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Description


CMS proposes FY 2014 Medicare IPPS update: An analysis and commentary on federal health care issues



Prepared by: Tony Cawiezell, Principal, McGladrey LLP 563.888.4027, [email protected] Larry Goldberg, National Health Care Policy Advisor, McGladrey LLP May 2013 The Centers for Medicare and Medicaid Services (CMS) have released a proposed rule to update both the Hospital Inpatient Prospective Payment System (IPPS) and the Long Term Care Hospital (LTCH) Prospective Payment System for fiscal year (FY) 2014. The document is currently on public display at the Federal Register office and was published on May 10. A copy is available at: http://www.gpo.gov/fdsys/pkg/FR-2013-05-10/pdf/2013-10234.pdf. A 60-day comment period ending June 25 is provided. The IPPS tables are available only through the Internet at: http://www.cms.hhs.gov/Medicare/medicare-Feefor-Service-Payment/AcuteInpatientPPS/index.html. Click on the link on the left side of the screen titled, “FY 2014 IPPS Proposed Rule Home Page” or “Acute Inpatient—Files for Download.” The LTCH PPS tables are available at: http://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/ LongTermCareHospitalPPS/LTCHPPS-Regulations-and-Notices-Items/LTCH-PPS-CMS-1599-P.html?DLPage=1&D LSort=3&DLSortDir=descending.



Comment The rule is long and appears to become longer every year. The number of issues continues to grow, too, with many having significant financial consequences, such as readmissions and the hospital value-based purchasing program. CMS has tried to explain its rationale for the changes it is proposing. The rationale is sometimes exceedingly deep before the proposed change is specified. In the future, it could prove more helpful if CMS indicated the changes it is proposing upfront, followed by its rationale. While this analysis is lengthy, there are many facets that have not been covered. All involved with financial, quality and related matters need to carefully review the rule itself to ensure compliance and understanding of the issues at hand. As noted further below, CMS indicates a projected increase of only $27 million in overall IPPS payments in FY2014. There are many proposed reductions, in addition to the multiyear productivity and Affordable Care Act



(ACA) requirements. Reductions to readmissions, the hospital-based value purchasing system, one-day stays and the MS-DRG weights all need careful attention. Then there are the documentation and coding reductions that will recoup $11 billion over four years. If sequestration is in effect next year, many hospitals could incur significant Medicare payment losses.



Summary of the major provisions Changes to payment rates under IPPS According to CMS, the proposed rule would increase IPPS operating payment rates by 0.8 percent. This reflects a hospital market basket of 2.5 percent, adjusted by -0.4 percentage points for the multifactor productivity, and an additional adjustment of -0.3 percentage points, in accordance with the ACA; the rate is further decreased by 0.8 percent for a proposed documentation and coding recoupment adjustment required by the American Tax Relief Act of 2012 (ATRA), and by a 0.2 percent proposed adjustment to offset the cost of the proposal on inpatient admission and medical review criteria for hospital inpatient services. However, there are more adjustments that would lower the update factor further (see specifics under rate update details). Market basket CMS proposes to revise and rebase the hospital market basket for FY 2014. The proposed FY 2014 market basket will use FY 2010 data for the base year cost weights, in place of FY 2006 data. Wage index Medicare law requires CMS to adjust the labor-related share of the standardized amount to account for differences in area wage levels. CMS currently uses Office of Management and Budget (OMB) delineations of statistical areas to define the areas used in determining area wage levels. On February 28, 2013, OMB announced revisions to these statistical areas based on the 2010 Census. CMS explains that because there was not sufficient time to assess the geographic changes and their ramifications to the wage index adjustment and related policies prior to issuing this proposed rule, CMS will not be using these revised statistical area definitions for FY 2014, but expects to use these definitions for FY 2015. Capital CMS would establish a national capital federal rate of $432.03, up from $425.49. Outliers The outlier fixed-loss cost threshold for FY 2014 would be $24,140. The current amount is $21,821. Documentation and Coding Adjustment ATRA Section 631 requires CMS to recover $11 billion over the next four years to recoup documentation and coding overpayments for prior years. For FY 2014, CMS is proposing a negative 0.8 percent recoupment adjustment as the first step in this recovery process. CMS expects to make similar adjustments in FYs 2015, 2016 and 2017, in order to recover the full $11 billion. MS-DRG relative weight refinement In the FY 2009 and the FY 2011 IPPS final rules, CMS created new cost centers for Implantable Devices Charged to Patients, MRIs, CT scans and cardiac catheterization. In those rules, CMS stated that it would consider creating separate cost-to-charge ratios (CCRs) for the new cost centers to calculate the relative weights. CMS proposes to implement these new cost centers for FY 2014, which would increase the total number of CCRs used to calculate the FY 2014 proposed relative weights from 15 to 19. 2



