
 
 

 

May 24, 2017 

 

 

Seema Verma, Administrator 

Centers for Medicare & Medicaid Services 

U. S. Department of Health & Human Services 

Attention: CMS-1677-P 

P.O. Box 8011 

Baltimore, MD  21244-1850 
 

Re: Transition to Worksheet S-10 for Medicare Disproportionate Share Hospital Payments in 

CMS Medicare IPPS Proposed Rule (CMS-1677-P) 
 

Dear Administrator Verma: 
 

On behalf of its 145 hospital members, the Missouri Hospital Association offers the following 

comments in response to the Centers for Medicare & Medicaid Services’ proposed rule regarding a 

transition to use cost report Worksheet S-10 to distribute the Medicare disproportionate share 

uncompensated care pool.   
 

Last year, CMS proposed this transition in the Medicare Inpatient Prospective Payment System 

regulations for fiscal year 2017.  Opponents of the proposed transition asserted, and continue to 

assert, that Worksheet S-10 is not a reliable and accurate reflection of uncompensated care cost, 

voicing concerns about the lack of data consistency.  In response to those comments in 2016, CMS 

opted to delay the transition to a nonspecific date, not later than FY 2021. 
 

CMS’ action left the current methodology in place.  This is particularly troubling for Missouri’s 

urban and rural hospitals that treat large numbers of uninsured patients in their emergency 

departments.  We assume this also is true in other states.  It distributes the bulk of Medicare DSH 

payments based on the amount of inpatient care a hospital delivers to Medicaid patients and 

recipients of Supplemental Security Income payments.  The flaws of the current method of 

distributing uncompensated care payments based on Medicaid days and SSI data have been 

highlighted by MedPAC, CMS contractors and CMS itself.  A December 2016 article in Health 

Affairs (Stensland, et al.) commented that “the current uncompensated care payments are not directly 

tied to the true uncompensated care” and “in fact, when a hospital admits a charity care case for one 

day, overall Medicare payments go down by a small amount because of reductions in Medicare DSH 

payments…”  The authors estimated that for every uncompensated care patient a hospital treats, 

Medicare payments on average will be reduced by $20.   
 

Hospitals’ Medicare DSH payments should compensate them based on their delivery of care to the 

uninsured rather than a proxy that is poorly correlated with uninsured care.  Also, the current formula 

distributes the payments contrary to their intended purpose.  It also benefits hospitals in states that 

expanded Medicaid eligibility at the expense of hospitals in states that did not expand. 
 

 In nonexpansion states, those who would have been covered by Medicaid continue to arrive 

uninsured at the hospital doors.  Hospitals in those states bear a greater uncompensated care 

burden — the problem DSH payments are designed to offset — yet they incur a reduction in the 



Centers for Medicare & Medicaid Services 

May 24, 2017 

Page 2 

 

 
DSH pool based on the national decline in the uninsured rate.  That decline largely reflects the 

experience of the expansion states.   
 

 Hospitals in nonexpansion states are penalized a second time when their Medicaid inpatient 

utilization rates used to distribute the Medicare DSH funds remain relatively flat compared to the 

increasing rates of hospitals in expansion states.  
 

Incorporating Medicaid payment shortfalls into the Worksheet S-10 formula would further 

exacerbate the inequitable treatment of hospitals in nonexpansion states.  Those hospitals have fewer 

Medicaid patients and Medicaid payment shortfalls. 
 

The transition to S-10 is budget neutral.  MHA recognizes that some hospitals treating higher 

numbers of Medicaid and SSI inpatients and fewer uninsured patients could see lower payments. 

Fortunately, as proposed, the uninsured pool would be increased by $1 billion for FY 2018.  This 

increase will mitigate the financial impact of transitioning to S-10 data.  The proposed three-year 

transition also will help soften the effect and allow time for hospitals to prepare for the full transition.  

CMS also is proposing to use cost reporting year 2014 along with a two-year average of Medicaid 

days and SSI data.  Since states that expanded Medicaid eligibility did so effective 2014, 

transitioning to S-10 makes sense, and the timing could not be better to begin this process.  
 

Although some continue to argue further refinement of Worksheet S-10 is needed, MHA is 

concerned that the quest for perfection will impede improvement.  CMS points to a previously 

released analysis performed by the consulting firm Dodson DaVanzo.  The analysis found a strong 

correlation between S-10 reported information and the information provided on 990 forms.  CMS has 

been monitoring the reliability of the Worksheet S-10 data compared to the 990 over time, with 

extended analysis since last year’s final rule.  The new analysis expanded the number of years 

studied, leading CMS to recommend that, “this correlation continues to increase over time and leads 

us to believe that we have reached a tipping point with respect to the use of the Worksheet S-10 

data”.  In a separate evaluation, MedPAC found a similarly high degree of correlation between S-10 

and audited uncompensated care data.   
 

MHA agrees that CMS should continue to refine the instructions for the use of S-10.  One option 

could be for CMS to convene a group of cost report experts to help advise the agency on possible 

refinements of and instructions for Worksheet S-10.  However, if CMS waits until the S-10 has been 

perfected, the transition will never take place.  Examples exist throughout the Medicare inpatient PPS 

in which payments are being made based on the best available information.  Despite years of 

refining, Medicare has yet to achieve perfection in the Medicare cost report data.  MHA has long 

supported a transition to Worksheet S-10 to determine uncompensated care cost in distributing 

Medicare DSH payments.  MHA was disappointed that in last year’s final rule, CMS decided to 

delay the implementation to no later than 2021.  MHA urges CMS to finalize its proposal to begin a 

transition to Worksheet S-10 beginning in FY 2018. 
 

Sincerely, 

 

 

 

Daniel Landon 

Senior Vice President of Governmental Relations 
 

dl/djb 


