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(b) EVALUATION.—
(1) INDEPENDENT EVALUATION.—

(A) IN GENERAL.—The Secretary shall enter into a con-
tract with an independent entity or organization to con-
duct an evaluation and assessment of the States that have 
elected the option to provide coordinated care through a 
health home for Medicaid beneficiaries with chronic condi-
tions under section 1945 of the Social Security Act (as 
added by subsection (a)) for the purpose of determining the 
effect of such option on reducing hospital admissions, 
emergency room visits, and admissions to skilled nursing 
facilities. 

(B) EVALUATION REPORT.—Not later than January 1, 
2017, the Secretary shall report to Congress on the evalua-
tion and assessment conducted under subparagraph (A). 
(2) SURVEY AND INTERIM REPORT.—

(A) IN GENERAL.—Not later than January 1, 2014, the 
Secretary of Health and Human Services shall survey 
States that have elected the option under section 1945 of 
the Social Security Act (as added by subsection (a)) and re-
port to Congress on the nature, extent, and use of such op-
tion, particularly as it pertains to—

(i) hospital admission rates; 
(ii) chronic disease management; 
(iii) coordination of care for individuals with 

chronic conditions; 
(iv) assessment of program implementation; 
(v) processes and lessons learned (as described in 

subparagraph (B)); 
(vi) assessment of quality improvements and clin-

ical outcomes under such option; and 
(vii) estimates of cost savings. 

(B) IMPLEMENTATION REPORTING.—A State that has 
elected the option under section 1945 of the Social Security 
Act (as added by subsection (a)) shall report to the Sec-
retary, as necessary, on processes that have been devel-
oped and lessons learned regarding provision of coordi-
nated care through a health home for Medicaid bene-
ficiaries with chronic conditions under such option. 

SEC. 2704 ø42 U.S.C. 1396a note¿. DEMONSTRATION PROJECT TO EVALU-
ATE INTEGRATED CARE AROUND A HOSPITALIZATION. 

(a) AUTHORITY TO CONDUCT PROJECT.—
(1) IN GENERAL.—The Secretary of Health and Human 

Services (in this section referred to as the ‘‘Secretary’’) shall es-
tablish a demonstration project under title XIX of the Social 
Security Act to evaluate the use of bundled payments for the 
provision of integrated care for a Medicaid beneficiary—

(A) with respect to an episode of care that includes a 
hospitalization; and 

(B) for concurrent physicians services provided during 
a hospitalization. 
(2) DURATION.—The demonstration project shall begin on 

January 1, 2012, and shall end on December 31, 2016. 
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(b) REQUIREMENTS.—The demonstration project shall be con-
ducted in accordance with the following: 

(1) The demonstration project shall be conducted in up to 
8 States, determined by the Secretary based on consideration 
of the potential to lower costs under the Medicaid program 
while improving care for Medicaid beneficiaries. A State se-
lected to participate in the demonstration project may target 
the demonstration project to particular categories of bene-
ficiaries, beneficiaries with particular diagnoses, or particular 
geographic regions of the State, but the Secretary shall insure 
that, as a whole, the demonstration project is, to the greatest 
extent possible, representative of the demographic and geo-
graphic composition of Medicaid beneficiaries nationally. 

(2) The demonstration project shall focus on conditions 
where there is evidence of an opportunity for providers of serv-
ices and suppliers to improve the quality of care furnished to 
Medicaid beneficiaries while reducing total expenditures under 
the State Medicaid programs selected to participate, as deter-
mined by the Secretary. 

(3) A State selected to participate in the demonstration 
project shall specify the 1 or more episodes of care the State 
proposes to address in the project, the services to be included 
in the bundled payments, and the rationale for the selection of 
such episodes of care and services. The Secretary may modify 
the episodes of care as well as the services to be included in 
the bundled payments prior to or after approving the project. 
The Secretary may also vary such factors among the different 
States participating in the demonstration project. 