Critical access hospitals (CAHs) conditions of participation To ensure continued access to inpatient services, the FY 2014 proposed IPPS rule would clarify critical access hospital Conditions of Participation (CoPs) to require that CAHs have the capacity to provide inpatient care on-site. Medicare-dependent hospital (MDH) program The ATRA extended the MDH program for one additional year, through FY 2013. The proposed rule includes the expiration of the MDH payment designation for discharges occurring on or after October 1, 2013. Low-volume hospitals The temporary changes to low-volume hospital definition and payment adjustment methodology provided for by the ACA and the ATRA for FY 2011 through FY 2013 are expiring. Consistent with the statute, CMS is proposing in FY 2014 to return to the low-volume hospital definition and payment adjustment methodology that was in place prior to FY 2011, before the temporary provisions took effect. Admission and medical review criteria for inpatient services CMS says it is clarifying its long-standing policy on how Medicare contractors review inpatient admissions for payment purposes. CMS is proposing that hospital inpatient admissions spanning at least two midnights (that is, at least more than one Medicare utilization day) will presumptively qualify as appropriate for payment under Medicare Part A. Conversely, hospital inpatient admissions spanning less than two midnights (that is, less than one Medicare utilization day) will presumptively be inappropriate for payment under Medicare Part A. This presumption may be overcome by documentation in the medical record supporting the admitting physician’s expectation that the beneficiary would need care spanning at least two midnights, and an unforeseen circumstance results in a shorter beneficiary stay than the physician’s expectation. Physicians must support their expectation, and accordingly their order for admission, through clear and complete medical documentation. Direct graduate medical education (GME) CMS proposes to revise the GME policy addressing inpatient labor and delivery days in the inpatient Medicare utilization calculation. CMS also proposes, for portions of cost reporting periods beginning on or after October 1, 2013, that a hospital may not claim full-time equivalent residents training at a critical access hospital (CAH) for indirect medical education (IME) or direct GME purposes. However, if a CAH itself incurs the costs of training the full-time equivalent residents when these residents rotate to the CAH, the CAH may receive payment based on 101 percent of those Medicare reasonable costs under the regulations. Finally, in accordance with ACA Section 5506, which redistributes residency slots from closed hospitals, CMS is notifying the public of the closure of a hospital and initiating another application and selection process to redistribute the closed hospital’s GME full-time equivalent caps. Medicare disproportionate share hospitals (DSH) ACA Section 3133 requires that instead of the amount that would otherwise be paid, hospitals will receive 25 percent of their current Medicare DSH payments beginning in FY 2014. The remaining 75 percent will be adjusted for decreases in the rate of uninsured individuals nationally, and distributed as additional payments to hospitals that receive DSH payments based on each hospital’s share of uncompensated care relative to all 3



