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Saint Luke's 
Health System 

June 1 1,2007 

Leslie Nonvalk, Esq. 
Acting Administrator 
Centers for Medicare & Medicaid Services 
Hubert H. Humphrey Building 
200 Independence Avenue, S. W., Room 445-G 
Washington, DC 2020 1 

RE: CMS-1533-P, Medicare Program; Proposed Changes to the Hospital Inpatient Prospective 
Payment Systems and Fiscal Year 2008 Rates; Proposed Rule (Vol. 72, No. 85), May 3,2007 

Dear Ms. Nonvalk: 

Thank you for the opportunity to comment on the proposed rule cited above (CMS- 1533-P). I 
submit these comments on behalf of Saint Luke's Health System (SLHS) in the Kansas City 
Metropolitan Region. SLHS consists of eleven hospitals, several physician groups, and other 
medical services organizations in both Missouri and Kansas. Saint Luke's Hospital of Kansas 
City, our largest facility with 629 beds, is a tertiary referral center, and the largest teaching 
facility for the University of Missouri - Kansas City School of Medicine. This same facility was 
the recipient of the Malcolm Baldrige National Quality Award in 2003. As a system, we also 
received the 2006 Missouri Quality Award, based on the Malcolm Baldrige principles of quality. 

While we concur with the comments and recommendations submitted by Rick Pollack, 
Executive Vice President of the American Hospital Association, and Marc Smith, President of 
the Missouri Hospital Association, we feel it is important to address some of the proposed 
changes that will specifically impact SLHS. Specifically, we would like to comment on the 
changes regarding the Behavioral Offset in the DRG Reform, the Capital IPPS, the Wage Index, 
and Replaced Implantable Devices. 

BEHAVIORAL OFFSET 

CMS has proposed a 2.4 percent cut in both FYs 2008 and 2009 to eliminate what it claims will 
be the effect of coding or classification changes that do not reflect real changes in case-mix. 
This 2.4 percent "behavioral offset" or cut is based on an extrapolation of actual claims 
experience from Maryland hospitals. 

This is extremely problematic for a variety of reasons. First, health systems such as ours have 
had to rely heavily on coding accuracy to receive proper payment for 23 years. Only recently has 
this been a priority for facilities in the State of Maryland. Further, the system in place in 
Maryland is the APR-DRG system which is certainly different than the MS-DRG system CMS is 
proposing. At SLHS, we have been applying the APR-DRG criteria for years and feel 
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strongly that had CMS used claims experience from facilities such as ours, there would have 
been little or no behavioral variance. To justify a $24 billion dollar cut by using facility specific 
data fiom a state that has been excluded fiom the PPS program since its inception is, in our 
opinion, completely illogical and without merit, and unfairly punishes systems such as ours that 
are subject to the system and have been using it appropriately for many years. 

Second, CMS already has safeguards in place to ensure the accuracy of hospital coding and 
payments. If there are errors or omissions, these safeguards are designed to catch and correct 
them as well as review for accuracy. If any "behaviors" are inconsistent with CMS requirements, 
they will be addressed through those processes. Therefore, this "behavioral offset" seems 
redundant to the processes that are already in place to ensure proper payment. Further this cut 
implies that any errors, omissions or behavioral changes will only result in increased payments to 
hospitals, which is certainly not the case. And, does this "behavioral offset" take into account 
changes to the behavior of CMS contractors that typically comes with the implementation of a 
new system, such as increased denials and suspended claims? 

Lastly, this behavioral offset seems eerily similar to the 5.7 % behavioral reduction CMS 
proposed at the inception of the Outpatient PPS. Congress was very clear in their rejection of 
this proposal, and clearly expressed that budget neutral did not include a fabricated reduction 
based on guesses instead of reasonable documentation. Therefore, we recommend that either the 
behavioral offset, or the policies that resulted in the behavioral offset, should be abandoned. 

CAPITAL IPPS 

For Fiscal Year 2008, CMS has proposed eliminating the capital update for all urban hospitals 
and the large urban hospital add-on. In addition, CMS is considering discontinuing the Indirect 
Medical Education (IME) and Disproportionate Share Hospital (DSH) adjustments to capital 
payment systems. These cuts are unprecedented, and would result in a decrease in capital 
payments to urban hospitals that cannot sustain themselves in an already under-funded system. 
For Saint Luke's Hospital of Kansas City, our requests for capital outnumber the fimded 
purchases by nearly five to one. The items not being purchased due to lack of fimding are not 
frivolous machines, but are instead medical equipment that could further increase the quality of 
care we deliver. If the proposed cuts are implemented, the impact to this one facility, a Malcolm 
Baldrige National Quality Award winning facility, would be equivalent to our entire 2007 capital 
expenditures budget for major medical equipment of $1.7 million. (See Exhibit One attached) 

