
 

 

 
 
 
June 12, 2017 
 
 
Seema Verma, Administrator 
Department of Health and Human Services 
Attention:  CMS-1677-P 
P.O. Box 8011 
Baltimore, MD  21244-1850 
 
RE: Proposed FY 2018 Hospital Inpatient and Long-Term Care Hospital Prospective 

Payment System Payment and Policy Update Comments (CMS-1677-P)  
 
On behalf of its 145 hospital members, the Missouri Hospital Association offers the following 
comments in response to the Centers for Medicare & Medicaid Services’ request for comments 
about the FY 2018 hospital inpatient and long-term care hospital proposed payment and policy 
updates.   
 
NATIONWIDE RURAL FLOOR BUDGET NEUTRALITY ADJUSTMENT 
 
The Missouri Hospital Association continues to oppose the application of a nationwide rural 
floor budget neutrality adjustment as described in the proposed rule.  The wage index in its 
current form is far from perfect in measuring wage costs.  The use of the rural floor makes the 
process even more imperfect.  CMS recognizes the problems and inequities raised by this 
nationwide rural floor budget neutrality factor, which contradicts the agency’s stated wishes in 
applying wage indexes.  In its CY 2012 OPPS final rule (CMS-1525-FC), CMS expressed 
concern that allowing a change in hospital status as occurred in Massachusetts through the 
Affordable Care Act distorts wage indexes across the nation: 
 

“… In recent years, we have become concerned that hospitals converting their status 
significantly inflate wage indices across a State … Hospitals in Massachusetts can expect 
an approximate 8.7 percent increase in IPPS payments due to the conversion and the 
resulting increase of the rural floor.  Our concern is that the manipulation of the rural floor 
is of sufficient magnitude that it requires all hospital wage indices to be reduced 
approximately 0.62 percent as a result of nationwide budget neutrality for the rural floor (or 
more than a 0.4 percent total payment reduction to all IPPS hospitals).”   

 
The Department of Health and Human Services also has shared concerns about the national rural 
floor adjustment by stating “only urban hospitals can benefit from the rural floor provision.  
Because the provision is budget neutral, all other hospitals (that is, all rural hospitals and those 
urban hospitals to which the adjustment is not made), experience a decrease in payments due to 
the budget neutrality adjustment applied nationally to their wage index.” 
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The absurdity of this provision also is highlighted in a March 2017, Office of Inspector General 
report showing how a single hospital over-reported dollars and under-reported hours, driving up 
the average hourly wage.  The OIG estimated this error resulted in more than $133 million in 
Medicare payments being redirected to Massachusetts hospitals.  It is clear that the current 
application of the rural floor is flawed if a single hospital can generate such a significant shift of 
payments and have the cost borne by hospitals in many other states.  MHA continues to urge 
CMS to find ways to use regulations to curtail the adverse effects of Section 3141 of the 
Affordable Care Act and restore integrity to the hospital wage index system. 
 
Despite these misgivings, CMS finalized the rule and extended PPACA Section 3141 to the hospital 
outpatient prospective payment system.  CMS did state in this rule, and we agree, that they have the 
legal authority to “de-couple” the wage index used for the IPPS and the wage index used for the 
OPPS. Section 1883(t)(2)(D) of the Social Security Act gives CMS the authority to establish an 
OPPS wage index, but it does not say anything about linking it to the IPPS area wage index.  
Moreover, the statute says the wage index chosen must be budget neutral, but it does not specify how 
to achieve budget neutrality.  As CMS noted in the July 2011 Federal Register notice, “the statute 
does not require the Secretary to use the IPPS wage adjustment factor to wage adjust OPPS payments 
and copayment calculation to the same adjustment that the law requires be applied to the IPPS wage 
adjustment factor.”  
 
The wage index, as currently constructed, is far from perfect in measuring prices paid for wages in 
various parts of the country, but the use of the rural floor as (according to CMS) manipulated by one 
hospital in one state makes it even more imperfect.  We ask, as part of the upcoming rule making for 
the outpatient prospective payment systems, that the department include proposals that will unwind 
Section 3141 of PPACA and restore integrity to the hospital wage index system. 
 
MHA thanks CMS for its work to publish the state-specific impact table.  It urges CMS to 
include in its final IPPS rule for FY 2018 an updated detailed state-specific analysis of the effects 
of nationwide rural floor budget neutrality.  We also encourage CMS to publish the effects of the 
nationwide rural floor on Medicare outpatient services in the proposed and final outpatient 
prospective payment system payment and policy updates for 2018.  Finally, we recommend 
publication of the estimated 10-year state-specific effects of continuing the current policy. 
 