hospitals that are estimated to receive DSH payments. CMS includes three factors required to determine the amount of these proposed new uncompensated care payments. Quality-related provisions CMS is proposing to make several changes to: (1) the quality measure set, including the removal of some measures, the refinement of some measures and the adoption of several new measures; (2) the administrative processes; and (3) the validation methodologies. Further, CMS is proposing to allow hospitals the option of reporting the measures in four measure sets electronically for the FY 2016 payment determination. New hospital-acquired condition reduction program ACA Section 3008 required CMS to establish a financial incentive for IPPS hospitals to improve patient safety, by imposing financial penalties on hospitals that perform poorly with regard to hospital-acquired conditions (HACs). HACs are conditions that patients did not have when they were admitted to the hospital, but that developed during the hospital stay. The proposed rule outlines a general framework for the HAC reduction program for the FY 2015 implementation. Hospital readmissions reduction program The hospital readmissions reduction program began on October 1, 2012. The maximum reduction under this program, which was one percent of payment amounts in FY 2013, will increase to two percent of payment amounts in FY 2014, as specified under the ACA. Counting of inpatient days for Medicare payment or eligibility purposes CMS is proposing that patient days associated with maternity patients who were admitted as inpatients and were receiving ancillary labor and delivery services at the time the inpatient routine census is taken, regardless of whether the patient actually occupied a routine bed prior to occupying an ancillary labor and delivery bed, and regardless of whether the patient occupies a “maternity suite” in which labor, delivery recovery and postpartum care all take place in the same room, would be included in the Medicare utilization calculation. Changes to the hospital Inpatient Quality Reporting (IQR) program and the Electronic Health Record (EHR) incentive program The hospital IQR program grew out of the hospital quality initiative developed by CMS, in consultation with hospital groups. By statute, hospitals that do not participate successfully in the hospital IQR program have their annual payment updates reduced by 2.0 percentage points. Since the implementation of this financial penalty, hospital participation has increased to well over 99 percent of Medicare-participating hospitals that are reimbursed under the IPPS. Measures reported under the IQR program are published on the “hospital compare” website (http://www. hospitalcompare.hhs.gov/), and may later be adopted for use in the hospital value-based program (VBP) mandated by the ACA, which affects payment rates to hospitals beginning in FY 2013. Proposals for LTCH, PPS-exempt cancer and inpatient psychiatric quality reporting programs The rule also proposes new quality reporting measures for LTCHs, PPS-exempt cancer hospitals and inpatient psychiatric facilities in 2015 and beyond. LTCH quality reporting CMS is continuing to expand the LTCH quality reporting program, and is proposing five new LTCH quality measures that would affect the FY 2017 and FY 2018 payment updates. For the FY 2017 payment determination, the proposal includes: an all-cause unplanned readmission measure for 30 days post- discharge 4



from long-term care hospitals, the CDC’s National Healthcare Safety Network (NHSN) facility-wide inpatient hospital-onset MRSA bacteremia outcome measure and the NHSN facility-wide inpatient hospital-onset Clostridium difficile infection (C-diff ) outcome measure. CMS is also proposing to apply the National Quality Forum (NQF) measure of the percent of residents experiencing one or more falls with major injury (long stay) for the FY 2018 payment determination. PPS-exempt cancer hospital quality reporting program The NPRM proposes new quality measures for the PPS-exempt cancer hospital quality-reporting program. A total of 11 PPS-exempt cancer hospitals would be covered in this program. In this rule, CMS proposes to add one new measure of surgical site infection for the FY 2015 program, and 13 new measures covering surgical processes of care, patient experience of care and oncology for the FY 2016 program. Inpatient psychiatric facility quality reporting program The ACA establishes an inpatient psychiatric facility quality reporting (IPFQR) Program. Under the IPFQR program, inpatient psychiatric facilities (IPFs) are required to submit quality data to CMS on selected quality measures. For the FY 2016 payment determination and subsequent years, CMS is proposing three new measures: alcohol use screening; alcohol and drug use status after discharge; and follow-up after hospitalization for mental illness. These measures would be added to the six measures adopted in FY 2013. CMS also proposes to request voluntary information on IPFs’ efforts to assess the patient experience of care for the FY 2016 payment determination. Submission of this information would be completely voluntary and would not in any way affect a facility’s FY 2016 payment determination. Hospital value-based purchasing (VBP) program CMS is outlining payment details for the FY 2014 hospital VBP program. In addition, CMS is proposing numerous policies for the FY 2016 hospital VBP program, including measures, performance standards and performance and baseline periods. CMS also is proposing a disaster and extraordinary circumstances waiver process, domain reclassification and weighting based on CMS’ national quality strategy for the FY 2017 hospital VBP program, and certain measures, performance and baseline periods and performance standards for the FY 2017 through FY 2019 programs.



Policies affecting long-term care hospitals Changes to payment rates under the LTCH PPS CMS projects that LTCH PPS payments would increase by 1.1 percent, or approximately $62 million, in FY 2014. This estimated increase is attributable to several factors, including the proposed update of 1.8 percent for LTCHs that submitted quality data (based on a market basket update of 2.5 percent reduced by a multifactor productivity adjustment of 0.4 percentage points and an additional 0.3 percentage points reduction in accordance with the ACA); a “one-time” budget neutrality adjustment to standard federal rate of approximately -1.3 percent under the second year of a three-year phase-in; and projected increases in estimated high-cost outlier payments, as compared to FY 2013. Twenty-five percent patient threshold rule Under the 25 percent patient threshold policy, if an LTCH admits more than 25 percent of its patients from a single acute care hospital, Medicare will pay it at a rate comparable to IPPS hospitals for those patients above the 25 percent threshold. A statutory moratorium on application of the 25 percent rule was in place from December 2007 through December 2012. CMS extended the moratorium for FY 2013, but would allow the policy to go into effect in FY 2014. 5



