provided prior to the 
Performance Year, Distribution of Servicesb,i, is calculated as, 

 
17  Claims for this calculation are extracted five months prior to the Performance Year because payments are calculated in November before the 

Performance Year.  Unlike other calculations, three months of Claims Run-Out is used because the result of this calculation is a percentage 
and does substantially change with additional claims run-out.  Section III describes how this calculation is updated at Mid-Year and Final 
Reconciliation. 
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(𝐸𝐸𝐸𝐸. 4) 𝐷𝐷𝐶𝐶𝐸𝐸𝐶𝐶𝐸𝐸𝐶𝐶𝐷𝐷𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝐶𝐶𝐵𝐵 𝑆𝑆𝐸𝐸𝐸𝐸𝑃𝑃𝐶𝐶𝐵𝐵𝐸𝐸𝐸𝐸𝑏𝑏,𝑖𝑖 =  𝑃𝑃𝑎𝑎  ÷  𝑃𝑃𝑐𝑐 
Where, 

Pa = The sum of allowed amounts from claims for Eligible Hospital Services (See Step 1.3) 
for the specific hospital for Aligned Residents in the Community. This includes FFS payments 
or, after the first Performance Year 2023, amounts on No-Pay claims submitted by Participant 
Hospitals. 
Pc = The total allowed amounts from claims for Eligible Hospital Services (See Step 1.3) for 
Aligned Residents in the Community. This includes FFS payments or, after the first 
Performance Year 2023, amounts on No-Pay claims submitted by Participant Hospitals.  

After determining the hospital-specific share, the Base CPA, or the CPA prior to hospital-specific 
adjustments, for each Participant Hospitali can also be written as in the formula below, 

(𝐸𝐸𝐸𝐸. 5) 𝑃𝑃𝑇𝑇𝐸𝐸𝐸𝐸 𝑃𝑃𝐸𝐸𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸𝐵𝐵𝐶𝐶𝐶𝐶𝑃𝑃𝐸𝐸 𝐶𝐶𝑇𝑇𝐸𝐸𝐶𝐶𝐶𝐶𝑇𝑇𝐶𝐶𝐸𝐸𝐸𝐸 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐴𝐴𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 (𝐶𝐶𝑃𝑃𝐴𝐴)𝑖𝑖 = 

�𝑃𝑃𝐸𝐸𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸𝐵𝐵𝐶𝐶𝐶𝐶𝑃𝑃𝐸𝐸 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑃𝑃𝐸𝐸𝐶𝐶𝐵𝐵ℎ𝐶𝐶𝑇𝑇𝐸𝐸𝑚𝑚 ∗  𝑆𝑆𝑏𝑏,𝑖𝑖� ) 

Where,  
Sb,i = Distribution of Services provided to Aligned Residents of the Community prior to the 
Performance Year as  determined above.  

The Prospective Community Benchmark is defined in Step 2 above. 

Step 5: Determine Each Participant Hospital’s Adjustments 

1. Quality and IPPS/OPPS Adjustments 
As noted in Step 4 above, the Participant Hospital-Specific CPA incorporates adjustments to 
ensure that incentives for performance in existing CMS quality programs or special hospital status 
payment differentials, such as those for CAHs, are preserved. Adjustments for quality programs 
include the following:  

 Hospital-Acquired Condition Reduction Program (HACRP) 
 Hospital Readmissions Reduction Program (HRRP) 
 Medicare Hospital Inpatient Quality Reporting (IQR) 
 Medicare Hospital Outpatient Quality Reporting (OQR) 
 Value-Based Purchasing (VBP) Program 

In addition, the CPA accounts for other adjustments made to IPPS and OPPS payments, such as the 
Low Volume Adjustment (LVA) and Disproportionate Share Hospital (DSH) adjustments. For 
purposes of this document, these are generally referred to as payment adjustments, because CMS 
adjusts FFS payments according to a specific set of rules for each. To avoid double counting these 
types of adjustments in both the Baseline and Performance Year, payment adjustments are 
excluded from Total Community Expenditures (see Step 1.3), then reapplied to adjust the Base 
CPA. This ensures that only the adjustment factor applicable during the Performance Year is used 
to adjust the Base CPA.  Please see Appendix G, Table of Adjustments, for a complete list of 
adjustments to the CPA. Example calculations for these adjustments can be found in Step 6. 
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To ensure that a Participant Hospital is not unfairly advantaged or disadvantaged with respect to 
IPPS/OPPS policy incentives, the CPA is adjusted by calculating a hospital and payment 
adjustment specific percentage adjustment to the CPA that is equal to the applicable share of 
revenue adjusted in the program as under FFS. This is necessary because these adjustments apply 
only to certain subsets of the payments used to estimate the benchmark and CPA. For example, 
VBP and HRRP are only applicable to the Base DRG Operating Amounts on inpatient claims. 

The CPA Payment Adjustment for each payment adjustmentk and Participant Hospitali is 
calculated as, 

(𝐸𝐸𝐸𝐸. 6) 𝐶𝐶𝑃𝑃𝐴𝐴 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐴𝐴𝐸𝐸𝐴𝐴𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝑖𝑖,𝑘𝑘 = 𝐴𝐴𝐸𝐸𝐸𝐸𝑇𝑇𝐶𝐶𝐵𝐵𝑇𝑇𝐷𝐷𝑇𝑇𝐸𝐸 𝑆𝑆ℎ𝑇𝑇𝐸𝐸𝐸𝐸 𝐶𝐶𝐵𝐵 𝑅𝑅𝐸𝐸𝑃𝑃𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸𝑖𝑖,𝑘𝑘 ∗ 

� 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐴𝐴𝐸𝐸𝐴𝐴𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐹𝐹𝑇𝑇𝐵𝐵𝐶𝐶𝐶𝐶𝐸𝐸𝑖𝑖,𝑘𝑘� ∗  𝐷𝐷𝐶𝐶𝐸𝐸𝐸𝐸𝐵𝐵𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝐶𝐶𝐵𝐵 𝐴𝐴𝐸𝐸𝐴𝐴𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 

Where, 
Payment Adjustment Factor = The specific adjustment factor used to adjust FFS claims. 
CMS publishes payment adjustment factors for VBP, HRRP, Low Volume Adjustment, 
Indirect Medical Education, and Disproportionate Share Hospital adjustments annually as part 
of the IPPS rulemaking process. Other programs apply a percentage reduction to payment for 
hospitals under certain conditions. These percentage reductions will be converted a payment 
adjustment factor for purposes of the CPA. For example, under the HACRP program, 
hospitals with a Total Hospital Acquired Condition (HAC) score greater than the 75th 
percentile of all Total HAC Scores, receive a 1% payment reduction. This is analogous to a 
payment reduction factor of .99.  
Total Community Expenditures is calculated by normalizing paid amounts to a Community 
Weighted Wage Index (See Appendix G). As a result, a Community-specific wage index 
adjustment is calculated as the difference between the hospital-specific wage index during the 
Performance Year and the Weighted Community Wage Index.  
If the payment program does not supply a payment adjustment factor, the payment differential 
will be calculated as the ratio between the relevant payments and what would have been paid 
without the adjustment. Please see Appendix G for more details. 
Direction of Adjustment = Set to 1 or -1 depending on if the payment adjustment is applied 
in Medicare FFS as a reduction to payment or as an increase in payment.  
Applicable Share of Revenue = The percentage of the hospital-specific paid amount that is 
in-scope for adjustment under the rules of each payment adjustment. The Prospective 
Community Benchmark, Final Community Benchmark, and CPA effectively include payment 
for all Eligible Hospital Services for Aligned Residents and this adjustment ensures that the 
payment adjustment in Community Transformation Track is applied to revenue consistent 
with the rules of the payment adjustment. The Applicable Share of Revenue is calculated for 
each Participant Hospital and adjustment as, 

(𝐸𝐸𝐸𝐸. 7) 𝐴𝐴𝐸𝐸𝐸𝐸𝑇𝑇𝐶𝐶𝐵𝐵𝑇𝑇𝐷𝐷𝑇𝑇𝐸𝐸 𝑆𝑆ℎ𝑇𝑇𝐸𝐸𝐸𝐸 𝐶𝐶𝐵𝐵 𝑅𝑅𝐸𝐸𝑃𝑃𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸 =
𝐹𝐹𝐹𝐹𝑆𝑆 𝑃𝑃𝐸𝐸𝐶𝐶𝐷𝐷𝐸𝐸𝑇𝑇𝐶𝐶 𝑃𝑃𝑇𝑇𝐸𝐸𝐶𝐶𝐸𝐸

𝑇𝑇𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝑃𝑃𝑇𝑇𝐶𝐶𝐸𝐸 𝐶𝐶𝐶𝐶 𝐻𝐻𝐶𝐶𝐸𝐸𝐸𝐸𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐵𝐵𝐶𝐶𝐸𝐸 𝐸𝐸𝑇𝑇𝐶𝐶𝐷𝐷𝐶𝐶𝐷𝐷𝑇𝑇𝐸𝐸 𝑆𝑆𝐸𝐸𝐸𝐸𝑃𝑃𝐶𝐶𝐵𝐵𝐸𝐸𝐸𝐸
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Where, 
FFS Program Basis = The sum of applicable payment amounts during the Baseline from FFS 
claims for Eligible Hospital Services. For example, HRRP18 and VBP19 are applicable only to 
the Base Operating DRG amounts on inpatient claims. This means that the adjustment is not 
applicable to all inpatient payments and not all claims submitted by the Participant Hospital. 
Adjustments for HACRP20 are applied after adjustments for HRRP, VBP, Disproportionate 
Share Hospital, and Indirect Medical Education adjustments and therefore have a different 
basis than HRRP or VBP. The Low Volume Adjustment FFS Program Basis is the allowed 
amount, what CMS calculates as the FFS rate prior to beneficiary cost-sharing, for all inpatient 
claims. 
Total Paid to Hospital for Eligible Hospital Services = Sum of paid amounts from Eligible 
Hospital Services for Aligned Residents of the Community during the Baseline. For 
Performance Year 2023 , the paid amounts are from FFS claims included in the Baseline. For 
subsequent Performance Years, the Total Paid to Hospital for Eligible Services is calculated 
from No-Pay claims. 

National Medicare Quality Program Note: Payment adjustment factors for programs such as VBP, 
HACRP, and HRRP are published by CMS in September so that they can be applied to payments 
during the upcoming fiscal year. Each Community Transformation Track Performance Year begins 
in January, which spans a portion of two federal fiscal years (January to September and October to 
December). The CPA calculated in August prior to the Performance Year will use the prior fiscal 
year’s payment adjustment factor. The CPA will be adjusted retroactively to account for the 
updated payment adjustment factor published by CMS in September at Mid-Year Reconciliation. 

2. Special Designation Hospital Adjustment (CAH, MDH, Rural Emergency 
Hospitals, etc.) 

For payment programs that apply to Critical Access Hospitals, Medicare Dependent Hospitals, 
Rural Emergency Hospitals, and Sole Community Hospitals, the CPA is adjusted by a Special 
Designation Hospital (SDH) Payment Adjustment Factor. For these types of hospitals, the FFS 
Program Basis includes all eligible claims and would the Applicable Share of Revenue would be 
set to 1. For Performance Year 2023, the FFS Program Basis is calculated from FFS claims 
included in the Baseline. For subsequent Performance Years, the FFS Basis is calculated from No-
Pay Claims.  
The purpose of the SDH adjustment is to ensure that these special types of hospitals continue to 
receive reimbursement that accounts for their unique cost structure. The Community Benchmark is 
effectively weighted towards IPPS/OPPS payment rates because the majority of services provided 
to Aligned Residents are provided by IPPS/OPPS hospitals. The SDH adjustment calculates a ratio 
between the SDH’s total payments from CMS after reconciliation to 101% of cost and those claims 
repriced as IPPS/OPPS for this reason. In CHART, SDH CPAs are adjusted to meet the hospital’s 

 
18  Hospital Readmissions Reduction Program Frequency Asked Questions (2020, January). Center for Medicare & Medicaid Services. 

Retrieved June 1, 2020 from https://qualitynet.cms.gov/files/5f294d57f75e42002168c687?filename=FY2021_HRRP_FAQs.pdf 
19  (n.d). Medicare.gov. Retrieved June 1, 2020, from  

https://www.medicare.gov/HospitalCompare/Data/payment-adjustments.html 
20  (n.d.). Center for Medicare & Medicaid Services. Retrieved June 1, 2020 from 

https://qualitynet.cms.gov/files/5f103ed32bd4670021abc171?filename=FY21_HACRP_FAQ.pdf  

https://qualitynet.cms.gov/files/5f294d57f75e42002168c687?filename=FY2021_HRRP_FAQs.pdf
https://www.medicare.gov/HospitalCompare/Data/payment-adjustments.html
https://qualitynet.cms.gov/files/5f103ed32bd4670021abc171?filename=FY21_HACRP_FAQ.pdf


 2021 CHART Financial Specs 

  30 

cost needs by applying this ratio rather than reconciling back to cost under the usual mechanisms in 
Medicare FFS 
The Special Status Payment Adjustment Factor will be calculated as the ratio between the relevant 
special status payments and repriced claims under FFS as shown below, 

(𝐸𝐸𝐸𝐸. 8) 𝑆𝑆𝐸𝐸𝐸𝐸𝐵𝐵𝐶𝐶𝑇𝑇𝑇𝑇 𝐷𝐷𝐸𝐸𝐸𝐸𝐶𝐶𝐷𝐷𝐶𝐶𝑇𝑇𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝐻𝐻𝐶𝐶𝐸𝐸𝐸𝐸𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐴𝐴𝐸𝐸𝐴𝐴𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐹𝐹𝑇𝑇𝐵𝐵𝐶𝐶𝐶𝐶𝐸𝐸 

 =  
𝑆𝑆𝐸𝐸𝐸𝐸𝐵𝐵𝐶𝐶𝑇𝑇𝑇𝑇 𝑆𝑆𝐶𝐶𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸 𝑈𝑈𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸 𝐹𝐹𝐹𝐹𝑆𝑆

𝐼𝐼𝐶𝐶𝐶𝐶𝐸𝐸𝐸𝐸𝐶𝐶𝐶𝐶 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸 𝐴𝐴𝐸𝐸𝐴𝐴𝐶𝐶𝐸𝐸𝐶𝐶𝐸𝐸𝐸𝐸 𝐶𝐶𝐶𝐶 𝐼𝐼𝑃𝑃𝑃𝑃𝑆𝑆 𝑂𝑂𝑃𝑃𝑃𝑃𝑆𝑆 𝑅𝑅𝑇𝑇𝐶𝐶𝐸𝐸𝐸𝐸
         

Where, 
Special Status Payments Under FFS = Total value of payments made to Participant Hospital 
by Medicare as part of the FFS program recorded on the cost report. This includes both 
interim payments and any settlement amounts. 
Interim Payments Adjusted to IPPS-OPPS Rates = Interim payments from the cost report 
divided by the repricing ratio. This represents the value of claims submitted by the hospital if 
those claims were paid under IPPS or OPPS. 

Actual interim payments made by CMS and IPPS or OPPS payments are repriced using pricing 
software. The Repricing Ratio is the ratio between interim payments on repriced claims made by 
CMS and repriced IPPS or OPPS payments. The set of claims used for repricing is extracted prior 
to calculating the Prospective CPA and includes 12 months of claims corresponding to the 
hospital’s most recently completed fiscal year. The Repricing Ratio is calculated as, 

𝑅𝑅𝐸𝐸𝐸𝐸𝐸𝐸𝐶𝐶𝐵𝐵𝐶𝐶𝐶𝐶𝐷𝐷 𝑅𝑅𝑇𝑇𝐶𝐶𝐶𝐶𝐶𝐶 (𝐸𝐸𝐸𝐸. 9) =  
𝐼𝐼𝐶𝐶𝐶𝐶𝐸𝐸𝐸𝐸𝐶𝐶𝐶𝐶 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸 𝐶𝐶𝐶𝐶 𝑅𝑅𝐸𝐸𝐸𝐸𝐸𝐸𝐶𝐶𝐵𝐵𝐸𝐸𝐸𝐸 𝐶𝐶𝑇𝑇𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸

𝑃𝑃𝑇𝑇𝐶𝐶𝐸𝐸 𝑇𝑇𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐸𝐸 𝑇𝑇𝐵𝐵𝐶𝐶𝐸𝐸𝐸𝐸 𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐶𝐶𝐵𝐵𝐶𝐶𝐶𝐶𝐷𝐷 𝐶𝐶𝐶𝐶 𝐼𝐼𝑃𝑃𝑃𝑃𝑆𝑆 𝐶𝐶𝐸𝐸 𝑂𝑂𝑃𝑃𝑃𝑃𝑆𝑆
 

Where, 
Interim Payments on Repriced Claims = The total CMS paid to the hospital on the set of 
claims used for repricing. 

Paid Amount After Repricing to IPPS or OPPS = The amount CMS would have paid to the 
hospital if those same claims were paid under IPPS or OPPS.  The paid amount is calculated 
using beneficiary out-of-pocket amounts as calculated by the MAC at the time the claims were 
originally processed. 

3. Area Deprivation Index Adjustment  
CHART is designed to support healthcare transformation in rural communities. However, even 
between rural communities, there are health disparities based in part on the structure of the 
communities. The calculation of the Area Deprivation Index (ADI) 21 adjustment in the 
Community Transformation Track is designed to offer targeted support in an effort to support 
those Communities and hospitals serving populations with greater need. This population-based 
adjustment is designed to provide more equitable payments to Communities and Participant 
Hospitals that serve populations from geographic areas with disproportionately high levels of 

 
21  About the Neighborhood Atlas (n.d.). Neighborhood Atlas. Retrieved April 1, 2021, from https://www.neighborhoodatlas.medicine.wisc.edu/ 

https://www.neighborhoodatlas.medicine.wisc.edu/
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social needs (as measured by ADI), with the goal of supporting transformation of Communities 
and Participant Hospitals to address the health disparities of the populations they serve. CMS 
intends to use the Transformation Plans and other reporting mechanisms to learn and track how 
Communities and Participant Hospitals are using this adjustment to address health disparities. 

Funding is first directed to Communities with the highest need. Need is determined as the disparity 
between the defined Community and the average national rural22 level of socioeconomic 
disadvantage as measured by the ADI. After determining the Community level of need and the 
corresponding ‘pool’ of funding, the funding is directed to Participant Hospitals that serve the 
highest share of the Community’s most disadvantaged beneficiaries. The specific calculations are 
included below in Equations 10 and 11. 

Communities might not be eligible for an ADI adjustment (which is a positive adjustment only); 
this adjustment is applicable only to Communities that, according to the ADI, are more 
disadvantaged than rural communities in the rest of nation. In the formula below, the ratio of the 
Community’s mean ADI to National Rural mean ADI (Rn) must be greater than 1 in order to 
receive an ADI Adjustment. ADI Adjustment payments are made over the first five Performance 
Years so long as Rn is greater than 1 and are not included in the CPA or any reconciliation 
processes.  

Step 1: Community SDOH Pool 
For Communities that are more disadvantaged than rural areas nationally (Rn >1), the Community 
SDOH Pool can be calculated as, 

(𝐸𝐸𝐸𝐸. 10) 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑆𝑆𝐷𝐷𝑂𝑂𝐻𝐻 𝑃𝑃𝐶𝐶𝐶𝐶𝑇𝑇 = 𝑃𝑃𝑇𝑇𝐸𝐸𝐸𝐸 𝐷𝐷𝐶𝐶𝐸𝐸𝐸𝐸𝑇𝑇𝐸𝐸𝐶𝐶𝐶𝐶𝐶𝐶 𝐴𝐴𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 ∗ 𝑃𝑃 ∗ 𝑅𝑅𝑛𝑛 ∗  𝑆𝑆 
Where, 

Base Disparity Amount = Funding amount set by CMS on a per-beneficiary basis so that 
funding can be adjusted for the size of the Community when multiplied by beneficiary 
months. This amount is set at $1.50 PBPM. 
B = Estimated Performance Year Beneficiary months. See Step 2.1. 
Rn = Ratio of the Community’s mean ADI to National Rural mean ADI. As noted above, this 
must be greater than 1 for the Community’s Participant Hospitals to become eligible for the 
ADI adjustment. The Community and National Rural mean ADIs are calculated as a weighted 
average by beneficiary months with no continuous eligibility requirements. The National rural 
mean ADI is exclusive of CHART states. 
S = Total share of services provided to residents of the community by all Participant Hospitals 
as calculated in a manner similar to Step 4.3 above. The share of services is calculated as the 
sum of Distribution of Services submitted by all Participant Hospitals for Aligned Residents in 
the Community divided by the sum of allowed amounts from claims for Eligible Hospital 
Services for all Aligned Residents of the Community. This is so that funding is allocated 

 
22  In this instance, nation refers to all Medicare beneficiaries living in the United States, with Part A or Part B coverage who are not enrolled in 

Medicare Advantage and meet all other CHART eligibility requirements but do not reside in CHART states. Rural refers to beneficiaries 
living in areas designated by FORHP as rural. 
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according to the amount of services provided to Aligned Residents by Participant Hospitals, 
rather than all hospitals that provided services to the Community. 

Step 2: Distribution of Community SDOH Pool 
After calculating the Community SDOH Pool in Step 1, funding is then distributed to Participant 
Hospitals according to the proportion of the highest need beneficiaries that they serve. The 
Participant Hospital specific distribution can be calculated for each Participant Hospitali, 

(𝐸𝐸𝐸𝐸. 11) 𝑃𝑃𝑇𝑇𝐸𝐸𝐶𝐶𝐶𝐶𝐵𝐵𝐶𝐶𝐸𝐸𝑇𝑇𝐶𝐶𝐶𝐶 𝐻𝐻𝐶𝐶𝐸𝐸𝐸𝐸𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝑆𝑆𝐸𝐸𝐸𝐸𝐵𝐵𝐶𝐶𝐵𝐵𝐶𝐶𝐵𝐵 𝑆𝑆𝐷𝐷𝑂𝑂𝐻𝐻 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝑖𝑖 = 

𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑆𝑆𝐷𝐷𝑂𝑂𝐻𝐻 𝑃𝑃𝐶𝐶𝐶𝐶𝑇𝑇 ∗ 

𝑆𝑆ℎ𝑇𝑇𝐸𝐸𝐸𝐸 𝐶𝐶𝐵𝐵 𝑃𝑃𝐸𝐸𝐶𝐶𝐸𝐸𝐵𝐵𝐶𝐶𝐵𝐵𝐶𝐶𝑇𝑇𝐸𝐸𝐶𝐶𝐸𝐸𝐸𝐸 𝐶𝐶𝐶𝐶 𝐴𝐴𝐷𝐷𝐼𝐼 𝑄𝑄𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑇𝑇𝐸𝐸𝐸𝐸 4 𝑇𝑇𝐶𝐶𝐸𝐸 5𝑖𝑖   
Where, 

Share of Beneficiaries in ADI Quintile 4 and 5 Beneficiaries = The count of Aligned 
Residents with an Eligible Hospital Service in ADI quintile 4 or 5 (most deprived populations) 
at the Participant Hospitali divided by the count of Aligned Residents with an Eligible 
Hospital Service at any Participant Hospital in the Community in ADI quintile 4 or 5. 
Quintiles are calculated for each Community by assigning each Aligned Resident an ADI 
score corresponding to the 9-digit zip where they lived for the plurality of months during the 
Baseline or most recent Performance Year A quintiles corresponds to a grouping of one-fifth 
(20%) of a distribution of these ADI scores, rather than one hundredth (or one percent). 
Aligned Residents are ranked by the ADI for their assigned 9-digit zip, then the most 
disadvantaged two fifths of beneficiaries are targeted (those in Quintile 4 or 5). Beneficiaries 
are counted if they receive any Eligible Hospital Service from a Participating Hospital. 
Therefore, beneficiaries may be counted for more than one hospital.  

The Share of Beneficiaries in ADI Quintile 4 and 5 can also be written as, 

 (𝐸𝐸𝐸𝐸. 12) 𝑆𝑆ℎ𝑇𝑇𝐸𝐸𝐸𝐸 𝐶𝐶𝐵𝐵 𝑃𝑃𝐸𝐸𝐶𝐶𝐸𝐸𝐵𝐵𝐶𝐶𝐵𝐵𝐶𝐶𝑇𝑇𝐸𝐸𝐶𝐶𝐸𝐸𝐸𝐸 𝐶𝐶𝐶𝐶 𝐴𝐴𝐷𝐷𝐼𝐼 𝑄𝑄𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑇𝑇𝐸𝐸 4 𝑇𝑇𝐶𝐶𝐸𝐸 5𝑖𝑖   

=  
𝐴𝐴
𝑃𝑃 

 

Where, 
A = Count of Aligned Residents in ADI Quintile 4 or 5 with a claim for an Eligible Hospital 
Service at Participant Hospital 
B = Count of Aligned Residents in ADI Quintile 4 or 5 with a claim for an Eligible Hospital 
Service at any Participant Hospital 

For each Performance Year, 12 months of data beginning 18 months prior to the Performance Year 
is used in all calculations above. The most recently available ADI published in the University of 
Wisconsin Neighborhood Atlas is used to measure disparities, though CMS reserves the right to 
modify the ADI metric used to make these calculations. 

4. CMS Discount Factor 
A percentage discount will be applied to each Participant Hospital’s CPA after applying 
all other adjustments described above. Participant Hospitals keep the remaining margin 
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between their End-of-Year CPA and their costs. Acknowledging the financial instability of many 
rural hospitals and that transformation (as specified by the Transformation Plans) takes time to 
implement, the discount rate is set at 0.5% in Performance Year 2023, 1.0% in Performance Year 
2024 , and increases starting in Performance Year 2025  depending on the Community’s total paid 
amount from claims for Eligible Hospital Services under a CPA.  
A Community’s discount rate is determined by Exhibit 8.  

Exhibit 8: Community and Hospital Transformation Preliminary Discount Rates 
Total Community 

Capitated Payment 
revenue (x) at or 

below: 

PP1 PP2 PP3 PP4 – PP6 

0 < x ≤ 15 million (M)  0.5% 1.0% 2.5% 3.0% 
15 < x ≤ 20 M  0.5% 1.0% 2.4% 2.9% 
20 < x ≤ 25 M 0.5% 1.0% 2.3% 2.8% 
25 < x ≤ 30 M 0.5% 1.0% 2.2% 2.7% 
30 < x ≤ 35 M 0.5% 1.0% 2.1% 2.6% 

 35 < x ≤ 40 M 0.5% 1.0% 2.0% 2.5% 
40 < x ≤ 45 M 0.5% 1.0% 1.9% 2.4% 
45 < x ≤ 50 M 0.5% 1.0% 1.8% 2.3% 
50 < x ≤ 55 M 0.5% 1.0% 1.7% 2.2% 
55 < x ≤ 60 M 0.5% 1.0% 1.6% 2.1% 
60 < x ≤ 70 M 0.5% 1.0% 1.5% 2.0% 
70 < x ≤ 80 M 0.5% 1.0% 1.4% 1.9% 
80 < x ≤ 90 M 0.5% 1.0% 1.3% 1.8% 

90 < x ≤ 100 M 0.5% 1.0% 1.2% 1.7% 
100 < x ≤ 120 M 0.5% 1.0% 1.1% 1.6% 
120 < x ≤ 140 M 0.5% 1.0% 1.0% 1.5% 
140 < x ≤ 160 M 0.5% 1.0% 1.0% 1.4% 
160 < x ≤ 180 M 0.5% 1.0% 1.0% 1.3% 
180 < x ≤ 200 M 0.5% 1.0% 1.0% 1.2% 
200 < x ≤ 220 M 0.5% 1.0% 1.0% 1.1% 
220 < x ≤ 240 M 0.5% 1.0% 1.0% 1.0% 
240 < x ≤ 260 M 0.5% 1.0% 1.0% 1.0% 
260 < x ≤ 280 M 0.5% 1.0% 1.0% 1.0% 
280 < x ≤ 300 M 0.5% 1.0% 1.0% 1.0% 

300 M < x 0.5% 1.0% 1.0% 1.0% 
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After selecting the Community discount percentage from the table above, each Participant 
Hospital’s Discount is by default calculated by multiplying the value in the table above by the 
Participant Hospital’s CPA after all other adjustments. See Step 6 for more information. 

a. Accounting for smaller Cooperative Agreement amount 
Before the beginning of Performance Year 2024, Lead Organizations may request to receive less 
cooperative agreement funding in exchange for a lower discount factor for their Participant 
Hospitals. CMS may allow additional opportunities for Lead Organizations to request, in writing, 
less cooperative agreement funding in exchange for a lower discount on a case-by-case basis. 
Requests must be made by September 1 ahead of the given Performance Year in which the lower 
discount factor will be applied.  

The discount factor reduction equates to a dollar-for-dollar exchange with the total amount of 
money CMS expects to recoup from all Participating Hospitals’ CPAs for a given Performance 
Year—or throughout the duration of the Model depending on the amount of funds returned. For 
example, if CMS expects to retain $5 million from the discount factors in the current design and a 
Lead Organization chooses to return $1 million in Cooperative Agreement funds, CMS would 
adjust Participant Hospital CPAs in future Performance Years to only recoup $4 million in total 
from the Community discount factor. 

b. Accounting for different distribution in discount 
Lead Organizations will be able to negotiate participant-level discount factors with Participating 
Hospitals, subject to CMS approval, so long as the aggregate discount equals the final discount 
factor for the total revenue in the Community. This will allow Participant Hospitals and Lead 
Organizations to optimize participant-level discount factors to hospitals of different sizes to help 
recruit and retain Participant Hospitals. The Lead Organization must submit any request to adjust 
participant-level discount factors to CMS by September 1 ahead of the given Performance Year in 
which the discount factors will take effect.   

The example below shows how this might work in a fictitious Community. Participant Hospitals 
CPAs in this example total $140M which results in a discount of $700,000 at a 0.5% discount rate. 
The default distribution of the discount is proportional to each hospital’s CPA. In this example, the 
Lead Organization negotiated with Hospitals A and E to have Hospital A absorb Hospital E’s CPA 
because it is far larger and more stable financially. 