MEDICARE DEPENDENT HOSPITAL AND LOW-VOLUME PAYMENT PROGRAMS 
 
MHA understands that the Medicare dependent hospital and the low-volume payment programs 
are legislatively mandated to expire on September 30, 2017.  Many MDHs have the opportunity 
to change their status to a sole community hospital, which can mitigate some of the loss of 
Medicare dependent hospital payments.  However, not all hospitals receiving MDH payments 
can qualify as sole community hospitals.  The improved low-volume adjustment also is a crucial 
source of revenue for hospitals in rural areas.  Although the authority lies with Congress to 
extend the expiration date of these programs, MHA encourages CMS to promote the 
continuation of these programs.   
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APPLICATION OF SOCIODEMOGRAPHIC STATUS WITHIN THE HOSPITAL 
READMISSION REDUCTION PROGRAM 
 
Multiple groups across the country aim to shed additional light on the deterministic linkage of 
sociodemographic status on health outcomes, and to identify novel data sources to more 
effectively measure these constructs.  This work carries significant implications for quality 
measurement models and incentive-based payment mechanisms.   
 
We applaud the work resulting from the IMPACT Act of 2014, conducted by the Assistant 
Secretary of Planning and Evaluation and National Academies of Medicine in evaluating the 
causal roles of social determinants in quality measurement systems employed by Medicare.  
We similarly applaud the provisions of the 21st Century Cures Act and CMS’ expeditious 
implementation of adjustments to improve the equity of the Hospital Readmission Reduction 
Program for providers treating socially-vulnerable populations.  
 
While the provisions of the Cures Act undoubtedly will produce greater equity in the HRRP, we 
are pleased that the law requires a transitional methodology that will allow the Secretary to make 
additional refinements to maximize equity and incorporate new evidence as it emerges both from 
research and empirical data post-implementation.  For example, stratification will involve an 
unavoidable degree of subjectivity in assigning cut-points quartiles, deciles, etc.  Thoughtful 
consideration needs to be made for hospitals near the tails of the within-strata distributions, and 
hospitals that may churn between strata from year to year.  
 
Additionally, while perfect data are elusive, particularly with regard to social risk factors, 
dual-eligibility status is subject to interstate variation dependent on individual state policies on 
eligibility thresholds.  A recent analysis of CMS data by MHA found that the percentage of 
Medicare beneficiaries with dual eligibility ranged from 5.3 percent in Utah to 28.6 percent in 
Washington, D.C., in 2014.  After controlling for population and socioeconomic characteristics 
across states, one-third of the variation in dual-eligibility percentages between states remained 
unexplained by our model (adjusted R2 = 0.67).  This could imply that one-third of 
dual-eligibility can be explained by little more than the relative generosity of state eligibility 
requirements, and that hospitals in states with parsimonious standards will continue to be 
disproportionately impacted by the HRRP.  As noted by recent research (Bernheim, et al. 2016), 
the simple inclusion of dual-eligibility status in the fixed-effects side of the CMS HRRP models, 
when weighed against 30 or more clinical factors, is unlikely to induce significant equity shifts 
for safety net hospitals despite having larger observed effects than many of the included clinical 
comorbidities.  The Secretary, working with ASPE and NAM should strongly consider the 
inclusion of additional social factors, such as small-area deprivation indices (e.g., Kind, et al. 
2014), that are known to be deterministic of adverse outcomes, but fall outside of providers’ 
scope of mediation under existing reimbursement parameters.  
 
Taken as a whole, MHA is very encouraged by the shift in HRRP policy toward accounting for 
the role of social determinants in readmission performance assessments.  
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APPLICATION OF SOCIODEMOGRAPHIC STATUS WITHIN THE HOSPITAL 
ACQUIRED CONDITION REDUCTION PROGRAM 
 
MHA is similarly encouraged by CMS’ exploration of the role of social determinants in the 
Hospital-Acquired Condition Reduction Program.  While we are unaware of significant evidence 
needed to make specific recommendations and risk-adjustment model specifications, we do note 
that the Assistant Secretary for Planning and Evaluation’s December 2016 report to Congress 
offers background evidence for the appropriateness of CMS’ continued investigation into this 
issue, alongside several thoughtful strategies and policy considerations.  
 
While the deterministic effects of social risk in HACs is less widely-understood than the role of 
clinical comorbidities such as diabetes and malnutrition, the ASPE report cites several studies 
presenting a linkage between selected HACs and social determinants.  One study found a 
significantly larger risk of HACs in stroke patients with Medicaid, within and between providers. 
The ASPE study also notes the causal pathways of social determinants and clinical risk factors 
with well-known relationships with HACs.  In other cases, direct relationships between certain 
HACs and social factors such as poverty and limited English proficiency have been observed.  
Overall, the NAM study conducted on behalf of ASPE found that patient- and hospital-level 
characteristics influenced the majority of HACs independently, suggesting that additional 
exploration of the issue of risk adjustment is warranted. CMS should simultaneously assess the 
effects of surveillance bias, particularly in the PSI-90 composite measure, during the course of its 
evaluation (Rajaram, et al. 2015).   
 