Chronically ill/medically complex criteria In the FY 2014 proposed rule, CMS includes a discussion of recent research on the development of empirically derived criteria for the identification of the chronically critically ill/medically complex (CCI/MC) population, presently treated in general acute care hospitals and in LTCHs. The CCI/MC population identified by the project has been shown to have intensive service needs, high costs and negative margins in IPPS hospitals. Additionally, they typically have a predictable and consistent need for extended hospital-level care that can be met either from continued stays in the initial IPPS hospital in a step-down unit or from transfer to an LTCH. At this time, CMS is soliciting feedback on this research study and its findings, with the expectation of formulating policy proposals for FY 2015.



Section-by-section analysis of major items Standardized payment rates According to CMS, the proposed rule would increase IPPS operating payment rates by 0.8 percent. This reflects a hospital market basket of 2.5 percent adjusted by -0.4 percentage points for the multifactor productivity; an additional adjustment of -0.3 percentage points, in accordance with the ACA; further decreased by 0.8 percent for a proposed documentation and coding recoupment adjustment required by the ATRA and by a 0.2 percent proposed adjustment to offset the cost of a proposed inpatient admission and medical review criteria for hospital inpatient services [2.5 -0.4 -0.3 -0.8 -0.2 = 0.8] for hospitals submitting quality data requirements. For hospitals not reporting such data, the update is reduced further by 2.0 percent, for a net update of minus 1.2 percent. Based on a rebasing of market basket rates from FY 2006 data to FY 2010 data, the labor-related percentage portions of the rates would change. The labor-related portion for areas with wage indexes greater than 1.0000 would increase from 68.8 percent to 69.6 percent. Areas with wage index values equal to or less than 1.000 would remain at 62.0 percent by law. Caution—The rules tables 1A and 1B (presented below) say the proposed FY 2014 rates would have an update factor of 1.8 percent, and not the 0.8 percent noted above. The 1.8 percent amount is the market basket update of 2.5 percent, less the 0.4 percent multifactor productivity, and the additional adjustment of -0.3 percentage points, in accordance with the ACA. See the comparison table below that reflects additional adjustments being made by CMS and arrives at the amounts in the tables below.



National adjusted operating standardized amounts (69.6 percent labor share/30.4 percent non-labor, if wage index is greater than 1.0000) Full Update (1.8 percent)



Reduced Update (minus 0.2 percent)



Labor-related



Non-labor-related



Labor-related



Non-labor-related



$3,741.72



$1,634.32



$3,668.21



$1,602.21



Rates Currently in Effect Full Update



Reduced Update



Labor-related



Non-labor-related



Labor-related



Non-labor-related



$3,679.95



$1,668.81



$3,607.65



$1,636.02
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National adjusted operating standardized amounts (62 percent labor share; 38 percent non-labor share, if wage index is less than or equal to 1.0000) Full Update (1.8 percent)



Reduced Update (-0.2 percent)