Exhibit 9: Sample Adjustment to Participant Level Discount 

Hospital 
Capitated 
Payment 
Amount 

Portion of Total 
Capitated 
Payment 
Amount 

Discount if 
Applied 

Proportionally 

Discount 
with 

Negotiation 

A $46,000,000 33% $230,000 $255,000 

B $37,000,000 26% $185,000 $185,000 

C $29,000,000 21% $145,000 $145,000 

D $23,000,000 16% $115,000 $115,000 

E $5,000,000 4% $25,000 $0 



 2021 CHART Financial Specs 

  35 

Hospital 
Capitated 
Payment 
Amount 

Portion of Total 
Capitated 
Payment 
Amount 

Discount if 
Applied 

Proportionally 

Discount 
with 

Negotiation 

Total $140,000,000 100% $700,000 $700,000 

Discount Rate 0.5% 
 

Discount Amount $700,000 
 

Step 6: Apply each Participant Hospital’s Adjustments 

  

After calculating a Participant Hospital’s Base CPA and hospital-specific adjustments in Step 5, 
the prospective Participant Hospital CPA for hospitali is calculated as, 

(𝐸𝐸𝐸𝐸. 13) 𝑃𝑃𝐸𝐸𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸𝐵𝐵𝐶𝐶𝐶𝐶𝑃𝑃𝐸𝐸 𝐻𝐻𝐶𝐶𝐸𝐸𝐸𝐸𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐶𝐶𝑇𝑇𝐸𝐸𝐶𝐶𝐶𝐶𝑇𝑇𝐶𝐶𝐸𝐸𝐸𝐸 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐴𝐴𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 (𝐶𝐶𝑃𝑃𝐴𝐴)𝑖𝑖 = 

𝑃𝑃𝑇𝑇𝐸𝐸𝐸𝐸 𝑃𝑃𝐸𝐸𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸𝐵𝐵𝐶𝐶𝐶𝐶𝑃𝑃𝐸𝐸 𝐶𝐶𝑃𝑃𝐴𝐴𝑖𝑖 ∗ ∑ 𝐶𝐶𝑃𝑃𝐴𝐴 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐴𝐴𝐸𝐸𝐴𝐴𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝑖𝑖𝑘𝑘
1 − 𝐶𝐶𝑃𝑃𝑆𝑆 𝐷𝐷𝐶𝐶𝐸𝐸𝐵𝐵𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶  

Where, 
CPA Payment Adjustmenti,k = The hospital-specific payment adjustment factors calculated 
in Step 5 are multiplied for all payment adjustments applicable to the Participant Hospital, 
which is represented by k. In addition to the CHART Model specific discount adjustment and 
the ADI Adjustment, please see Appendix G, Table of Adjustments for a complete list of 
Medicare IPPS/OPPS FFS adjustments. 
CMS Discount = Reduction to CPA described in Step 5 above. This is calculated by 
multiplying together the Base Prospective CPA, CPA Payment Adjustmentsi,k, and the 
discount percentage from Exhibit 8 above. 

Exhibit 10 provides a hypothetical example calculation that applies several adjustments to the Base 
Prospective CPA. This example focuses on the following adjustments for simplicity.  

 CMS Quality Programs: In this example, the Applicable Share of Revenue is 50% for CMS 
Quality Programs because these programs only apply to inpatient or outpatient services and 
the CPA includes payment for inpatient and outpatient services. 
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 Low Volume adjustment: The Applicable Share of Revenue is 55% for the Low Volume 
Adjustment because it is calculated using the allowed amount, which includes beneficiary 
cost-sharing.  

Please see Appendix H for a comprehensive example that includes all adjustments. 

Exhibit 10: Example Adjustment for CMS Quality Programs & Low Volume Status 
Line   

1 Base CPA for PP1 $5,000,000 

2 Applicable Share of Revenue for HRRP 50% 

3 Applicable Share of Revenue for VBP 50% 

4 Applicable Share of Revenue for HACRP 49% 

5 Applicable Share of Revenue for IQR 50% 

6 Applicable Share of Revenue for OQR 50% 

7 Applicable Share of Revenue for Low Volume Adjustment 55% 

8 HRRP Payment Adjustment Factor 0.990 

9 VBP Payment Adjustment Factor 0.985 

10 HACRP Payment Adjustment Factor 1.000 

11 IQR Adjustment Factor 1.000 

12 OQR Adjustment Factor 1.000 

13 Low Volume Adjustment Factor 1.200 

14 CPA Adjustment for HRRP (Line 1 * Line 2 * (1-Line 8) * -1) -$25,000 

15 CPA Adjustment for VBP (Line 1 * Line 3 * (1-Line 9) * -1) -$37,500 

16 CPA Adjustment for HACRP (Line 1 * Line 4 * (1-Line 10) * -1) $0 

17 IQR Adjustment for IOR (Line 1 * Line 5 * (1-Line 11) * -1) $0 

18 OQR Adjustment for OQR (Line 1 * Line 6 * (1-Line 12) * -1) $0 

19 CPA Adjustment for Low Volume (Line 1 * Line 7 * (1-Line 13) * -1) $550,000 

20 Total CPA Adjustment for HRRP, VBP, HACRP, IOR, OQR, Low Volume (Sum of lines 
14-20) $487,500 

21 CPA for PP1 after Adjustment (Sum of lines 1 and 20) $5,487,500 

In Exhibit 9, the hospital received a 1% penalty for HRRP, a 1.5% penalty for VBP, and no 
reduction for HACRP. No adjustment was applied for IQR and OQR. In this example, the Low 
Volume Adjustment as calculated according to relevant IPPS/OPPS rules, would add a 20% 
premium to hospital payments.  

Exhibit 10 demonstrates the adjustment for a Critical Access Hospital. CAH status in this example 
adds a 5% premium relative to IPPS/OPPS, which is the majority of the data used to calculate the 
Prospective Community Benchmark, so the Payment Adjustment Factor is 1.05. This is calculated 
as described in Step 5.2 by calculating a ratio of FFS payments to the Participant Hospital to what 
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those same claims would have paid under IPPS/OPPS. The Applicable Share of Revenue is 100% 
because CAH cost-based reimbursement is applicable to all services that are part of the CPA. 

Exhibit 11: Example Adjustment for Critical Access Hospital Status 
Line   

1 Base CPA for PP1 $5,000,000 

2 Applicable Share of Revenue for Critical Access Hospital 100% 

3 Special Status Payments Under FFS $4,725,000 

4 Repriced Claims Under FFS $4,500,000 

5 CAH Status Adjustment Factor (Line 3 / Line 4) 1.05 

6 CPA Adjustment for CAH Status (Line 1 * Line 5) $250,000 

7 CPA for PP1 after Adjustment (Line 1 + Line 6) $5,250,000 
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III. Reconciliation 

A. Mid-Year and End-of-Year Adjustments 

The Benchmark and Prospective Participant Hospital CPA are updated mid-year (August) during 
a Performance Year and after the end of a Performance Year. These reconciliations adjust for 
changes in the same criteria used to prospectively calculate the CPA at the beginning of a 
Performance Year. These adjustments allow the Final Community Benchmark to represent what 
the Prospective Community Benchmark would have been if it were possible to perfectly predict 
the Community’s population and demographics (as detailed in Section II Step 2). Exhibit 12 
describes when each factor is updated.  

Exhibit 12: Timing of CPA and Benchmark Updates 

Adjustment Mid-Year & Next 
Performance Year End of Year Applies to 

Community 
Benchmark 
Adjustments 

Population (Bene 
Months) X X Benchmark 

Demographics X X Benchmark 

Trend X X Benchmark 

Outliers  X Benchmark 

Hospital Specific 
Adjustments 

Distribution of 
Services X X CPA 

Quality X(see 23)  CPA 

IPPS/OPPS 
Adjustments X(see 24) X CPA 

Special Status 
Adjustments  X CPA 

CMS Policy Change As needed As needed Benchmark 
and/or CPA 

Similar to calculations for the Prospective Community Benchmark and Participant Hospital CPA, 
adjustments are applied to the Final Community Benchmark first then, as described in Steps 4 and 
5 above, the adjusted benchmark is used to calculate the Participant Hospital-specific CPAs. 

During the Mid-Year Reconciliation in August of the Performance Year, the CPA is adjusted to 
account for updates applicable to payments that have already occurred during the Performance 
Year and to apply updates for future payments during the remainder of the Performance Year. For 
example, if the trend factor is higher when calculated at mid-year than the original projection, the 
CPA paid to the hospital is adjusted to account for both the difference in the trend over the first six 
months of the Performance Year and for anticipated higher trend over the last six months of the 
current Performance Year. The entire value of this change is incorporated into the remaining 

 
23  See Section III.A.2.c for more information. 
24  IPPS/OPPS adjustments may depend on information published by other parts of CMS and/or the timing of cost report submissions. The CPA 

calculation will use the most recent data available for this adjustment. If more recent data becomes available that is applicable to the 
Performance Year, the CPA will be adjusted as part of the next Mid-Year or Final Reconciliation. 
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payments for the Performance Year (September-December). Any downward adjustments to the 
CPA due to Mid-Year Reconciliation may be limited to ensure payment stability during the 
Performance Year. Any such limit to the adjustment amount would be factored into the End-of-
Year Reconciliation. Please see the sample payment calculation in Appendix H for an example. 

End-of-Year Reconciliation occurs during September after the end of the Performance Year so that 
adjustments that are applied to the benchmark or CPA can be calculated using substantially 
complete claims data.25 A completion factor is applied to the claims data to account for the small 
percentage of No-Pay claims that were incurred during the Performance Year but have not yet been 
submitted to or processed by Medicare after allowing  eight months for Claims Run-Out. 

Similar to timing of the Performance Year 2023 Prospective Community Benchmark and 
Participant Hospital CPAs, each subsequent Performance Year’s Prospective Community 
Benchmark and Participant Hospital-Specific CPA is calculated the fall prior to the start of that 
Performance Year. Therefore, the mid-year update to the data in Exhibit 12 is used to set the 
Prospective Community Benchmark and Participant Hospital-Specific CPA for the next 
Performance Year. Using the same trend example, the adjustment for higher-than-expected trend 
would also be used to calculate the Prospective Community Benchmark for the next Performance 
Year. Please see Section IV for more information about the how these adjustments are applied to 
future Performance Years.  

1. Community Benchmark Adjustments 
a. Calculate Adjustments 

i. Population 
Estimated Beneficiary Months are updated mid-year to include six months of actual Aligned 
Resident beneficiary months from the start of the Performance Year through June of the 
Performance Year plus six months of Estimated Beneficiary Months for July-December. The 
number of beneficiaries in the 6th month of the Performance Year (June) is multiplied by the 
average number of beneficiary months per beneficiary for the remaining duration of the 
Performance Year to calculate six months of Estimated Beneficiary Months. At End-of-Year 
Reconciliation, Community Beneficiary Months for all 12 months of the Performance Year are 
used in place of Estimated Beneficiary Months. Please see Section II Step 1.2 for more 
information about how Community Beneficiary Months are defined. 

ii. Demographics 
During Mid-Year Reconciliation, the Demographic Adjustment is re-calculated using updated 
New-Enrollee HCC scores for Aligned Residents during the first six months of a Performance 
Year. The New-Enrollee HCC Risk Score does not use diagnosis data so it can be calculated in 
August of a Performance Year, without Claims Run-Out. 

 
25  CCW White Paper: Medicare Claims Maturity, General Dynamics Information Technology (GDIT), Retrieved 

August 1, 2021 https://www.ccwdata.org/documents/10280/19002256/medicare-claims-maturity.pdf 

https://www.ccwdata.org/documents/10280/19002256/medicare-claims-maturity.pdf
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During End-of-Year Reconciliation, the Demographic Adjustment is re-calculated using updated 
New-Enrollee HCC Risk Score for the Aligned Residents during a Performance Year. Please see 
Section II, Step 2.3 for more information about how this adjustment is calculated. 

iii.Trend 
Two different methods for calculating the trend in health care expenditures are used at Mid-Year 
and End-of-Year Reconciliation. 

 For the Mid-Year Reconciliation, during Performance Year 2023 and Performance Year 
2024, the Forecasted Community PBPM is updated by re-running the Community-
Specific ARIMA model with claims through six months prior to the start of the 
Performance Year, which allows for 12 months of runout. After Performance Year 2025, 
the Regional ARIMA is used instead. 

 At End-of-Year Reconciliation, a Regional Trend factor, calculated from a cohort of 
matched rural beneficiaries not participating in CHART is used to calculate the Final 
Community Benchmark. This trend calculation, like all others, is Community-specific.  

The Community-Specific ARIMA is only used for the first two Performance Years because 
starting in Performance Year 2025, the Trend Lookback Period would start to include Performance 
Year 2023. As described in Section II Step 2.2, the trend factor is intended to represent a 
counterfactual of what would have occurred in the absence of the model: including utilization 
changes resulting from the model would not be consistent this intent.  

The Regional Trend factor is used for End-of-Year Reconciliation in all Performance Years 
because testing with historical data showed better predictive accuracy than the Community-
Specific ARIMA. The Regional Trend factor is calculated retrospectively so requires Claims Run-
Out and cannot be used for either the Prospective Community Benchmark or the Mid-Year 
adjustment.  

As described above, CHART Baselines will be finalized depending on when expenditure patterns 
stabilize given the Coronavirus disease 2019. Please see Appendix D for more information. 

Exhibit 13: Trend Adjustment Timing 
Performance Year  Trend Factor 

PY 2023  & PY 2024  – Initial 
Community-Specific ARIMA – Select the best fitting ARIMA specification 
for each Community. This may be calculated using either the Initial 
Baseline or Subsequent Baseline approach defined in Appendix J. 

PY1 & PY2 – Mid Year 
Community-Specific ARIMA – Same calculation as Performance Year 
2023 or Performance Year 2024 – Initial but including six months of 
more recent data. 

PY 2023  & PY 2024  – Final 

Regional Trend – Case match Community beneficiaries to other rural 
beneficiaries in the same state or region and calculate the percentage 
change in actual PBPM for Eligible Hospital Services for matched 
beneficiaries between the Baseline and Performance Year. Apply this 
percentage change to the Community Baseline PBPM. 
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Performance Year  Trend Factor 

PY 2025  to PY 2028  – Initial 

Regional ARIMA – Calculated like the Community-Specific ARIMA, 
however, this model is estimated using a Community-specific matched 
cohort of beneficiaries. This is so that the trend calculation does not 
include time periods that are part of prior Performance Years and could 
be affected by changes due to implementation of the Transformation 
Plan and incentives provided by prospective Participant Hospital-specific 
CPAs.  

PY 2025  to PY 2028  – Mid 
Year 

Regional ARIMA – Same calculation as Performance Year 2025  to 
Performance Year 2028  – Initial but including six  months of more recent 
data. 

PY 2025  to PY 2028  – Final 

Regional Trend – Case match Community beneficiaries to other rural 
beneficiaries in the same state or region and calculate the percentage 
change in actual PBPM for matched beneficiaries between the baseline 
and Performance Year. Apply this percentage change to the Community 
Baseline PBPM. 

The Regional Trend factor is calculated using the following steps, 
1. Match beneficiaries in the Community to beneficiaries in other rural areas in the same or 

adjacent state(s) to create a cohort of similar beneficiaries not part of CHART,  
2. Calculate the percentage change in PBPM for the matched cohort from the Baseline 

through the end of the Performance Year and use this as the Regional Trend factor.  

The matched cohort is created by matching beneficiaries in the Community to beneficiaries in 
other FORHP zip codes in the same or adjacent state(s) on the characteristics below who are not in 
the Community.  

 Age Group (<65, 65-79, 80+) 
 Gender 
 CMS-HCC decile  

Beneficiaries are matched using an iterative cell-based matching approach. Initially the pool of 
potential beneficiaries for matching is limited to beneficiaries in FORHP zips the same state. If 
there are not an adequate number of matches in the state, beneficiaries in adjacent states are added 
to the pool of beneficiaries for matching. Each bene in the Community is matched without 
replacement to up to 4 beneficiaries not in the Community who have the same age group, gender, 
and HCC decile group. In other words, to satisfy the matching criteria, both beneficiaries must be 
in all the same groups or cells. 

To be included in the matched cohort, beneficiaries must meet all the same eligibility criteria 
described in Section II Step 1.2 except for the Residency requirement. Date of birth and gender are 
selected from the most recent eligibility record during the Performance Year. Age is calculated as 
of February of the relevant Performance Year for consistency with HCC scores calculated as part 
of the Medicare Advantage program.  
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HCC scores use demographic and medical diagnosis information from claims and eligibility data to 
predict Medicare expenditures in the future. Including HCC scores as part of the matching process 
ensures that matched beneficiaries would be expected to have similar Medicare expenditures as 
Community beneficiaries based on their diagnoses. The HCC risk scores are based on 12 months 
of data and are calculated  eight months after the end of the Performance Year during End-of-Year 
Reconciliation. Version 24 of HCC model26 creates the following risk scores,  

 Community – Non-dual aged 
 Community – Non-dual disabled 
 Community – Full Benefit dual aged 
 Community – Full Benefit dual disabled 
 Community – Partial Benefit dual aged 
 Community – Partial Benefit dual disabled 
 Institutional 
 New enrollee 
 C-SNP new enrollee 

For purpose of creating the matched cohort, each beneficiary is assigned the appropriate 
Community risk score depending on their status at the end of the year. The New Enrollee HCC 
Risk Score is also used for the Demographic Adjustment described in Section II Step 2.3. The 
remaining HCC models are not used. 

iv. Outliers 
Communities can elect prior to Performance Year 2024  via its Transformation Plan 
to adjust the Final Community Benchmark to protect against the risk of outliers or 
unusually high expenditures. Of note, Communities that opt-in to the Outlier 
Adjustment miss an opportunity to realize savings that come from better management 
of high-cost utilization during the Performance Year.  

In CHART, outliers are beneficiaries whose annual expenditures exceed the 99th percentile of Total 
Community Expenditures when calculated across all Aligned Residents in the Community who 
meet the inclusion criteria described in Section II, Step 2. This approach protects against both very 
expensive procedures and from beneficiaries that have very high expenditures due to complex 
medical conditions require extensive utilization. 

As described in Section II, Step 2, Participant Hospitals provide services to all beneficiaries during 
the course of the Performance Year but may not know precisely which beneficiaries will have the 
highest total expenditures until the end of the year. To ensure hospitals have sufficient funds to 
provide the needed services to all beneficiaries, the prospective Community Benchmark and the 
prospective Participant Hospital-specific CPA will include historical Total Community 
Expenditures for all beneficiaries, including those who will eventually exceed the outlier threshold. 

 
26  Risk Adjustment (n.d.). Center for Medicare & Medicaid Services. Retrieved April 1, 2021 from  

https://www.cms.gov/Medicare/Health-Plans/MedicareAdvtgSpecRateStats/Risk-Adjustors 

https://www.cms.gov/Medicare/Health-Plans/MedicareAdvtgSpecRateStats/Risk-Adjustors


 2021 CHART Financial Specs 

  43 

Because Medicare FFS payments for outliers are already included in these prospective 
calculations, the risk to Communities is therefore that expenditures due to outliers will change 
between the Baseline and the end of the Performance Year. The outlier adjustment that follows 
adjusts the Final Community Benchmark to account for this change in outlier expenditures which 
effectively limits Community exposure to outliers. 

To compensate for a change in outliers, the Final Community Benchmark and Participant 
Hospitals’ CPAs are adjusted so that an increase in outliers results in additional funding for 
Participant Hospitals while a decrease from expected outliers results in a recoupment during 
End-of-Year reconciliation that would be offset against future payments. Outlier expenditures 
can change either up or down between the baseline and Performance Year so this adjustment 
could also decrease the Final Community Benchmark.  

The Outlier Adjustment is calculated in two steps. The first step is to calculate the change in the 
Baseline and Performance Year ratios of outlier to non-outlier expenditures. The second step is to 
calculate the Outlier Adjustment as the ratio between the Baseline Total Community Expenditures 
before and a Hypothetical Baseline Total Community Expenditures calculated after applying the 
change in the outlier ratio. This ratio represents what the Baseline should have been if there were 
the same amount of outliers in the Baseline as in the Performance Year. It also correctly weights 
the change in outliers. For example, if the ratio of outliers to non-outliers increased 5%, increasing 
the entire Final Community Benchmark by 5% would overstate outlier expenditures. 

The Outlier Change Ratio can be written as, 

(𝐸𝐸𝐸𝐸. 14) 𝑂𝑂𝐶𝐶𝐶𝐶𝑇𝑇𝐶𝐶𝐸𝐸𝐸𝐸 𝐶𝐶ℎ𝑇𝑇𝐶𝐶𝐷𝐷𝐸𝐸 𝑅𝑅𝑇𝑇𝐶𝐶𝐶𝐶𝐶𝐶 =  
(𝑃𝑃𝑦𝑦𝑂𝑂𝑂𝑂 𝑃𝑃𝑦𝑦� 𝑁𝑁𝐶𝐶𝐶𝐶 − 𝑂𝑂𝑂𝑂)

(𝑃𝑃𝑏𝑏𝑂𝑂𝑂𝑂 𝑃𝑃𝑏𝑏� 𝑁𝑁𝐶𝐶𝐶𝐶 − 𝑂𝑂𝑂𝑂)
 

Where, 
Pb Non-OL = Total Community Expenditures for Aligned Residents who meet the inclusion 
criteria described in Step 1 during the baseline period below the 99th percentile.  
PbOL = Total Community Expenditures above the 99th percentile for expenditures above the 
99th percentile during the Baseline across all Aligned Residents who meet the inclusion criteria 
described in Step 1. The 99th percentile of Aligned Residents expenditures is referred to below 
as P99. Outliers are calendar year and eligibility category (ESRD, Dual Eligible, ESRD/Non-
Dual) specific. This means that the 99th percentile is calculated for each combination of 
calendar year and eligibility category, and any beneficiaries in each cohort will be considered 
to be an outlier if their total expenditures are above the corresponding 99th percentile. 
Py Non-OL = Total Community Expenditures for Aligned Residents who meet the inclusion 
criteria described in Step 1 during the Performance Year below the P99. Using P99 serves as a 
fixed dollar threshold so that an increase in outliers does not increase the 99th percentile value 
in the Performance Year and thereby does not understate the Outlier Adjustment. 
PpOL = Total Community Expenditures above the P99 for Aligned Residents with total 
expenditures above P99.  
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Next, the Hypothetical Baseline Total Community Expenditures is calculated by multiplying 
baseline outlier total paid amount (PbOL) by the Outlier Change Ratio (equation 13), adding non-
outlier total paid amount (PbNon-OL) as shown below. 

(𝐸𝐸𝐸𝐸. 15) 𝐻𝐻𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶ℎ𝐸𝐸𝐶𝐶𝐶𝐶𝐵𝐵𝑇𝑇𝑇𝑇 𝑃𝑃𝑇𝑇𝐸𝐸𝐸𝐸𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸 𝑇𝑇𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸
= 𝑃𝑃𝑏𝑏𝑂𝑂𝑂𝑂 ∗ 𝑂𝑂𝐶𝐶𝐶𝐶𝑇𝑇𝐶𝐶𝐸𝐸𝐸𝐸 𝐶𝐶ℎ𝑇𝑇𝐶𝐶𝐷𝐷𝐸𝐸 𝑅𝑅𝑇𝑇𝐶𝐶𝐶𝐶𝐶𝐶 +  𝑃𝑃𝑏𝑏𝑁𝑁𝐶𝐶𝐶𝐶 𝑂𝑂𝑂𝑂 

Total Community Expenditures is calculated as described in Step 3 but is calculated for the entire 
Baseline. This is calculated before any adjustment for trend or discount. 
Finally, the Outlier Adjustment can be calculated as, 

(𝐸𝐸𝐸𝐸. 16) 𝑂𝑂𝐶𝐶𝐶𝐶𝑇𝑇𝐸𝐸𝐸𝐸 𝐴𝐴𝐸𝐸𝐴𝐴𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶
= 𝐻𝐻𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶ℎ𝐸𝐸𝐶𝐶𝐶𝐶𝐵𝐵𝑇𝑇𝑇𝑇 𝑃𝑃𝑇𝑇𝐸𝐸𝐸𝐸𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸 𝑇𝑇𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸 
÷ 𝑃𝑃𝑇𝑇𝐸𝐸𝐸𝐸𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸 𝑇𝑇𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸 

The Outlier Adjustment is then multiplied by the Final Community Benchmark to adjust the 
benchmark so that it accounts for the change in outliers between the baseline and Performance 
Year. 

Example: Suppose during the baseline period a fictitious Community had 8,333 Aligned Residents 
with 100,000 Community Beneficiary Months and Total Community Expenditures of $55,000,000 
during the Baseline. Within this Community during the Baseline, outlier expenditures accounted 
for $5,000,000 of the $55,000,000 total.  

Outlier expenditures are those above the 99th percentile when calculated across all Aligned 
Residents in the Community. The 99th percentile is calculated by first summarizing Total 
Community Expenditures by beneficiary, ranking from lowest expenditure to highest expenditure, 
then selecting the value corresponding to the value of the 8,251st most expensive beneficiary (e.g., 
(8,333+1)*.99).27  

In the Performance Year, holding all else constant, suppose outlier expenditures accounted for 
$7,500,000 of Total Community Expenditures instead of $5,000,000 of as shown in the tables 
below.  

Exhibit 14: Fictitious Baseline and Performance Year Outlier Ratios 

Line  Baseline Performance 
Year 

A Beneficiary Months 100,000 100,000 

B Outlier Total Community Expenditures $5,000,000 $7,500,000 

C Non-Outlier Total Community Expenditures $50,000,000 $50,000,000 

D Total Community Expenditures $55,000,000 $57,500,000 

 (B) / (C) = Ratio of outlier Total Paid to Non-Outlier Total Paid 0.10 0.15 

 (D) / (A) = Forecasted Community PBPM without trend and 
discount $550 - 

 
27  Engineering Statistics Handbook. National Institute of Standards and Technology. Retrieved August 10th, 2021, from 

https://www.itl.nist.gov/div898/handbook/prc/section2/prc262.htm 

https://www.itl.nist.gov/div898/handbook/prc/section2/prc262.htm
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As shown above, in the Baseline the ratio of outlier to non-outlier expenditures is 0.10 and during 
the Performance Year the ratio of outlier to non-outlier expenditures is 0.15. The Outlier Change 
Ratio would therefore be 1.5.  

Given this change in outliers, the Hypothetical Total Community Expenditures would be calculated 
as, (($5,000,000 * 1.5) + ($50,000,000)) or $57,500,000. The Outlier Adjustment is the ratio 
between the Hypothetical Total Community Expenditures and the Total Community Expenditures 
which in this example would be $57,500,000 divided by $55,000,000 or 1.045.  

If we assume a Prospective Community Benchmark of $550 PBPM without trend or discount, 
multiplying by the Outlier Adjustment results in a Final Community Benchmark of $575 PBPM, 
which completely accounts for the increase in outliers. 

In this simplified example, Hypothetical Total Community Expenditures happens to match the 
Performance Year Total Community Expenditures because all other variables (beneficiary months, 
non-outlier Medicare FFS claims) are held constant. This verifies the calculation, because the 
Hypothetical Total Community Expenditures can be thought of as what the total paid would have 
been if there were the same amount of outliers in the baseline as in the Performance Year.28 In 
practice, it is highly unlikely that Hypothetical Total Community Expenditures will match 
Performance Year Total Community Expenditures because it is anticipated that the Community 
will change over time. 

b. Mid-Year Benchmark 
After calculating the adjustments described above, the Mid-Year Community Benchmark is 
calculated as, 

(𝐸𝐸𝐸𝐸. 17) Mid-Year 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑃𝑃𝐸𝐸𝐶𝐶𝐵𝐵ℎ𝐶𝐶𝑇𝑇𝐸𝐸𝑚𝑚
= Mid-Year 𝐹𝐹𝐶𝐶𝐸𝐸𝐸𝐸𝐵𝐵𝑇𝑇𝐸𝐸𝐶𝐶𝐸𝐸𝐸𝐸 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑃𝑃𝐸𝐸𝐶𝐶𝐵𝐵ℎ𝐶𝐶𝑇𝑇𝐸𝐸𝑚𝑚 𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 ∗ 𝑃𝑃𝑚𝑚 ∗ 𝐷𝐷𝑚𝑚 

Where, 
Mid-Year Forecasted Community PBPM = Community PBPM as estimated by the 
Community Specific ARIMA (for Performance Year 2023 and Performance Year 2024) or 
Regional ARIMA (after Performance Year 2024). This is run during Mid-Year Reconciliation 
as described in the Exhibit 12, Trend Adjustment Timing above.  
Bm = Mid-Year Estimated Beneficiary Months as described in Section III A.1.a.i. 

Dm = Demographic Adjustment, which is calculated as the ratio of mean New-Enrollee HCC 
Risk Score calculated at mid-year to the mean New-Enrollee HCC Risk Score during the 
Baseline or prior Performance Year for Aligned Residents. 

c. Final Benchmark 

The Final Forecasted Community PBPM can be calculated as, 
(𝐸𝐸𝐸𝐸. 18) 𝐹𝐹𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑃𝑃𝐸𝐸𝐶𝐶𝐵𝐵ℎ𝐶𝐶𝑇𝑇𝐸𝐸𝑚𝑚 𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃

= 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑃𝑃𝑇𝑇𝐸𝐸𝐸𝐸𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸 𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 ∗ (1 + 𝑅𝑅𝐸𝐸𝐷𝐷𝐶𝐶𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝑇𝑇𝐸𝐸𝐸𝐸𝐶𝐶𝐸𝐸) 

 
28  Note that in the formula above, in the first Performance Year (PY 2023), the time periods are as described in Appendix J. In PY 2024, 

baseline is replaced with data from PY 2024 and PY 2023 is replaced with data from PY 2024. 
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Where, 
Community Baseline PBPM = calculated by dividing Total Community Expenditures by 
Community Beneficiary Months for the Baseline, as described in Step 2.4. 
Regional Trend = calculated by dividing the PBPM for the matched cohort during the 
Performance Year  by the PBPM for the matched cohort during the Baseline. PBPMs are 
calculated in the same manner as those described in Step 2.4. 

After calculating the adjustments described above, the Final Community Benchmark is calculated 
at the end of the Performance Year as, 

(𝐸𝐸𝐸𝐸. 19) 𝐹𝐹𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑃𝑃𝐸𝐸𝐶𝐶𝐵𝐵ℎ𝐶𝐶𝑇𝑇𝐸𝐸𝑚𝑚
= 𝐹𝐹𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑃𝑃𝐸𝐸𝐶𝐶𝐵𝐵ℎ𝐶𝐶𝑇𝑇𝐸𝐸𝑚𝑚 𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 ∗ 𝑃𝑃𝑝𝑝 ∗ 𝐷𝐷𝑝𝑝 ∗  𝑂𝑂𝑝𝑝 

Where, 
Bp = Performance Year Beneficiary Months. 
Dp = Demographic Adjustment, which is calculated as the ratio of mean New-Enrollee HCC 
Risk Score during the Performance Year to the mean New-Enrollee HCC Risk Score during 
the Baseline or prior Performance Year for Aligned Residents. 
Op = Outlier Adjustment, which is calculated as the ratio of the share of expenditures in the 
Performance Year above the 99th percentile to the share of expenditures in the  prior 
Performance Year above the 99th percentile. Communities can opt to either use or not use this 
adjustment at the beginning of the Performance Year. 