POSTING OF PLANS OF CORRECTION FOR HOSPITALS 
 
MHA does not support the public posting of surveys and resulting plans of correction for 
hospitals surveyed by an accrediting organization.  We contend neither the surveys conducted by 
CMS nor the AO surveys should be publicly available.  The survey reports are written on a 
health care professional level, not on a level that could be understood by the average consumer.  
These surveys only reveal negative findings in institutions performing upwards of thousands of 
interactions per day.  CMS directs its surveyors to focus on punitive action without education or 
statistically significant guardrails that reflect the incidence or prevalence of positive and negative 
findings.  In addition, while AO criteria are approved by CMS, the AO methodologies for survey 
and reporting results are not reflective of the CMS model.  There are reasonable arguments that 
the AOs have a more advanced and progressive survey methodology.  For example, the newly 
adopted S.A.F.E.R. matrix scoring methodology used by The Joint Commission takes into 
account multiple factors when determining the severity of the deficiency and provides an 
explanation to the facility as to why something is marked the way it is.  Perhaps consideration 
should be given to a system whereby AOs are the only surveying agencies and serve as the 
contracted entities for all survey needs, including complaints.  Baseline hospital surveys would 
be contracted by the AO with no cost to the hospital.  This would surely be an efficiency model 
for CMS given the staffing required to interpret COP’s, resolve disputes, etc.  The redundancy 
between state, CMS and AO surveys is cumbersome.  Complaints could be investigated by 
health departments so as to be restricted solely to the complaint at issue.  If additional survey 
assistance is needed, the AO would be involved.  CMS, the SA and AO would determine 
necessary action. 
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Public posting, in absence of confirmed closure, is a punitive process.  Termination notices 
should not be placed in local papers or other venues unless the hospitals’ doors are being 
permanently shut without further opportunity for appeal.  In Missouri, we have hospitals that are 
among the best in the nation for care outcomes and are routinely being placed on termination 
tracks.  The surveyors will come for re-evaluation and find a different issue to keep the 
organization on the revolving wheel of termination.  MHA and its member hospitals are 
exhausted with the time and resources devoted to trying to mitigate the seemingly perpetual 
termination notices and their negative effects.  
 
INPATIENT QUALITY REPORTING 
 
MHA supports CMS’ proposed changes to decrease the required reporting periods for clinical 
quality measures as well as limit the number of electronic Clinical Quality Measures when 
certain items are met, revise the pain assessment on the hospital consumer assessment of health 
care providers and systems survey and modify the risk-standardized mortality rate measure to 
include stroke severity codes.  MHA also supports the proposed change to limit the eCQMs 
requirement to six measures that align with other selected clinical quality measures.  This 
appears to be a better mechanism to provide time for organizations to master eCQM submission 
and be able to compare like data to validate processes.  MHA is however concerned that several 
of the proposed changes will result in misalignment of CMS’strategic goals.  It is difficult to 
understand why eligible professionals working in ASCs would be exempted from payment 
adjustments.  Those professionals have the ability to impact outcomes when services are 
provided in the inpatient setting.  MHA also does not support the use of medication continuance 
following inpatient psychiatric discharge as a measure of quality within the Inpatient Psychiatric 
Facility Quality Reporting program.  Regarding proposed changes to the IQR program, MHA 
asserts that it is not prudent to support a revision of the pain questions until the questions are 
MAP/NQF approved. 
 
96 HOUR RULE CERTIFICATION REQUIREMENT 
 
MHA supports CMS’ proposal to make medical record review for compliance with the 96 hour 
certification requirement a low priority.  This proposed rule will provide some limited relief from 
the administrative burden of the existing requirement.  
 
LONG-TERM CARE HOSPITAL COMMENTS 
 
MHA appreciates and supports CMS’ proposal to implement a moratorium on the full 
implementation of the 25 percent rule to allow the agency adequate time to assess if the policy 
concerns underlying the rule have been moderated.   
 
CMS has proposed to exclude Medicare Advantage and site-neutral cases from the calculation of 
average length of stay for all LTCHs.  We support this proposal to standardize the cases included 
in the calculations for all LTCHs. 
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Finally, MHA supports the proposal to revise the hospital within a hospital (HwH) regulations 
regarding the requirements for separateness and control to apply only to IPPS-excluded HwHs 
that are co-located with IPPS hospitals.  This revision recognizes the changes that are occurring 
in health care, especially in transitions of care, and will allow providers greater flexibility in 
organizing patient care. 
 
Sincerely, 
 
 
 
Daniel Landon 
Senior Vice President of Governmental Relations 
 
dl/djb 


