
 
 
 
 
June 14, 2016 
 
 
Andrew M. Slavitt 
Acting Administrator  
Centers for Medicare & Medicaid Services 
U.S. Department of Health & Human Services 
200 Independence Avenue, SW, Room 314G 
Washington, DC  20201-0007 
 
Re: Medicare Program; Hospital Inpatient Prospective Payment Systems for Acute Care 

Hospitals and the Long-Term Care Hospital Prospective Payment System Policy Changes 
and Fiscal Year 2017 Rates; Quality Reporting Requirements for Specific Providers; 
Graduate Medical Education; Hospital Notification Procedures Applicable to Beneficiaries 
Receiving Observation Services; and Technical Changes Relating to Costs to Organizations 
and Medicare Cost Reports (CMS-1655-P) 

 
Dear Acting Administrator Slavitt: 
 
On behalf of our member hospitals and health systems in Missouri, the Missouri Hospital 
Association offers the following comments regarding the Centers for Medicare & Medicaid 
Services’ hospital inpatient prospective payment system and long-term care hospital prospective 
payment proposed rule for fiscal year 2017.  
 
NATIONWIDE RURAL FLOOR BUDGET NEUTRALITY ADJUSTMENT 
 
MHA continues to oppose the continued application of a nationwide rural floor budget neutrality 
adjustment as described in the proposed rule.  However, MHA recognizes that the impetus for 
the policy is a federal statute, not regulation.  A one-sentence section of law enacted in the 
Patient Protection and Affordable Care Act of 2010 established a policy of national budget 
neutrality for Medicare wage index changes.  Coupled with the orchestrated conversion of a 
single facility in Massachusetts — Nantucket Cottage Hospital — from a critical access hospital 
to an IPPS hospital, this law unfairly manipulates the Medicare payment system to reward 
hospitals in Massachusetts and a few other states at the expense of most other hospitals across 
the nation.   
 
CMS recognizes the problems and inequities raised by this nationwide rural floor budget 
neutrality standard.  It contradicts the agency’s stated wishes in applying Medicare wage indices.  
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 ACA distorts wage indices across the 
nation: 
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“…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).”  (emphasis added)  
 

In its proposed rule, CMS publishes the projected state-specific effect of the nationwide rural 
floor budget neutrality standard in FY 2017.  In total, the estimated amount of dollars sent to 
recipient states decreased.  This reduction is due to an error in the reporting of wage data by the 
only rural hospital in Massachusetts ― the previously mentioned Nantucket Cottage Hospital.  
Due to the error, the agency notes that Massachusetts hospitals are estimated to receive a reduced 
amount in FY 2017.  CMS estimated that Massachusetts would receive approximately a 
3.1 percent or $98.3 million increase in FY 2016.  Due to this error, the FY 2016 amount 
decreases to an estimated 0.8 percent or $25.4 million in FY 2017.  Recent reports indicate that 
the error has been appealed.  MHA recommends that CMS deny Nantucket Cottage Hospital’s 
request to change its flawed wage index data.  Hospitals have plenty of time and opportunity to 
correct their wage data through the normal review process and deadlines.  The precedent 
established by CMS willfully ignoring its own data submission standards would be troubling.  
 
MHA thanks CMS for its preparation and publication of the state-specific impact table.  MHA 
urges CMS to include in its final IPPS rule an updated state-specific analysis of the effects of 
nationwide rural floor budget neutrality.  Also, we ask that CMS build on its earlier analytical 
work by publishing tables showing the cumulative state-specific and aggregate inpatient and 
outpatient payment distortions produced by nationwide rural floor benefit neutrality.  Finally, we 
recommend publication of the estimated 10-year state-specific effects of continuing the current 
policy. 
 
The adverse consequences of nationwide rural floor budget neutrality have been recognized and 
commented upon by CMS, the Medicare Payment Advisory Commission and many others over 
the past several years.  That the policy continues into a fifth year is disconcerting at best.  Until 
this policy is corrected, the Medicare wage index system cannot possibly accomplish its 
objective of ensuring that payments for the wage component of labor accurately reflect actual 
wage costs. 
 
