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Attachment 2

DoD-VA Health Care Sharing Incentive Fund

Business Plan

I.  Descriptive Information:

A.  Initiative: DoD/VA Joint Dialysis Center 
 

B.  Point of Contact 

          

DoD 
Name                     (000) 000-000 




Email Address
         
 
VA    
Name                     (000) 000-000 




Email Address
C.  Location


 

Host
60th Medical Group




David Grant USAF Medical Center




101 Bodin Circle




Travis AFB, CA 94535

DoD: Region 10
VA: VISN 21

D.  Initiative Description 
The Dialysis Clinic at the 60th Medical Group, David Grant USAF Medical Center (DGMC) currently has five dialysis machines and treats DoD beneficiaries.  Four patients may be dialyzed at once, with one machine being reserved for emergent/acute care.  The clinic currently runs one 12-hour shift, three days a week.  With the current staffing/equipment, the clinic offers two dialysis sessions per day, providing dialysis for eight patients a day.  

The project includes renovation of existing space and expands to eight chairs for chronic dialysis care with a ninth machine located in the inpatient unit for acute/emergent needs, and one machine for backup during routine maintenance.  Routine maintenance currently occurs on days the clinic is not performing dialysis.  A backup machine will be necessary when the unit expands to 6 days a week so that routine maintenance does not affect patient treatment.  The unit would be jointly staffed, with the DoD Nephrology Clinic providing physician oversight.  

TRICARE patients with End Stage Renal Disease are eligible for Medicare after 3 months.  At this time, TRICARE becomes a secondary payer to Medicare for off-base dialysis care.  TRICARE paid approximately $148,000 in FY03 to purchase dialysis care for 28 DGMC Prime enrollees.  Of this amount, approximately $45,000 was for patients residing within 30 minutes of David Grant Medical Center.  Estimated referral costs that VA Northern California Health Care System (VANCHCS) spent in FY03 are in excess of $2,800,000 for 59 dialysis patients.  This represents a cost per patient of $47,457 each year.  The reason for the disparate cost is due to VA’s requirement to pay all dialysis costs for enrolled patients.  The Veterans Millennium Health Care and Benefits Act of 1999 states that once a veteran is enrolled and receiving dialysis treatments, the VA cannot shift those costs and responsibility to Medicare at any time. Both VANCHCS and DGMC see escalating referral costs associated with our chronic dialysis patients.  
E.  Goals and Objectives

Approval of this initiative creates a DoD-VA Joint Dialysis Center that: 

(1) Recoups over $800,000 per year in purchased dialysis care costs.  Because of the lower capital costs with the joint initiative, an ROI of $10 for every capital dollar invested are realized, leading to a payback in less than 1 year of $10 for every dollar spent (see Attachment 3, Proposal Summary)

(2) Increases patient volume and complexity for residency education and training 

(3) Allows for expansion of the current 4-station Dialysis Center at the David Grant Medical Center (DGMC) into an 8-station unit 

(4) Upgrades the current dialysis stations with five new dialysis machines, eight new chairs, as well as other improvements

(5) Helps to achieve VA/DoD Performance Measures through activation of new sharing opportunities

F.  Outcomes

An eight-chair hemodialysis unit would dialyze up to 48 VA and DoD chronic dialysis patients each week. All five current chairs, purchased in 1999, are in poor condition and need replacement.  Renovation to this unit would expand capacity from four to eight stations.  Space constraints limit the clinic to a maximum of eight stations.  By purchasing five new dialysis machines (to compliment the existing five machines) and eight new chairs, the unit would have a total of 10 machines:  eight for treatment, one for inpatient/acute needs, and one for backup during routine maintenance. New equipment and joint staffing will allow the unit to operate three sessions per station each day on 12‑hour shifts.  

G.  Waivers, Deviations, or Certifications Necessary  

Specialized training certification is not required, however specialized training is.  A 6‑week program is provided at DGMC while employees are on the job.  A standardized curriculum is used which enables staff to be certified by the State of California in six months, with national certification once the staff member has completed one year of on the job training of full time employment.