Labor-related



Non-labor-related



Labor-related



Non-labor-related



$3,333.14



$2,042.90



$3,267.66



$2,002.76



Rates Currently in Effect Full Update



Reduced Update



Labor-related



Non-labor-related



Labor-related



Non-labor-related



$3,316.23



$2,032.53



$3,251.08



$1,992.59



Additional adjustments CMS is also making the following adjustments to standardized payment amounts: yy An adjustment to the standardized amount to ensure budget neutrality for DRG recalibration and reclassification, as provided for under section 1886(d)(4)(C)(iii) of the Act. yy An adjustment to ensure the wage index changes are budget neutral, as provided for under section 1886(d)(3)(E)(i) of the Act. yy An adjustment to ensure the effects of geographic reclassification are budget neutral, as provided for under section 1886(d)(8)(D) of the Act, by removing the FY 2013 budget neutrality factor and applying a revised factor. yy An adjustment to ensure the effects of the rural community hospital demonstration program are budget neutral, as required under section 410A(c)(2) of Pub. L. 108-173. yy An adjustment to remove the FY 2013 outlier offset and apply an offset for FY 2014, as provided for under section 1886(d)(3)(B) of the Act. yy A proposed recoupment to meet the requirements of section 631 of ATRA to adjust the standardized amount to offset the estimated amount of the increase in aggregate payments as a result of not completing the prospective adjustment authorized under section 7(b)(1)(A) of Pub. L. 110-90 until FY 2013. yy A proposed adjustment to offset the cost of the policy proposal on admission and medical review criteria for hospital inpatient services under Medicare Part A. Documentation and coding ATRA Section 631 amended section 7(b)(1)(B) of Pub. L. 110-90 to require the secretary to make a recoupment adjustment totaling $11 billion by FY 2017. CMS actuaries estimate that if CMS were to fully account for the $11 billion recoupment in FY 2014, a one-time -9.3 percent adjustment to the standardized amount would be necessary. CMS is proposing a -0.8 percent recoupment adjustment to the standardized amount in FY 2014. CMS estimates that “this level of adjustment will recover up to $0.96 billion in FY 2014, with at least $10.04 billion remaining to be recovered by FY 2017. If adjustments of approximately -0.8 percent are implemented in FYs 2014, 2015, 2016, and 2017, using standard inflation factors, the agency estimates that the entire $11 billion will be accounted for by the end of the statutory 4-year timeline.”
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Comment If removing 0.8 percent in FY 2014 amounts to approximately $1 billion, it would appear that the 0.8 reduction would have to be cumulative over the 4 years. In other words, it would have to remove at least $2 billion in FY 2015, $3 billion in FY 2016 and $4 billion in FY 2017. Even at that rate, the amount of recoupment would still be $1 billion short. How CMS has reduced the standardized payment amounts for documentation and coding over the years has never been explained in a concise way, but the 0.8 percent adjustment amount will most likely be a cumulative factor over the next years; i.e., 2014 =0.992 (1.0 - 0.008); 2015= 0.992 X 0.992=0.9846; 2016 = 0.984 X 0.992 = 0.976, etc. Medicare-dependent hospitals CMS notes that ATRA Section 606 extended the MDH program from the end of FY 2012 (that is, for discharges occurring before October 1, 2012) to the end of FY 2013 (that is, for discharges occurring before October 1, 2013). Under prior law, the MDH program was to be in effect through the end of FY 2012 only. Absent additional legislation further extending the MDH program, the MDH program will expire for discharges beginning in FY 2014. Therefore, due to the expiration of the MDH program beginning with FY 2014, CMS is not including hospitals that are currently MDHs (until October 1, 2013) in the update of the hospital-specificrates for FY 2014. Outlier payments CMS is proposing an outlier fixed-loss cost threshold for FY 2014 equal to the prospective payment rate for the DRG, plus any IME and DSH payments, and any add-on payments for new technology, plus $24,140. The current amount is $21,821. CMS currently estimates that actual outlier payments for FY 2013 will be approximately 5.17 percent of actual total MS-DRG payments, approximately 0.1 percentage points higher than the 5.1 percent projected when setting the outlier policies for FY 2013. Comparison table CMS provides the following table to show how it has arrived at its proposed FY 2014 standardized amounts. The table contains the budget neutrality adjustment factors.
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Comparison of FY 2013 standardized amounts to the proposed FY 2014 standardized amount with full and reduced update Full Update (1.8 percent)



Full Update (1.8 Percent)



Wage Index is greater than 1.0000; Labor/NonLabor Share Percentage (69.6/30.4)



Wage index is less than or equal to 1.0000; Labor/NonLabor Share Percentage (62/38)



FY 2013 base rate after removing: 1. FY 2013 geographic reclassification budget neutrality (0.991276) 2. FY 2013 rural community hospital demonstration program budget neutrality (0.999677) 3. Cumulative FY 2008, FY 2009, FY 2012, FY 2013 documentation and coding adjustment as required under Sections 7(b)(1)(A) and 7(b)(1)(B) of Pub. L. 110-90 (0.9478) 4. FY 2013 operating outlier offset (0.948999)



Labor: $4,176.63 Non-labor: $1,824.27



Proposed FY 2014 update factor



Reduced Update (-02 percent) Wage index is greater than 1.0000; Labor/NonLabor Share Percentage (69.6/30.4)



Reduced Update (-02 percent) Wage index is less than or equal to 1.0000; Labor/NonLabor Share Percentage (62/38)