MEDICARE DISPROPORTIONATE SHARE PAYMENTS 
 
CMS is proposing to use three years of Medicare SSI and Medicaid days used to distribute the 
uncompensated care portion of the Medicaid DSH funds.  CMS believes that the use of multiple 
years will provide a smoothing effect.  CMS further proposes to transition to the use of the 
Medicare cost report worksheet S-10 data as a means to distribute the uncompensated care pool 
in future years.  MHA encourages CMS to continue the tightening of guidelines in reporting 
uncompensated care charges and cost in order to ensure the distribution of funds accurately 
reflects uncompensated care.  One example is to capture the value of discounts provided by 
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hospitals for the uninsured.  MHA further recommends that CMS incorporate the “double trim” 
methodology which will remove some of the large variance outliers from artificially influencing 
the distribution percentages.  MHA urges CMS to finalize a transition to the use of S-10 as the 
means to distribute uncompensated care pool payments.  The transitional period advanced in the 
proposed rule seems appropriate.  While attaining high levels of accuracy and uniformity of data 
reported under worksheet S-10 is a laudable goal, it is important to note that the present 
methodology is itself significantly inaccurate as a measure of uncompensated care.  Delaying the 
transition pending ideal S-10 data perpetuates the current inaccuracies and inequities.   
 
HOSPITAL-ACQUIRED CONDITIONS 
 
When volume is low enough, measures within the HAC program are excluded.  In some cases, a 
single measure can determine whether a hospital will incur the HAC penalty.  CMS 
acknowledges that this can result in an uneven playing field for hospitals with data in only 
domain 1 (PSI-90).  CMS proposes to transition to the use of a “z-score” methodology.  
CMS states that the use of z-scores will improve the alignment between domains 1 and 2, which 
“creates a more level playing field.”  MHA supports the transition to a z-score methodology so 
hospitals are not artificially penalized for lower volume.  This transition also promotes a better 
statistical methodology as opposed to lumping facilities into deciles. 
 
MHA supports the CMS proposal to adopt the Agency for Healthcare Research and Quality 
modified PSI-90 measure.  MHA also encourages CMS to further scrutinize and modify the 
PSI-90 measure.  Its statistical reliability has been questioned, as the measure is significantly 
affected by coding classifications and guidelines, documentation requirements and clinical 
definitions, rather than realized outcomes.   
 
MHA acknowledges the structure of the HAC penalty is established by statute.  However, MHA 
continues to disagree with the current methodology of designing a pay-for-performance program 
that is binary, meaning a hospital incurs the full penalty or no penalty based on a percentile 
ranking.  This penalty cliff results in two very close performing facilities receiving very different 
outcomes, with one receiving the full penalty and the other receiving none.  MHA recommends 
that CMS work with Congress to amend the law to create a phased-in or sliding-scale penalty, 
similar to that used in the readmission reduction program. 
 
OBSERVATION NOTIFICATION 
 
The NOTICE Act placed into motion a requirement for hospitals to notify patients when they are 
staying in a hospital greater than 24 hours and who are considered outpatient.  The law provided 
an effective date of August 2016.  CMS provided guidance as to how to notify the patients 
through this proposed rule.  As in the past, CMS will most likely issue final FY 2017 payment 
and policy updates in August 2016.  Due to this, hospitals will have no time to develop and 
implement their observation notification processes.  MHA recommends that CMS provide a 
transition period for hospitals to implement the standards established by the final rule.   
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MHA recommends that the transition period end at the time the FFY 2017 payment updates 
occur — October 1, 2016.  MHA applauds CMS’ efforts to develop the Medicare outpatient 
observation notice, which will clarify regulatory expectations.   
 
2-MIDNIGHT 0.2 PERCENT REDUCTION 
 
MHA supports the reversal of the 0.2 percentage point reduction imposed for FFYs 2014-2016.  
In the future, CMS should respond to and ask for input whenever applying marketbasket 
adjustments due to CMS policy changes and updates.  The 0.2 percentage point reduction to pay 
for the implementation of the 2-midnight rule was not warranted. 
 