2. Hospital-Specific CPA Adjustments 
a. Distribution of Services 

The Distribution of Services adjustment is calculated in the same manner as described in Step 4.3, 
with the following differences.  

 The allowed amounts from claims are adjusted to remove Potentially Avoidable 
Utilization, which is described in the next section.  

 Claims included are those submitted during the Performance Year instead of the Baseline.  
 Participant Hospitals submit No-Pay Claims, Non-Participant Hospitals submit FFS claims 

as normal. 

b. Potentially Avoidable Utilization  
In an effort to encourage improvement in quality and reduce unnecessary utilization, the CHART 
CPA methodology incents Participant Hospitals to reduce Potentially Avoidable Utilization (PAU) 
for Aligned Beneficiaries in the Community. PAU measures, defined in Appendix E, identify 
hospital services that could have been avoided and their associated payments. The measures in 
Appendix E are intended to identify PAU across a range of inpatient and outpatient services that a 
hospital provides; they are not intended to single out any particular care setting in a given hospital.  

For this adjustment, PAU Expenditures are allowed amounts from claims for Eligible Hospital 
Services from claims satisfying numerator criteria for the measures listed in Appendix E. For 
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example, if a FFS or No-Pay claim meets the numerator criteria for a Prevention Quality Indicator 
(PQI-90) because it is an admission for uncontrolled diabetes, then the paid amount29 from that 
claim is included in PAU Expenditures.  

Because the CPA is built on historical expenditure data in the Baseline Period, past PAU is 
captured in the Prospective Community Benchmark and Hospital-Specific CPAs. To ensure that 
each hospital is incented to reduce PAU, and that reductions in PAU are not realized as a loss in 
the share of beneficiary expenditures, the Distribution of Services (Step 4.3) is adjusted by the 
difference between observed and expected PAU Expenditures. This is done by first calculating 
Expected PAU during the Performance Year for Participant Hospitali, as, 

(𝐸𝐸𝐸𝐸. 20) 𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐵𝐵𝐶𝐶𝐸𝐸𝐸𝐸 𝑃𝑃𝐴𝐴𝑈𝑈𝑖𝑖 = 𝑃𝑃𝑇𝑇𝐸𝐸𝐸𝐸𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸 𝑃𝑃𝐴𝐴𝑈𝑈 𝑃𝑃𝐸𝐸𝐸𝐸𝐵𝐵𝐸𝐸𝐶𝐶𝐶𝐶𝑖𝑖 ∗ 𝐻𝐻𝐶𝐶𝐸𝐸𝐸𝐸𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝑇𝑇𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝑃𝑃𝑇𝑇𝐶𝐶𝐸𝐸𝑖𝑖 
Where, 

Baseline PAU Percent = PAU Expenditures for Participant Hospitali during the Baseline 
divided by allowed amounts from claims for Eligible Hospital Services for Participant 
Hospitali during the Baseline. The prior Performance Year is used after Performance Year 
2023. 
Hospital Total Paid = Total Community Expenditures for Participant Hospitali during the 
Performance Year. 

The difference in PAU Expenditures between actual PAU Expenditures during the Performance 
Year and what would have been expected given the baseline percentage of PAU can be calculated 
as,  

(𝐸𝐸𝐸𝐸. 21) 𝑃𝑃𝐴𝐴𝑈𝑈 𝐷𝐷𝐶𝐶𝐵𝐵𝐵𝐵𝐸𝐸𝐸𝐸𝐸𝐸𝐶𝐶𝐵𝐵𝐸𝐸𝑖𝑖 = 𝑃𝑃𝑃𝑃 𝑃𝑃𝐴𝐴𝑈𝑈 𝑃𝑃𝑇𝑇𝐶𝐶𝐸𝐸𝑖𝑖 − 𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐵𝐵𝐶𝐶𝐸𝐸𝐸𝐸 𝑃𝑃𝐴𝐴𝑈𝑈𝑖𝑖 

Where, 
PY PAU Paid = PAU Expenditures for Participant Hospitali during the Performance Year.  

Next, the PAU Difference amount is subtracted from Distribution of Services when calculating the 
Distribution of Services adjustment, described in Step 4.3. The share of the total Community 
services provided for the next Performance Year for Participant Hospitali, Sm,i, is calculated as, 

(𝐸𝐸𝐸𝐸. 22) 𝑆𝑆𝑚𝑚,𝑖𝑖 =  (𝑃𝑃𝑚𝑚,𝑖𝑖 − (𝑃𝑃𝐴𝐴𝑈𝑈 𝐷𝐷𝐶𝐶𝐵𝐵𝐵𝐵𝐸𝐸𝐸𝐸𝐸𝐸𝐶𝐶𝐵𝐵𝐸𝐸))  ÷  𝑃𝑃𝑐𝑐 
Where, 

Pm,i = Allowed amounts from claims for Eligible Hospital Services (See Step 1.3) for 
Participant Hospitali for Aligned Residents in the Community during the Performance Year.  
Pc = Allowed amounts from claims for Eligible Hospital Services for Aligned Residents of the 
Community during the Performance Year. This includes FFS claims or after Performance 
Year 2023, No-Pay claims submitted by both Participant Hospitals and Non-Participant 
Hospitals.  

Note that this approach does not apply any adjustment to Participant Hospitals that maintain the 
same level of PAU during the Performance Year as during the Baseline. If there is a decrease in the 

 
29  For No-Pay claims, the paid amount represents what would have been paid under FFS. 
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share of services and an increase in PAU for Hospital A, the result would be a lower share of 
services after the PAU adjustment. 

Consider the following example for a hypothetical Community. The calculation is hospital-
specific, but the example includes all hospitals in a Community to demonstrate scenarios 
representing different types of change in both PAU and the Distribution of Services. In the prior to 
the Performance Year the share of services provided to Aligned Residents in the Community by 
Hospital B was 11.79% (See Step 4.3). Ten percent of Distribution of Services at Hospital B were 
identified as PAU in the Baseline.  

Exhibit 15: Example Baseline Distribution of Services and PAU Percentage 

Hospital 

Allowed Amounts 
from claims for 
Eligible Hospital 

Services 

Provider 
Distribution 
of Services 

Provider's 
PAU 

Percentage 

Annual PAU 
Expenditures 

Non-Participating $32,005,000 67.74% 25% $8,000,000 
A $3,225,000 6.83% 22% $710,000 
B $5,570,000 11.79% 10% $560,000 
C $3,935,000 8.33% 17% $670,000 
D $1,580,000 3.34% 30% $470,000 
E $930,000 1.97% 28% $260,000 

 
In the Performance Year, the Distribution of Services for Hospital B decreased to 11.24%. The 
percentage of Distribution of Services identified as PAU decreased from 10% in the prior to 9% in 
the Performance Year. 

Exhibit 16: Performance Year Distribution of Services and PAU Percentage 

Hospital 

Allowed Amounts 
from claims for 
Eligible Hospital 

Services 

Provider 
Distribution 
of Services 

Provider's 
PAU 

Percentage 

PAU 
Expenditures 

Non-Participating $34,100,000 66.26% 25% $8,525,000 
A $3,370,000 6.56% 23% $775,100 
B $5,790,000 11.24% 9% $521,100 
C $4,330,000 8.42% 17% $736,100 
D $2,440,000 4.75% 31% $756,400 
E $1,430,000 2.78% 27% $386,100 

 
Given Hospital B’s PAU Percentage in the Baseline, $580,000 of Eligible Hospital Services is 
expected to be identified as PAU. As described in Equation 20, above, this is calculated by 
multiplying the Baseline PAU Percentage by the Performance Year allowed amounts from claims 
for Eligible Hospital Services or 10% * $5,790,000 (See the first column in the table below). In the 
Performance Year, Hospital B actually only had $521,000 of Eligible Hospital Services which is 
about $59,000 less than expected (See the second column in the table below). This difference (-
$59,000) is then added to Distribution of Services, which increases Hospital B’s share of services 
from 11.24% without adjustment to 11.35% with adjustment to account for the decrease in PAU. 
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Exhibit 17: Calculation of Distribution of Services with PAU Adjustment 

Hospital 

Eq 20: Expected PAU:  
[Baseline PAU 

Percent] *  
[Allowed Amounts 

from claims for 
Eligible Hospital 

Services in 
Performance Year] 

Eq 21: PAU 
Difference 

([Performance 
Year PAU 
Allowed 

Amounts from 
claims for Eligible 
Hospital Services] 
- [Expected PAU]) 

Eligible Hospital 
Services Distribution of 
Services Adjusted for 

PAU  
([Performance Year 

Allowed Amounts from 
claims for Eligible 

Hospital Services] - 
[PAU Difference]) 

Eq 22: New 
Provider 

Distribution 
of Services, 
After PAU 

Adjustment 

Non-Participating $8,530,000 $0 $34,100,000 66.24% 
A $740,000 $34,000 $3,340,000 6.49% 
B $580,000 -$59,000 $5,850,000 11.35% 
C $740,000 $0 $4,330,000 8.42% 
D $730,000 $24,000 $2,420,000 4.70% 
E $400,000 -$14,000 $1,440,000 2.80% 

 

c. Quality and IPPS/OPPS Adjustments 
Hospital-specific adjustments for quality are updated during each Mid-Year Reconciliation 
because quality adjustment factors are published by CMS in September prior to the start of the 
federal fiscal year so that they can be used for FFS payments while the Prospective CPA is 
calculated in August. Due to this timing issue  the prior federal fiscal year’s quality adjustment 
factors will be used to calculate Prospective CPAs. The Mid-Year Reconciliation corrects this 
timing issue by adjusting the CPA for the difference between the prior payment adjustment factor 
and current payment adjustment factor.  

d. IPPS/OPPS Adjustments 
IPPS/OPPS payment adjustments, such as Low Volume or Uncompensated Care are updated at 
End-of-Year Reconciliation because those items are expected to change infrequently. Because this 
occurs after the end of the Performance Year the CPA is not adjusted. Instead, the value of 
IPPS/OPPS payment adjustments is added to the End-of-Year CPA Payment Adjustment described 
in the following section.  

e. Special Status Adjustments 
Special Status Adjustments are evaluated annually as hospital special designations do not change 
frequently. In some cases, Special Status Adjustments require review and formal designation by 
CMS. Participant Hospitals should both notify CHART, via the CMS CHART mailbox at 
CHARTModel@cms.hhs.gov and follow existing CMS processes to formally change status. The 
value of Special Status Adjustments is added to the End-of-Year CPA Payment Adjustment 
described in the following section. 

f. CMS Policy Change 
CMS will consider on an ad-hoc basis whether to apply adjustments for changes in CMS payment 
policies. Any adjustment will be at the sole discretion of CMS.  
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3. Participant Hospital-Specific CPAs 
a. Mid-Year CPA 

After all of the adjustments above are updated as part of the Mid-Year or End-of-Year 
Reconciliation, the CPA is re-calculated in the same manner as described in Section II, Step 6, 
above. At the Mid-Year Reconciliation, the CPA calculation can be written as below, 

(𝐸𝐸𝐸𝐸. 23) 𝑃𝑃𝐶𝐶𝐸𝐸 − 𝑃𝑃𝐸𝐸𝑇𝑇𝐸𝐸 𝐻𝐻𝐶𝐶𝐸𝐸𝐸𝐸𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐶𝐶𝑇𝑇𝐸𝐸𝐶𝐶𝐶𝐶𝑇𝑇𝐶𝐶𝐸𝐸𝐸𝐸 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐴𝐴𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 (𝐶𝐶𝑃𝑃𝐴𝐴)𝑖𝑖 = 

(𝑃𝑃𝐶𝐶𝐸𝐸 − 𝑃𝑃𝐸𝐸𝑇𝑇𝐸𝐸 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑃𝑃𝐸𝐸𝐶𝐶𝐵𝐵ℎ𝐶𝐶𝑇𝑇𝐸𝐸𝑚𝑚 ∗  𝑆𝑆𝑏𝑏,𝑖𝑖) ∗ ∑ 𝑃𝑃𝐶𝐶𝐸𝐸 −𝑗𝑗
1

𝑃𝑃𝐸𝐸𝑇𝑇𝐸𝐸 𝐶𝐶𝑃𝑃𝐴𝐴 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐴𝐴𝐸𝐸𝐴𝐴𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝑖𝑖 − 𝐶𝐶𝑃𝑃𝑆𝑆 𝐷𝐷𝐶𝐶𝐸𝐸𝐵𝐵𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶  
Where, 

Sb,i = Hospital-specific share of Distribution of Services delivered to Aligned Residents of the 
Community prior to the Performance Year (See Step 4.3, above). 
Mid-Year CPA Payment Adjustment = Hospital-specific payment adjustment factors for 
the first six months of the Performance Year for quality and IPPS/OPPS adjustments plus 
prospective estimates for the last  six months of the Performance Year, that are combined to 
adjust the CPA applicable to the Participant Hospital, which is represented by j.  

CMS Discount = Reduction to CPA described in Section II Step 5 above. 

Mid-Year Reconciliation occurs in August and as described above includes an adjustment to 
correct CPA payments calculated using quality adjustment factors available at the time the CPA 
was prospectively calculated. In addition, the CPA payments remaining in the current Performance 
Year are also adjusted to account for updated adjustment factors.  

For example, if the VBP adjustment factor for a Participant Hospital changed from .985 to .990 for 
the upcoming fiscal year, and this reduced the VBP penalty by $12,500 on an annual basis (from -
$37,500 to -$25,000, after weighting for the applicable share of revenue and assuming no other 
changes), the CPA would need to be revised upward to account for this change.  

The prospective adjustment will apply to payments that will be made between September and 
December of the Performance Year. In the example below to demonstrate reconciliation, the 
change in the VBP would increase the bi-weekly CPA by $481. The retroactive value of this 
change is $7,692 which when spread over the remaining 8 payments adds an additional $962 per 
payment. The CPA after Mid-Year Reconciliation increases by a total of $1442 per payment 
($481+$962). Please see the Comprehensive Sample Payment Calculation in Appendix H for a 
complete example 

Exhibit 18: Mid-Year Reconciliation with Change in VBP Adjustment Factor 
 Amount 

Twice monthly CPA Payment $210,000 
Twice monthly Change in VBP Adjustment ($12,500/24) $521 
Retroactive Adjustment Calculation 
Adjustments for January thru August  
(Eight Months * two Payments Per Month * $521) $8,333 
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 Amount 
Twice monthly Retroactive Adjustment for September thru December ($8,333/( 
four Months * two Payments Per Month)) $1042 

CPA After Mid-Year Reconciliation $211,042 
 
The same process as demonstrated above would apply in subsequent Performance Years, with two 
minor updates. The Applicable Share of Revenue would be re-calculated in subsequent 
Performance Years using No-Pay Claims. The most up-to-date Payment Adjustment Factors would 
also be used in the calculation. 

b. End-of-Year CPA 
After then the end of the Performance Year, the End-of-Year CPA calculation can be written as 
below, 

(𝐸𝐸𝐸𝐸. 24) 𝐸𝐸𝐶𝐶𝐸𝐸 𝐶𝐶𝐵𝐵 𝑃𝑃𝐸𝐸𝑇𝑇𝐸𝐸 𝐻𝐻𝐶𝐶𝐸𝐸𝐸𝐸𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐶𝐶𝑇𝑇𝐸𝐸𝐶𝐶𝐶𝐶𝑇𝑇𝐶𝐶𝐸𝐸𝐸𝐸 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐴𝐴𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 (𝐶𝐶𝑃𝑃𝐴𝐴)𝑖𝑖 =
 �𝐹𝐹𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑃𝑃𝐸𝐸𝐶𝐶𝐵𝐵ℎ𝐶𝐶𝑇𝑇𝐸𝐸𝑚𝑚 ∗  𝑆𝑆𝑝𝑝,𝑖𝑖� ∗ ∑ 𝐹𝐹𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐶𝐶𝑃𝑃𝐴𝐴 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐴𝐴𝐸𝐸𝐴𝐴𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝑖𝑖𝑘𝑘

1 −
𝐶𝐶𝑃𝑃𝑆𝑆 𝐷𝐷𝐶𝐶𝐸𝐸𝐵𝐵𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶  

Where, 
Sp,i = Hospital-specific Distribution of services provided to Aligned Residents of the 
Community during the Performance Year after adjustment for PAU. 
Final CPA Payment Adjustmenti,k = A series of hospital-specific payment adjustment 
factors for quality, IPPS/OPPS, or Special Status Adjustments updated as described in Section 
III.A.2, above, that are combined to adjust the CPA for all FFS payment programs applicable 
to the Participant Hospital, which is represented by k. Please see Appendix G, Table of 
Adjustments for a complete list of adjustments. 
CMS Discount = Reduction to CPA described in Section II, Step 5 above. 

Note that the End-of-Year CPA does not affect payment to the hospital during the current 
Performance Year. Rather, it is used only to calculate final values for what should have been paid 
during the Performance Year, given finalized information about population, demographics, and 
trend.  

During End-of-Year Reconciliation, the difference between End-of-Year CPA and the sum of CPA 
payments made to the Participant Hospital during the Performance Year is calculated as shown 
below for each Participant Hospitali.  

(𝐸𝐸𝐸𝐸. 25) 𝐸𝐸𝐶𝐶𝐸𝐸 𝐶𝐶𝐵𝐵 𝑃𝑃𝐸𝐸𝑇𝑇𝐸𝐸 𝑅𝑅𝐸𝐸𝐵𝐵𝐶𝐶𝐶𝐶𝐵𝐵𝐶𝐶𝑇𝑇𝐶𝐶𝑇𝑇𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝐴𝐴𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑖𝑖

=  𝐸𝐸𝐶𝐶𝐸𝐸 𝐶𝐶𝐵𝐵 𝑃𝑃𝐸𝐸𝑇𝑇𝐸𝐸 𝐶𝐶𝑃𝑃𝐴𝐴𝑖𝑖 −  �𝑃𝑃𝐸𝐸𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸𝐵𝐵𝐶𝐶𝐶𝐶𝑃𝑃𝐸𝐸 or Mid-Year 𝐶𝐶𝑃𝑃𝐴𝐴𝑖𝑖

24

𝑛𝑛=1

 

The End-of-Year Reconciliation Amount is then applied to future Performance Years by dividing 
by the number of payments remaining in a future Performance Year CPA. The table below depicts 
the timing of the Performance Year Start (PY Start), Mid-Year Reconciliation (Mid-Year), 
Performance Year End (PY End) and End-of-Year Reconciliation (Final) for each Performance 
Year. End-of-Year Reconciliation occurs during September after the end of the current 
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Performance Year to allow for eight months of Claims Run-Out. CPA payments are then updated 
for End-of-Year Reconciliation beginning in October, so the End-of-Year Reconciliation Amount 
is divided by six to distribute across the remaining  twice monthly payments in October, 
November, and December. 

Exhibit 19: Performance Year  and Reconciliation Schedule 

 
Performance 

Year 2023  
Performance 

Year 2024  
Performance 

Year 2025  
Performance 

Year 2026  
Performance 

Year 2027  
Performance 

Year 2028   
Jan 2023 PY Start 

 

 

 

 

 

Aug 2023 Mid-Year 
Dec 2023 PY End 
Jan 2024  PY Start 

Aug 2024  Mid-Year 
Sep. 2024 Final  
Dec 2024  PY End 
Jan 2025   PY Start 

Aug 2025   Mid-Year 
Sep. 2025  Final  
Dec 2025   PY End 
Jan 2026    PY Start 

Aug 2026    Mid-Year 
Sep. 2026   Final  
Dec 2026    PY End 
Jan 2027     PY Start 

Aug 2027     Mid-Year 
Sep. 2027    Final  
Dec 2027     PY End 
Jan 2028      PY Start 

Aug 2028      Mid-Year 
Sep. 2028     Final  
Dec 2028      PY End 
Jan 2029       

Aug 2029       

Sep. 2029      Final 
Dec 2029       

 

  



 2021 CHART Financial Specs 

  53 

IV. Calculation of Subsequent Performance Year CPAs 

 
The Prospective Community Benchmark for the next Performance Year is calculated applying 
applicable trends and adjustments for population, demographics, and any IPPS/OPPS payment 
adjustments. Each Participant Hospital’s CPA is then calculated as a share of the Prospective 
Community Benchmark. Additional details can be found in Section II above.  

The calculation of the next Performance Year Prospective Community Benchmark and CPA 
occurs during the current Performance Year  Mid-Year Reconciliation. Therefore, the calculations 
are essentially the same, with minor adjustments for timing that are described below. Please see 
Appendix H for a sample calculation.  

A. Community Adjustments 

1. Population 
Estimated Beneficiary Months for the next Performance Year are calculated mid-year during the 
current Performance Year by multiplying the number of beneficiaries in the 6th month of the 
current Performance Year by the average annual number of beneficiary months per beneficiary. 
This calculation is identical to the Estimated Beneficiary Months described in Section II, Step 2. 

2. Demographics 
The Demographic Adjustment is a ratio that compares the average New-Enrollee HCC Risk Score 
between two time periods. For Performance Year 2023, the adjustment compares the first six 
months of the Performance Year to the Baseline. For Performance Year 2024 and after, the 
Demographic Adjustment compares first six months of the Performance Year to the same  six 
months a year prior.  

The End-of-Year Reconciliation for the next Performance Year compares all 12 months of the 
Performance Year to the prior Performance Year. Please see Step 2.d for more information about 
how this adjustment is calculated. 



 2021 CHART Financial Specs 

  54 

3. Trend 
For the next Performance Year, the Forecasted Community PBPM is updated by re-running the 
Community-Specific ARIMA model with claims through the month prior to the start of the current 
Performance Year. Just like in Performance Year 2023, this allows 12 months of Claims Run-Out 
prior forecasting the benchmark. End-of-Year Reconciliation for the next Performance Year will 
apply the Regional Trend as described above in Section III, A.1.a.iii, Trend. 

4. Outliers 
Adjustment for outliers is only made retrospectively during End-of-Year Reconciliation, so that 
CPAs include sufficient funds to provide services to the most expensive beneficiaries regardless of 
the community’s outlier selection. Therefore, no outlier adjustment is applied during the 
calculation of the next Performance Year Prospective Community Benchmark. 

B. CPA Adjustments 

1. Distribution of Services 
The Distribution of Services adjustment is calculated in a similar manner as described in Step 4, 
except that the allowed amounts for Participant Hospitals are from No-Pay claims submitted during 
the Performance Year and includes the adjustment for Potentially Avoidable Utilization described 
in the next section. 

3. Quality and IPPS/OPPS Adjustments 
The same adjustment factors for CMS Quality programs are applied at the current Performance 
Year Mid-Year Reconciliation are used for calculating the next Performance Year CPA.  

4. Special Status Adjustments 
Special Status Adjustments are evaluated annually because most hospital designations typically 
change infrequently. In some cases, Special Status Adjustments require review and formal 
designation by CMS. If a Participant Hospital anticipates a change in status applicable to the next 
Performance Year, they should both notify CHART and follow existing CMS processes to 
formally change status.  

5. CMS Policy Change 
CMS will consider on an as-needed basis whether to apply adjustments for changes in CMS 
payment policies. Any adjustment will be at sole discretion of CMS.  

C. Service Line Changes 

CHART CPAs intend to support Participant Hospitals and the Community in adjusting 
service offerings to improve access to quality care. Implemented no earlier than 
Performance Year 2024 , payment adjustments for service line changes will be 
considered by CMS for the following circumstances: 

 A service line addition or service line expansion that aligns with Model goals and satisfies 
an unmet Community need as evidenced by data and identified as priority by the 
Community’s Transformation Plan. 
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 A service line shift that is unplanned among Participant Hospitals (e.g., sudden hospital 
closure or service line closure). 

 A service line shift that is planned among Participant Hospitals. 

Exhibit 20: Service Line Shift Types 

Service Line Type Description Prospective 
Modifications 

Retrospective 
Modification 

Service Line Addition / 
Expansion/ Reduction 

Hospital adds a 
new service line to 
advance model 
goals or to satisfy 
an unmet 
Community need.  

The Medicare FFS 
value of the additional 
services is added to 
the CPA, once 
approved by CMS. 
Services are 
determined by 
Diagnosis Related 
Groups (DRGs) and/or 
a combination of 
HCPCS and/or 
revenue codes.  

Value of addition is 
reconciled separately 
to revenue that would 
have occurred under 
Medicare FFS for the 
first two years after 
the addition. After the 
first two years, the 
additional services are 
paid via the CPA. 

Unplanned Shift in Services 

Hospitals request 
funding for the 
unplanned shift of 
a service from one 
participating 
hospital to another 
to avoid cash flow 
issues. 

CMS will require 
evidence to 
demonstrate that the 
hospital is providing 
new services for CPA 
adjustment or if the 
service line in another 
Participating Hospital 
was closed.  

None, paid under the 
CPA. The Distribution 
of Services adjustment 
will be used to 
retrospectively 
reconcile shifts in 
services (See Section 
III.A.2.a). 

Strategic Planned Service Shift 

Hospitals request 
funding for a 
strategic shift of a 
service from one 
participating 
hospital to another 
for the purposes of 
optimizing how 
services are 
provided across the 
community to 
meet model goals.  

Variable costs are 
paid to the hospital 
receiving new 
services.  

Fixed costs are paid to 
the hospital sending 
services.  

Value of shift is 
reconciled separately 
to revenue for fixed 
costs or variable costs 
that would have 
occurred under FFS for 
the first two years 
after the service shift. 
After the first two 
years, the full cost of 
services is paid via the 
CPA and only to the 
hospital receiving new 
services. 

Service Lines are a defined set of services that can be offered by Participant Hospitals that are 
defined by Diagnosis Related Groups (DRG) for inpatient services and a combination of HCPCS 
and/or Revenue Codes for outpatient services. Lists of DRGs, HCPCPS, or Revenue Codes are 
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supplied by the Participant Hospital requesting the Service Line Change. Service Lines must meet 
the service inclusion criteria described in Section II, Step 1.3. In addition, Service Lines are only 
applicable to services provided to Aligned Residents of the Community and must be approved by 
CMS to be paid under the CHART model and ultimately incorporated into the CPA.  

1. Service Line Addition 
Service line expansions and additions can be used to serve beneficiaries that are seeking care 
outside of their Community to ensure beneficiaries have access to quality care in their rural region. 
The value of Service Line Additions is prospectively added to the CPA during the current 
Performance Year, then reconciled to Medicare FFS during End-of-Year reconciliation. Additions 
are valued by estimating how much Medicare would have paid the Participant Hospital under FFS 
for the incremental number of services the Participant Hospital expects to provide. At the end of 
the year, reconciliation is performed using No-Pay claims that indicate what Medicare would have 
paid under FFS for the specified services. The difference between the expected incremental paid 
amounts and what would have been paid under Medicare FFS for the services is the value of the 
reconciliation amount. This can also be written as,  

(𝐸𝐸𝐸𝐸. 25) 𝑆𝑆𝐸𝐸𝐸𝐸𝑃𝑃𝐶𝐶𝐵𝐵𝐸𝐸 𝑂𝑂𝐶𝐶𝐶𝐶𝐸𝐸 𝑅𝑅𝐸𝐸𝐵𝐵𝐶𝐶𝐶𝐶𝐵𝐵𝐶𝐶𝑇𝑇𝐶𝐶𝑇𝑇𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝐴𝐴𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶
= 𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐵𝐵𝐶𝐶𝐸𝐸𝐸𝐸 𝑅𝑅𝐸𝐸𝑃𝑃𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸 −𝑃𝑃𝐸𝐸𝐸𝐸𝐶𝐶𝐵𝐵𝑇𝑇𝐸𝐸𝐸𝐸 𝐹𝐹𝐹𝐹𝑆𝑆 𝐸𝐸𝐸𝐸𝐶𝐶𝐶𝐶𝑃𝑃𝑇𝑇𝑇𝑇𝐸𝐸𝐶𝐶𝐶𝐶 𝑅𝑅𝐸𝐸𝑃𝑃𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸 

Where, 
Expected Revenue = Incremental number of services expected by the Participant Hospital for 
Aligned Residents of the Community during Performance Year multiplied by the average 
Medicare FFS paid amount for those services during the most recent calendar year. The 
Participant Hospital will supply the incremental volume of services and CMS will calculate 
the average Medicare FFS paid amount. 
Medicare FFS Equivalent Revenue = Sum of paid amounts on No-Pay claims submitted by 
the Participant Hospital for Aligned Residents of the Community during the Performance Year 
for services included in the Service Line Addition.  

As noted above, services included in the Service Line Addition are paid separately from the CPA 
and are excluded in the Distribution of Services adjustment that occurs at reconciliation for two 
Performance Year. After that, no additional payment is made, and the services are incorporated 
into the CPA. Note that the Service Line Reconciliation Amount can be either positive or negative.  

2. Unplanned Service Shift 
Unplanned Service Shifts can be used to account for unexpected changes in the provision of 
services to Aligned Residents of the Community, such as when a nearby hospital closes a service 
line and a Participant Hospital needs to unexpectedly offer more of a particular service than they 
had in the past. Participant Hospitals may request additional payment from CMS to avoid potential 
cash flow issues by submitting evidence of the shift in services, which is subject to CMS approval. 
This additional payment is valued in the same manner as Expected Revenue in the Service Line 
Addition section above. If the request is approved by CMS, it is prospectively added to the CPA, 
then included in the Distribution of Services Adjustment (described in Section III.A.2.a above), 
since it is essentially an advance on a change in the share of services provided to the Community. 
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To illustrate, in Exhibit 21, services valued at $200,000 shift to Hospital A from Hospital C. 
Hospital A requested and was approved by CMS to receive the additional $200,000 to avoid cash 
flow issues. After the end of the Performance Year, No-Pay claims include the $200,000 of 
additional services provided, which is used to calculate the Distribution of Services adjustment that 
is described in Section III.A.2.a above. The table below shows that the share of services for 
Hospital A increased from 40.5% to 40.8% as a result of these additional services. The Distribution 
of Services adjustment then accounts for $200,000 fewer services provided by Hospital C. Note 
that the Distribution of Service adjustment includes all services provided to Aligned Residents of 
the Community, so the adjustment functions the same if Hospital C is a Participant Hospital or 
Non-Participant Hospital.  

Exhibit 21: Fictitious Unplanned Shift From Hospital C to Hospital A 

Hospital 
Prospective Capitated 

Payment Amount 
Before Service Line 

Distribution of 
Services During 

Baseline 
  

Performance 
Year  No-Pay 

Claims  

Distribution of 
Services During 

Performance Year 
A $10,000,000 40.5%   $10,200,000 40.8% 
B $10,000,000 39.7%   $10,000,000 40.0% 
C $5,000,000 19.8%   $4,800,000 19.2% 

 
3. Strategic Planned Service Line Shift 

Access to care is increasingly challenging in rural regions where it may be financially difficult for 
hospitals to maintain their service lines.30 To help Participant Hospitals avoid closing a service line 
when there are multiple hospitals in a region struggling to maintain certain service lines due to lack 
of volume, CMS, at its sole discretion, may approve a Strategic Planned Service Line Shift to 
ensure that at least one Participant Hospital in the region preserves the service line and maintains 
access to care for rural residents. Strategic Planned Service Line Shifts can only occur between 
Participant Hospitals. 