Labor: $3,720.56 Non-labor: $2,280.34



Labor: $4,176.63 Non-labor: $1,824.27



Labor: $3,720.56 Non-labor: $2,280.34



1.018



1.018



0.998



0.998



Proposed FY 2014 MS-DRG recalibration and wage index budget neutrality factor



0.99735



0.99735



0.99735



0.99735



Proposed FY 2014 reclassification budget neutrality factor



0.990971



0.990971



0.990971



0.990971



Proposed FY 2014 rural community demonstration program budget neutrality factor



0.999834



0.999834



0.999834



0.999834



Proposed FY 2014 operating outlier factor



0.948997



0.948997



0.948997



0.948997



Proposed adjustment to offset the cost of the policy proposal on admission and medical review criteria for hospital inpatient services under Medicare Part A



0.998



0.998



0.998



0.998



Cumulative factor: FY 2008, FY 2009, FY 2012 and FY 2013 documentation and coding adjustment, as required under Sections 7(b)(1)(A) and 7(b)(1)(B) of Pub. L. 110-90, and proposed documentation and coding recoupment adjustment, as required under Section 631 of the American Taxpayer Relief Act of 2012



0.9403



0.9403



0.9403



0.9403



Proposed national standardized amount for FY 2014



Labor: $3,741.72



Labor: $3,333.14



Labor: $3,668.21



Labor: $3,267.66



Non-labor: $1,634.32



Non-labor: $2,042.90



Non-labor: $1,602.21



Non-labor: $2,002.76
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Changes for inpatient capital-related costs for FY 2014 CMS would establish a national capital federal rate of $425.49 for FY 2014. The capital federal rate is calculated as follows:



Comparison of factors and adjustments: FY 2013 capital federal rate and proposed FY 2014 capital federal rate Final FY 2013 Update factor1 GAF/DRG adjustment factor



Change



Percent change



1.009



1.009



0.9



0.9998



0.9988



0.9988



-0.12



0.9362



0.9451



1.0095



0.95



N/A



0.998



0.998



-0.2



$425.49



$432.03



1.0154



1.54



1



Outlier adjustment factor



Proposed FY 2013



1.012



2



Adjustment for admission and medical review criteria3 Capital federal rate



The update factor and the GAF/DRG budget neutrality adjustment factors are built permanently into the capital federal rates. Thus, for example, the incremental change from FY 2013 to FY 2014 resulting from the application of the proposed 0.9988 GAF/DRG budget neutrality adjustment factor for FY 2014 is a net change of 0.9988 (or -0.12 percent). 1



2 The outlier reduction factor is not built permanently into the capital federal rate; that is, the factor is not applied cumulatively in determining the capital federal rate. Thus, for example, the net change resulting from the application of the proposed FY 2014 outlier adjustment factor is 0.9451/0.9362, or 1.0095 (or 0.95 percent). 3 The proposed adjustment to account for the estimated additional IPPS expenditures that are projected to result from CMS’ policy proposal on admission and medical review criteria for hospital inpatient services under Medicare Part A.



Changes to payment rates for excluded hospitals: Rate-of-increase percentages For cancer and children’s hospitals and RNHCIs, the proposed FY 2014 rate-of-increase percentage that would be applied to the FY 2013 target amounts, in order to determine the FY 2014 target amount, is 2.5 percent. Changes to the hospital area wage index The wage index will continue, for FY 2014, to be calculated and assigned to hospitals on the basis of the labor market area in which the hospital is located. CMS defines hospital labor market areas based on the core-based statistical areas (CBSAs). The FY 2014 wage index values are based on the data collected from the Medicare cost reports submitted by hospitals for cost reporting periods beginning in FY 2010 (the FY 2013 wage indices were based on data from cost reporting periods beginning during FY 2009). CMS notes that on February 28, 2013, OMB issued OMB Bulletin No. 13-01, which established revised delineations for metropolitan statistical areas, micropolitan statistical areas and combined statistical areas, and provides guidance on the use of the delineations of these statistical areas. A copy of this bulletin may be obtained at: http://www.whitehouse.gov/sites/default/files/omb/bulletins/2013/b-13-01.pdf. CMS says it was unable to undertake a lengthy process to adopt OMB’s revised delineations before publication of this FY 2014 proposed rule. CMS says it intends to propose changes to the wage index based on the newest CBSA changes in the FY 2015 proposed rule. 10