H.  What Approvals or Authorizations are Required?  

Leadership at both agencies was required to review the proposal during the initial incentive fund request to ensure that after incentive funding, the program would remain viable. Air Mobility Command (AMC) and the VISN 21 Director were also apprised of the joint venture proposal prior to submission. 
I.  Exportable for Other Joint Venture or DoD/VA Sharing Sites?

Absolutely.  The existing sharing agreement between VANCHCS and DGMC has been in effect since the early nineties.  The ease of a venture such as this one is as a result of good communication, mutual benefit in terms of cost or training, and cost savings to the Government.  This joint venture could and should be a benchmark service, which has long term gain in sharing.

J.  Beneficiaries Impacted 

Nationally, the demand for dialysis is growing at a rate of 8 percent a year based on information from the American Society of Nephrology. By the year 2010, the number of dialysis patients is expected to jump to 650,000, from more than 300,000 in 2001. The demand for dialysis is growing as people are living longer and kidneys fail with age, and the number of cases of diabetes, which may lead to kidney failure, continues to rise.  
DGMC: Current capacity limits chronic treatments to eight per day.  In the previous quarter there have been seven new patients started which required movement and placement to outside facilities.
VANCHCS: Of the 103 VANCHCS veterans who are receiving dialysis on FEE, 19 veterans reside in Solano County. As noted above, dialysis cases are projected to grow at 8% per year.  This project will allow for up to 24 patients over the next several years.  However, with this growth rate, demand for dialysis will double current levels in 9 years.    

K.  Interoperability Requirements 

Staffing will be totally integrated within 6 months of startup.  Maintenance of equipment will be provided by DGMC with the VA sharing in the cost of maintenance.   VANCHCS will also pay for supplies consumed by VANCHCS beneficiaries.  The joint dialysis center will be located at DGMC, therefore DGMC will be the host and the scope of care and other JCAHO requirements will fall under DGMC. Lastly, DoD will reimburse nephrologists and any associated ancillary support and space to DGMC at the established sharing agreement rate. Outpatient pharmaceutical requirements will be provided by VANCHCS.  Inpatient Pharmacy support will be provided by DGMC under the pre-existing sharing agreement.

L.  If submission contains more than one component/system, prioritize each of the components of the proposal.   Not Applicable to this proposal.

M.  Alternative Solutions 

In addition to the proposed joint initiative, two alternatives were addressed.  Alternative 1, the Status Quo, assumes that DGMC would continue to provide dialysis care for its beneficiaries and VA would continue to fee workload into the community.  A market survey in Solano County was conducted for waiting lists in a roughly 50-mile radius from DGMC. Of the clinics contacted, there were 10 openings spread sporadically through the community with many facilities reporting waiting lists. The facilities contacted within a 25-mile radius of DGMC, there were only three openings.    In January of 2004, there were waiting lists for patients needing chronic dialysis in the Fairfield and Vallejo areas.  In addition to the waiting times, is the risk of poor continuity of care between the contract and VANCHCS.  Lastly, the cost of Fee dialysis is quite high as aforementioned and is seen in Attachment 3.

Alternative 2 calls for each agency to pursue their growth needs independently through in-house projects.  VA would build a dialysis annex adjacent to the existing Fairfield OPC.  DGMC would increase use of existing chairs to accommodate greater need. See Attachment 3.

N.  Unique Circumstances

Because the dialysis center is located on base, we will work with the 60th Security Forces to ensure access for VA patients who are receiving care.  In the past, our veterans have experienced few delays unless the base was on lockdown, which prevents anyone from entering or leaving the base for a short period of time.

O.  Program Management

The joint DoD and VA personnel will staff 12-hour shifts Monday through Friday.  The VA would staff the Saturday shift in exchange for the DoD staff pulling after hours call.  The VA would hire two RNS and three LVNs to support the increase in shifts.  DGMC billets remain unchanged (one vacant medical technician position will be filled when the patient load increases).  Care of all patients would fall under the supervision of the DGMC Nephrology Staff.  VA hires will be oriented to DGMC.  Annual performance reviews for VANCHCS will be initiated by the senior VA RN and signed off by the nurse manager of the center. After the 2-year incentive fund support is withdrawn, VANCHCS will assume the salary cost for assigned VA staffing support.  This joint staffing arrangement can be utilized to support vacancies when DoD personnel deploy.  