The value of Strategic Planned Service Line Shifts is prospectively added to the CPA for the 
current Performance Year, then reconciled to FFS during End-of-Year Reconciliation. Additions 
are valued by estimating how much Medicare would have paid the Participant Hospital under FFS 
for the incremental number of services the Participant Hospital expects to provide. At the end of 
the year, reconciliation is performed using No-Pay claims that indicate what Medicare would have 
paid under FFS for the specified services.  

Under this adjustment, for the first two years of the Strategic Planned Service Line Shift, the 
Participant Hospital sending certain services to another Participant Hospital (known as the Sending 
Participant Hospital) and the Participant Hospital receiving services for Aligned Residents (known 
as the Receiving Participant Hospital) will split the value of the paid amount.  

 The Sending Participant Hospital will continue to receive the ‘fixed costs’, which are 
defined as capital and non-labor portions of the paid amount. This will provide them with 
time to transition their Participant Hospital to no longer providing that service line offering 

 
30  When Obstetrics Units Close, Rural Hospitals Save At The Expense Of Women’s Health. Texas Standard. Retrieved August 29, 2021 from 

https://www.texasstandard.org/stories/when-obstetrics-units-close-rural-hospitals-save-at-the-expense-of-womens-health/  

https://www.texasstandard.org/stories/when-obstetrics-units-close-rural-hospitals-save-at-the-expense-of-womens-health/
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to the community. After two years, the Sending Participant Hospital will no longer receive 
any portion of the paid amount.  

 The Receiving Participant Hospital(s) will now receive the ‘variable costs’, which are 
defined as the labor portion of the paid amount. This will ensure that they receive funding 
for the additional units of services they provide. After two years, the Receiving Participant 
Hospital(s) will receive the full value of the paid amount.  

The definition above may classify some non-labor costs as fixed that are partially variable, 
however the simplicity of this approach outweighs the complexity of developing a new 
methodology to split fixed and variable costs for what are likely to be relatively small payment 
amounts. Payments are adjusted to use values appropriate to the sending or receiving hospital. For 
example, FFS includes additional payments such as those for Indirect Medical Education that are 
calculated after the labor and non-labor portions of the payment, these payment adjustments are 
hospital specific so remain with the respective hospital. 

Example: Both Hospital A and Hospital C are considering closing a Service Line because they do 
not see enough volume to cover their fixed costs of operation. Rather than the Community losing 
the service line entirely, the Lead Organization facilitates a Strategic Planned Service Line Shift. 
Hospital C plans in advance to shift services to Hospital A.  

The total value of the services provided by Hospital C expected to shift to Hospital A is $20,000. 
Hospital A will now receive the labor portion of the claims associated with those services and 
Hospital C continues to receive the capital and non-labor portions of the claim. In this example, the 
labor portions account for 70% of the total, so Hospital A prospectively is paid $14,000 and 
Hospital C is prospectively paid $6,000.  

During the Performance Year, Hospital A actually provided $25,000 of the shifted service which is 
also partitioned between Hospitals A and C according to the share of fixed versus variable costs at 
reconciliation. Services included in the service line adjustment are excluded from the Distribution 
of Services adjustment. In this example, Hospital A provided slightly more services exclusive of 
the service line adjustment and Hospital C provided slightly fewer. 

Exhibit 22: Hypothetical Strategic Planned Shift in Services 
Line   

1 Prospective Estimated Value of Services Shifting from Hospital C to Hospital A $20,000 
2 Actual Incremental Value of Services provided by Hospital A during Performance Year $25,000 
 Reconciliation for Hospital A (Receiving)  

3 Service Line Prospective Amount (Variable portion of Line 1) $14,000 
4 Service Line Actual Amount at end of Performance Year (Variable portion of Line 2) $17,500 
5 Additional Reconciliation Payment for Service Line Amount $3,500 
 Reconciliation for Hospital C (Sending)  

6 Service Line Prospective Amount (Fixed portion of Line 1) $6,000 
7 Service Line Actual Amount at end of Performance Year (Fixed portion of Line 2) $7,500 
8 Additional Reconciliation Payment for Service Line Amount $1,500 



 2021 CHART Financial Specs 

  59 

V. Operational Details 

A. Roles and Responsibilities 

Exhibit 23 describes key operational roles and responsibilities for the Community Transformation 
Track. 

Exhibit 23: Key Operational Roles and Responsibilities 
Organization Role 

CMS 
Lead Federal government agency administering the Model. 
Responsible for Model policy and Medicare payment 
methodology. 

Lead Organization 

The Lead Organization will define the Community within Model 
guidelines, recruit Participant Hospitals, recruit Aligned Payers, 
implement the Medicaid APM, develop and implement 
Transformation Plans, and administer cooperative agreement 
funding as needed. 

Implementation Contractor (Lewin) 

Responsible for validating hospitals eligible for participation in 
the model; supporting CMS in all financial specifications of the 
Model; generating payment information files and other outputs 
to include payment updates, initial and final reconciliations. 
Supplies the MAC with monthly electronic files that identify 
beneficiaries aligned to the model. Supplies the IPC with files 
containing the CPA for Participant Hospitals. 

Medicare Administrative Contractor 
(MAC) 

Participant Hospitals will not be paid FFS for Eligible Hospital 
Services furnished to Aligned Residents and the MAC will use 
files supplied by the Implementation Contractor to process but 
not pay these claims submitted by Participant Hospitals. 

Innovation Payment Contractor (IPC) 
Entity responsible for generating payments on behalf of CMS to 
the Participant Hospitals. The IPC will use files supplied by the 
Implementation Contractor to issue the CPA. 

B. Operational Timeline 

Performance Year 2023 for the Community Transformation Track begins January 2023. Below is a 
high-level timeline.  
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Exhibit 24: Operational Timeline for Performance Year 2023  

 

Exhibit 25 describes the timing of activities that begin prior to and after the Performance Year in 
more detail. Please note that the dates shown below are subject to change. In the event that dates do 
change, CMS will provide advance notice. 

Exhibit 25: Operational Timeline for Performance Year  2023 
Title Approximate Date Description 

Pre-Implementation Period August 2021 – 
December 2022 

Approximately 15 months 
prior to start of 
Performance Year 2023, 
Community definitions are 
finalized; Transformation 
Plans are created, 
reviewed, and approved, 
including service line 
proposals; and potential 
Participant Hospitals are 
recruited. 

Lead Organization submits list of Participant 
Hospitals July 1, 2022 

Potential Participant 
Hospital list sent to CMS 
for provider vetting. 
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Title Approximate Date Description 

Initial Payment Calculation  August 31, 2022 

Lewin completes payment 
calculations as described in 
Section II and submits to 
CMS for review. 

CMS Payment Calculation Review September 1, 2022 CMS begins review of 
payment calculations.  

Participant Hospital Calculation Review October 11, 2022 
Participant Hospital 
reviews payment 
calculations. 

Participant Hospital Signs Participation 
Agreement November 1, 2022 

Participant Hospital 
completes review of 
payment calculation and 
signs Participation 
Agreement. 

Final Payment Calculation December 1, 2022 

Lewin updates CPA with 
most recent available data. 
Participant Hospitals and 
CMS confirm final annual 
CPA amounts.  

Payment Calculations sent to IPC December 15, 2022 

Lewin transfers payment 
files to IPC during the 
month. Files are also sent 
to the MAC at the same 
time so that submitted 
claims are not paid via FFS.  

Performance Year 2023  Start Date January 1, 2023 

Performance Year 2023 
payment cycle begins. 
Hospitals are paid twice 
monthly 1/24th of 
Prospective annual CPA by 
the IPC. 

Mid-Year Payment Reconciliation August 31, 2023 

The payment update re-
calculates the Prospective 
CPA using updated 
community beneficiary 
months, demographics, 
and trend. Please see 
Section III.A for more 
details. 

Performance Year 2023 End Date December 31, 2023 Performance Year 2023 
ends. 
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Title Approximate Date Description 

End-Year Payment Reconciliation September 30, 2024 

End of Performance Year 
2023 Reconciliation (See 
Section III) with eight 
months of Claims Run-Out. 

 
C. Issuing Payments to Participant Hospitals  

Payments to Participant Hospitals will be issued  twice per month by the IPC via Electronic Funds 
Transfer (EFT). Participant Hospitals are responsible for providing CMS with up-to-date banking 
information so that payments can be processed. The IPC Portal is used to collect this information 
and includes data elements such as the Tax Identification Number (TIN), National Provider 
Identifier (NPI) and banking account and routing numbers. CMS will provide additional 
information about payment mechanics to Participant Hospitals during 2022 so that all needed 
information can be collected and verified well in advance of the first Performance Year. 

D. Hospital Model Exit  

As outlined in the Participation Agreement, if a Participant Hospital closes, is terminated from the 
Model pursuant to the Participation Agreement with CMS, or otherwise ends participation in the 
Model during the Performance Year, CMS will cease CPA payments and the hospital will revert to 
FFS payments. This will occur during a Transition Period to allow time to coordinate between the 
MAC, IPC, and Implementation Contractor. After CMS notifies the Implementation Contractor of 
hospital exit, beginning on the first of the subsequent month, the next two months will be used to 
plan system updates necessary to stop CPA payments and resume FFS payments. FFS payment 
will resume during the third month following notification. The Lead Organization will provide 
CMS with an estimate of volume that remaining Participant Hospitals that may need to absorb 
from the exiting hospital so that CMS can assess if adjustments are needed to the CPA. 
Adjustments to the CPA would use the Service Line Change process described in Section IV.C.  
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Appendices 

A. Formulas 

The following provides a summary of all formulas included in this document. The noted sections 
will provide more details about the calculation. 

Exhibit A.1: Table of Formulas 
Section Formula 

II, Step 2 

(𝐸𝐸𝐸𝐸. 1) 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑞𝑞 =
𝑇𝑇𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸𝑞𝑞
𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑃𝑃𝐸𝐸𝐶𝐶𝐸𝐸𝐵𝐵𝐶𝐶𝐵𝐵𝐶𝐶𝑇𝑇𝐸𝐸𝐶𝐶 𝑃𝑃𝐶𝐶𝐶𝐶𝐶𝐶ℎ𝐸𝐸𝑞𝑞

 

Where, 
Total Community Expenditures = Sum of paid amounts for Eligible Hospital Services during a 
quarter(q) during the Baseline or Performance Year after adjustment for IPPS/OPPS and SDH. 
See Section II, Step 1. 

Community Beneficiary Months = Number of months that beneficiaries are eligible for 
Medicare, the CHART Model and aligned to the Community. See Section II, Step 1. 

II, Step 2 

 (𝐸𝐸𝐸𝐸. 2) 𝐷𝐷𝐸𝐸𝐶𝐶𝐶𝐶𝐷𝐷𝐸𝐸𝑇𝑇𝐸𝐸ℎ𝐶𝐶𝐵𝐵 𝐴𝐴𝐸𝐸𝐴𝐴𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 =  
((∑𝑃𝑃𝑃𝑃 𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵 𝐻𝐻𝐻𝐻𝐻𝐻 𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝐵𝐵∗𝑃𝑃𝑃𝑃 𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵 𝐻𝐻𝐻𝐻𝐻𝐻 𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝐵𝐵 𝑊𝑊𝐵𝐵𝑊𝑊𝑊𝑊ℎ𝑡𝑡)

𝑃𝑃𝑃𝑃 𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵 𝐻𝐻𝑆𝑆𝐶𝐶𝐵𝐵𝑡𝑡 )

((∑𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝑊𝑊𝐵𝐵𝐵𝐵 𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵 𝐻𝐻𝐻𝐻𝐻𝐻 𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝐵𝐵∗𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝑊𝑊𝐵𝐵𝐵𝐵 𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵 𝐻𝐻𝐻𝐻𝐻𝐻 𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝐵𝐵 𝑊𝑊𝐵𝐵𝑊𝑊𝑊𝑊ℎ𝑡𝑡)
𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝑊𝑊𝐵𝐵𝐵𝐵 𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵 𝐻𝐻𝑆𝑆𝐶𝐶𝐵𝐵𝑡𝑡 )

  

Where, 
Demographic Adjustment = The ratio between the weighted New Enrollee HCC scores during 
the Performance Year and Baseline. 

PY Bene HCC Score = Performance Year New Enrollee HCC Risk Score for Aligned Residents 
during the Performance Year   

PY Bene HCC Score Weight = Number of months Aligned Resident resides in Community during 
the Performance Year divided by 12.  

PY Bene Count = Number of Aligned Residents during the Performance Year 

Baseline Bene HCC Score = Performance Year New Enrollee HCC Risk Score for Aligned 
Residents during the Baseline  

Baseline Bene HCC Score Weight = Number of months Aligned Resident resides in Community 
during the Baseline period divided by 24.  

Baseline Bene Count = Number of Aligned Residents during the Baseline 

II, Step 3 

(𝐸𝐸𝐸𝐸. 3) 𝑃𝑃𝐸𝐸𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸𝐵𝐵𝐶𝐶𝐶𝐶𝑃𝑃𝐸𝐸 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑃𝑃𝐸𝐸𝐶𝐶𝐵𝐵ℎ𝐶𝐶𝑇𝑇𝐸𝐸𝑚𝑚 = 𝐹𝐹𝐶𝐶𝐸𝐸𝐸𝐸𝐵𝐵𝑇𝑇𝐸𝐸𝐶𝐶𝐸𝐸𝐸𝐸 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 ∗ 𝑃𝑃𝑏𝑏 ∗ 𝐷𝐷𝑏𝑏  
Where, 

Forecasted Community PBPM = Estimate of per beneficiary spending during the Performance 
Year 

Bb = Estimated Beneficiary Months. See Step 2.1. 

Db = Demographic Adjustment, which is calculated as the ratio of mean New Enrollee HCC risk 
score during the Performance Year to the mean New Enrollee HCC risk score during the 
Baseline for beneficiaries in the Community. See equation 2 in Step 2 for more information. 
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II, Step 4 

(𝐸𝐸𝐸𝐸. 4) 𝐷𝐷𝐶𝐶𝐸𝐸𝐶𝐶𝐸𝐸𝐶𝐶𝐷𝐷𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝐶𝐶𝐵𝐵 𝑆𝑆𝐸𝐸𝐸𝐸𝑃𝑃𝐶𝐶𝐵𝐵𝐸𝐸𝐸𝐸𝑏𝑏,𝑖𝑖  =  𝑃𝑃𝑎𝑎  ÷  𝑃𝑃𝑐𝑐  
Where, 

Pa = The sum of allowed amounts for Eligible Hospital Services (See Step 1.3) for the specific 
hospital for Aligned Residents in the Community. 

Pc = The total allowed amounts for Eligible Hospital Services (See Step 1.3) for Aligned 
Residents in the Community. This includes FFS payments or after Performance Year 2023, 
amounts on No-Pay claims submitted by both Participant Hospitals and Non-participant 
Hospitals. 

II, Step 4 

(𝐸𝐸𝐸𝐸. 5) 𝑃𝑃𝑇𝑇𝐸𝐸𝐸𝐸 𝑃𝑃𝐸𝐸𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸𝐵𝐵𝐶𝐶𝐶𝐶𝑃𝑃𝐸𝐸 𝐶𝐶𝑇𝑇𝐸𝐸𝐶𝐶𝐶𝐶𝑇𝑇𝐶𝐶𝐸𝐸𝐸𝐸 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐴𝐴𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 (𝐶𝐶𝑃𝑃𝐴𝐴)𝑖𝑖 = 
�𝑃𝑃𝐸𝐸𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸𝐵𝐵𝐶𝐶𝐶𝐶𝑃𝑃𝐸𝐸 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑃𝑃𝐸𝐸𝐶𝐶𝐵𝐵ℎ𝐶𝐶𝑇𝑇𝐸𝐸𝑚𝑚 ∗  𝑆𝑆𝑏𝑏,𝑖𝑖�  

Where,  
Sb,i = Hospital-specific Distribution of Services provided to Aligned Residents of the Community. 

II, Step 5 

(𝐸𝐸𝐸𝐸. 6) 𝐶𝐶𝑃𝑃𝐴𝐴 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐴𝐴𝐸𝐸𝐴𝐴𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝑖𝑖,𝑘𝑘 = 𝐴𝐴𝐸𝐸𝐸𝐸𝑇𝑇𝐶𝐶𝐵𝐵𝑇𝑇𝐷𝐷𝑇𝑇𝐸𝐸 𝑆𝑆ℎ𝑇𝑇𝐸𝐸𝐸𝐸 𝐶𝐶𝐵𝐵 𝑅𝑅𝐸𝐸𝑃𝑃𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸𝑖𝑖,𝑘𝑘 ∗ 
�𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐴𝐴𝐸𝐸𝐴𝐴𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐹𝐹𝑇𝑇𝐵𝐵𝐶𝐶𝐶𝐶𝐸𝐸𝑖𝑖 ,𝑘𝑘� ∗  𝐷𝐷𝐶𝐶𝐸𝐸𝐸𝐸𝐵𝐵𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝐶𝐶𝐵𝐵 𝐴𝐴𝐸𝐸𝐴𝐴𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 

Where, 
Applicable Share of Revenue = The percentage of the hospital-specific paid amount that is in-
scope for adjustment under the rules of each payment adjustment. 

II, Step 5 

(𝐸𝐸𝐸𝐸. 7) 𝐴𝐴𝐸𝐸𝐸𝐸𝑇𝑇𝐶𝐶𝐵𝐵𝑇𝑇𝐷𝐷𝑇𝑇𝐸𝐸 𝑆𝑆ℎ𝑇𝑇𝐸𝐸𝐸𝐸 𝐶𝐶𝐵𝐵 𝑅𝑅𝐸𝐸𝑃𝑃𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸 =
𝐹𝐹𝐹𝐹𝑆𝑆 𝑃𝑃𝐸𝐸𝐶𝐶𝐷𝐷𝐸𝐸𝑇𝑇𝐶𝐶 𝑃𝑃𝑇𝑇𝐸𝐸𝐶𝐶𝐸𝐸

𝑇𝑇𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝑃𝑃𝑇𝑇𝐶𝐶𝐸𝐸 𝐶𝐶𝐶𝐶 𝐻𝐻𝐶𝐶𝐸𝐸𝐸𝐸𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐵𝐵𝐶𝐶𝐸𝐸 𝐸𝐸𝑇𝑇𝐶𝐶𝐷𝐷𝐶𝐶𝐷𝐷𝐶𝐶𝑇𝑇𝐸𝐸 𝑆𝑆𝐸𝐸𝐸𝐸𝑃𝑃𝐶𝐶𝐵𝐵𝐸𝐸𝐸𝐸
 

Where, 
FFS Program Basis = The sum of applicable payment amounts during the last baseline year 
from applicable FFS claims. For example, HRRP31 and VBP32 are applicable only to the Base 
Operating DRG amounts on inpatient claims. This means that the adjustment is not applicable 
to all inpatient payments and not all claims submitted by the hospital. Adjustments for 
HACRP33 are applied after adjustments for HRRP, VBP, Disproportionate Share Hospital, and 
Indirect Medical Education adjustments and therefore have a different basis than HRRP or VBP. 

Payment Adjustment Factor = The specific adjustment factor used to adjust FFS claims. For 
programs such as HRRP, VBP and HACRP, these values are typically between .98 and 1 because 
these programs put at risk up to 2% of revenue. If the payment program does not supply a 
payment adjustment factor, the payment differential will be calculated as the ratio between 
the relevant payments and what would have been paid under FFS without the adjustment.  
Direction of Adjustment = Set to 1 or -1 depending on if the payment adjustment is applied in 
Medicare FFS as a reduction to payment or as an increase in payment. 

 
31  Hospital Readmissions Reduction Program Frequency Asked Questions (2020, January). Center for Medicare & Medicaid Services. 

Retrieved June 1, 2020 from https://qualitynet.cms.gov/files/5f294d57f75e42002168c687?filename=FY2021_HRRP_FAQs.pdf 
32  (n.d). Medicare.gov. Retrieved August 26, 2022, from  

https://www.cms.gov/Medicare/Quality-Initiatives-Patient-Assessment-Instruments/Value-Based-Programs/HVBP/Hospital-Value-Based-
Purchasing 

33  (n.d.). Center for Medicare & Medicaid Services. Retrieved June 1, 2020 from 
https://qualitynet.cms.gov/files/5f103ed32bd4670021abc171?filename=FY21_HACRP_FAQ.pdf  

https://qualitynet.cms.gov/files/5f294d57f75e42002168c687?filename=FY2021_HRRP_FAQs.pdf
https://qualitynet.cms.gov/files/5f103ed32bd4670021abc171?filename=FY21_HACRP_FAQ.pdf


 2021 CHART Financial Specs 

  65 

Section Formula 

II, Step 5 

(𝐸𝐸𝐸𝐸. 8) 𝑆𝑆𝐸𝐸𝐸𝐸𝐵𝐵𝐶𝐶𝑇𝑇𝑇𝑇 𝐷𝐷𝐸𝐸𝐸𝐸𝐶𝐶𝐷𝐷𝐶𝐶𝑇𝑇𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝐻𝐻𝐶𝐶𝐸𝐸𝐸𝐸𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐴𝐴𝐸𝐸𝐴𝐴𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐹𝐹𝑇𝑇𝐵𝐵𝐶𝐶𝐶𝐶𝐸𝐸 

 =  
𝑆𝑆𝐸𝐸𝐸𝐸𝐵𝐵𝐶𝐶𝑇𝑇𝑇𝑇 𝑆𝑆𝐶𝐶𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸 𝑈𝑈𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸 𝐹𝐹𝐹𝐹𝑆𝑆

𝐼𝐼𝐶𝐶𝐶𝐶𝐸𝐸𝐸𝐸𝐶𝐶𝐶𝐶 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸 𝐴𝐴𝐸𝐸𝐴𝐴𝐶𝐶𝐸𝐸𝐶𝐶𝐸𝐸𝐸𝐸 𝐶𝐶𝐶𝐶 𝐼𝐼𝑃𝑃𝑃𝑃𝑆𝑆 𝑂𝑂𝑃𝑃𝑃𝑃𝑆𝑆 𝑅𝑅𝑇𝑇𝐶𝐶𝐸𝐸𝐸𝐸
         

Where, 
Special Status Payments Under FFS = Total value of payments made to Participant Hospital by 
Medicare as part of the FFS program recorded on the cost report.  This includes both interim 
payments and any settlement amounts. 

Interim Payments Adjusted to IPPS-OPPS Rates = Interim payments from the cost report 
divided by the repricing ratio.  This represents the value of claims submitted by the hospital if 
those claims were paid under IPPS or OPPS. 

II, Step 5 

𝑅𝑅𝐸𝐸𝐸𝐸𝐸𝐸𝐶𝐶𝐵𝐵𝐶𝐶𝐶𝐶𝐷𝐷 𝑅𝑅𝑇𝑇𝐶𝐶𝐶𝐶𝐶𝐶 (𝐸𝐸𝐸𝐸. 9) =  
𝐼𝐼𝐶𝐶𝐶𝐶𝐸𝐸𝐸𝐸𝐶𝐶𝐶𝐶 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸 𝐶𝐶𝐶𝐶 𝑅𝑅𝐸𝐸𝐸𝐸𝐸𝐸𝐶𝐶𝐵𝐵𝐸𝐸𝐸𝐸 𝐶𝐶𝑇𝑇𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸

𝑃𝑃𝑇𝑇𝐶𝐶𝐸𝐸 𝑇𝑇𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐸𝐸 𝑇𝑇𝐵𝐵𝐶𝐶𝐸𝐸𝐸𝐸 𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐶𝐶𝐵𝐵𝐶𝐶𝐶𝐶𝐷𝐷 𝐶𝐶𝐶𝐶 𝐼𝐼𝑃𝑃𝑃𝑃𝑆𝑆 𝐶𝐶𝐸𝐸 𝑂𝑂𝑃𝑃𝑃𝑃𝑆𝑆
 

Where, 

Interim Payments on Repriced Claims = The total CMS paid to the hospital on the set of claims 
used for repricing. 

Paid Amount After Repricing to IPPS or OPPS = The amount CMS would have paid to the 
hospital if those same claims were paid under IPPS or OPPS.  The paid amount is calculated 
using beneficiary out-of-pocket amounts as calculated by the MAC at the time the claims were 
originally processed. 

Appendix G 

(𝐸𝐸𝐸𝐸.𝐺𝐺4) 𝑃𝑃𝐴𝐴𝐹𝐹 =
𝐹𝐹𝐹𝐹𝑆𝑆 𝐴𝐴𝐸𝐸𝐴𝐴𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐴𝐴𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶

𝑃𝑃𝑇𝑇𝐸𝐸𝐸𝐸 𝐶𝐶𝑃𝑃𝐴𝐴 ∗ 𝐴𝐴𝐸𝐸𝐸𝐸𝑇𝑇𝐶𝐶𝐵𝐵𝑇𝑇𝐷𝐷𝑇𝑇𝐸𝐸 𝑆𝑆ℎ𝑇𝑇𝐸𝐸𝐸𝐸 𝐶𝐶𝐵𝐵 𝑅𝑅𝐸𝐸𝑃𝑃𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸
 

Where, 

FFS Adjustment Amount = The total value of the adjustment as recorded on FFS claims either 
during a 12 month period prior to calculating the Prospective Base CPA or during the 
Performance Year for purposes of End-of-Year Reconciliation. 

Base CPA = Hospital-specific share of Community Benchmark as described in Step 4.3, Equation 
5. 

Applicable Share of Revenue = Portion of hospital revenue applicable to FFS adjustment as 
described in Step 5.1, Equation 7. 

II, Step 5 

(𝐸𝐸𝐸𝐸. 10) 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑆𝑆𝐷𝐷𝑂𝑂𝐻𝐻 𝑃𝑃𝐶𝐶𝐶𝐶𝑇𝑇 = 𝑃𝑃𝑇𝑇𝐸𝐸𝐸𝐸 𝐷𝐷𝐶𝐶𝐸𝐸𝐸𝐸𝑇𝑇𝐸𝐸𝐶𝐶𝐶𝐶𝐶𝐶 𝐴𝐴𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 ∗ 𝑃𝑃 ∗ 𝑅𝑅𝑛𝑛 ∗  𝑆𝑆 
Where, 

Base Disparity Amount = Funding amount set by CMS on a per-beneficiary basis so that 
funding can be adjusted for the size of the Community when multiplied by beneficiary months. 
This amount is set at $1.50 PBPM. 

B = Estimated Performance Year Beneficiary months. 

Rn = Ratio of the Community’s mean ADI to National Rural mean ADI.  

S = Share of services provided to Aligned Residents by Participant Hospitals as calculated in 
Step 5.3 above. This is used so that funding is scaled to amount of services provided to 
residents by Participant Hospitals. 
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II, Step 5 

(𝐸𝐸𝐸𝐸. 11) 𝐻𝐻𝐶𝐶𝐸𝐸𝐸𝐸𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝑆𝑆𝐸𝐸𝐸𝐸𝐵𝐵𝐶𝐶𝐵𝐵𝐶𝐶𝐵𝐵 𝑆𝑆𝐷𝐷𝑂𝑂𝐻𝐻 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝑖𝑖
= 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑆𝑆𝐷𝐷𝑂𝑂𝐻𝐻 𝑃𝑃𝐶𝐶𝐶𝐶𝑇𝑇
∗  𝐻𝐻𝐶𝐶𝐸𝐸𝐸𝐸𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝑆𝑆ℎ𝑇𝑇𝐸𝐸𝐸𝐸 𝐶𝐶𝐵𝐵 𝐴𝐴𝐷𝐷𝐼𝐼 𝑄𝑄𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑇𝑇𝐸𝐸 4 𝐶𝐶𝐸𝐸 5 𝑃𝑃𝐸𝐸𝐶𝐶𝐸𝐸𝐵𝐵𝐶𝐶𝐵𝐵𝐶𝐶𝑇𝑇𝐸𝐸𝐶𝐶𝐸𝐸𝐸𝐸𝑖𝑖  

Where, 
Hospital Share of ADI Quintile 4 and 5 Beneficiariesi = Number of beneficiaries with claims at 
hospitali in ADI quintile 4 or 5 during the Baseline divided by the total number of beneficiaries 
with claims at all Participant Hospitals in the Community who are in ADI quintile 4 or 5 during 
the Baseline. 

II, Step 5 

(𝐸𝐸𝐸𝐸. 12) 𝑆𝑆ℎ𝑇𝑇𝐸𝐸𝐸𝐸 𝐶𝐶𝐵𝐵 𝑃𝑃𝐸𝐸𝐶𝐶𝐸𝐸𝐵𝐵𝐶𝐶𝐵𝐵𝐶𝐶𝑇𝑇𝐸𝐸𝐶𝐶𝐸𝐸𝐸𝐸 𝐶𝐶𝐶𝐶 𝐴𝐴𝐷𝐷𝐼𝐼 𝑄𝑄𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑇𝑇𝐸𝐸 4 𝑇𝑇𝐶𝐶𝐸𝐸 5𝑖𝑖   

=  
𝐴𝐴
𝑃𝑃 

 

Where, 

A = Count of Aligned Residents in ADI Quintile 4 or 5 with a claim for an Eligible Hospital Service 
at Participant Hospitali 

B = Count of Aligned Residents in ADI Quintile 4 or 5 with a claim for an Eligible Hospital Service 
at any Participant Hospital. 

II, Step 6 

(𝐸𝐸𝐸𝐸. 13) 𝑃𝑃𝐸𝐸𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸𝐵𝐵𝐶𝐶𝐶𝐶𝑃𝑃𝐸𝐸 𝐻𝐻𝐶𝐶𝐸𝐸𝐸𝐸𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐶𝐶𝑇𝑇𝐸𝐸𝐶𝐶𝐶𝐶𝑇𝑇𝐶𝐶𝐸𝐸𝐸𝐸 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐴𝐴𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 (𝐶𝐶𝑃𝑃𝐴𝐴)𝑖𝑖 = 

𝑃𝑃𝑇𝑇𝐸𝐸𝐸𝐸 𝑃𝑃𝐸𝐸𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸𝐵𝐵𝐶𝐶𝐶𝐶𝑃𝑃𝐸𝐸 𝐶𝐶𝑃𝑃𝐴𝐴𝑖𝑖 ∗ ∑ 𝐶𝐶𝑃𝑃𝐴𝐴 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐴𝐴𝐸𝐸𝐴𝐴𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝑖𝑖𝑘𝑘
1 − 𝐶𝐶𝑃𝑃𝑆𝑆 𝐷𝐷𝐶𝐶𝐸𝐸𝐵𝐵𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶  

Where, 

CPA Payment Adjustmenti,k = The hospital-specific payment adjustment factors calculated in 
Step 5 are combined for all payment adjustments applicable to the Participant Hospital, which 
is represented by k. In addition to the CHART Model specific discount adjustment and the ADI 
Adjustment, please see Appendix G, Table of Adjustments for a complete list of Medicare 
IPPS/OPPS FFS adjustments. 