The proposed FY 2014 national average hourly wage (unadjusted for occupational mix) is $38.2384. Occupational mix adjustment The FY 2014 wage index is based on data collected on the new 2010 Medicare wage index occupational mix survey (Form CMS-10079 (2010)). The proposed FY 2014 occupational mix adjusted national average hourly wage is $38.2094. The proposed FY 2014 national average hourly wages for each occupational mix nursing subcategory of the occupational mix calculation are as follows: Proposed average Occupational mix nursing subcategory



hourly wage



National RN



37.432120148



National LPN and surgical technician



21.773706724



National nurse aide, orderly and attendant



15.327583858



National medical assistant



17.213605923 31.811167234



National nurse category



Hospitals with a nurse category average hourly wage greater than the national nurse category average hourly wage receive an occupational mix adjustment factor of less than 1.0. Hospitals with a nurse category average hourly wage less than the national nurse category average hourly wage receive an occupational mix adjustment factor of greater than 1.0. Application of the rural, imputed and frontier floors Rural floor ACA Section 3141 requires that a national, rather than a statewide, budget neutrality adjustment be applied in implementing the rural floor. CMS says 434 hospitals would receive an increase in their FY 2014 wage index due to the application of the rural floor. The table below shows the impact of the rural floor and imputed floor by state:



State Alabama



Number of hospitals



Number of hospitals receiving proposed rural floor or imputed floor



Percent change in payments due to application of proposed rural floor and imputed floor with budget neutrality



Difference in millions



93



3



-0.5



($7.70)



Alaska



6



4



3.3



$4.70



Arizona



57



7



-0.4



($6.70)



Arkansas



45



0



-0.5



($5.00)



California



308



178



0.9



$86.40



Colorado



46



7



0.1



$1.50



Connecticut



32



27



4.9



$75.00



Delaware



6



0



-0.6



($2.30)



Washington, D.C.



7



0



-0.5



($2.50)



Florida



168



5



-0.4



($29.60)



Georgia



107



0



-0.5



($12.30)
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State



Number of hospitals



Number of hospitals



Percent change in payments due to



receiving proposed rural



application of proposed rural floor and



floor or imputed floor



imputed floor with budget neutrality



Difference in millions



Hawaii



14



0



-0.4



($1.20)



Idaho



14



0



-0.3



($1.00)



Illinois



127



5



-0.6



($26.80)



Indiana



89



4



-0.5



($12.90)



Iowa



34



0



-0.5



($4.20)



Kansas



55



0



-0.4



($3.70)



Kentucky



65



1



-0.4



($7.60)



Louisiana



99



4



-0.5



($6.50)



Maine



20



0



-0.5



($2.40)



Massachusetts



61



60



5.6



$169.10



Michigan



95



0



-0.5



($22.10)



Minnesota



51



0



-0.5



($9.00)



Mississippi



65



1



-0.5



($5.10)



Missouri



77



0



-0.4



($10.70)



Montana



12



4



-0.1



($0.40)



Nebraska



23



0



-0.4



($2.50)



Nevada



24



19



1.6



$10.90



New Hampshire



13



9



0.8



$3.60



New Jersey



64



35



0.4



$14.80



New Mexico New York North Carolina North Dakota Ohio Oklahoma Oregon



25



0



-0.3



($1.50)



166



2



-0.6



($46.50)



87



0



-0.4



($15.20)



6



1



-0.3



($0.90)



137



3



-0.4



($17.70)



86



2



-0.4



($5.40)



33



0



-0.5



($4.50)



157



6



-0.5



($21.80)



Puerto Rico



52



13



0



$0.00



Rhode Island



11



4



0.5



$1.70



South Carolina



57



5



-0.3



($5.00)



South Dakota



19



0



-0.3



($1.00)



Tennessee



97



11



-0.3



($7.60)



Pennsylvania



Texas



322



3



-0.5



($31.90)



Utah



32



0



-0.4



($2.00)



6



0



-0.4



($0.80)



Vermont Virginia



78



1



-0.4



($10.50)



Washington



49



5



-0.2



($3.60)



West Virginia



30



3



-0.3



($2.30)



Wisconsin



66



2



-0.4



($7.30)