CRITICAL ACCESS HOSPITALS 
 
The Missouri Hospital Association supports the Centers for Medicare & Medicaid Services’ 
efforts to implement the Frontier Communities Health Integration Project Demonstration to 
develop and test new models for delivery and integrating the continuum of care in frontier 
communities.  This project only is available to critical access hospitals located in the frontier 
states of Alaska, Montana, Nevada, North Dakota and Wyoming.  The project is required to be 
budget neutral, with expected savings from reduced admissions and transfers to other providers 
funding enhanced payments for telemedicine, nursing facility, ambulance and home health 
services.  
 
CMS states in the proposed rule that as a contingency to ensure budget neutrality, any 
expenditures not sufficiently offset by savings elsewhere will be recouped through a reduction in 
Medicare payments to all CAHs nationwide.  MHA disagrees with CMS’ assumption that it 
would be appropriate to decrease payments to all CAHs in the event the FCHIP Demonstration 
fails to realize expected savings over expenditures. 
 
CAHs already receive Medicare payments less than the costs of providing care due to the effects 
of sequestration.  Further reducing Medicare payments to CAHs would jeopardize their ability to 
provide local care to the communities they serve.  Only CAHs in frontier states are eligible to 
participate in the FCHIP Demonstration.  Thus, CAHs located outside of these five states are 
ineligible to receive any benefit from the program.  In 2015, nearly 95,000 Missouri Medicare 
beneficiaries utilized services from their local CAH.  Penalizing Missouri’s CAHs that have no 
ability to influence the spending in the demonstration project is inappropriate, unfair and 
threatens local access, not only for Missouri Medicare beneficiaries that rely on their local CAH 
for care, but for all rural residents who seek services close to home. 
 
LONG-TERM CARE HOSPITALS 
 
MHA is concerned about the full implementation of the LTCH “25 percent rule” to include 
site-neutral cases.  MHA is opposed to this implementation for two reasons. 
 
 Site-neutral payment will reimburse LTCHs at IPPS comparable rates for cases that do not 

meet LTCH criteria.  Including site-neutral cases in the calculation to determine an LTCH’s 
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compliance with the 25 percent rule also puts at risk reimbursement for cases that meet 
LTCH criteria. 

 
 Limiting access purely on the basis of source of referral is contrary to CMS’ current models 

of innovation.  Innovative models of care and reimbursement will require providers at all 
levels of the continuum of care to collaborate for the good of the patient.  Beneficiaries 
attributed to accountable care organizations, organizations participating in bundled payment 
initiatives and developers of narrow networks should have access to the most appropriate 
venues of care available.  Limiting access to LTCH services, based purely on the origin of 
the referral, and disregarding medical necessity is bad policy.   

 
MHA suggests that cases subject to site-neutral payment and cases involving beneficiaries 
covered under any of CMS’ innovation models be excluded from the calculation of complying 
with the 25 percent rule.  The intent of legislation to limit higher LTC-PPS payments to those 
cases meeting LTCH criteria will be preserved.  Cases not meeting criteria still would be 
reimbursed at the site-neutral rate, but beneficiary access would be enhanced by relief of the 
threat of reduced payments for cases meeting LTC-PPS criteria.  
 
OVERALL INPATIENT QUALITY REPORTING  
 
While MHA appreciates CMS’ intent to align the electronically-specified clinical quality 
measures within the Hospital IQR Program with the Medicare and Medicaid EHR Incentive 
program, we believe the data requirements, such as submission of four quarters’ worth of data, 
are too burdensome.  Many of our member hospitals are not fully implemented in their electronic 
records and therefore would incur a penalty.  
 
Speaking specifically to the potential inclusion of the National Healthcare Safety Network 
Antimicrobial Use Measure, MHA supports inclusion of this measure.  However, it encourages 
CMS to specify the measure as an electronically-specified clinical quality measure.  The data 
must be electronically abstracted from an electronic medication administration record and 
therefore cannot be chart-abstracted.  
 
Sincerely, 
 
 
 
Daniel Landon 
Senior Vice President of Governmental Relations 
 
dl/djb 
 