CMS Discount = Reduction to CPA described in Step 5 above. This is calculated by multiplying 
together the Base Prospective CPA, CPA Payment Adjustmentsi,k and the discount percentage 
from Exhibit 9 above. 
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III.A 

(𝐸𝐸𝐸𝐸. 14) 𝑂𝑂𝐶𝐶𝐶𝐶𝑇𝑇𝐶𝐶𝐸𝐸𝐸𝐸 𝐶𝐶ℎ𝑇𝑇𝐶𝐶𝐷𝐷𝐸𝐸 𝑅𝑅𝑇𝑇𝐶𝐶𝐶𝐶𝐶𝐶 =  
(𝑃𝑃𝑝𝑝𝑂𝑂𝑂𝑂 𝑃𝑃𝑝𝑝� 𝑁𝑁𝐶𝐶𝐶𝐶 − 𝑂𝑂𝑂𝑂)

(𝑃𝑃𝑏𝑏𝑂𝑂𝑂𝑂 𝑃𝑃𝑏𝑏� 𝑁𝑁𝐶𝐶𝐶𝐶 − 𝑂𝑂𝑂𝑂)
 

Where, 
Pb Non-OL = Total Community Expenditures for Aligned Residents during the Baseline below 
the 99th percentile.  

PbOL = Total amount above the 99th percentile for beneficiaries with Total Community 
Expenditures above the 99th percentile during the Baseline period across all beneficiaries who 
meet the inclusion criteria described in Step 1. The 99th percentile of beneficiary expenditures is 
referred to below as P99. Outliers are calendar year and eligibility category (ESRD, Dual Eligible, 
ESRD/Non-Dual) specific. This means that the 99th percentile is calculated for each combination 
of calendar year and eligibility category, and any beneficiaries in each cohort will be an outlier if 
their total expenditures are above the corresponding 99th percentile. 

Pp Non-OL = Sum of Total Community Expenditures for Aligned Residents during the 
Performance Year below the P99. Using P99 serves as a fixed dollar threshold so that an 
increase in outliers does not increase the 99th percentile value in the Performance Year and 
thereby does not understate the Outlier Adjustment. 

PpOL = Total Community Expenditures above the P99 for beneficiaries with total expenditures 
above P99. 

III.A 
(𝐸𝐸𝐸𝐸. 15) 𝐻𝐻𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶ℎ𝐸𝐸𝐶𝐶𝐶𝐶𝐵𝐵𝑇𝑇𝑇𝑇 𝑃𝑃𝑇𝑇𝐸𝐸𝐸𝐸𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸 𝑇𝑇𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸

= 𝑃𝑃𝑏𝑏𝑂𝑂𝑂𝑂 ∗ 𝑂𝑂𝐶𝐶𝐶𝐶𝑇𝑇𝐶𝐶𝐸𝐸𝐸𝐸 𝐶𝐶ℎ𝑇𝑇𝐶𝐶𝐷𝐷𝐸𝐸 𝑅𝑅𝑇𝑇𝐶𝐶𝐶𝐶𝐶𝐶 +  𝑃𝑃𝑏𝑏𝑁𝑁𝐶𝐶𝐶𝐶 𝑂𝑂𝑂𝑂 

III.A 
(𝐸𝐸𝐸𝐸. 16) 𝑂𝑂𝐶𝐶𝐶𝐶𝑇𝑇𝐸𝐸𝐸𝐸 𝐴𝐴𝐸𝐸𝐴𝐴𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶

= 𝐻𝐻𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶ℎ𝐸𝐸𝐶𝐶𝐶𝐶𝐵𝐵𝑇𝑇𝑇𝑇 𝑃𝑃𝑇𝑇𝐸𝐸𝐸𝐸𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸 𝑇𝑇𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸 
÷ 𝑃𝑃𝑇𝑇𝐸𝐸𝐸𝐸𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸 𝑇𝑇𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸 

III.A 

(𝐸𝐸𝐸𝐸. 17) 𝑃𝑃𝐶𝐶𝐸𝐸 − 𝑃𝑃𝐸𝐸𝑇𝑇𝐸𝐸 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑃𝑃𝐸𝐸𝐶𝐶𝐵𝐵ℎ𝐶𝐶𝑇𝑇𝐸𝐸𝑚𝑚
= 𝑃𝑃𝐶𝐶𝐸𝐸 − 𝑃𝑃𝐸𝐸𝑇𝑇𝐸𝐸 𝐹𝐹𝐶𝐶𝐸𝐸𝐸𝐸𝐵𝐵𝑇𝑇𝐸𝐸𝐶𝐶𝐸𝐸𝐸𝐸 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 ∗ 𝑃𝑃𝑚𝑚  

Where, 
Mid-Year Forecasted Community PBPM = Community PBPM as estimated by the Community 
Specific ARIMA run during Mid-Year Reconciliation as described in the Exhibit 12, Trend Timing 
above.  

Bm = Mid-Year Estimated Beneficiary Months. 

III.A 

(𝐸𝐸𝐸𝐸. 18) 𝐹𝐹𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑃𝑃𝐸𝐸𝐶𝐶𝐵𝐵ℎ𝐶𝐶𝑇𝑇𝐸𝐸𝑚𝑚 𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃
= 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑃𝑃𝑇𝑇𝐸𝐸𝐸𝐸𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸 𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 ∗ (1 + Regional Trend) 

Where, 
Community Baseline PBPM = Calculated by dividing Total Community Expenditures by 
Community Beneficiary Months for the Baseline, as described in Step 1. 

Regional Trend = Calculated by dividing the PBPM for the matched cohort during the 
Performance Year by the PBPM for the matched cohort during the Baseline. PBPMs are 
calculated in the same manner as those described in Step 1. 
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III.A 

(𝐸𝐸𝐸𝐸. 19) 𝐹𝐹𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑃𝑃𝐸𝐸𝐶𝐶𝐵𝐵ℎ𝐶𝐶𝑇𝑇𝐸𝐸𝑚𝑚
= 𝐹𝐹𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑃𝑃𝐸𝐸𝐶𝐶𝐵𝐵ℎ𝐶𝐶𝑇𝑇𝐸𝐸𝑚𝑚 𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 ∗ 𝑃𝑃𝑝𝑝 ∗ 𝐷𝐷𝑝𝑝 ∗  𝑂𝑂𝑝𝑝 

Where, 

Bp = Performance Year Beneficiary Months. 

Dp = Demographic Adjustment, which is calculated as the ratio of mean New-Enrollee HCC Risk 
Score during the Performance Year to the mean New-Enrollee HCC Risk Score during the 
Baseline or prior Performance Year for Aligned Residents. 

Op = Outlier Adjustment, which is calculated as the ratio of the share of Total Community 
Expenditures in the Performance Year above the 99th percentile to the Total Community 
Expenditures in the  prior to the Performance Year above the 99th percentile. Communities can 
opt to either use or not use this adjustment at the beginning of the Performance Year. 

III.A 

(𝐸𝐸𝐸𝐸. 20) 𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐵𝐵𝐶𝐶𝐸𝐸𝐸𝐸 𝑃𝑃𝐴𝐴𝑈𝑈𝑖𝑖 = 𝑃𝑃𝑇𝑇𝐸𝐸𝐸𝐸𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸 𝑃𝑃𝐴𝐴𝑈𝑈 𝑃𝑃𝐸𝐸𝐸𝐸𝐵𝐵𝐸𝐸𝐶𝐶𝐶𝐶𝑖𝑖 ∗ 𝐻𝐻𝐶𝐶𝐸𝐸𝐸𝐸𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝑇𝑇𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝑃𝑃𝑇𝑇𝐶𝐶𝐸𝐸𝑖𝑖  

Where, 

Baseline PAU Percent = PAU Expenditures for Participant Hospitali during the Baseline divided 
by total allowed amounts from claims for Eligible Hospital Services for Participant Hospitali 
during the Baseline. The prior Performance Year is used after Performance Year 2023. 

Hospital Total Paid = Allowed amounts from claims for Eligible Hospital Services for Participant 
Hospitali during the Performance Year. 

III.A 

(𝐸𝐸𝐸𝐸. 21) 𝑃𝑃𝐴𝐴𝑈𝑈 𝐷𝐷𝐶𝐶𝐵𝐵𝐵𝐵𝐸𝐸𝐸𝐸𝐸𝐸𝐶𝐶𝐵𝐵𝐸𝐸𝑖𝑖 = 𝑃𝑃𝑃𝑃 𝑃𝑃𝐴𝐴𝑈𝑈 𝑃𝑃𝑇𝑇𝐶𝐶𝐸𝐸𝑖𝑖 − 𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐵𝐵𝐶𝐶𝐸𝐸𝐸𝐸 𝑃𝑃𝐴𝐴𝑈𝑈𝑖𝑖  

Where, 

PP PAU Paid = PAU Expenditures (allowed amounts from claims for Eligible Hospital Services 
identified as PAU) for Participant Hospitali during the Performance Year.  

III.A 

(𝐸𝐸𝐸𝐸. 22) Hospital − Specific share of  Distribution of Services  for Aligned Residents or 𝑆𝑆𝑚𝑚,𝑖𝑖
=  (𝑃𝑃𝑚𝑚,𝑖𝑖 − (𝑃𝑃𝐴𝐴𝑈𝑈 𝐷𝐷𝐶𝐶𝐵𝐵𝐵𝐵𝐸𝐸𝐸𝐸𝐸𝐸𝐶𝐶𝐵𝐵𝐸𝐸))  ÷ 𝑃𝑃𝑐𝑐  

Where, 

Pm,i = Allowed amounts from claims for Eligible Hospital Services (See Step 1.3) for Participant 
Hospitali for Aligned Residents in the Community during the Performance Year.  

Pc = Allowed amounts from claims for Eligible Hospital Services for Aligned Residents of the 
Community during the Performance Year. This includes FFS claims or after Performance Year 
2023 , No-Pay claims submitted by both Participant Hospitals and Non-Participant Hospitals. 
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III.A 

(𝐸𝐸𝐸𝐸. 23) 𝑃𝑃𝐶𝐶𝐸𝐸 − 𝑃𝑃𝐸𝐸𝑇𝑇𝐸𝐸 𝐻𝐻𝐶𝐶𝐸𝐸𝐸𝐸𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐶𝐶𝑇𝑇𝐸𝐸𝐶𝐶𝐶𝐶𝑇𝑇𝐶𝐶𝐸𝐸𝐸𝐸 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐴𝐴𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 (𝐶𝐶𝑃𝑃𝐴𝐴)𝑖𝑖 = 
(𝑃𝑃𝐶𝐶𝐸𝐸 − 𝑃𝑃𝐸𝐸𝑇𝑇𝐸𝐸 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑃𝑃𝐸𝐸𝐶𝐶𝐵𝐵ℎ𝐶𝐶𝑇𝑇𝐸𝐸𝑚𝑚 ∗  𝑆𝑆𝑏𝑏,𝑖𝑖) + ∑ 𝑃𝑃𝐶𝐶𝐸𝐸 −𝑗𝑗

1
𝑃𝑃𝐸𝐸𝑇𝑇𝐸𝐸 𝐶𝐶𝑃𝑃𝐴𝐴 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐴𝐴𝐸𝐸𝐴𝐴𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝑖𝑖 − 𝐶𝐶𝑃𝑃𝑆𝑆 𝐷𝐷𝐶𝐶𝐸𝐸𝐵𝐵𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶  

Where, 
Sb,i = Hospital-specific Distribution of Services for Aligned Residents of the Community prior to 
the Performance Year.. (See Step 4.3, above). 

Mid-Year CPA Payment Adjustmenti,j = Hospital-specific payment adjustment factors for the 
first six months of the PY for quality IPPS/OPPS adjustments plus prospective estimates for the 
last  six  months of the PY, that are summed to adjust the CPA applicable to the Participant 
Hospital, which is represented by j.  

CMS Discount = Reduction to CPA described in Section II, Step 5 above. 

III.A 

(𝐸𝐸𝐸𝐸. 24) 𝐸𝐸𝐶𝐶𝐸𝐸 𝐶𝐶𝐵𝐵 𝑃𝑃𝐸𝐸𝑇𝑇𝐸𝐸 𝐻𝐻𝐶𝐶𝐸𝐸𝐸𝐸𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐶𝐶𝑇𝑇𝐸𝐸𝐶𝐶𝐶𝐶𝑇𝑇𝐶𝐶𝐸𝐸𝐸𝐸 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐴𝐴𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 (𝐶𝐶𝑃𝑃𝐴𝐴)𝑖𝑖 =
 �𝐹𝐹𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑃𝑃𝐸𝐸𝐶𝐶𝐵𝐵ℎ𝐶𝐶𝑇𝑇𝐸𝐸𝑚𝑚 ∗  𝑆𝑆𝑝𝑝,𝑖𝑖� ∗ ∑ 𝐹𝐹𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐶𝐶𝑃𝑃𝐴𝐴 𝑃𝑃𝑇𝑇𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐴𝐴𝐸𝐸𝐴𝐴𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝑖𝑖𝑘𝑘

1 −
𝐶𝐶𝑃𝑃𝑆𝑆 𝐷𝐷𝐶𝐶𝐸𝐸𝐵𝐵𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶  

Where, 

Sp,i = Hospital-specific share Distribution of Services provided to Aligned Residents of the 
Community during the Performance Year after adjustment for PAU. 

Final CPA Payment Adjustmenti,k = A series of hospital-specific payment adjustment factors for 
quality, IPPS/OPPS, or Special Status Adjustments updated as described in Section III.A.2, 
above, that are summed together to adjust the CPA for all FFS payment programs applicable to 
the Participant Hospital, which is represented by k. Please see Appendix G, Table of 
Adjustments for a complete list of adjustments. 

 CMS Discount = Reduction to CPA described in Section II, Step 5 above. 

III.A 

(𝐸𝐸𝐸𝐸. 25) 𝐸𝐸𝐶𝐶𝐸𝐸 𝐶𝐶𝐵𝐵 𝑃𝑃𝐸𝐸𝑇𝑇𝐸𝐸 𝑅𝑅𝐸𝐸𝐵𝐵𝐶𝐶𝐶𝐶𝐵𝐵𝐶𝐶𝑇𝑇𝐶𝐶𝑇𝑇𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝐴𝐴𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑖𝑖

=  𝐸𝐸𝐶𝐶𝐸𝐸 𝐶𝐶𝐵𝐵 𝑃𝑃𝐸𝐸𝑇𝑇𝐸𝐸 𝐶𝐶𝑃𝑃𝐴𝐴𝑖𝑖 −  �𝑃𝑃𝐸𝐸𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸𝐵𝐵𝐶𝐶𝐶𝐶𝑃𝑃𝐸𝐸 or Mid-Year 𝐶𝐶𝑃𝑃𝐴𝐴𝑖𝑖

24

𝑛𝑛=1

 

The End-of-Year Reconciliation Amount is then applied to future Performance Years by dividing by 
the number of payments remaining in a future Performance Year CPA.  
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B. Completion Factors 

To account for the time between when a claim is incurred and when it is paid, a completion factor 
is used to adjust paid amounts to estimate actual spending during a specified time period. In 
general, claims data used to compute Total Community Expenditures will be largely complete 
because the calculation allows several months between the end of the Baseline and the time when 
the CPA is calculated34.  

A completion factor is the percentage of estimated incurred claims already paid through a 
particular point in time. Lag, also known as claim run-out, is defined as the difference  between the 
month in which a claim is incurred and the month in which the claim is paid. Lag is dependent on 
how quickly providers submit claims and how quickly the insurer processes and pays claims. 

Completion ratio is defined as, 

(𝐸𝐸𝐸𝐸.𝑃𝑃1) 𝐶𝐶𝐶𝐶𝐶𝐶𝐸𝐸𝑇𝑇𝐸𝐸𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑅𝑅𝑇𝑇𝐶𝐶𝐶𝐶𝐶𝐶 𝑇𝑇𝐶𝐶 𝑂𝑂𝑇𝑇𝐷𝐷𝑖𝑖 =
𝐶𝐶𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇𝐶𝐶𝐶𝐶𝑃𝑃𝐸𝐸 𝐸𝐸𝑇𝑇𝐶𝐶𝐸𝐸 𝑇𝑇𝐶𝐶 𝑇𝑇𝑇𝑇𝐷𝐷𝑖𝑖
𝑇𝑇𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶 𝐸𝐸𝐸𝐸𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸 𝐸𝐸𝑇𝑇𝐶𝐶𝐸𝐸

 

Where, 
Cumulative paid at Lagi = Total paid for Eligible Hospital Services as of lagi or the months 
between the incurred date and eventual paid date. For example, lag1 is the total paid as of one 
month after the incurred date. 
Total study period paid = Total paid from claims for Eligible Hospital Services during the 
period used to calculate completion factors. For the CPA, three years of historical claims for 
Eligible Hospital Services is used to calculate completion factors. It is assumed that data is 
complete after three years. 

Completion factors are the reciprocal of the completion ratio and are calculated for each lag; 
therefore, each lag has a different completion factor. Completion factor is defined as, 

(𝐸𝐸𝐸𝐸.𝑃𝑃2) 𝐶𝐶𝐶𝐶𝐶𝐶𝐸𝐸𝑇𝑇𝐸𝐸𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝐹𝐹𝑇𝑇𝐵𝐵𝐶𝐶𝐶𝐶𝐸𝐸 𝑇𝑇𝐶𝐶 𝑂𝑂𝑇𝑇𝐷𝐷𝑖𝑖 =
1

𝐶𝐶𝐶𝐶𝐶𝐶𝐸𝐸𝑇𝑇𝐸𝐸𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑅𝑅𝑇𝑇𝐶𝐶𝐶𝐶𝐶𝐶 𝑇𝑇𝐶𝐶 𝑂𝑂𝑇𝑇𝐷𝐷𝑖𝑖
 

The completion factor is multiplied by the Total Community Expenditures for each month of data 
used to forecast for the benchmark (see Trend in Step 2.b). 

In the example below, Column A represents the sum of expenditures for the study period, obtained 
by adding up all expenditures for each month in the specified period used to calculate completion 
factors. Lag, in Column B, spans from 0-35 because this example uses a -three year period to 
calculate completion factors.  

Claims are assigned to a lag month that is the duration between when the service occurred (known 
as the incurred date) and when it was paid. The paid amount from claims included in the 
completion factor calculation is summarized by lag month into Column C, the Lag Amount. If, for 
example, data used as part of the calculation included claims incurred and paid in January 2021 
these would be assigned to lag month of 0. Claims incurred in January but paid in February would 

 
34  CCW White Paper: Medicare Claims Maturity, General Dynamics Information Technology (GDIT), Retrieved 

August 1, 2021 https://www.ccwdata.org/documents/10280/19002256/medicare-claims-maturity.pdf  

https://www.ccwdata.org/documents/10280/19002256/medicare-claims-maturity.pdf


 2021 CHART Financial Specs 

  71 

be assigned lag month 1 and so forth. The cumulative lag amount, Column D, displays the 
cumulative claims payments for each incurred month in the specified year. For example, lag month 
1 is the sum of cumulative lag amount for lag month 1 and lag month 0. The oldest incurred month 
in the specified period is assumed to be complete, therefore the last cumulative lag amount equals 
the total dollars in the base period.  

Exhibit B.1: Example Completion Factors 
A B C D E(=D/A) F=1/E G=A-D 

Total Paid From 
Claims for 

Eligible Hospital 
Services 

Lag Lag Amount Cumulative Lag 
Amount 

Completion 
Ratio 

Completion 
Factor 

Incurred But 
Not Reported 

(IBNR) 

$2,715,330,000 0 $463,890,000 $463,890,000 17.08% 5.853 $2,251,440,000 
$2,715,330,000 1 $1,362,590,000 $1,826,480,000 67.27% 1.487 $888,850,000 
$2,715,330,000 2 $205,270,000 $2,031,750,000 74.83% 1.336 $683,580,000 
$2,715,330,000 3 $101,510,000 $2,133,260,000 78.56% 1.273 $582,070,000 
$2,715,330,000 4 $82,250,000 $2,215,510,000 81.59% 1.226 $499,820,000 
$2,715,330,000 5 $63,290,000 $2,278,800,000 83.92% 1.192 $436,530,000 
$2,715,330,000 6 $47,980,000 $2,326,780,000 85.69% 1.167 $388,550,000 
$2,715,330,000 7 $42,870,000 $2,369,650,000 87.27% 1.146 $345,680,000 
$2,715,330,000 8 $26,770,000 $2,396,420,000 88.26% 1.133 $318,910,000 
$2,715,330,000 9 $17,790,000 $2,414,220,000 88.91% 1.125 $301,110,000 
$2,715,330,000 10 $20,840,000 $2,435,060,000 89.68% 1.115 $280,270,000 
$2,715,330,000 11 $19,990,000 $2,455,050,000 90.41% 1.106 $260,280,000 
$2,715,330,000 12 $17,470,000 $2,472,520,000 91.06% 1.098 $242,810,000 
$2,715,330,000 13 $12,820,000 $2,485,340,000 91.53% 1.093 $229,990,000 
$2,715,330,000 14 $15,820,000 $2,501,160,000 92.11% 1.086 $214,170,000 
$2,715,330,000 15 $24,800,000 $2,525,950,000 93.03% 1.075 $189,380,000 
$2,715,330,000 16 $28,310,000 $2,554,260,000 94.07% 1.063 $161,070,000 
$2,715,330,000 17 $31,330,000 $2,585,600,000 95.22% 1.050 $129,730,000 
$2,715,330,000 18 $30,510,000 $2,616,100,000 96.35% 1.038 $99,230,000 
$2,715,330,000 19 $25,620,000 $2,641,720,000 97.29% 1.028 $73,610,000 
$2,715,330,000 20 $23,120,000 $2,664,840,000 98.14% 1.019 $50,490,000 
$2,715,330,000 21 $19,970,000 $2,684,810,000 98.88% 1.011 $30,520,000 
$2,715,330,000 22 $13,140,000 $2,697,950,000 99.36% 1.006 $17,380,000 
$2,715,330,000 23 $1,850,000 $2,699,790,000 99.43% 1.006 $15,540,000 
$2,715,330,000 24 $1,300,000 $2,701,100,000 99.48% 1.005 $14,230,000 
$2,715,330,000 25 $1,350,000 $2,702,450,000 99.53% 1.005 $12,880,000 
$2,715,330,000 26 $1,270,000 $2,703,720,000 99.57% 1.004 $11,610,000 
$2,715,330,000 27 $710,000 $2,704,430,000 99.60% 1.004 $10,900,000 
$2,715,330,000 28 $670,000 $2,705,100,000 99.62% 1.004 $10,230,000 
$2,715,330,000 29 $650,000 $2,705,750,000 99.65% 1.004 $9,580,000 
$2,715,330,000 30 $760,000 $2,706,510,000 99.68% 1.003 $8,820,000 
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A B C D E(=D/A) F=1/E G=A-D 
Total Paid From 

Claims for 
Eligible Hospital 

Services 

Lag Lag Amount Cumulative Lag 
Amount 

Completion 
Ratio 

Completion 
Factor 

Incurred But 
Not Reported 

(IBNR) 

$2,715,330,000 31 $580,000 $2,707,090,000 99.70% 1.003 $8,240,000 
$2,715,330,000 32 $530,000 $2,707,620,000 99.72% 1.003 $7,710,000 
$2,715,330,000 33 $560,000 $2,708,180,000 99.74% 1.003 $7,150,000 
$2,715,330,000 34 $540,000 $2,708,720,000 99.76% 1.002 $6,610,000 
$2,715,330,000 35 $570,000 $2,709,290,000 99.78% 1.002 $6,040,000 

$2,715,330,000 36 $510,000 $2,709,800,000 99.80% 1.002 $5,530,000 
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C. ARIMA Model Development 

As described above, Community and Regional Trends are calculated using a time-series model fit 
to PBPM expenditures calculated from Baseline Community PBPMs that are calculated as 
described in Section II, Step 2 above. Community-specific trends are used because there is 
significant geographic and temporal variation in the impact of the Coronavirus disease 2019, and 
national trend factors may not reflect the unique experiences of rural communities. These 
Community-specific trends provide a robust counterfactual for what would have happened in the 
absence of the model because it incorporates historical trends in the Community’s own utilization, 
beneficiary mix, service mix, and prices into the forecast. For example, if expensive cancer 
treatment services were provided to the Community during the baseline, the effect on expenditures 
would be incorporated into the forecast because it is part of the historical trend. Conversely, a new 
CMS policy would not be incorporated into the forecast because it is not part of the Community’s 
historical expenditures. As noted above that CMS policy changes may be incorporated into service 
line adjustments, the benchmark, and/or reconciliation on an ad-hoc basis at the sole discretion of 
CMS.  

The process of estimating a Community-specific trend involves first testing models on historical 
data then applying the best performing model to recent data for the purpose of forecasting PBPM 
expenditures in the future. 

1. Model Testing  
The time series model used to forecast future expenditures during the Performance Year will be 
selected by testing multiple combinations of model specifications and sets of historical data. The 
model selected will be the one which consistently demonstrates the best ability to forecast 
Community’s actual expenditure patterns across multiple sets of historical data. The following 
sections describe the two components of model testing: historical datasets and multiple time series 
model specifications. 

2. Model Testing Historical Datasets  
Multiple historical quarterly PBPM datasets are constructed to match the claims intervals included 
in the Baseline as described above so that the dataset resembles the spending patterns associated 
with the Coronavirus disease 2019. The quarterly PBPMs in these datasets will also be adjusted to 
simulate the Coronavirus disease 2019 and will match the current geography of the Community. 

Datasets are created by selecting a start date at some point in the past, selecting 16 quarters of data 
to fit the model, four quarters of runout, a 4-quarter forecast period. The starting quarter will be 
incremented forward by one quarter and repeated until the forecast period ends in 2019 Q4. The 
table below illustrates how 7 different datasets could be created from data starting in 2014 Q1. In 
this example, the baseline period includes 6 quarters of data before the Coronavirus disease 2019, 2 
quarters of data after the Coronavirus disease 2019 when criteria for the New Normal (See 
Appendix D) has been met, plus 2 quarters for claims runout.  
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Exhibit C.1: Hypothetical Historical Datasets for Trend Model Testing 

 
 
Two adjustments will be applied to the historical data for purposes of trend model testing so that it 
resembles expenditure patterns after the Coronavirus disease 2019. First, a statistical approach 
known as imputation will be used to replace data during the Coronavirus disease 2019 with 
substitute values to allow a forecast across non-consecutive claims intervals. Multiple approaches 
to impute values during the Coronavirus disease 2019 will be tested including Kalman Smoothing, 
linear interpolation, and the exponentially weighted moving average. These periods are noted in 
gray in Exhibit C.1. Second, the Society of Actuaries anticipates that some utilization will be 
permanently “lost” after the Coronavirus disease 2019 as beneficiaries continue to forego some 
services. This is consistent with data made available by the Office of The Assistant Secretary for 
Planning and Evaluation.35 Therefore, historical PBPMs will be adjusted by the ratio of New 
Normal PBPMs to prior year PBPM. Exhibit C.2 depicts how imputation, and the lost utilization 
ratio can be used to adjust fictitious historical data in one dataset.  

 
35  Weekly Medicare FFS Spending - 2020 vs 2019 as of 2020-08-04.pptx 
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Exhibit C.2: Adjustments to PBPM for Model Testing 

 
 
The historical data will include the beneficiaries who lived in the geography of the Community at 
that time, rather than the cohort of beneficiaries that currently live in the Community. Descriptive 
statistics will be used to verify that the beneficiaries included in historical datasets are similar to 
those who currently live in the Community. 

3. Multiple ARIMA Model Specifications 
Models included in the testing process will be primarily different specifications of the Auto-
Regressive Integrated Moving Average (ARIMA) model. ARIMA models estimate a monthly or 
quarterly PBPM at time t as a function of the quarterly PBPM at time t-1 and as a function of the 
moving average of the errors across time, see Equation (C1). In contrast to an Ordinary Least 
Squares (OLS) regression model, the ARIMA model does not require the expected value of the 
mean of the error terms to be zero to produce unbiased results, as is required by OLS. This makes 
the ARIMA model a better choice when forecasting time series spending data, as it is often very 
difficult to satisfy this requirement.  

 (𝐸𝐸𝐸𝐸.𝐶𝐶1) 𝛿𝛿𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑡𝑡 =  𝜀𝜀𝑡𝑡 +  ∑ 𝜑𝜑𝛿𝛿𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑡𝑡−1
𝑝𝑝
𝑖𝑖=1 + ∑ 𝜃𝜃𝑖𝑖

𝑞𝑞
𝑖𝑖=1 𝜀𝜀𝑡𝑡−𝑖𝑖, 

The ARIMA model contains three primary parameters, where:  
p is the number of autoregressive terms and, 
q is the number of moving average terms, 

d is the number of non-seasonal differences needed for stationarity. In this case 𝛿𝛿PBPMt is the 
absolute change in PBPM from time t-1 to t, that is, PBPMt= PBPMt − PBPMt-1  

For an ARIMA model to produce unbiased results, the time series used as inputs must be 
stationary. “Stationary” in this context means that the statistical properties of the data, such as 
mean, variance, and autocorrelation, do not change over time and data does not exhibit a long-term 
upward or downward trend. Because spending data is known to contain a long-term upward trend 
and is non-stationary, the generally accepted actuarial practice is to estimate the model using the 
change between sequential periods of spending as a function of time, δPBPMt.  
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Use of 𝛿𝛿PBPMt instead of PBPMt does not affect the forecast as the statistical software used to 
estimate the model automatically transforms the forecasted PBPM differences back into monthly 
or quarterly values. 

In an ARIMA model, the parameters above can take whole positive numbers starting at zero. 
Equation C1 includes one differencing term, so the parameter d would have the value of 1. The 
parameter p is the number of autoregressive terms which are the lags or differences between 
sequential values in the time series once it has been made stationary. The moving average terms 
are the lags of the forecast errors or the differences between forecasted and actual data used to fit 
the model. This is represented by the parameter q. Model testing includes all combinations of p, d, 
and q with values of 0, 1, or 2. In addition, testing will also include mode specifications with and 
without a constant term, a mean term, and a drift term. 

4. Forecast Evaluation 
The model specifications and historical datasets are used simulate forecasting prior periods and 
compare to actual PBPMs. The metric used to evaluate forecast performance will be the Mean 
Average Percentage Error or MAPE which is the absolute value of the percentage difference 
between a forecast and actual value.  