In addition, these cuts are extremely short sighted as it relates to technology which has been our 
single largest capital expenditure for years outside of new construction. During 2007, SLHS 
approved $12 million of the $22 million in technology capital requests. While technology 
investment is essential to be competitive and increase efficiency, much of it is as a result of 
complex payment systems such as this rule and regulatory compliance such as HIPPA, all 
imposed by the federal government. We as providers have accepted these unfunded mandates as 
a necessary consequence of the industry. However, how can CMS justifi the mandate of capital 
spending for providers while at the same time restricting provider's ability to pay for it? 
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Furthermore, it is our opinion that the notion of the Medicare operating and capital margins can 
be viewed independently of each other is flawed. A facility can be experiencing significant 
operating losses, yet have positive capital margins for a variety of reasons. For example, the 
capital cycle is not annual, but can extend over several years, because the dollars required to 
purchase major medical equipment can take an extended period of time to accumulate. If the 
capital margin is viewed only on an annual basis, an accurate picture is not presented. CMS 
absolutely has to realize that providers draw no distinction between Medicare operating and 
capital payments or margins for the purposes of deciding capital expenditures. The cuts in this 
rule, both operating and capital will further reduce our capital investment which is already less 
than 50% of the necessary expenditures requested. The potential implications for technological 
advances and the quality of healthcare are in serious danger if the proposed changes are 
implemented, and we strongly encourage you to reconsider all of the proposed cuts to Capital. 

WAGE INDEX 

We concur with the AHA and their position regarding the proposed changes to the Wage Index, 
and are also concerned with MedPACs recommendation to utilize data from the Bureau of Labor 
Statistics (BLS) rather than hospital-reported data currently collected by CMS on Medicare cost 
reports. One specific concern expressed by AHA and the work group they convened is that 
fiscal intermediaries are inconsistent in their interpretations of wage index data. However, this 
issue is inadvertently being addressed by CMS through the F.I. consolidation process currently 
underway. In addition, the work group stated that another problem with the current system is the 
possibility for hospitals to be penalized for erroneous date submitted by other hospitals in the 
same geographic area. We propose instituting a system of checks and balances to insure 
hospitals are submitting accurate data instead of disregarding the entire cost report data system as 
proposed. We also propose that CMS reconsider the current exclusion of contracted labor not 
related to direct patient care when figuring the average hourly wage (AHW). Hospitals that 
contract for services like dietary and housekeeping still incur the cost of these services, but the 
costs are not figured in to the AHW calculation as they are for hospitals that employ staff for 
these services. Since these services generally have a lower AHW, the result is an artificial 
inflation in the statistics for an individual facility that chooses to contract for such services. 
CMS should adopt a policy to include these contracted services in the AHW calculation, or it 
should exclude the salaries and hours for the hospitals that do not contract for these services. 
Because CMS is required by law to consider changes to the wage index in Fiscal Year 2009, we 
encourage CMS to carefully examine the options available, and work with the AHA and the 
hospital community to make meaningful changes that support an accurate payment system that 
does not punish providers unnecessarily. 

REPLACED EQUIPMENT 

By definition, inpatient hospital DRG weights have been derived from average historical costs 
and charges fiom hospital specific data. This historical data includes hospital data where the 
implantable devices were provided at no cost with either a nominal or zero charge made to the 
program. These instances are not limited to replacement devices. There are also procedures 
where FDA approved Category B devices used in clinical trials are covered by Medicare. In 



Leslie Norwalk, Esq. 
June 1 1,2007 
Page 4 of 5 

these clinical trials where the vendor provides the device at no cost there is no corresponding 
charge generated by the provider. There is no doubt instances such as these have found their 
way into the costing data used by CMS to develop DRG weights. This historical data also 
includes previous claims involving manufacturer-recalled devices. As the proposed rule 
suggests, to reduce the payment for cases involving replacement of a medical device assumes 
that either these types of cases have not occurred in the past and were not already figured in to 
the DRG payments, or these types of cases are now occurring at a rate dramatically higher than 
at the time when the DRG weights were developed. There does not appear to be data detailing a 
significant increase in the number of recalled devices which could support the reduction in 
payments for such cases. If CMS decides to follow through with this proposal, we believe it is 
crucial to recalibrate the DRG weights by excluding claims with nominal charges such as those 
mentioned above, and then follow through with the reduction policy. 

Again, we thank you for the opportunity to comment on CMS-1533-P. We strongly encourage 
you to reconsider the arbitrary and unwarranted cuts proposed by this rule. These cuts will serve 
to further exacerbate an already challenged healthcare system in this country, and will further 
strain the resources available to provide quality healthcare. 