P.  Contractors 

No contracting will be required under this proposal.

Q.  Oversight by Decision Authorities

Dialysis staff will participate in regularly scheduled meetings currently in place within DGMC.  The joint clinic will be a recurring agenda item briefed on a monthly basis at the Joint Initiatives Working Group co-chaired by DGMC and VANCHCS.  Additionally, metrics will be briefed at the quarterly Executive Management Team meeting co-chaired by the DGMC commander and VANCHCS Director.  

It is assumed that the GAO will play a role in oversight of incentive fund sites to ensure best use of Government dollars.

R.  What type of management information systems will be used?

Dialysis patients will be entered into CHCS.  Patients receiving inpatient care, or other consultative services not available in VANCHCS will also be entered into CHCS.  VANCHCS staff located in the VA Outpatient Clinic next to DGMC have access to CHCS to view ancillary testing and other results.  DGMC nephrology and dialysis staff will be trained in the use of CPRS to view the full electronic record of dialysis patients for consultations that were provided by VANCHCS as well as enter consultation requests to VANCHCS.  Referrals/pharmacy prescriptions to be conducted/filled by VANCHCS will be entered into CPRS.  VA and DGMC have separate pharmacies located at Travis AFB.

S.  Show stoppers

There is a proposal being considered by the Air Force to end the Internal Medicine residency program at DGMC and double the size of the Family Practice Residency program.  Since the Family Practice program would remain, there is still a need for certain sub-specialties to support their Internal Medicine rotations that are part of their training.  Initial guidance indicates DGMC would retain the two Nephrologist authorizations.  However, if DGMC lost all Nephrologist authorizations, both the VA and Air Force would develop a plan to hire this support either through the VA or contracted staff in order to maintain the dialysis center.

T.  Address any concerns included in the comments column in Attachment 

Medical Maintenance will be provided by DGMC with VANCHCS sharing in the cost of repair and maintenance of IT and medical equipment located in dialysis center.

U.  Stakeholder comments and concerns

Stakeholders were not contacted during Round Two.  It is assumed that veterans residing in the outlying areas of Solano County will not embrace this proposal, as this patient population has already preestablished relationships with their current caregivers.  Given the growth in dialysis need, new veterans will be offered dialysis at DGMC where the veteran can enjoy on site consultation for all ancillary and specialty requirements he or she may need.  

V.  Does this proposal have the support of the DoD or VA counterpart? 

Yes.  This joint proposal was discussed and approved by the Executive Management Committee (EMT), co-chaired by the DGMC Commander/Office of the Lead Agent and VANCHCS Director in December 2003.

W.  Does this initiative support the Joint Strategic Plan?

Yes.  In July 2003, the Joint Initiatives Working Group (co-chaired by DGMC Administrator and VANCHCS Planning) requested an analysis to determine whether the EMT should consider dialysis as a joint strategic initiative.  Found to be viable, this initiative is part of the DGMC/VANCHCS Joint Strategic Planning Grid.  
II.  Financial Information:

A.  Required Investment (costs)
How much funding is being requested from the Incentive Fund?

$ 1,343,780

B. Year One and Year Two Incentive Fund Requests

Year 1

$803,300

Year 2 
$540,480

C.  Provide an approximate breakout of benefit to VA and DoD 

Table II C-1

	
	
	
	Proposed Initiative:  Joint 8 Bed Unit, DGMC
	Alternative 1: Status Quo
	Alternative 2: VA   8 Bed Unit, Fairfield OPC

	 
	 
	Net present value of investment:
	$2,965,125 
	$4,390,094 
	$8,919,679 

	 
	 
	ROI of investment:
	$10 
	$0 
	($1)

	 
	 
	IRR of investment:
	 
	$0 
	$0 

	 
	 
	Payback period of investment:
	                0.1 
	 Does not breakeven 
	 Does not breakeven 

	
	
	
	
	
	

	Estimated cost savings/avoidance between Proposed Initiative and Alternatives.
	($1,424,970)
	 

	
	
	($5,954,554)

	
	 
	 


Table II C-1 above provides financial summary data for the proposed joint venture and for addressing dialysis program needs.  As can be seen, the proposed Joint 8-bed Dialysis Unit at DGMC has the lowest cost or most favorable NPV of the three options considered.  With an NPV of $2.9 Million over the five years analyzed, the proposed initiative has an advantage of $1.4 Million over the Status Quo (Alternative 1- Fee Workload) and $5.9 Million over Alternative 2, which builds a new VA dialysis unit at Fairfield OPC.  Because of the lower capital costs with the joint initiative, an ROI of $10 for every capital dollar invested are realized, leading to a payback in less than 1 year.