The model that consistently produces the lowest average MAPE across each iteration for a 
Community will be used to forecast the Community Prospective Benchmark. Testing with 
historical data found that the best performing model varied by Community. Thus, to maximize 
predictive accuracy, the model specification may be different for each Community. In addition, to 
take advantage of more recent data, the model testing described in this appendix will be re-run 
prior to each Performance Year which could allow the model specification to vary over time. The 
same process will also be performed when the Community ARIMA is replaced with the Regional 
ARIMA.  

Exhibit C.3 builds on the example in Exhibit C.2 and illustrates how the forecasted PBPM is 
compared to the adjusted PBPM using the MAPE. 

In addition, ARIMA results were also compared to predictions made by using United States Per 
Capita Cost (USPCC) estimates of expenditure growth and unit price adjustment factors built into 
IPPS/OPPS. ARIMA models demonstrated superior predictive accuracy to both USPCC and 
IPPS/OPPS unit price adjustors. 
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Exhibit C.3: Forecast Evaluation for Model Testing 

 

5. Application of Best Performing Model 
After a time series model specification has been selected using the model testing process described 
above, that model is applied to data from the selected Baseline period as described in Appendix J 
below. As shown in the examples above, the ARIMA model outputs a forecasted or expected 
PBPM and not a percentage trend factor, however, to make the results more understandable 
payment calculations will display a percentage that is calculated as the difference between the 
Baseline or forecasted PBPM.  
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D. New Normal Methods 

The New Normal is the point in time after the Coronavirus disease 2019 when expenditure patterns 
are stable and have returned to predictable levels that reflect usual patterns of health care behavior 
and need. The term New Normal is used because it is anticipated that the ongoing Coronavirus 
disease 2019 will permanently change many aspects of the health care system, including where and 
how health care is delivered and beneficiary preferences in the health care services they seek. The 
Society of Actuaries anticipates that some utilization will be permanently lost as some elective or 
discretionary services are forgone.  

The New Normal will be used to identify the beginning of the Subsequent Baseline which is used 
to calculate the CPA for all Performance Years following the New Normal. CMS will use the same 
process used to develop the CPA from the Subsequent Baseline period as the Initial Baseline for 
Performance Year 2023. 

CMS, in its sole discretion, will use the following metrics to determine when then New Normal 
begins: 1) coefficient of variation test; and 2) ratio of prior expenditures test.  

Coefficient of Variation Test 
In coefficient of variation test, the New Normal will be defined by a time period when the 
coefficient of variation from a three-month time period is similar to the coefficient of variation 
during the equivalent pre-Coronavirus disease 2019 time period. CMS recognizes that this level of 
stability could be observed and then instability be introduced once again. If this occurs, CMS will 
evaluate on a case-by-case basis.  

The coefficient of variation is calculated by dividing the mean Community PBPM expenditures by 
the standard deviation of Community PBPM expenditures calculated over at least a three-month 
time period. The coefficient of variation provides a measure of variation that can be compared to 
across different levels of expenditures. Spending during the Coronavirus disease 2019 may be 
characterized by some combination of trend and month-to-month variation. The coefficient of 
variation can detect both month-to-month variability and in trends in monthly expenditures 
because the standard deviation is higher in both cases. For example, consider the following 
hypothetical example, 

CMS will use the following formula to determine the coefficient of variation:  
(𝐸𝐸𝐸𝐸.𝐷𝐷1 ) 𝐶𝐶𝐶𝐶𝐸𝐸𝐵𝐵𝐵𝐵𝐶𝐶𝐵𝐵𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐶𝐶𝐵𝐵 𝑉𝑉𝑇𝑇𝐸𝐸𝐶𝐶𝑇𝑇𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 = (𝐸𝐸/𝐶𝐶) 

Where, 
X = Standard deviation of Community PBPM, as described in Step 1 above, for the specified 
time period. 
Y = Mean Community PBPM for the specified time period 

CMS will calculate this coefficient of variation on a rolling basis, using monthly Community 
expenditures during a three-month window. CMS will determine that a New Normal has been 
established when the coefficient of variation from the three-month window being tested is similar 
to the pre-Coronavirus disease 2019 coefficient of variation. To determine if the pre-Coronavirus 
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disease 2019 and test period coefficients of variation are similar, CMS will calculate the ratio of 
the coefficient of variation before and after the Coronavirus disease 2019. If the ratio falls between 
.9 and 1.1, this signals stabilization and the beginning of the new normal. If the ratio is outside of 
this range, CMS may decide to continue to wait and continue to test future time periods before 
determining the New Normal. 

For example, CMS could calculate the coefficient of variation for eight three-month time periods 
between January 2018 and December 2019, which is all prior to the Coronavirus disease 2019. 
Then, CMS would calculate a mean coefficient of variation across those periods to determine a 
pre-Coronavirus disease 2019 mean coefficient of variation, as illustrated below. 

Figure D.1: Hypothetical 2018-2019 Coefficient of Variation 

Month Jan-Mar 
2018 

Apr-June 
2018 

Jul-Sep 
2018 

Oct-
Dec 

2018 

Jan-Mar 
2019 

Apr-June 
2019 

Jul-Sep 
2019 

Oct-Dec 
2019 

1 $750 $780 $745 $760 $775 $800 $800 $830 
2 $775 $745 $760 $785 $780 $805 $805 $815 
3 $760 $765 $775 $780 $785 $810 $815 $790 

Standard 
Deviation $12.58 $17.56 $15.00 $13.23 $5.00 $5.00 $7.64 $20.21 

Mean $762 $763 $760 $775 $780 $805 $807 $812 
Coefficient 
of Variation 0.02 0.02 0.02 0.02 0.01 0.01 0.01 0.02 

Mean coefficient of variation, pre-Coronavirus disease 2019 0.015 
 
Next, the coefficient of variation for a three-month test period after the Coronavirus disease 2019 is 
calculated and compared to the pre-Coronavirus disease 2019 mean coefficient of variation.  

Figure D.2: Hypothetical Three-Month Test Period Coefficient of Variation 

Month Mar-
Aug 
2021 

1 $780 

2 $815 

3 $775 

Standard 
Deviation $19.79 

Mean $790 

Coefficient 
of 

variation 0.028 
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The ratio of the pre-Coronavirus disease 2019 and test period coefficients of variation will be used 
to assess if variation in monthly spending has stabilized to levels similar to those before the 
Coronavirus disease 2019. In this hypothetical example, monthly variation in PBPM Expenditures 
is 86% higher than before the Coronavirus disease 2019 (0.028/0.015) indicating that the New 
Normal has not yet begun. 

Figure D.3: Hypothetical Comparison of Pre- and Post-PHE Coefficients of Variation 

Mean coefficient of variation, pre-PHE 0.015 

Coefficient of variation, test period 0.028 

Ratio of test period to pre-PHE 1.86 

 
Ratio of Prior Expenditures Test 

The ratio of prior expenditures test compares Community PBPM expenditures during the same 
month before and after the Coronavirus disease 2019 to test how closely levels of expenditures 
have returned to pre-Coronavirus disease 2019 levels. The PBPM Ratio is calculated by dividing 
the monthly Community PBPM in any year after the Coronavirus disease 2019 by the monthly 
PBPM in same month in 2019 which was before the Coronavirus disease 2019. It can be written 
as, 

(𝐸𝐸𝐸𝐸 𝐷𝐷2) 𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 𝑅𝑅𝑇𝑇𝐶𝐶𝐶𝐶𝐶𝐶 =  𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑦𝑦𝑦𝑦𝑦𝑦𝑦𝑦𝑚𝑚/𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃2019𝑚𝑚 

Where, 
 PBPMyyyym = Community PBPM in year yyyy and month m. 

 PBPM2019m = Community PBPM in 2019 and month m. 

CMS will then evaluate the monthly change in the PBPM Ratio and potentially determine the New 
Normal as the point in time when the PBPM Ratio does not substantially change from month-to-
month. Although the overall rate of health care inflation may change after the Coronavirus disease 
2019, this test is designed to detect when the dip and subsequent recovery in expenditures has 
leveled off. For example, in the table below of hypothetical Community PBPMs, the January and 
February year-over year ratio of expenditures is flat and approximately 1.00. After April 2019, the 
PBPM Ratio increases steadily then eventually stabilizes in mid-2021. 

Figure D.4: Ratio Test using Hypothetical Community PBPMs 
Pre-Coronavirus disease 2019  Post-Coronavirus disease 2019 

Month Community 
PBPM 

 Month Community 
PBPM 

 PBPM 
Ratio 

PBPM 
Ratio 

Change 
1/1/2019 $448.65 

 
1/1/2020 $449.05 

 
1.001 

 

2/1/2019 $449.10 
 

2/1/2020 $450.75 
 

1.004 0.3% 
3/1/2019 $450.25 

 
3/1/2020 $315.18 

 
0.700 -30.3% 

4/1/2019 $452.61 
 

4/1/2020 $271.57 
 

0.600 -14.3% 
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Pre-Coronavirus disease 2019  Post-Coronavirus disease 2019 

Month Community 
PBPM 

 Month Community 
PBPM 

 PBPM 
Ratio 

PBPM 
Ratio 

Change 
5/1/2019 $453.25 

 
5/1/2020 $328.15 

 
0.724 20.7% 

6/1/2019 $454.25 
 

6/1/2020 $370.21 
 

0.815 12.6% 
7/1/2019 $455.91 

 
7/1/2020 $373.84 

 
0.820 0.6% 

8/1/2019 $456.95 
 

8/1/2020 $383.84 
 

0.840 2.4% 
9/1/2019 $457.80 

 
9/1/2020 $398.29 

 
0.870 3.6% 

10/1/2019 $454.56 
 

10/1/2020 $404.56 
 

0.890 2.3% 
11/1/2019 $456.75 

 
11/1/2020 $420.21 

 
0.920 3.4% 

12/1/2019 $457.23 
 

12/1/2020 $434.37 
 

0.950 3.3%    
1/1/2021 $430.70 

 
0.960 1.1%    

2/1/2021 $435.63 
 

0.970 1.0%    
3/1/2021 $438.99 

 
0.975 0.5%    

4/1/2021 $439.04 
 

0.970 -0.5%    
5/1/2021 $444.19 

 
0.980 1.0%    

6/1/2021 $449.71 
 

0.990 1.0% 
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E. Potentially Avoidable Utilization (PAU) 

Eligible claims are identified as potentially avoidable if they satisfy numerator requirements for 
one of the three measures below. CMS will use the most recently available measure specifications 
for each measure that are available prior to July 2022. The measure specifications will remain the 
same over the duration of the model to ensure that measure results are comparable over time, 
unless there is compelling reason to update. The decision to update to a new version of 
specifications will be at the discretion of CMS. 

1. Avoidable Emergency Department (ED) utilization  
The New York University (NYU) Avoidable ED measure36 uses the primary diagnosis to assign 
each ED visit a probability of the following categories: 

 Non-emergent: Cases where immediate medical care was not required within 12 hours. 
 Emergent/primary care treatable: Cases where treatment was required within 12 hours, 

but adequate care could have been provided in primary care setting. 
 Emergent – ED care needed – preventable / avoidable: Cases where ED care was 

required at the time presented, but the visit could have been prevented if the patient had 
access to effective ambulatory care. 

 Emergent – ED care needed – not preventable / avoidable: Cases where ED care was 
required, and the visit could not have been prevented by access to ambulatory care.  

 Other: Alcohol, drug, psychiatry, and injury related ED visits, as well as unclassified 
visits. 

For the purpose of the PAU Adjustment described above, the first three categories of ED visits are 
considered avoidable.  

2. Ambulatory Care Sensitive Hospitalizations 
The Agency for Healthcare Research and Quality (AHRQ) publishes Prevention Quality Indicator 
(PQI) measures37 that identify admissions that might have been avoided through better access to 
care. PQI-90 includes the following set of measures,  

 PQI #1 Diabetes Short-Term Complications Admission Rate 
 PQI #3 Diabetes Long-Term Complications Admission Rate 
 PQI #5 Chronic Obstructive Pulmonary Disease (COPD) or Asthma in Older Adults 

Admission Rate 
 PQI #7 Hypertension Admission Rate 
 PQI #8 Heart Failure Admission Rate 
 PQI#11 Community-Acquired Pneumonia Admission Rate 

 
36  Faculty and Research. (n.d.). NYU Wagner School of Public Service. Retrieved April 1, 2021, from 

https://wagner.nyu.edu/faculty/billings/nyued-background  
37  Prevention Quality Indicators and Overview. (n.d.). Agency for Healthcare and Research. Retrieved April 1, 2021, from 

https://www.qualityindicators.ahrq.gov/Modules/pqi_resources.aspx  

https://wagner.nyu.edu/faculty/billings/nyued-background
https://www.qualityindicators.ahrq.gov/Modules/pqi_resources.aspx


 2021 CHART Financial Specs 

  83 

 PQI #12 Urinary Tract Infection Admission Rate 
 PQI #14 Uncontrolled Diabetes Admission Rate 
 PQI #15 Asthma in Younger Adults Admission Rate 
 PQI #16 Lower-Extremity Amputation among Patients with Diabetes Rate  

3. Readmissions  
National Committee for Quality Assurance’s (NCQA) Healthcare Effectiveness Data and 
Information Set® (HEDIS)’s Plan All-Cause Readmissions (PCR) measure38 is used to identify 
PAU opportunities in readmission. PCR excludes readmissions related to pregnancy and perinatal 
conditions, organ transplants, rehabilitation, chemotherapy, and other planned procedures.  

  

 
38  Plan All-Cause Readmissions (PCR). (n.d.). NCQA. Retrieved April 1, 2021, from  

https://www.ncqa.org/hedis/measures/plan-all-cause-readmissions/  

https://www.ncqa.org/hedis/measures/plan-all-cause-readmissions/
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F. Guardrails 

Given the Coronavirus disease 2019 and the uncertainty of the health care market moving forward, 
CMS is instituting a guardrail that is intended to protect CHART Communities against 
circumstances that are outside of their control. CMS envisions the guardrail will be initiated on an 
ad-hoc basis when variation between actual expenditures (Community PBPM Expenditures during 
the Performance Year, see Section II, Step 1) and projected expenditures (Mid-Year or Final 
Forecasted Community PBPM, see Section III.A.1) is outside of normal Community-specific 
variation. CMS will calculate actual and projected expenditures from historical data to establish 
normal Community-specific ranges of variation. For example, if actual expenditures in a 
Community typically vary from projected expenditures by 3% to 5%, then the guardrail threshold 
could be set at a level outside of that range. CMS at its sole discretion will determine appropriate 
guardrail thresholds by reviewing historical variation between actual and projected expenditures. If 
the guardrail threshold is exceeded, CMS at its sole discretion may initiate a review and apply the 
adjustments described below.  

 Regional comparison:  
In order to understand whether the observed variation is common across similar 
communities, CMS will perform a regional comparison. Comparison communities with 
similar characteristics will be identified and used to understand whether the variation was 
isolated to the CHART Community or observed more broadly across similar 
communities. Comparison community identification will use propensity score matching 
to identify hospitals and beneficiaries that have similar characteristics, such as geography, 
demographics, workforce, rural status, hospital discharges, comorbidities, and special 
designation status (e.g., Critical Access Hospital, Sole Community Hospital, etc.). To 
create a comparison community, CMS may also leverage an algorithm to identify each 
hospital’s service area, then combine adjacent service areas into a single comparison 
community. 
The regional comparison will also assist in providing a benchmark for reasonable 
variation and determining appropriate rate adjustments in response to the observed 
variation.  

 Rate adjustments:  
In general, when the variance between actual and expected expenditures in the CHART 
Communities and comparison regions is in the same direction (e.g., decreases seen during 
the Coronavirus disease 2019), the adjustment will be based on the area with less 
variance. For example, if the CHART Community experienced a 12% increase in actual 
expenditures relative to expected expenditures and the comparison communities’ increase 
in actual expenditures was 11%, CMS would apply an 11% upward adjustment to the 
Participant Hospitals’ CPAs. Alternatively, if the CHART Community experienced a 
13% increase in actual expenditures relative to expected expenditures and the comparison 
communities’ increase was 15%, CMS would apply a 13% upward adjustment to the 
Participant Hospitals’ CPA. The guardrail policy operates in both directions. If the 
CHART Community experienced a decrease in actual expenditures beyond what was 
expected, CPAs would be decreased by the change observed in the comparison 



 2021 CHART Financial Specs 

  85 

community. When the variance between Participant Hospitals and the region are in 
different directions, CMS will address this on a case-by-case basis. 
Variance between actual and expected expenditures for the comparison communities will 
be assessed in the same manner as for participating Communities. That is, CMS will 
estimate Community-specific trend using a time series model for comparison 
communities then calculate the difference between forecasted or expected expenditures 
and actual expenditures as measured using FFS claims. 

 Timing and operational considerations:  
Given the unique financial circumstances of anticipated Participant Hospitals and the 
model’s expressed desire to support these hospitals, the strategy above will be subject to 
timing and operational considerations that are illustrated in the examples below:  

 If Expenditures Increase Past the Guardrail Threshold (e.g., result of a bad 
flu season) 

If expenditures increase beyond the guardrail (e.g., volatile flu season), the 
assumption is that Participant Hospitals may need short-term increases in funding to 
address extraordinary circumstances and avoid a financial shortfall. In time-sensitive 
circumstances, CMS may consider adjustments outside of the established adjustment 
periods (e.g., Mid-Year and End-of-Year). At minimum, the following must occur 
prior to CMS possibly making an adjustment for an extraordinary circumstance prior 
to determining whether and how to adjust payments:  
 The Community’s Total Community Expenditures must surpass the guardrail 

threshold. 
 The Lead Organization and each Participant Hospital submit a written request 

for a CPA increase to CMS with justification, and CMS reviews and approves 
such a request. 

 If Expenditures Decrease Past the Guardrail Threshold (e.g., as a result of a 
general Public Health Emergency) 

Unlike with volatile expenditure increases that exceed the guardrail threshold, with 
volatile decreases in expenditures, the timing of CPA adjustments is not as urgent 
given that CPAs would allow Participant Hospitals to have adequate funding to deal 
with public health emergencies given reductions in health care utilization. In this 
case, CMS may wait until volatility normalizes to determine whether reconciliation is 
necessary and appropriate. 
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G. Table of Adjustments  

This section lists IPPS and OPPS payment adjustments, a brief description, how each payment is 
applied in the CPA.  

CPA Adjustment Methods 
There are two methods for including or excluding adjustments used in the CPA: 

Inclusion/Exclusion 
Method Description 

1 

Exclude from CPA. If payment is included on claims submitted by Participant 
Hospitals for residents of the Community (See Section II, Step 1), remove from 
Baseline and CPA, and have hospitals continue to receive the item as usually paid. 
If not included in claims payment, removing from the Baseline and CPA is not 
necessary; payment will occur through existing mechanisms.  The following 
adjustments are handled in this manner, 
 New Technology Adjustment 
 Bad debt 
 Direct Graduate Medical Education (DGME) 
 Nurse and allied health education (NAHE) 
 Organ acquisition costs 

2 

Create a CHART-specific adjustment factor by removing from the Baseline 
calculation and add back into the CPA by multiplying the CPA by a ratio for each 
hospital. This approach produces an adjustment to the CPA that is similar to FFS in 
magnitude but is not identical because it is not tied to volume of claims submitted.  
The following adjustments are handled in this manner, 
 Disproportionate Share Hospital (DSH) 
 Indirect Medical Education (IME), operating and capital 
 Low Volume Adjustment 
 Outlier Adjustment 
 Uncompensated Care (UCC) 
 Hospital-Acquired Condition Reduction Program (HACRP) 
 Hospital Readmissions Reduction Program (HRRP) 
 Medicare Hospital Inpatient Quality Reporting (IQR) 
 Medicare Hospital Outpatient Quality Reporting (OQR) 
 Value-Based purchasing (VBP) 
 Critical Access Hospital (CAH) 
 Medicare-Dependent Hospital (MDH) 
 Rural Referral Center (RRC) 
 Sole Community Hospital (SCH) 
 Sequestration 
 Wage Index 
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CPA Adjustment Descriptions 

The following table provides additional detail for each payment adjustment. The list below only 
includes adjustments relevant to applicable facility claims (see Section II, Step 4). 

Adjustment Description Inclusion/Exclusion Method 
(see previous table) 

Claims-based adjustment; included in paid amount on FFS claims 

Disproportionate Share 
Hospital (DSH) 

Additional payments, as a percentage 
add on payment applied to the DRG-
adjusted base payment rate, are 
provided to hospitals serving a 
disproportionate share of low-income 
patients or providing a 
disproportionate share of 
uncompensated care. Hospitals must 
be designated Disproportionate Share 
Hospitals (DSH) to receive this 
adjustment. Note that Hospitals 
receive estimated prorated DSH 
payments throughout the year to 
smooth out cash flow. These 
payments are eventually reconciled 
to reflect actual payment year 
experience when that data becomes 
available.39,40  
Included in cost report. 

Method 2 - The distribution of 
DSH payments among a 
Community’s Participant 
Hospitals is unlikely to match 
the hospital’s share of total 
Medicare payments so an 
adjustment is necessary. A 
DSH adjustment based on a 
ratio of DSH payments at 
baseline avoids penalizing 
Participant Hospitals for 
reducing avoidable utilization 
among low-income patients.  

Indirect Medical Education 
(IME), operating and capital 

Medicare IPPS hospitals that have 
licensed medical staff that are 
enrolled in an approved graduate 
medical education (GME) program 
receive an additional payment, 
known as the indirect medical 
education (IME) adjustment, to 
reflect the higher patient care costs of 
teaching hospitals relative to non-
teaching hospitals. The hospital 
receives a percentage add-on 
payment. This percentage varies and 
is calculated using a hospital's ratio of 
staff enrolled in GME to beds and a 
multiplier, which is set by Congress.41  
Included in cost report. 

Method 2 – rationale is the 
same for DSH above.  

 
39  Lewin Group, Development of Maryland Acute Hospital Medicare Prospective Payment System Rate Factors for Maryland, August 2020 
40  https://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/Downloads/clm104c03.pdf 
41  Lewin Group, Development of Maryland Acute Hospital Medicare Prospective Payment System Rate Factors for Maryland, August 2020 

https://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/Downloads/clm104c03.pdf
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Adjustment Description Inclusion/Exclusion Method 
(see previous table) 

Low Volume Adjustment 

CMS provides an additional payment 
to a qualifying hospital for the higher 
incremental costs associated with a 
low volume of discharges.42 

Method 2 - Medicare FFS Low 
Volume criteria has changed 
over time and depends on the 
total number of discharges, 
which may change over time. 
Adjustment is applied to the 
CPA to ensure consistency 
with Medicare FFS.  

New Technology Adjustment 

Technologies eligible for add-on 
payments (NTAP) are identified based 
on the applicable codes 
from the International Classification 
of Diseases, Clinical Modification. 
Claims submitted with an ICD 
procedure code indicating that a new 
technology was involved in the 
treatment of the patient is then 
eligible for add-on payments. 
Additionally, value code 77 is defined 
as “New Technology Add-On 
Payment.”43 

Method 1-NTAPs are available 
for a limited time and are, by 
definition, specific to certain 
services.  

Outlier Adjustment 

In Medicare FFS, in some cases, 
individual payments on claims are 
adjusted for the excess costs related 
to a specific patient’s condition (so 
called “outlier” costs). This additional 
payment known as an “Outlier” is 
designed to protect the hospital from 
large financial losses due to unusually 
expensive cases. Any outlier payment 
due is added to the IPPS/OPPS 
payment rate.44  

No separate adjustment for in 
IPPS/OPPS, outlier payment 
amounts which are calculated 
on a per-claim basis. In the 
CHART CPA, outliers are 
beneficiaries who exceed the 
99th percentile of expenditures 
which is independent of any 
IPPS/OPPS outlier adjustment.  

 
42  https://www.govinfo.gov/content/pkg/CFR-2010-title42-vol2/pdf/CFR-2010-title42-vol2-sec412-101.pdf 
43  https://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/Downloads/clm104c03.pdf 
44  Ibid 

https://www.govinfo.gov/content/pkg/CFR-2010-title42-vol2/pdf/CFR-2010-title42-vol2-sec412-101.pdf
https://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/Downloads/clm104c03.pdf
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Adjustment Description Inclusion/Exclusion Method 
(see previous table) 

Uncompensated Care (UCC) 

DSH hospitals are also eligible to 
receive a new additional payment for 
Uncompensated Care (UCC) that is a 
pro rata share of dollars in a UC pool. 
This pool is distributed to qualifying 
hospitals in proportion to their share 
of bed days attributed to low-income, 
uninsured patients, (i.e., the 
hospital’s Medicaid and Medicare SSI 
days divided by the total Medicaid 
and Medicare SSI days for the nation 
as a whole).45 
Included in cost report. 

Method 2 - The distribution of 
uncompensated care 
payments among a 
Community’s Participant 
Hospitals may vary over time 
and across hospitals. 
Adjustment to the CPA avoids 
penalizing Participant 
Hospitals for changes in 
services provided to low-
income patients.  

Quality 

Hospital-Acquired Condition 
Reduction Program (HACRP) 

Quality adjustment for “poor quality 
care,” measured as the frequency of 
Hospital-Acquired Condition 
Reduction Program (HACRP). 
Hospitals ranked in the lowest-
performing quartile (highest 
frequency of hospital-acquired 
conditions) among all hospitals 
nationwide are subject to a 1-percent 
reduction in payment rates. This 1-
percent HACRP reduction adjustment 
is expressed as a 0.99 factor that is 
applied to the hospital’s payment 
rate after adjustments are made 
under the hospital VBP program and 
the Hospital Readmissions Reduction 
Program (HRRP). Hospitals that rank 
above the lowest quartile are 
assigned a HACRP payment factor of 
1.0 to be applied to their payment 
rates.46  

Method 2 – See Section II, 
Step 5.1 

 
45  Lewin Group, Development of Maryland Acute Hospital Medicare Prospective Payment System Rate Factors for Maryland, August 2020 
46  Ibid. 
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Adjustment Description Inclusion/Exclusion Method 
(see previous table) 

Hospital Readmissions 
Reduction Program (HRRP) 

Quality adjustment for IPPS hospitals 
with excess readmissions above a 
hospital’s “expected readmission 
rate.” The reduction is based on the 
dollar value of each hospital’s 
percentage of potentially preventable 
Medicare readmissions for specific 
designated conditions. The penalty is 
collected from the hospitals through 
a percentage reduction in their base 
Medicare inpatient claims payments, 
up to a cap of 3 percent47 

Method 2 – See Section II, 
Step 5.1 

Medicare Hospital Inpatient 
Quality Reporting (IQR) 

Quality adjustment for IPPS hospitals 
that do, or do not, successfully report 
designated quality measures. Data 
collected under IQR informs HAC, 
HRRP, and VBP.48 

Method 2 – See Section II, 
Step 5.1 

Medicare Hospital 
Outpatient Quality 
Reporting (OQR) 

Hospital OQR is a pay for quality data 
reporting program, which provides a 
quality adjustment to OPPS payments 
for hospitals that do, or do not, meet 
administrative, data collection and 
submission, validation, and 
publication requirements.49 

Method 2 – See Section II, 
Step 5.1 

Value-Based Purchasing 
(VBP) Program 

Quality adjustment based on whether 
the hospital meets specific quality 
and efficiency standards defined for 
each Federal Fiscal Year. The amount 
is published in the IPPS Final Rule.50 

Method 2 – See Section II, 
Step 5.1 

 
47  Lewin Group, Development of Maryland Acute Hospital Medicare Prospective Payment System Rate Factors for Maryland, August 2020 
48  https://www.cms.gov/Medicare/Quality-Initiatives-Patient-Assessment-Instruments/HospitalQualityInits/HospitalRHQDAPU 
49 https://www.cms.gov/Medicare/Quality-Initiatives-Patient-Assessment-

Instruments/HospitalQualityInits/HospitalOutpatientQualityReportingProgram 
50  Lewin Group, Development of Maryland Acute Hospital Medicare Prospective Payment System Rate Factors for Maryland, August 2020 

https://www.cms.gov/Medicare/Quality-Initiatives-Patient-Assessment-Instruments/HospitalQualityInits/HospitalRHQDAPU
https://www.cms.gov/Medicare/Quality-Initiatives-Patient-Assessment-Instruments/HospitalQualityInits/HospitalOutpatientQualityReportingProgram
https://www.cms.gov/Medicare/Quality-Initiatives-Patient-Assessment-Instruments/HospitalQualityInits/HospitalOutpatientQualityReportingProgram
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Adjustment Description Inclusion/Exclusion Method 
(see previous table) 

Pass-through payments 

Bad debt 

Bad debts are amounts considered to 
be uncollectible from accounts and 
notes receivable that were created or 
acquired in providing services. 
‘‘Accounts receivable’’ and ‘‘notes 
receivable’’ are designations for 
claims arising from the furnishing of 
services and are collectible in money 
in the relatively near future. Meaning, 
bad debts are for services the hospital 
expected to be paid (as opposed to 
DSH or UCC). 
Acute Care Hospitals are reimbursed 
for 70 percent of bad debts resulting 
from Medicare deductible and 
coinsurance amounts which are 
uncollectible from Medicare 
beneficiaries after a reasonable effort 
has been made to collect the unpaid 
amounts.51,52 

In determining reasonable costs for 
hospitals, the amount of allowable 
bad debt…is reduced…by 35 
percent.53 

Pass through payments for bad debt 
reported on cost report form S-10, 
are not included in claims 

Method 1 – In Medicare FFS, 
pass though payments are 
made by the MAC outside of 
the claims processing systems. 
Adding bad debt to the CPA 
adds complexity to the CPA 
calculation and are unrelated 
to the CHART model.  

 
51  https://www.govinfo.gov/content/pkg/CFR-2019-title42-vol2/pdf/CFR-2019-title42-vol2-sec413-89.pdf 
52  https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/Downloads/R8P211.pdf 
53  https://www.govinfo.gov/content/pkg/CFR-2019-title42-vol2/pdf/CFR-2019-title42-vol2-sec413-89.pdf 

https://www.govinfo.gov/content/pkg/CFR-2019-title42-vol2/pdf/CFR-2019-title42-vol2-sec413-89.pdf
https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/Downloads/R8P211.pdf
https://www.govinfo.gov/content/pkg/CFR-2019-title42-vol2/pdf/CFR-2019-title42-vol2-sec413-89.pdf
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Adjustment Description Inclusion/Exclusion Method 
(see previous table) 

Direct Graduate Medical 
Education (DGME) 

Payments to hospitals for the costs of 
approved graduate medical education 
(GME) programs. The methodology 
includes a hospital-specific, base-
period per resident amount (PRA) 
that is calculated by dividing a 
hospital's allowable costs of GME for 
a base period by its number of 
residents in the base period. 
Medicare direct GME payments are 
calculated by multiplying the PRA 
times the weighted number of full-
time equivalent (FTE) residents 
working in all areas of the hospital 
(and non-hospital sites, when 
applicable), and the hospital's 
Medicare share of total inpatient 
days.54 In contrast to IME, teaching 
hospitals’ Medicare DGME costs are 
excluded from the inpatient 
prospective payment systems and 
continue to be paid separately.55  

Method 1 – same rationale as 
bad debt. 