(4) The Secretary shall ensure that payments made under 
the demonstration project are adjusted for severity of illness 
and other characteristics of Medicaid beneficiaries within a cat-
egory or having a diagnosis targeted as part of the demonstra-
tion project. States shall ensure that Medicaid beneficiaries are 
not liable for any additional cost sharing than if their care had 
not been subject to payment under the demonstration project. 

(5) Hospitals participating in the demonstration project 
shall have or establish robust discharge planning programs to 
ensure that Medicaid beneficiaries requiring post-acute care 
are appropriately placed in, or have ready access to, post-acute 
care settings. 

(6) The Secretary and each State selected to participate in 
the demonstration project shall ensure that the demonstration 
project does not result in the Medicaid beneficiaries whose care 
is subject to payment under the demonstration project being 
provided with less items and services for which medical assist-
ance is provided under the State Medicaid program than the 
items and services for which medical assistance would have 
been provided to such beneficiaries under the State Medicaid 
program in the absence of the demonstration project. 
(c) WAIVER OF PROVISIONS.—Notwithstanding section 1115(a) 

of the Social Security Act (42 U.S.C. 1315(a)), the Secretary may 
waive such provisions of titles XIX, XVIII, and XI of that Act as 
may be necessary to accomplish the goals of the demonstration, en-
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sure beneficiary access to acute and post-acute care, and maintain 
quality of care. 

(d) EVALUATION AND REPORT.—
(1) DATA.—Each State selected to participate in the dem-

onstration project under this section shall provide to the Sec-
retary, in such form and manner as the Secretary shall specify, 
relevant data necessary to monitor outcomes, costs, and qual-
ity, and evaluate the rationales for selection of the episodes of 
care and services specified by States under subsection (b)(3). 

(2) REPORT.—Not later than 1 year after the conclusion of 
the demonstration project, the Secretary shall submit a report 
to Congress on the results of the demonstration project. 

SEC. 2705 ø42 U.S.C. 1315a note¿. MEDICAID GLOBAL PAYMENT SYSTEM 
DEMONSTRATION PROJECT. 

(a) IN GENERAL.—The Secretary of Health and Human Serv-
ices (referred to in this section as the ‘‘Secretary’’) shall, in coordi-
nation with the Center for Medicare and Medicaid Innovation (as 
established under section 1115A of the Social Security Act, as 
added by section 3021 of this Act), establish the Medicaid Global 
Payment System Demonstration Project under which a partici-
pating State shall adjust the payments made to an eligible safety 
net hospital system or network from a fee-for-service payment 
structure to a global capitated payment model. 

(b) DURATION AND SCOPE.—The demonstration project con-
ducted under this section shall operate during a period of fiscal 
years 2010 through 2012. The Secretary shall select not more than 
5 States to participate in the demonstration project. 

(c) ELIGIBLE SAFETY NET HOSPITAL SYSTEM OR NETWORK.—For 
purposes of this section, the term ‘‘eligible safety net hospital sys-
tem or network’’ means a large, safety net hospital system or net-
work (as defined by the Secretary) that operates within a State se-
lected by the Secretary under subsection (b). 

(d) EVALUATION.—
(1) TESTING.—The Innovation Center shall test and evalu-

ate the demonstration project conducted under this section to 
examine any changes in health care quality outcomes and 
spending by the eligible safety net hospital systems or net-
works. 

(2) BUDGET NEUTRALITY.—During the testing period under 
paragraph (1), any budget neutrality requirements under sec-
tion 1115A(b)(3) of the Social Security Act (as so added) shall 
not be applicable. 

(3) MODIFICATION.—During the testing period under para-
graph (1), the Secretary may, in the Secretary’s discretion, 
modify or terminate the demonstration project conducted under 
this section. 
(e) REPORT.—Not later than 12 months after the date of com-

pletion of the demonstration project under this section, the Sec-
retary shall submit to Congress a report containing the results of 
the evaluation and testing conducted under subsection (d), together 
with recommendations for such legislation and administrative ac-
tion as the Secretary determines appropriate. 
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