Wyoming



11



0



-0.1



($0.20) 12



Imputed floor The current method for computing the imputed floor benefits only New Jersey. There are 35 providers in New Jersey that will receive an increase in their FY 2013 wage index due to the imputed floor policy. For FY 2014, CMS is proposing to once again extend the imputed floor policy (both the original methodology and the alternative methodology) for one additional year, through September 30, 2014, while it continues to explore potential wage index reforms. Frontier floor Montana, North Dakota, South Dakota and Wyoming, covering 46 providers, would receive a frontier floor value of 1.0000. FY 2014 Medicare geographic classification review board (MGCRB) reclassifications There are 332 hospitals approved for wage index reclassifications by the MGCRB for FY 2014. Because MGCRB wage index reclassifications are effective for 3 years, hospitals reclassified during FY 2012 or FY 2013 are eligible to continue to be reclassified to a particular labor market area based on such prior reclassifications. There were 249 hospitals approved for wage index reclassifications in FY 2012, and 192 hospitals approved for wage index reclassifications in FY 2013. CMS says there are 773 hospitals reclassified for FY 2014. Applications for FY 2015 reclassifications are due to the MGCRB by September 3, 2013 (the first working day of September 2013). Applications and other information about MGCRB reclassifications may be obtained via the CMS Internet website at: http://cms.hhs.gov/MGCRB/02_instructions_and_applications.asp, or by calling the MGCRB at 410.786.1174. The mailing address of the MGCRB is: 2520 Lord Baltimore Drive, Suite L, Baltimore, MD 21244-2670. Hospitals may withdraw from a MGCRB decision within 45 days of the publication of the FY 2014 proposed rule. Redesignations of hospitals under Section 1886(d)(8)(B) of the Social Security Act Section 1886(d)(8)(B) of the Social Security Act requires CMS to treat a hospital located in a rural county adjacent to one or more urban areas as being located in the MSA (urban area) if certain criteria are met. Hospitals located in these counties have been known as “Lugar” hospitals, and the counties themselves are often referred to as “Lugar” counties. The FY 2014 chart with the proposed listing of the rural counties containing the hospitals designated as urban under section 1886(d)(8)(B) of the Act is available via the Internet on the CMS website. Waiving Lugar redesignation for the out-migration adjustment An eligible hospital that waives its Lugar status in order to receive the out-migration adjustment has effectively waived its deemed urban status, and thus, is rural for all purposes under the IPPS, including being considered rural for the DSH payment adjustment, effective for the fiscal year in which the hospital receives the outmigration adjustment. FY 2014 wage index adjustment based on commuting patterns of hospital employees The proposed FY 2013 out-migration adjustment is based on the same policies, procedures and computation that were used for the FY 2013 out-migration adjustment. Table 4J lists the out-migration adjustments for the proposed FY 2014 wage index. 13



Changes to Medicare severity DRG (MS-DRG) classifications and relative weights Proposed refinement of the MS-DRG relative weight calculation CMS has previously created new cost centers on the Medicare cost report for implantable devices, MRIs, CT scans and cardiac catheterization. CMS says “we see no reason to further delay proposing to implement the CCRs of each of these cost centers. Therefore, beginning in FY 2014, we are proposing to calculate the MS-DRG relative weights using 19 CCRs, creating distinct CCRs from cost report data for implantable devices, MRIs, CT scans, and cardiac catheterization.” As part of this proposed rule, in addition to providing Table 5, which lists the proposed MS-DRGs and their relative weights using 19 CCRs (http://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/ AcuteInpatientPPS/FY-2014-IPPS-Proposed-Rule-Home-Page-Items/FY-2014-Proposed-Rule-Tables-CMS1599-P.html?DLPage=1&DLSort=0&DLSortDir=ascending), CMS is providing a separate table (supplement to Table 5) that lists all MS-DRGs and their relative weights if computed using 15 CCRs. These two formats will allow readers to compare the proposal to calculate the MS-DRG relative weights using 19 CCRs, with the relative weights of MS-DRGs if computed using 15 CCRs. CMS is including in the table below the top 10 (non-labor and delivery) MS-DRGs that it predicts would experience the largest increases and decreases in relative weights if 19 CCRs would be used, as compared to 15 CCRs.



MS-DRG



Type



Title



Relative weight with 15 CCRs



Relative weights with 19 CCRs



Percentage change



MS-DRGS that would experience the largest decrease in relative weight 90



MED Concussion without CC/MCC



0.7614



0.7013



-7.90%



84



MED Traumatic stupor and coma,



0.9137



0.8516



-6.80%



0.7899



0.7369



-6.70%



1.0450



0.9800



-6.10%



0.7281



0.6845



-6.00%



MED Concussion with CC



0.9959



0.9366



-6.00%



MED Neurological eye disorder



0.7355



0.6920



-5.90%



0.9880



0.9517



-5.70%



0.9355



0.8825



-5.70%



0.8034



0.7579



-5.70%



coma >1 Hour without CC/MCC 87



MED Traumatic stupor and coma,



coma 
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