Nurse and allied health 
education (NAHE) 

Payments to hospitals for the costs of 
nursing and allied health education 
activities. 
Payment for a provider’s net cost of 
nursing and allied health education 
activities is determined on a 
reasonable cost basis, subject to the 
certain conditions and limitations. 56 

Method 1 – same rationale as 
bad debt. 

 
54  https://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/AcuteInpatientPPS/DGME 
55  http://www.medpac.gov/docs/default-source/default-document-library/jun21_ch6_medpac_report_to_congress_sec.pdf?sfvrsn=0 
56  https://www.govinfo.gov/content/pkg/CFR-2016-title42-vol2/pdf/CFR-2016-title42-vol2-sec413-85.pdf 

https://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/AcuteInpatientPPS/DGME
http://www.medpac.gov/docs/default-source/default-document-library/jun21_ch6_medpac_report_to_congress_sec.pdf?sfvrsn=0
https://www.govinfo.gov/content/pkg/CFR-2016-title42-vol2/pdf/CFR-2016-title42-vol2-sec413-85.pdf
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Adjustment Description Inclusion/Exclusion Method 
(see previous table) 

Organ acquisition costs 

There are two payment components 
for organ transplantation. Approved 
transplant centers are paid a PPS rate 
based on a MS-DRG for the actual 
organ transplant and they are also 
reimbursed for the reasonable and 
necessary costs associated with 
acquiring the organ (that is, organ 
acquisition costs). Organ acquisition 
costs for heart, kidney, liver, lung, 
pancreas, and intestinal/multi-
visceral transplantations incurred by 
approved transplant centers are 
treated as an adjustment (pass 
through payment) to the hospital's 
IPPS payment.57 

Method 1 – same rationale as 
bad debt. 

Special payment system 

Critical Access Hospital (CAH) 
CAHs are paid for most inpatient and 
outpatient services to patients at 101 
percent of reasonable costs. 

Method 2 – See Section II, 
Step 5.2 
 

Medicare-Dependent 
Hospital (MDH) 

Medicare Dependent Hospitals 
(MDHs) can get operating payments 
based on the higher of the Federal 
rate or the Federal rate plus 75% of 
the difference between the Federal 
rate and the hospital-specific rate. An 
MDH’s capital payments are solely 
based on the capital base rate. MDHs 
may also qualify for a payment 
adjustment if the hospital 
experiences a significant volume 
decrease. 58 

Method 2 – See Section II, 
Step 5.2 

 
57  https://www.cms.gov/Outreach-and-Education/Medicare-Learning-Network-MLN/MLNMattersArticles/Downloads/MM11087.pdf 
58  https://www.cms.gov/Outreach-and-Education/Medicare-Learning-Network-

MLN/MLNProducts/Downloads/AcutePaymtSysfctsht.pdf#page=11 

https://www.cms.gov/Outreach-and-Education/Medicare-Learning-Network-MLN/MLNMattersArticles/Downloads/MM11087.pdf
https://www.cms.gov/Outreach-and-Education/Medicare-Learning-Network-MLN/MLNProducts/Downloads/AcutePaymtSysfctsht.pdf#page=11
https://www.cms.gov/Outreach-and-Education/Medicare-Learning-Network-MLN/MLNProducts/Downloads/AcutePaymtSysfctsht.pdf#page=11
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Adjustment Description Inclusion/Exclusion Method 
(see previous table) 

Rural Emergency Hospital 
(REH) 

New Medicare provider type effective 
01/01/23. CAHs can voluntarily 
convert to an emergency hospital 
that does not maintain inpatient 
beds. REHs will receive the same 
Medicare payment rates as other EDs 
paid under OPPS, plus an additional 
payment to assist with capital costs.59 
Note that methodology may be 
updated depending on final 
IPPS/OPPS rule. 

Method 2 – See Section II, 
Step 5.2  

Rural Referral Center (RRC) 
Program 

Supports high-volume rural hospitals. 
The adjustment allowed for approved 
RRCs is that they are paid based upon 
the urban, rather than rural, 
prospective payment rates as 
adjusted by the applicable DRG 
weighting factor and the rural area 
index. 60,61 

Method 2 – See Section II, 
Step 5.2 

Sole Community Hospital 
(SCH) 

Sole Community Hospitals (SCHs) can 
get operating payments based on the 
higher of their hospital-specific 
payment rate or the Federal rate, 
while capital payments are solely 
based on the capital base rate (like all 
other IPPS hospitals).  

Method 2 – See Section II, 
Step 5.2 

 
59  https://www.hhs.gov/sites/default/files/fy-2021-budget-in-brief.pdf 
60  https://www.cms.gov/Outreach-and-Education/Medicare-Learning-Network-

MLN/MLNProducts/Downloads/AcutePaymtSysfctsht.pdf#page=11 
61  https://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/Downloads/clm104c03.pdf 

https://www.hhs.gov/sites/default/files/fy-2021-budget-in-brief.pdf
https://www.cms.gov/Outreach-and-Education/Medicare-Learning-Network-MLN/MLNProducts/Downloads/AcutePaymtSysfctsht.pdf#page=11
https://www.cms.gov/Outreach-and-Education/Medicare-Learning-Network-MLN/MLNProducts/Downloads/AcutePaymtSysfctsht.pdf#page=11
https://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/Downloads/clm104c03.pdf
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Adjustment Description Inclusion/Exclusion Method 
(see previous table) 

Other 

Cost-to-charge ratios (CCRs); 
operating and capital 

Medicare’s portion of hospital costs is 
determined using hospital specific 
cost-to-charge ratios (CCRs) for both 
operating and capital costs; IPPS and 
OPPS62 

Not applicable - Included for 
reference, though no CHART-
specific inclusion/exclusion 
policy decision required. CCR 
is not a distinct payment or 
adjustment factor, rather it is 
used to determine other 
adjustments like the outlier 
adjustment. Therefore, 
developing a separate policy 
for CCRs is not needed. 

Medicare Secondary Payer 
(MSP) 

When another entity is responsible 
for paying a claim before Medicare63 

Method 1 – Beneficiaries are 
only included in the CHART 
model if Medicare is the 
primary payer so any 
payments for services 
rendered to MSP beneficiaries 
are excluded. 

Promoting Interoperability 
Programs (aka EHR Incentive 
Program) 

Incentive program; reconciled on Cost 
Report64 

Method 1 – Same rationale as 
bad debt. Included for 
reference, though no CHART-
specific inclusion/exclusion 
policy decision required. This 
will continue to be settled 
through the cost report as 
usual. 

 
62  Lewin Group, Development of Maryland Acute Hospital Medicare Prospective Payment System Rate Factors for Maryland, August 2020 
63  https://www.cms.gov/Medicare/Coordination-of-Benefits-and-Recovery/Coordination-of-Benefits-and-Recovery-Overview/Medicare-

Secondary-Payer/Medicare-Secondary-Payer 
64  https://www.cms.gov/Regulations-and-Guidance/Legislation/EHRIncentivePrograms 

https://www.cms.gov/Medicare/Coordination-of-Benefits-and-Recovery/Coordination-of-Benefits-and-Recovery-Overview/Medicare-Secondary-Payer/Medicare-Secondary-Payer
https://www.cms.gov/Medicare/Coordination-of-Benefits-and-Recovery/Coordination-of-Benefits-and-Recovery-Overview/Medicare-Secondary-Payer/Medicare-Secondary-Payer
https://www.cms.gov/Regulations-and-Guidance/Legislation/EHRIncentivePrograms
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Adjustment Description Inclusion/Exclusion Method 
(see previous table) 

Sequestration 

Medicare FFS claims with dates of 
service or dates of discharge on or 
after April 1, 2013, will incur a 2% 
reduction in Medicare payment. 65 
Note: Section 3709 of the Coronavirus 
Aid, Relief, and Economic Security 
(CARES) Act temporarily suspends the 
2% payment adjustment currently 
applied to all Medicare Fee-For-
Service claims due to sequestration. 
The suspension is effective for claims 
with dates of service from May 1 
through December 31, 2020. The 
Consolidated Appropriations Act 2021 
signed into law on December 27, 
extends the suspension period to 
March 31, 2021.66  Sequestration will 
be reinstated after this date and the 
2% payment reduction will resume 
July 1, 2022, and will therefore be 
applicable during Performance Year 
1. 

Method 2 – Suspension of 
sequestration during the 
Baseline, followed by 
reinstatement of suspension 
during the Performance Year 
would make data from each 
time period less comparable. 
Adjustment to the Baseline 
will ensure Performance Year 
CPAs are aligned with 
IPPS/OPPS policy at that time. 

Wage index 

As part of the methodology for 
determining IPPS payments to 
hospitals, CMS adjusts the 
standardized amounts for geographic 
differences in cost of labor for 
hospitals in different labor markets by 
a factor reflecting the relative 
hospital wage level in the market 
compared to the national average 
hospital wage level.67  

Method 2 – The wage index 
for CHART hospitals needs to 
reflect policy changes 
implemented for other 
hospitals, e.g., to ensure low-
wage hospitals have the same 
incentives for raising wages.68  

 

CPA Adjustment Calculation Detail 
The following section provides additional detail regarding how adjustments to Total Community 
Expenditures and CPA are calculated. 

 
65  https://www.cms.gov/outreach-and-education/outreach/ffsprovpartprog/downloads/2013-03-08-standalone.pdf 
66  https://www.cms.gov/files/document/2020-12-28-mlnc-se.pdf 
67  Lewin Group, Development of Maryland Acute Hospital Medicare Prospective Payment System Rate Factors for Maryland, August 2020 
68  https://www.federalregister.gov/documents/2021/05/10/2021-08888/medicare-program-hospital-inpatient-prospective-payment-systems-for-

acute-care-hospitals-and-the 

https://www.cms.gov/outreach-and-education/outreach/ffsprovpartprog/downloads/2013-03-08-standalone.pdf
https://www.cms.gov/files/document/2020-12-28-mlnc-se.pdf
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Wage Index Adjustment 
Adjustment to the paid amount on claims for Eligible Hospital Services during the Baseline for 
wage index change is performed by first calculating a wage index adjustment amount for each 
claim that normalizes the paid amounts to the Community wide average wage index rather than the 
hospital-specific wage index. The CPA is then adjusted by the difference between the wage index 
applicable during the Performance Year and the community-wide average wage index applied to 
Baseline claims.  

Wage index adjustment is applicable between the Baseline and Performance Year as well as from 
one Performance Year to the next. For simplicity, the text below demonstrates the adjustment 
between the Baseline and Performance Year. Adjustment to the paid amount during the Baseline 
occurs in two steps, 

Step 1: Calculate the Community Weighted Wage Index as, 

(𝐸𝐸𝐸𝐸.𝐺𝐺1) 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑊𝑊𝐸𝐸𝐶𝐶𝐷𝐷ℎ𝐶𝐶𝐸𝐸𝐸𝐸 𝑊𝑊𝑇𝑇𝐷𝐷𝐸𝐸 𝐼𝐼𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸 = �𝐻𝐻𝐶𝐶𝐸𝐸𝐸𝐸𝐶𝐶𝐶𝐶𝑇𝑇𝑇𝑇 𝑆𝑆𝐸𝐸𝐸𝐸𝐵𝐵𝐶𝐶𝐵𝐵𝐶𝐶𝐵𝐵 𝑊𝑊𝑇𝑇𝐷𝐷𝐸𝐸 𝐼𝐼𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸 ∗𝑊𝑊
𝑡𝑡

𝑛𝑛=1

  

Where, 
Hospital Specific Wage Index = Hospital-specific wage index applicable to claims during the 
Baseline. 

 W = Weight for paid amount applicable to wage index for each claim which is calculated as, 

(𝐸𝐸𝐸𝐸.𝐺𝐺2) 𝑊𝑊 = 𝐴𝐴𝐸𝐸𝐸𝐸𝑇𝑇𝐶𝐶𝐵𝐵𝑇𝑇𝐷𝐷𝑇𝑇𝐸𝐸 𝑃𝑃𝑇𝑇𝐶𝐶𝐸𝐸 𝐴𝐴𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 /  �𝐴𝐴𝐸𝐸𝐸𝐸𝑇𝑇𝐶𝐶𝐵𝐵𝑇𝑇𝐷𝐷𝑇𝑇𝐸𝐸 𝑃𝑃𝑇𝑇𝐶𝐶𝐸𝐸 𝐴𝐴𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶
𝑡𝑡

𝑛𝑛=1

 

Applicable Paid Amount = Portion of Medicare FFS paid amount that is applicable to the 
wage index. In IPPS, for hospitals with a wage index less than or equal to 1, the wage index is 
multiplied by 62% of the Operating Base Rate. 

t = total number of claims for Eligible Hospital Services for Aligned Residents of the 
Community. 

Step 2: Calculate what would have been paid on each claim if the community wide average wage 
index was used instead of the hospital-specific wage index. This is calculated as 

(𝐸𝐸𝐸𝐸.𝐺𝐺3) 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑊𝑊𝑇𝑇𝐷𝐷𝐸𝐸 𝐼𝐼𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸 𝐴𝐴𝐸𝐸𝐴𝐴𝐶𝐶𝐸𝐸𝐶𝐶𝐸𝐸𝐸𝐸 𝑃𝑃𝑇𝑇𝐶𝐶𝐸𝐸
= 𝑊𝑊𝑇𝑇𝐷𝐷𝐸𝐸 𝐼𝐼𝐶𝐶𝐸𝐸𝐸𝐸𝐸𝐸 𝐷𝐷𝐶𝐶𝐵𝐵𝐵𝐵𝐸𝐸𝐸𝐸𝐸𝐸𝐶𝐶𝐵𝐵𝐸𝐸 ∗ 𝐴𝐴𝐸𝐸𝐸𝐸𝑇𝑇𝐶𝐶𝐵𝐵𝑇𝑇𝐷𝐷𝑇𝑇𝐸𝐸 𝑃𝑃𝑇𝑇𝐶𝐶𝐸𝐸 𝐴𝐴𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 

Where, 
Wage Index Difference = Community Weighted Wage Index – Hospital-Specific Wage 
Index. 

The Community Wage Index Paid is then further adjusted by removing IPPS/OPPS and quality 
adjustment factors.  
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IPPS-OPPS Payment Adjustment Factor Calculation 
Many CMS payment programs do not calculate a specific factor that can be readily applied to a 
hospital’s Base CPA. For example, the IME adjustment factor is calculated using a hospital's 
ratio of residents to beds, which is represented as r, and a multiplier, which is represented as c, in 
the following equation: c x [(1 + r).405 - 1]. This cannot be directly applied to the CHART Base 
CPA. The Payment Adjustment Factor (PAF) for each IPPS/OPPS adjustment will be calculated 
as, 

(𝐸𝐸𝐸𝐸.𝐺𝐺4) 𝑃𝑃𝐴𝐴𝐹𝐹 =
𝐹𝐹𝐹𝐹𝑆𝑆 𝐴𝐴𝐸𝐸𝐴𝐴𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸𝐶𝐶𝐶𝐶 𝐴𝐴𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶

𝑃𝑃𝑇𝑇𝐸𝐸𝐸𝐸 𝐶𝐶𝑃𝑃𝐴𝐴 ∗ 𝐴𝐴𝐸𝐸𝐸𝐸𝑇𝑇𝐶𝐶𝐵𝐵𝑇𝑇𝐷𝐷𝑇𝑇𝐸𝐸 𝑆𝑆ℎ𝑇𝑇𝐸𝐸𝐸𝐸 𝐶𝐶𝐵𝐵 𝑅𝑅𝐸𝐸𝑃𝑃𝐸𝐸𝐶𝐶𝐶𝐶𝐸𝐸
 

Where, FFS Adjustment Amount = The total value of the adjustment as recorded on FFS 
claims either during a 12-month period prior to calculating the Prospective Base CPA or 
during the Performance Year for purposes of End-of-Year Reconciliation. 
Base CPA = Hospital specific share of Community Benchmark as described in Step 4.3, 
Equation 5. 
Applicable Share of Revenue = Portion of hospital revenue applicable to FFS adjustment as 
described in Step 5.1, Equation 7. 
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H. Comprehensive Payment Calculation Example 

The following example demonstrates the calculation of the CPA for fictitious General Hospital in a 
hypothetical Community. General Hospital is an Acute Care Hospital paid by Medicare using 
IPPS/OPPS. An example is also provided following the General Hospital example for Standard 
Hospital, a fictitious Critical Access Hospital. Both hospitals are located in the same Community 
and therefore have the same Community benchmarks and adjustments. Community benchmarks 
and adjustments are not repeated in the Standard Hospital example for this reason.  

Line-by-line calculations similar to those presented below will be provided to each Participant 
Hospital prior to signing the Participation Agreement and on an annual basis prior to each 
Performance Year. This provides Participant Hospitals the opportunity to review each step of the 
calculation. 

General Hospital Example 

Step 1: Determine Baseline Community Expenditures 

CMS identifies Aligned Residents in the Community using residency and Medicare eligibility data. 
Total Community Expenditures during the Baseline (e.g., Calendar Year 2018 and 2019) are 
calculated including Part A, facility-based Part B services, and Swing Bed services provided by 
Critical Access Hospitals.  

Baseline Beneficiary Months & Paid Amounts 

Line Value Description 

1  6,035,331  Baseline Community Beneficiary Months 

2 $1,861,556,211 Baseline Medicare Paid Amount from FFS claims for Aligned Residents of the 
Community. 

3 0.80 Baseline Community Average Wage Index 

 

Adjustments to Paid Amount: The paid amount on FFS claims during the Baseline is adjusted by 
first removing IPPS/OPPS, Quality, and Special Designation Hospital adjustments. Steps 6 below 
then re-applies adjustment factors applicable during the Performance Year to the CPA so that the 
CPA correctly accounts for updates to these factors. 

  Baseline Adjustments: 
  IPPS/OPPS: 

4 $0 Disproportionate Share Hospital (DSH) 
5 $0 Indirect Medical Education (IME), operating and capital 
6 $0 Low Volume Adjustment 
7 $0 Uncompensated Care (UCC) 
8 $0 EHR Incentive 

  Quality Adjustment Factors: 
9 $0 Hospital-Acquired Condition Reduction Program (HACRP) 

10 -$5,091,680 Hospital Readmissions Reduction Program (HRRP) 
11 $0 Medicare Hospital Inpatient Quality Reporting (IQR) 



 2021 CHART Financial Specs 

  100 

12 $0 Medicare Hospital Outpatient Quality Reporting (OQR) 
13 $1,558,301 Value-Based Purchasing (VBP) Program 

  Special Designation Hospital Adjustment Factors: 
14 -$9,681,613 Critical Access Hospital (CAH) 
15 $0 Medicare-Dependent Hospital (MDH) 
16 $0 Rural Emergency Hospital (REH) 
17 $0 Rural Referral Center (RRC) 
18 $0 Sole Community Hospital (SCH) 
19 $0 CMS Policy Change (as needed) 
20 $1,848,341,219 Adjusted Baseline Medicare FFS Total Community Expenditures 

 (Line 2 + Lines 4-8 + Lines 9-13 + Lines 14- 19) 
21 $306.25 Baseline Community PBPM Expenditures 

(Line 20/Line 1) 

 
Step 2: Determine changes that occurred between Baseline and Performance Year 

To account for the changes that occurred between the Baseline and Performance Year, the 
following adjustments are applied to Baseline data:  

Population Size/Estimated PP Community Member Months - Accounts for further differences 
in the count of beneficiaries assigned to the Community. The population is estimated by the 
number of beneficiaries multiplied by average months enrolled.  

22 252,432 Number of Beneficiaries meeting eligibility and alignment criteria 
(at six months prior to start of PY)  

23 11.5 Average Months Beneficiaries Enrolled  
24 2,902,964 Population/Estimated Performance Year 2023   Community Beneficiary 

Months  
(Line 22 * Line 23) 

 
Trend - A Community-specific trend on a per-beneficiary basis to ensure the Community is 
compared only to its own historical performance. The Forecasted Community PBPM is a forecast 
of Community expenditures during the Performance Year on a per beneficiary per month basis as 
estimated by an Auto-Regressive Integrated Moving Average (ARIMA) model.  

25 $317.00 Performance Year 2023  ARIMA Trended PBPM 
 

26 $306.25 Baseline Community PBPM Expenditures (Line 21) 

27 3.51% Trend (Line 25 / Line 26) -1 

 
Demographics - Accounts for changes in the profile of the Community population. Changes in the 
Community’s population includes age, gender, and Medicaid status, as identified by the mean 
Hierarchical Condition Category (HCC) risk score (“mean HCC Risk Score” below). 

28 0.9001 Performance Year 2023  Mean HCC Risk Score 
29 0.9076 Baseline Mean HCC Risk Score 
30 0.9918 Demographic Adjustment (Difference between Line 28/Line 29) 
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Updates to CMS Policy Change - Accounts for adjustments made by CMS to IPPS and OPPS 
FFS payment systems to account for changes in the clinical practice, technology, and policy.  

31 None Updates to CMS Policy (as needed) 

 
Step 3: Adjust for changes to determine the Prospective Community Benchmark 

CMS applies each of the adjustment factors listed above to the Community's Baseline expenditures 
Eligible Hospital Services and calculates the Prospective Community Benchmark.  

32 $314.39 Prospective Forecasted Community PBPM (Line 21 * (1 + Line 27) * Line 30) 
33 $912,672,992 Prospective Community Benchmark (Line 32 * Line 24) 

 
General Hospital Capitated Payment Amounts (CPA) Calculation 

Step 4: Determine each Participant Hospital's Base CPA 

Each Participant Hospital is prospectively paid a share of the Prospective Community Benchmark. 
The hospital's share is determined by dividing the hospital's Distribution of Services for Aligned 
Residents by Total Community Expenditures for Aligned Residents.  

34 7.43% Hospital's Share of Benchmark prior to the Performance Year  (Hospital CMS 
Paid Amount/Total Community Expenditures Amount) 

35 $67,814,717 Base Prospective Capitated Payment Amount (Line 33 * Line 34) 
 
Step 5: Determine each Participant Hospital's Adjustments 

CMS determines the following hospital-specific adjustments:  

IPPS/OPPS – Adjustment factors for IPPS/OPPS are applied to the CPA to preserve alignment 
with FFS. 

Quality - Prospective Payment System (PPS) hospitals receive a prospective adjustment to their 
CPA to reflect performance in the national Medicare quality hospital programs outside of the 
CHART Model, with no further CHART-specific quality adjustments. Critical Access Hospitals 
(CAHs) are required to report on CHART-specific measures, Medicare Beneficiary Quality 
Improvement Program and Quality Assurance and Performance Improvement Program.  

Special Designation Hospital - Adjustment for 1) special status hospitals (e.g., CAHs, MDH, 
SCH) and 2) other special designations (e.g., Low Volume).  

Discount - The hospital's discount rate as determined by CMS and optionally adjusted by the Lead 
Organization. 

  IPPS/OPPS Adjustment Factors: 
36 1.01 Disproportionate Share Hospital (DSH) Factor 
37 1.00 Indirect Medical Education (IME), operating and capital Factor 
38 1.00 Low Volume Adjustment 
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39 1.00 Uncompensated Care (UCC) Factor 
40 1.00 EHR Incentive 

  Quality Adjustment Factors: 
41 0.98 Hospital Acquired Conditions (HACRP) Factor 
42 1.00 Hospital Readmissions Reduction Program (HRRP) Payment 
43 1.00 Medicare Hospital Inpatient Quality Reporting (IQR) Factor 
44 1.00 Medicare Hospital Outpatient Quality Reporting (OQR) Factor 
45 1.00 Value-Based Purchasing (VBP) Program Payment 

  Special Designation Hospital Adjustment Factors: 
46 1.00 Critical Access Hospital (CAH) 
47 1.00 Medicare-Dependent Hospital (MDH) Factor 
48 1.00 Rural Emergency Hospital (REH) 
49 1.00 Rural Referral Center (RRC) Program 
50 1.00 Sole Community Hospital (SCH) 
51  CMS Policy Change (As needed) 

 
ADI Adjustment 

The calculation of the ADI adjustment in the CPA in the Community Transformation Track is 
designed to offer targeted support based on relative need in an effort to support those 
Communities and hospitals serving populations with greater need. This population-based 
adjustment is designed to provide more equitable payments to Participant Hospitals that serve 
populations from geographic areas with disproportionately high levels of social needs. Note that 
the Hospital-Specific ADI payment is calculated separately from the CPA and is not reconciled 
at Mid-Year or End-of-Year. The ADI Adjustment is upward only.  
 
Community SDOH Pool  

A1 $1.50 Base Disparity Amount 
A2 76.35 Community Mean ADI 
A3 52.20 National Rural Mean ADI 
A4 1.46 Ratio (Line A2 / Line A3) 
A5  2,902,964  Estimated Performance Year  Community Bene Months (Line 24) 
A6 11.6% In Community Share of Services by all Participant Hospitals 
A7 $738,807 Community SDOH Pool (Line A1 * Line A4 * Line A5 * Line A6) 

   
Distribution of Community SDOH Pool 

A8 16,703 Total Community Beneficiaries in ADI Quintile 4-5 
A9 5,843 Beneficiaries Served by General Hospital in ADI Quintile 4-5 

A10 35% Share of Beneficiaries Served by Hospital in ADI Quintile 4-5 (Line A9/Line 
A8) 

A11 $258,448 Hospital Specific ADI Payment (Line A7 * Line A10) 
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Step 6: Apply each Participant Hospital's Adjustments 

The adjustments listed in Step 5 above are multiplied by the hospital's Base Prospective CPA to 
calculate the Prospective CPA. Note that all the factors are scaled to 1 so that they can be 
multiplied together and multiplied by the Base CPA.  

52 $67,814,717 Prospective Capitated Payment Amount 
53 $67,708,247 Prospective CPA with IPPS/OPPS, Quality, and Special Designation Pay 

Adjustments (factors listed in Step 5 applied to Line 52) 
54 0.82 Hospital Specific Wage Index 
55 $780,812 Wage Index Adjustment Amount (Line 53 * (Line 55 - Line 3) * Weight for 

share of dollars applicable to Wage Index Adjustment) 
56 $68,489,059 Prospective CPA with IPPS/OPPS, Quality, Special Designation, and Wage 

Index Adjustments (Line 53 + Line 55) 
57 -0.50% CHART Model Discount Percentage 
58 -$342,445 CHART Model Discount Amount (Line 56 * Line 57) 
59 $68,146,613 Hospital's CPA for Performance Year 2023   (Line 56 + Line 58) 

 

Reconciliation Mid-Year and End-of-Year Adjustments  

Mid-Year Adjustment: The Prospective Community Benchmark is updated at the middle of a 
Performance Year and at the end of a Performance Year to adjust for changes in Beneficiary 
Months, demographics, and quality. The update from the end of the Performance Year is also used 
to prospectively calculate General Hospital’s CPA at the beginning of the Performance Year.  

60 $306.25 Baseline Community PBPM Expenditures 
61 $318.30 Mid-Year Forecasted Community PBPM 
62 3.93% Trend (Line 61 / Line 60) - 1 
63 2,931,994 Mid-Year Estimated Performance Year Beneficiary Months 
64 0.905 Performance Year 2023  Mean HCC Risk Score 
65 0.908 Baseline Mean HCC Risk Score 
66 0.997 Demographic Adjustment (Line 64 / Line 65) 
67 $930,207,873 Mid-Year Community Benchmark (Line 60 * (1+ Line 62) * Line 63 *Line 66) 

  Note: Prospective Community Benchmark was $912,672,992 (Line 33) 

 
Hospital-Specific Mid-Year CPA Adjustments 

68 7.43% Hospital's Share of Benchmark at Mid-Year/Distribution of Services 
69 $69,117,619 Mid-Year Hospital CPA Before Quality Adjustment (Line 67 * Line 68) 

   
  IPPS/OPPS Adjustment Factors (as applicable): 

70 1.01 Disproportionate Share Hospital (DSH) Factor 
71 1.00 Indirect Medical Education (IME), operating and capital Factor 
72 1.00 Low Volume Adjustment 
73 1.00 Uncompensated Care (UCC) Factor 
74 1.00 EHR Incentive 
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  Quality Adjustment Factors: 
75 0.99 Hospital-Acquired Condition Reduction Program (HACRP) 
76 1.00 Hospital Readmissions Reduction Program (HRRP) 
77 1.00 Medicare Hospital Inpatient Quality Reporting (IQR) 
78 1.00 Medicare Hospital Outpatient Quality Reporting (OQR) 
79 1.00 Value-Based Purchasing (VBP) Program 

 1.00 CMS Policy Change (as needed) 
80 $69,110,707 Mid-Year Hospital CPA with IPPS/OPPS, Quality Update (Line 69 multiplied 

by Lines 70- 74 and Lines 75-79) 
81 0.828 Wage Index (as applicable) 
82 $1,115,779 Wage Index Adjustment Amount (Line 80 * (Line 81 - Line 3) * Weight for 

share of dollars applicable to Wage Index Adjustment) 
83 $70,226,485 Mid-Year Hospital CPA with IPPS/OPPS, Quality and Wage Index Update 

(Line 80 + 82) 
84 -0.50% CHART Model Discount Percentage 
85 -$351,132 CHART Model Discount Amount (Line 82 * Line 84) 
86 $69,875,353 Mid-Year Hospital CPA (Line 83 + Line 85) 

  Note: Hospital CPA at start of Performance Year $68,146,613 (Line 59) 

 

Mid-Year CPA Reconciliation: The difference between the Prospective CPA calculated prior to 
the start of the Performance Year and the CPA at Mid-Year is distributed across the remaining 
payments during the Performance Year.  

87 $2,839,442 Twice monthly Prospective CPA (Line 59/24) 
88 $2,911,473 Twice monthly Mid-Year CPA (Line 86/24) 
89 $72,031 Twice monthly Change to CPA (Line 88 - Line 87) 
90 $1,152,493 Adjustment for January thru August ( eight months *  two payments per 

month) 
91 $144,062 Twice monthly Retroactive Adjustment for September thru December 

(Line 90/( four Months *  two payments per month)) 
92 $3,055,535 Twice monthly Mid-Year CPA after Reconciliation (Line 88 + Line 91) 

Payment Schedule: The table below shows how payments calculated above would be made to 
General Hospital. 