Should you have any questions, please feel free to contact me, or Scott Pester, Saint Luke's 
Health System Reimbursement Coordinator, at 816-932-5734. 

Sincerely, 

G. Richard Hastings 
President & CEO 
Saint Luke's Health System 
(816) 932-2101 
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Exhibit One 

Major Medical (TEAM) 2007 Budget - Preliminary List 

Description 
Contingency 

Rad -- Mini C-arm 
NNlCU -- Ultrasound Machine 
Rad -- Replacement CT Table 
Rad -- MRI software upgrade 
Rad -- Replacement Rad Room for Trauma 
Rad -- Repalcement lnterventional Radiographic Unit 
Resp -- Replacement Bronch Cart 
Resp -- Ventilator Upgrades (2 requests) 
Surg -- 4th Arm for DaVinci Robotis Surgical System 
Surg -- Electrosurgical Units 
Surg -- Eye Vitrectomy Machine 
Surg -- Fracture Table 
Surg --GYNURO Instrumentation Replacement 
Surg -- Laparoscopic Rooms (2) 
Surg -- Video Endoscopic System 
Surg -- Endoscopic Ultrasound 
ASC -- Arthroscopic Video Tower 
PACU -- Patient Physiological Monitors 
ANES -- Replacement Anesthesia Machines 
ANES -- Patient Physiological Monitors 

Quan cost Comments 

150,000 

70,000 
148,078 Requested for '06, not funded 

40,000 
75,000 
340,000 includes 15K construction estimate 

2,020,000 includes 125K construction estimate 

50,000 
218,497 
210,500 
251,350 
68,324 
148,499 
244,550 
625,000 
70,000 

270,000 
42,060 
429,654 

1,182,245 
785,288 

Preliminary Total 7,439,045 

Approved fundirlg level 1,650,000 

Variance (5,789,045) 
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MICHIGAN HEALTH & HOSPITAL ASSOCIATION 
I 

Advocating for hospitals and the patients thgl serve. 

June 8,2007 

Leslie Norwalk, Esq. 
Acting Administrator 
Centers for Medicare & Medicaid Services 
Department of Health and Human Services 
Attention: CMS-1533-P 
P.O. Box 801 1 
Baltimore, MD 2 1244-1 850 

Re: FY 2008 Medicare Inpatient Prospective Payment System Proposed Rule 
CMS-1533-P 

Dear Ms. Norwalk: 

On behalf of its 145 member hospitals, the Michigan Health & Hospital Association (MHA) 
welcomes this opportunity to comment to the Centers for Medicare & Medicaid Services (CMS) 
regarding the proposed rule to update the Inpatient Prospective Payment System for Fiscal Year 
(FY) 2008. While the rule, which was published in the May 3,2007, Federal Register, provides 
a 3.3 percent market basket increase for hospitals that submit data for the CMS quality measures, 
we strongly oppose the CMS' 2.4 percent "behavioral offset" for anticipated changes in 
hospital coding. We are also concerned about other significant policy changes included in the 
proposed rule that would negatively impact Michigan hospital Medicare reimbursement and 
undermine some fundamental payment principles. 

The adequacy of Medicare payments to cover the cost of services provided is crucial for 
ensuring the future viability of Michigan's nonprofit hospitals. Based on the latest data 
available, approximately 50 percent of Michigan hospitals experienced a negative margin on all 
Medicare services. This is very concerning particularly since Michigan's population is aging and 
the number of Medicare beneficiaries is projected to increase significantly over the next decade. 
By 2020, the number of Michigan residents who are 65 and older is expected to comprise 16.6 
percent of the state's population. 

When all payors are aggregated, Michigan hospitals experienced a negative 1.8 percent 
patient margin, with 88 hospitals, or 60 percent, losing money on patient care services. The 
proposed changes will further threaten the future viability of hospitals and access to healthcare 
services for Medicare beneficiaries and other residents of the state of Michigan. - 

SPENCER JOHNSON, PRESIDENT 
CORPORATE HEADQUARTERS + 6215 West St. Joseph Highway + Lansing, Michigan 48917 + (517) 323-3443 + Fax (517) 323-0946 

CAPITOL ADVOCACYCENTER + 110 Wesl Michigan Avenue, Suite 1200 + [ansing, Michigan 48933 + (517) 323-3443 Fax (517) 703-8620 

uww.mha.org 
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The MHA believes it is important for the CMS to recognize that the proposed payment 
changes alone will be financially devastating for many hospitals and includes operational 
modifications that hospitals could not adapt in the two months prior to Oct. 1. While hospitals 
support meaningful improvements to Medicare's inpatient PPS system, the CMS has exceeded 
its authority by recommending arbitrary and unnecessary cuts in this proposed rule. The MHA 
believes that these unprecedented budget cuts will further deplete scare resources, ultimately 
making hospitals' mission of caring for patients even more challenging. One of the fundamental 
values of a prospective payments system is the ability of providers to reasonably estimate 
payments in advance to impact their budgeting, marketing, staffing and other key management 
decisions. Given the extensive change and impact, two months is inadequate for hospitals to 
operationalize a $2 million payment reduction particularly when the latest margin data indicate 
the hospital lost $1.8 million providing patient care. 