Because of the template design, it is difficult to breakout individual savings between both agencies.  In terms of dollars, VA realizes significantly greater savings due to VA’s requirement to pay all dialysis costs for enrolled patients.   DGMC will realize approximately $166,000 annually in sharing revenue alone and approximately $45,000 in TRICARE recapture per year based on private sector care costs for patients living within 30 minutes of DGMC.

D.  How will recurring costs be supported after Incentive Funding is no longer available?

Both agencies are committed to continuing to carry the program once funding has expired and willing to showcase the venture of its successes and lessons learned.
E.  Tangible/Economic Benefits

This proposal allows both agencies to combine resources to recoup referral health care dollars for chronic dialysis patients.  It is projected that both agencies will save over $800K annually in future referral costs.  Although these savings will be predominantly for the VA, the DoD would see some reduced costs in purchased care for dialysis patients.  

F.  Intangible Benefits

Increasing dialysis patients seen at DGMC will have a positive impact on the AF’s Graduate Medical Education Program.  VA patients may receive all associated consultation on site from either VA or DoD.

III.  Other Supporting Information
A.  Impact on Waiting Times or Access 

Currently, access is limited to 8 dialysis patients a week (excluding acute visits) in the DGMC Dialysis Clinic.  Approximately 10 DGMC-enrolled (TRICARE Prime) patients are disengaged each year to the local community for hemodialysis due to limited access.  Additionally, DoD patients not enrolled in TRICARE Prime can only be treated at DGMC on a very limited basis.  Expanding the unit would allow these patients to be treated at DGMC reducing overall healthcare costs.  All VA patients currently must be seen in the community for dialysis. 

B.  Impact on Quality of Care

Continuity appears to be the greatest driver in quality.  Patients simply don’t receive dialysis treatment.  Their disease results in numerous consultations.  Part of their disease includes consultations for nutrition, social services, interventional radiology, vascular surgery and cardiology to name a few.  The VA outpatient clinic at Fairfield is located at Travis Air Force Base and is adjacent to DGMC where the patients can receive much of their consultative support.  Other support not available will be provided by DGMC under the existing sharing agreement.  

C.  Capital Asset Realignment for Enhanced Services (CARES) Impact

The North Valley Market submitted a plan to close the gap for increased demand in Specialty Care Services. The Market Plan included continued and greater sharing between DGMC and VANCHCS and more specifically included identifying opportunities to expand access to Specialty Services for Veterans at David Grant Medical Center.  Joint dialysis care was among the specifics addressed in the VISN 21 Network Market Plan.  Both agencies have enjoyed a trusting relationship and continue to find ways to address needs that benefit both organizations.

D.  Metrics 

(1) Reduction in purchased care costs for VA and TRICARE Prime beneficiaries

(2) Increase in number of VA and DoD patients dialyzed at DGMC

(3) Customer Satisfaction Surveys

(4) VA/DoD Sharing Performance Goals

E. Milestones 

· May 2004 Submit Round 2 Proposal

· Await Go-No Go Decision

· July 2004 (if approved)

· Prepare paperwork necessary for new VA FTEE positions

· Confirm requirements needed for renovation

· Announce VA FTEE positions 

· August 2004

· Letters to VA beneficiaries indicating new dialysis center

· DoD and VA staff briefed on joint service and process for referral and contacts

· Order equipment/supplies

· Select new FTEE

· Begin renovation

· September 2004

· Complete renovation

· Complete hiring requirements and begin orientation

· Test medical equipment

· Contact patients

· Notify Travis Security Police

· October 2004

· Install and test new equipment

· Complete orientation

· Build metrics

· Market grand opening

· November 2004

· Activate Joint Dialysis Center
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