Month Payment Number CPA Amount CPA After Mid-
Year Adjustment 

Annual ADI 
Amount69 

    $258,448  
January 1  $2,839,442   

 2  $2,839,442   
February 3  $2,839,442   

 4  $2,839,442   
March 5  $2,839,442   

 
69 ADI payment distribution will be determined by CMS and updated accordingly.  
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 6  $2,839,442   
April 7  $2,839,442   

 8  $2,839,442   
May 9  $2,839,442   

 10  $2,839,442   
June 11  $2,839,442   

 12  $2,839,442   
July 13  $2,839,442   

 14  $2,839,442   
August 15  $2,839,442   

 16  $2,839,442   
September 17   $3,055,535  

 18   $3,055,535  
October 19   $3,055,535  

 20   $3,055,535  
November 21   $3,055,535  

 22   $3,055,535  
December 23   $3,055,535  

 24   $3,055,535  

 
End-of-Year Adjustments: After the end of the Performance Year, the Community Benchmark 
CPA is updated for trend, Beneficiary Months, demographics, quality, Distribution of Services, 
and outliers.  

Community Benchmark Adjustment 
93 $306.25 Baseline Community PBPM Expenditures 
94 13.00% Regional Trend (Difference between PP1 Regional Trend and Baseline 

Regional Trend) 
95 $346.07 Final Forecasted Community PBPM 
96  2,706,891  Actual Performance Year 2023  Beneficiary Months 

  Outlier Adjustment 
97 $389,065,248 Total paid amount above the 99th percentile for expenditures above the 

99th percentile during the Baseline  
98  1.034  Outlier Change Ratio or the change in the Baseline and Performance Year 

ratios of outlier to non-outlier expenditures.  
99 $1,472,490,963 Total paid amounts during the Baseline below the 99th percentile/non-

Outliers.  
100 $1,874,784,429 Hypothetical Baseline Total Community Expenditures (Line 97 * Line 98 + 

Line 99) 
101 1.007 Outlier Adjustment (Optional) (Line 100/Line 2) 
102 0.916 Mean New-Enrollee HCC Risk Score Performance Year 2023  
103 0.908 Mean New-Enrollee HCC Risk Score Baseline 
104 1.010 Demographic (Line 102/Line 103) 
105 $952,528,380 Final Performance Year 2023  Community Benchmark (Line 95 * Line 96 * 

Line 101 * Line 104) 
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106 $351.89 Final Performance Year 2023  Forecasted Community PBPM (Line 
105/Line 96) 

  Note: Mid-Year Community Benchmark was $930,207,873 (Line 67) 

 
Hospital-Specific End-of-Year CPA Adjustments 
Distribution of Services with Potentially Avoidable Utilization (PAU) Adjustment 

107 22% Baseline PAU Percentage of Eligible Hospital Expenditures 
108 $62,693,554 Hospital Total Paid during Performance Year 2023  
109 $14,419,517 Eligible Hospital PAU Expenditures for Performance Year 2023  
110 $13,792,582 Step 1: Expected PAU (Line 107 * Line 108) 
111 $626,936 Step 2: Difference between Actual PAU and Expected PAU (Line 109 - Line 

110) 
112 $62,066,618 Step 3: Paid Amount for Distribution of Services Adjusted for PAU (Line 

108 - Line 111) 
113 7.10% New Provider Distribution of Services, after PAU Adjustment (Line 

112/Total Community Expenditures during Performance Year) 
   

Special Designation Hospital and IPPS/OPPS Adjustments  

  IPPS/OPPS Adjustment Factors: 
114 1.01 Disproportionate Share Hospital (DSH) 
115 1.00 Indirect Medical Education (IME), operating and capital 
116 1.00 Low Volume Adjustment 
117 1.00 Outlier Adjustment 
118 1.00 Uncompensated Care (UCC) 
119 1.00 EHR Incentive 

  Special Designation Hospital Payment Adjustment Factors:  
120 1.00 Critical Access Hospital (CAH) 
121 1.00 Medicare-Dependent Hospital (MDH) 
122 1.00 Rural Referral Center (RRC) 
123 1.00 Sole Community Hospital (SCH) 
124 1.00 CMS Policy Change (as needed) 
125 $68,305,810 End-of-Year Hospital CPA (Line 105 adjusted by Line 113, Lines 114-119 

and Lines 120-124) 
126 0.83 Wage index 
127 $1,181,554 Wage Index Adjustment Amount (Line 125 * (Line 126 - Line 3) * Weight 

for share of dollars applicable to Wage Index Adjustment) 
128 $69,487,364 End-of-Year Hospital CPA Adjusted for Wage Index (Line 124 + Line 126) 
129 -0.50% Discount Percentage 
130 -$347,437 Discount Amount (Line 128 * Line 129) 
131 $69,139,927 End-of-Year Hospital CPA (Line 128 + Line 130) 

  Note: Hospital Mid-Year CPA $69,875,353 (Line 86) 

The calculation of the End-of-Year CPA occurs  eight months after the end of the Performance 
Year to allow for Claims Run-Out. As a result, any over or under payment is not applied until the 
subsequent Performance Year. The difference between what was actually paid during the 
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Performance Year and what would have been paid if the End-of-Year CPA was paid during the 
entire Performance Year is offset against future payments.  

131 $69,139,927  Hospital's End-of-Year CPA 
 $69,875,353  Total Payments to Date (See CPA Payment Schedule above) 
 $735,426  Over/Under Payment 
 1.1%  Percent Over/Under 

 

Calculation of Subsequent Performance Year CPA 

The same data used to calculate the Performance Year 2023 CPAs are updated to calculate 
Performance Year 2024 Community Benchmarks and CPAs. 
 
Step 1: Determine changes that occurred between Performance Year 2023 and Performance 
Year 2024   

132 256,000 Number of Beneficiaries meeting eligibility and alignment criteria 
(at six months prior to start of PY)  

133 11.5 Average Months Beneficiaries Enrolled  
134 2,944,000 Population/Estimated Performance Year 2023  Community Beneficiary 

Months (Line 132 * Line 133) 
   

Trend   
135 $351.89 PY 2023 Community PBPM Benchmark 
136 $360.00 PY 2023 Community Specific ARIMA Trended PBPM 
137 2.30% Trend (Line 136 / Line 135) - 1 

   
Demographics  

138 0.9005 Performance Year 2023  Mean HCC Risk Score 
139 0.9055 Performance Year 2024  Mean HCC Risk Score 
140 1.0056 Demographic Adjustment (Line 139/Line 138) 

   
Updates to CMS Policy  

141 None Updates to Medicare Policy (as needed) 
142 $362.00 Final Performance Year 2024  Forecasted community PBPM (Line 135 * (1 

+ Line 137) * Line 140) 
143 $1,065,724,731 Final Performance Year 2024  Community Benchmark (Line 142 * Line 

134) 
 
Step 4: Determine each Participant Hospital’s Base CPA 

144 7.16% Distribution of Services/Provider Share of Benchmark (Hospital PY 2023  
Total   Paid from No-Pay claims adjusted for PAU/Community PY 2023  Total 
Paid from No-Pay claims adjusted for PAU) 

145 $76,305,891 Hospital's Performance Year 2024  Base CPA (Line 143 * Line 144) 
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Step 5: Determine each Participant Hospital’s Adjustments 

  Quality Adjustment Factors: 
146 0.98 Hospital-Acquired Condition Reduction Program (HACRP) 
147 0.99 Hospital Readmissions Reduction Program (HRRP) 
148 1.00 Medicare Hospital Inpatient Quality Reporting (IQR) 
149 1.00 Medicare Hospital Outpatient Quality Reporting (OQR) 
150 0.99 Value-Based Purchasing (VBP) Program 

  IPPS/OPPS Adjustment Factors: 
151 1.00 Disproportionate Share Hospital (DSH) 
152 1.00 Indirect Medical Education (IME), operating and capital 
153 1.00 Low Volume Adjustment 
154 1.00 Outlier Adjustment 
155 1.00 Uncompensated Care (UCC) 
156 1.00 EHR Incentive 

  Special Designation Hospital Payment Adjustment Factors:  
157 1.00 Critical Access Hospital (CAH) 
158 1.00 Medicare-Dependent Hospital (MDH) 
159 1.00 Rural Referral Center (RRC) 
160 1.00 Sole Community Hospital (SCH) 
161 1.00 CMS Policy Change (as needed) 

 
 
Step 6: Apply each Participant Hospital’s Adjustments 

162 $73,260,323 Performance Year 2024 CPA (Line 145 adjusted by Lines 146-150, Lines 151-
156 and Line 157-161) 

163 0.83 Wage Index 
164 $1,351,741 Wage Index Adjustment Amount (Line 162 * (Line 163 - Line 3) * Weight for 

share of dollars applicable to Wage Index Adjustment) 
165 $74,612,064 Performance Year 2024  CPA Adjusted for Wage Index 
166 -1.00% Discount Percentage 
167 -$732,603 Discount Amount (Line 165 * Line 166) 
168 $73,879,460 Hospital's Adjusted Performance Year 2024 CPA (Line 165 + Line 167) 

   

Standard Hospital Example 

Critical Access Hospital Capitated Payment Amounts (CPA) Calculation 

The following example is for Standard Hospital, a hypothetical Critical Access Hospital. This 
example begins at Step 4 because both hospitals are in the same Community. Line numbers for 
Community-specific calculations in this section refer Community wide calculations presented 
above in the General Hospital example. 

Step 4: Determine each Participant Hospital's Base CPA 
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Each Participant Hospital is prospectively paid a share of the Prospective Community Benchmark. 
The hospital's share is determined by dividing the hospital's Distribution of Services for Aligned 
Residents by Total Community Expenditures for Aligned Residents.  

34 0.28% Hospital's Share of Benchmark prior to the Performance Year  (Hospital CMS 
Paid Amount/Total Community Expenditures Amount) 

35 $2,555,484 Base Prospective Capitated Payment Amount (Line 33 * Line 34) 
 

Step 5: Determine each Participant Hospital's Adjustments 

CMS determines the following hospital specific adjustments:  

IPPS/OPPS – Adjustment factors for IPPS/OPPS are applied to the CPA to preserve alignment 
with FFS. 

Quality - Prospective Payment System (PPS) hospitals receive a prospective adjustment to their 
CPA to reflect performance in the national Medicare quality hospital programs outside of the 
CHART Model, with no further CHART-specific quality adjustments. Critical Access Hospitals 
(CAHs) are required to report on CHART-specific measures, Medicare Beneficiary Quality 
Improvement Program and Quality Assurance and Performance Improvement Program.  

Special Designation - Adjustment for 1) special status hospitals (e.g., CAHs, MDH, SCH) and 2) 
other special designations (e.g., Low Volume).  

Discount - The hospital's discount rate as determined by CMS and optionally adjusted by the Lead 
Organization. 

In this example, because Standard Hospital is a Critical Access Hospital only the Special 
Designation Hospital Adjustment and Discount is applicable. 

  IPPS/OPPS Adjustment Factors: 
36 1.000 Disproportionate Share Hospital (DSH) Factor 
37 1.000 Indirect Medical Education (IME), operating and capital Factor 
38 1.000 Low Volume Adjustment 
39 1.000 Uncompensated Care (UCC) Factor 
40 1.000 EHR Incentive 

  Quality Adjustment Factors: 
41 1.000 Hospital Acquired Conditions (HACRP) Factor 
42 1.000 Hospital Readmissions Reduction Program (HRRP) Payment 
43 1.000 Medicare Hospital Inpatient Quality Reporting (IQR) Factor 
44 1.000 Medicare Hospital Outpatient Quality Reporting (OQR) Factor 
45 1.000 Value-Based Purchasing (VBP) Program 

  Special Designation Hospital Adjustment Factors: 
46 1.007 Critical Access Hospital (CAH) 
47 1.000 Medicare-Dependent Hospital (MDH) Factor 
48 1.000 Rural Emergency Hospital (REH) 
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49 1.000 Rural Referral Center (RRC) Program 
50 1.000 Sole Community Hospital (SCH) 
51 1.000 CMS Policy Change (As needed) 

 
ADI Adjustment 

The calculation of the ADI adjustment in the CPA in the Community Transformation Track is 
designed to offer targeted support based on relative need in an effort to support those 
Communities and hospitals serving populations with greater need. This population-based 
adjustment is designed to provide more equitable payments and Participant Hospitals that serve 
populations from geographic areas with disproportionately high levels of social needs. Note that 
the Hospital Specific ADI payment is paid separately from the CPA and is not reconciled at Mid-
Year or End-of-Year. Standard Hospital is in the same Community as General Hospital and as a 
result the Community SDOH Pool calculation is identical. 
 
Community SDOH Pool  

A1 $1.50 Base Disparity Amount 
A2 76.35 Community Mean ADI 
A3 52.20 National Rural Mean ADI 
A4 1.46 Ratio (Line A2 / Line A3) 
A5  2,902,964  Estimated Performance Year Community Bene Months (Line 24) 
A6 11.6% In Community Share of Services by all Participant Hospitals 
A7 $738,807 Community SDOH Pool (Line A1 * Line A4 * Line A5 * Line A6) 

   
Distribution of Community SDOH Pool 

A8 16,703 Total Community Beneficiaries in ADI Quintile 4-5 
A9 1,704 Beneficiaries Served by General Hospital in ADI Quintile 4-5 

A10 10% Share of Beneficiaries Served by Hospital in ADI Quintile 4-5 (Line A9/Line 
A8) 

A11 $75,371 Hospital Specific ADI Payment (Line A7 * Line A10) 

 
Step 6: Apply each Participant Hospital's Adjustments 

The adjustments listed in Step 5 above are multiplied by the hospital's Base Prospective CPA to 
calculate the Prospective CPA. Note that all the factors are scaled to one  so that they can be 
multiplied together and multiplied by the Base CPA.  

52 $2,555,484 Prospective Capitated Payment Amount 
53 $2,573,884 Prospective CPA with IPPS/OPPS, Quality and Special Designation Pay 

Adjustments (factors listed in Step 5 applied to Line 52) 
54 - Hospital Specific Wage Index 
55 - Wage Index Adjustment Amount (Line 53 * (Line 55 - Line 3) * Weight for 

share of dollars applicable to Wage Index Adjustment) 
56 $2,573,884 Prospective CPA with IPPS/OPPS, Quality, Special Designation, and Wage 

Index Adjustments (Line 53 + Line 55) 
57 -0.50% CHART Model Discount Percentage 
58 -$12,869 CHART Model Discount Amount (Line 56 * Line 57) 
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59 $2,561,014 Hospital's CPA for Performance Year 2023  (Line 56 + Line 58) 
 

Reconciliation Mid-Year and End-of-Year Adjustments  

Mid-Year Adjustment: The Prospective Community Benchmark is updated at the middle of a 
Performance Year and at the end of a Performance Year to adjust for changes in Beneficiary 
Months, demographics, and quality that are also used to prospectively calculate Standard 
Hospital’s CPA at the beginning of the Performance Year.  

Hospital-Specific Mid-Year CPA Adjustments 

68 0.28% Hospital's Share of Benchmark from prior to the Performance Year 
/Distribution of Services (Line 35) 

69 $2,604,582 Mid-Year Hospital CPA Before Quality Adjustment (Line 67 * Line 68) 
   
  IPPS/OPPS Adjustment Factors (as applicable): 

70 1.00 Disproportionate Share Hospital (DSH) Factor 
71 1.00 Indirect Medical Education (IME), operating and capital Factor 
72 1.00 Low Volume Adjustment 
73 1.00 Uncompensated Care (UCC) Factor 
74 1.00 EHR Incentive 

  Quality Adjustment Factors: 
75 1.00 Hospital-Acquired Condition Reduction Program (HACRP) 
76 1.00 Hospital Readmissions Reduction Program (HRRP) 
77 1.00 Medicare Hospital Inpatient Quality Reporting (IQR) 
78 1.00 Medicare Hospital Outpatient Quality Reporting (OQR) 
79 1.00 Value-Based Purchasing (VBP) Program 

  CMS Policy Change (as needed) 
80 $2,604,582 Mid-Year Hospital CPA with IPPS/OPPS, Quality Update (Line 69 multiplied 

by Lines 70- 74 and Lines 75-79) 
81 - Wage Index (as applicable) 
82 - Wage Index Adjustment Amount (Line 80 * (Line 81 - Line 3) * Weight for 

share of dollars applicable to Wage Index Adjustment) 
83 $2,604,582 Mid-Year Hospital CPA with IPPS/OPPS, Quality and Wage Index Update 

(Line 80 + 82) 
84 -0.50% CHART Model Discount Percentage 
85 -$13,023 CHART Model Discount Amount (Line 82 * Line 84) 
86 $2,591,559 Mid-Year Hospital CPA (Line 83 + Line 85) 

  Note: Hospital CPA at start of Performance Year $2,561,014 (Line 59) 

 
Mid-Year CPA Reconciliation: The difference between the Prospective CPA calculated prior to 
the start of the Performance Year and the CPA at Mid-Year is distributed across the remaining 
payments during the Performance Year.  

87 $106,709 Twice monthly Prospective CPA (Line 59/24) 
88 $107,982 Twice monthly Mid-Year CPA (Line 86/24) 
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89 $1,273 Twice monthly Change to CPA (Line 88 - Line 87) 
90 $20,363 Adjustment for January thru August (Eight months *  two payments per 

month) 
91 $2,545 Twice monthly Retroactive Adjustment for September thru December 

(Line 90/(Four Months *  two payments per month)) 
92 $110,527 Twice monthly Mid-Year CPA after Reconciliation (Line 88 + Line 91) 

Payment Schedule: The table below shows how payments calculated above would be made to 
Standard Hospital. 

Month Payment Number CPA Amount CPA After Mid-Year 
Adjustment 

Annual ADI 
Amount70 

    $75,371 
January 1  $106,709   

 2  $106,709   
February 3  $106,709   

 4  $106,709   
March 5  $106,709   

 6  $106,709   
April 7  $106,709   

 8  $106,709   
May 9  $106,709   

 10  $106,709   
June 11  $106,709   

 12  $106,709   
July 13  $106,709   

 14  $106,709   
August 15  $106,709   

 16  $106,709   
September 17   $110,527  

 18   $110,527  
October 19   $110,527  

 20   $110,527  
November 21   $110,527  

 22   $110,527  
December 23   $110,527  

 24   $110,527  

 
End-of-Year Adjustments: After the end of the Performance Year, the Community Benchmark 
CPA is updated for Trend, Beneficiary Months, Demographics, Quality, Distribution of Services, 
and Outliers. Standard Hospital is in the same Community as General Hospital, so all Community-
specific adjustments are the same for both hospitals. 

 
70  If applicable, ADI payment distribution will be divided into 24 payments and distributed over the year along with the CPA payment.  The 

distribution of ADI payments is not shown in this example. 



 2021 CHART Financial Specs 

  113 

Hospital-Specific End-of-Year CPA Adjustments 
Distribution of Services with Potentially Avoidable Utilization (PAU) Adjustment 

107 19% Baseline PAU Percentage of Eligible Hospital Expenditures 
108 $2,255,605 Hospital Total Paid during Performance Year 2023  
109 $518,789 Eligible Hospital PAU Expenditures for Performance Year 2023  
110 $428,565 Step 1: Expected PAU (Line 107 * Line 108) 
111 $90,224 Step 2: Difference between Actual PAU and Expected PAU (Line 109 - Line 

110) 
112 $2,165,381 Step 3: Paid Amount for Distribution of Services Adjusted for PAU (Line 

108 - Line 111) 
113 0.25% New Provider Distribution of Services, After PAU Adjustment (Line 

112/Total Community Expenditures during Performance Year) 
   

Special Designation and IPPS/OPPS Adjustments  

  IPPS/OPPS Adjustment Factors: 
114 1.000 Disproportionate Share Hospital (DSH) 
115 1.000 Indirect Medical Education (IME), operating and capital 
116 1.000 Low Volume Adjustment 
117 1.000 Outlier Adjustment 
118 1.000 Uncompensated Care (UCC) 
119 1.000 EHR Incentive 

  Special Designation Hospital Payment Adjustment Factors:  
120 1.008 Critical Access Hospital (CAH) 
121 1.000 Medicare-Dependent Hospital (MDH) 
122 1.000 Rural Referral Center (RRC) 
123 1.000 Sole Community Hospital (SCH) 
124 1.000 CMS Policy Change (as needed) 
125 $2,378,365 End-of-Year Hospital CPA (Line 105 adjusted by Line 113, Lines 114-119 

and Lines 120-124) 

126 - Wage index 
127 - Wage Index Adjustment Amount (Line 125 * (Line 126 - Line 3) * Weight 

for share of dollars applicable to Wage Index Adjustment) 
128 $2,378,365 End-of-Year Hospital CPA Adjusted for Wage Index (Line 125 + Line 127) 
129 -0.50% Discount Percentage 
130 -$11,892 Discount Amount (Line 128 * Line 129) 
131 $2,366,473 Hospital's End-of-Year CPA (Line 128 + Line 130) 

  Note: Hospital Mid-Year CPA $2,591,559 (Line 86) 

The calculation of the End-of-Year CPA occurs eight months after the end of the Performance 
Year to allow for Claims Run-Out. The difference between what was actually paid during the 
Performance Year and what would have been paid if the End-of-Year CPA was paid during the 
entire Performance Year is offset against future payments.  
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131 $2,366,473  Hospital's End-of-Year CPA 
 $2,591,559  Total Payments to Date (See CPA Payment Schedule above) 
 $225,086  Over/Under Payment 
 9.5%  Percent Over/Under 

 
Calculation of Subsequent Performance Year CPA 

The same data used to calculate the Performance Year 2023 CPAs are updated to calculate 
Performance Year 2024 Community Benchmarks and CPAs. 
 
Step 4: Determine each Participant Hospital’s Base CPA 

144 0.31% Distribution of Services/Provider Share of Benchmark (Hospital PY 2023  
Total Paid from No-Pay claims adjusted for PAU/Community PY 2023  Total 
Paid from No-Pay claims adjusted for PAU) 

145 $3,303,747 Hospital's Performance Year 2024  Base CPA (Line 143 * Line 144) Note that 
line 143 refers to the Community calculations demonstrated in the General 
Hospital example above. 

 
Step 5: Determine each Participant Hospital’s Adjustments 

  Quality Adjustment Factors: 
146 1.000 Hospital-Acquired Condition Reduction Program (HACRP) 
147 1.000 Hospital Readmissions Reduction Program (HRRP) 
148 1.000 Medicare Hospital Inpatient Quality Reporting (IQR) 
149 1.000 Medicare Hospital Outpatient Quality Reporting (OQR) 
150 1.000 Value-Based Purchasing (VBP) Program 

  IPPS/OPPS Adjustment Factors: 
151 1.000 Disproportionate Share Hospital (DSH) 
152 1.000 Indirect Medical Education (IME), operating and capital 
153 1.000 Low Volume Adjustment 
154 1.000 Outlier Adjustment 
155 1.000 Uncompensated Care (UCC) 
156 1.000 EHR Incentive 

  Special Designation Hospital Factors:  
157 1.008 Critical Access Hospital (CAH) 
158 1.000 Medicare-Dependent Hospital (MDH) 
159 1.000 Rural Referral Center (RRC) 
160 1.000 Sole Community Hospital (SCH) 
161 1.000 CMS Policy Change (as needed) 

 
Step 6: Apply each Participant Hospital’s Adjustments 

162 $3,330,837 Performance Year 2024  CPA (Line 145 adjusted by Lines 146-150, Lines 151-
156 and Line 157-161) 

163 - Wage Index 
164 - Wage Index Adjustment Amount (Line 162 * (Line 163 - Line 3) * Weight for 

share of dollars applicable to Wage Index Adjustment) 
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165 $3,330,837 Performance Period 2024  CPA Adjusted for Wage Index (Line 162 + Line 164) 
166 -1.00% CHART Model Discount Percentage 
167 -$33,308 Discount Amount (Line 165 * Line 166) 
168 $3,297,529 Hospital's Adjusted Performance Year 2024  CPA (Line 165 + Line 167) 
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I. Beneficiary Alignment Examples 

The following demonstrates several different beneficiary alignment scenarios and associated 
number of Community Beneficiary Months included in benchmark calculations after alignment. In 
the simplest scenario shown in Figure I.1 below, Beneficiary A was enrolled in Medicare, was not 
aligned with any other models, and lived in the Community for six months prior to the 
Performance Year. This satisfies the continuous enrollment requirement, and the beneficiary is 
considered an Aligned Resident as of January of the Performance Year. The beneficiary does not 
move during the Performance Year and contributes 12 Community Beneficiary Months. 

Figure I.1: Alignment for Beneficiary A 

 
In Figure I.2 below, Beneficiary B was enrolled in Medicare prior to the Performance Year but did 
not move into the Community until April. After residing in the Community for six months, 
Beneficiary B satisfies the continuous enrollment requirement and is considered an Aligned 
Resident for the last three months of the Performance Year. 

Figure I.2: Alignment for Beneficiary B 

 
In Figure I.3 below, Beneficiary C is enrolled in Medicare and continuously lived in the 
Community for six months prior to the Performance Year which is sufficient to be considered an 
Aligned Resident of the Community. Beneficiary C dies in May and contributes five Community 
Beneficiary Months to the Performance Year. 
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Figure I.3: Alignment for Beneficiary C 

 
In Figure I.4, Beneficiary D lives in the Community prior to the Performance Year, becomes 
eligible and enrolls in Medicare in May of the Performance Year. After six months, Beneficiary D 
meets the continuous eligibility requirement and becomes an Aligned Resident of the Community 
and contributes two Community Beneficiary Months during the Performance Year.  

Figure I.4: Alignment for Beneficiary D 
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J. Baseline vs. Trend Lookback 

The CPA uses different time intervals depending on the type of calculation, 
 Baseline – Two-year period, plus one year for Claims Run-Out used to calculate Total 

Community Expenditures Per Beneficiary Per Month (PBPM). 
 Trend Lookback – Sixteen quarters, plus four quarters for Claims Run-Out used to 

estimate Community and Regional expenditure trends.71 

Community Transformation Track Performance Year 2023 begins first quarter of 2023, which will 
not allow for sufficient historical expenditure after Coronavirus disease 2019 for either the baseline 
or the trend lookback periods. Therefore, the time periods used will depend on when expenditure 
patterns stabilize to ensure that non-representative data (e.g., decreased elective care and 
geographic increased variation) are not included. The period after the Coronavirus disease 2019 is 
referred to here as the New Normal. Please see Appendix D for more information about metrics 
that will be used to determine when the New Normal begins.  

The following sections present two different approaches for selecting time periods because the 
Coronavirus disease 2019 is ongoing at the time of drafting financial specifications and it is unclear 
when expenditure patterns will stabilize.  

Depending on when the New Normal begins, subsequent Performance Years may be able to 
exclusively use data after the Coronavirus disease 2019. Given these potential timing issues, the 
Baseline or Trend Lookback periods can be selected using one of two primary approaches below.  

 Initial: Includes some number of quarters of expenditure data representing the New 
Normal time period after the Coronavirus disease 2019 ends and some number of quarters 
of data from the time period before the Coronavirus disease 2019. The number of quarters 
included from each of these time periods depend on when the New Normal begins. If 
expenditures have not stabilized in time for payment calculations (See Appendix D) then 
number of quarters from after the Coronavirus disease 2019 could be as few as zero.  

 Subsequent: Includes only data from the New Normal period.  

It is anticipated that the Initial approach will be used for Performance Year 2023. Performance 
Year after Performance Year 2023 may either use the Initial approach or the Subsequent approach 
depending on when expenditure patterns stabilize. The time intervals that define each portion of 
the Initial approach are described below.  

 Initial Time Interval 1: The time period that begins with at least two consecutive quarters 
of data meeting the criteria defined in Appendix D that indicates a return to stable, 
predictable hospital expenditures.  

 Initial Time Interval 2: The time period that ends in 2019 Q4 and begins as early as 2016 
Q1, depending on when the criteria defined in Appendix D are satisfied.  

The number of quarters included from each time interval above can be between one and 16 
quarters for the trend lookback and between one  and eight  for the baseline, depending on when 

 
71  Statistical testing of community expenditure trend forecasts demonstrated that period of at least 16 quarters of historical data that end 4 

quarters prior to the Performance Year  optimizes predictive accuracy.  
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the criteria defined in Appendix D are met. This means that the initial Baseline or Trend Lookback 
could potentially include data from before the Coronavirus disease 2019, after the Coronavirus 
disease 2019, or both. The Baseline will include as many quarters of data as possible from Initial 
Time Interval 1 and as few as possible from Initial Time Interval 2.  

Data from intervals 1 and 2 are inputs into used to calculate the benchmark. Please see Appendix C 
for more information about how non-consecutive data is used to calculate trend. Exhibit J.1 
displays hypothetical intervals that could be included using the Initial approach for purposes of the 
Trend Lookback. The time periods below are hypothetical and are in no way intended to represent 
the timing of the Coronavirus disease 2019. 

Figure J.1: Hypothetical Initial Baseline Claim Intervals 
Time 

Interval 
Calendar 

Year 
Calendar 
Quarter Description 

Interval 2 2016 Q3 Pre- Coronavirus disease 2019 

Interval 2 2016 Q4 Pre- Coronavirus disease 2019 

Interval 2 2017 Q1 Pre- Coronavirus disease 2019 

Interval 2 2017 Q2 Pre- Coronavirus disease 2019 

Interval 2 2017 Q3 Pre- Coronavirus disease 2019 

Interval 2 2017 Q4 Pre- Coronavirus disease 2019 

Interval 2 2018 Q1 Pre- Coronavirus disease 2019 

Interval 2 2018 Q2 Pre- Coronavirus disease 2019 

Interval 2 2018 Q3 Pre- Coronavirus disease 2019 

Interval 2 2018 Q4 Pre- Coronavirus disease 2019 

Interval 2 2019 Q1 Pre- Coronavirus disease 2019 

Interval 2 2019 Q2 Pre- Coronavirus disease 2019 

Interval 2 2019 Q3 Pre- Coronavirus disease 2019 

Interval 2 2019 Q4 Pre- Coronavirus disease 2019 

 2020 Q1 Coronavirus disease 2019 

 2020 Q2 Coronavirus disease 2019 

 2020 Q3 Coronavirus disease 2019 

 2020 Q4 Coronavirus disease 2019 

 2021 Q1 Coronavirus disease 2019 

 2021 Q2 Coronavirus disease 2019 

Interval 1 2021 Q3 Hypothetical Identification of Stability, New Normal Post- 
Coronavirus disease 2019. 

Interval 1 2021 Q4 Hypothetical New Normal Post- Coronavirus disease 2019 

- 2022 Q1 Hypothetical Claims Run-Out for Performance Year 2023 

- 2022 Q2 Hypothetical Claims Run-Out for Performance Year 2023  
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Time 
Interval 

Calendar 
Year 

Calendar 
Quarter Description 

- 2022 Q3 Hypothetical Claims Run-Out for Performance Year 2023  

- 2022 Q4 Hypothetical Claims Run-Out for Performance Year 2023  

 2023 Q1 Performance Year 2023 begins 
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