Our key concerns include: 

2.4 Percent "Behavioral Offset" 

(Federal Register Pages 24708-2471 1) 

A provision in the Benefits Improvement and Protection Act (BIPA) of 2000, provides the 
CMS authority to adjust the standardized amount to eliminate the effect of changes in coding or 
classification of discharges that do not reflect real changes in case-mix. The MHA is strongly 
opposed to the proposed adjustment based on the assumption that the case mix index of hospitals 
will automatically increase. The MS-DRG system is an expansion of the current classification 
system rather than a replacement system such as the APR-DRG system that Maryland 
implemented. The CMS does not have any actual evidence that medical record coders will 
change their practice to "locate" complications to maximize reimbursement. Hospitals currently 
are coding complications, if they are documented in the patient record, in order to obtain the 
proper payment for the patient served. The MHA recommends that the CMS eliminate this 
reduction and provide hospitals with the full 3.3 percent market basket increase. Until the 
MS-DRGs are fully implemented and the CMS can document and demonstrate that any 
increase in case mix results from changes in coding ~ractices rather than actual chan~es  in 
patient severitv, there should be no behavioral offset. Until the MS-DRGs are fully 
implemented, and the CMS can document and demonstrate that any increase in case-mix 
results from changes in coding practices rather than real changes in patient severity, there 
should be no "behavioral offsetn. At that time, the CMS can evaluate whether payments 
have increased due to coding rather than the severity of patients and determine if an 
adjustment is necessary. The CMS is not required to make an adjustment at  this time, and 
should not do so without evidence that coding changes have occurred. 

Medicare Severity (MS) DRGs 

(( 
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For FY 2008, the CMS is proposing to adopt Medicare Severity (MS) DRGs, which are the 
result of modifications to the current CMS DRGs to better account for patient severity. While 
the CMS proposes to implement the MS-DRGs on Oct 1,2007, they believe that the MS-DRGs 
should be evaluated by RAND and have instructed RAND to evaluate the proposed MS-DRGs 
using the same criteria that it is applying to the other DRG systems. 

The proposed MS-DRGs would increase the number of DRGs from 538 to 745. While the 
current CMS DRGs include 1 15 DRGs that are split based upon the presence or absence of a 
complication or comorbidity (CC), the MS-DRGs include 152 DRGs that subdivide into three 
tiers: major CC, CC and non-CC and another 106 DRGs that subdivide into two severity levels. 
While hospitals appreciate the CMS' recognition of the issues raised last year regarding its 
proposal to use Consolidated Severity (CS) adjusted DRGs, we believe it is crucial that a system 
change of this magnitude have a transition period of four years. The change to MS DRGs is 
projected to result in reimbursement decreases of 10 percent for some Michigan hospitals and an 
8 percent increase for others, with hospitals unable to adapt to changes of this magnitude in two 
months after release of the final rule. As a result, the MHA recommends that in FY 2008, the 
emphasis be on preparation and testing of the new DRG classification system so that the CMS 
has adequate time to finalize data, introduce and test software for patient classification and 
payment and train its fiscal intermediaries. In addition, this will allow the CMS time for further 
analysis by hospital type to ensure the projected changes are consistent with the policy objectives 
the CMS desires to achieve. This would also give hospitals more time to implement and test the 
new system and adjust operations and staffing based on projected changes in Medicare revenues. 
The MHA recommends a Qyear transition as follows: 

In FY 2008, continue current DRG classification system with an emphasis on 
preparation for and testing of the new classification system. This provides the CMS 
with adequate time to finalize data and a CC list, introduce and test software for 
classification and payment, and train its fiscal agents. It would also provide 
hospitals additional time to implement and test the new system and adjust operations 
and staffing for predicted revenues. In addition, it would also allow vendors and 
state agencies time to incorporate such changes into their respective software and 
information systems 

In FY 2009, DRG weights should be computed as a blend derived 113 from the MS- 
DRGs and 213 from traditional DRGs. 

In FY 2010, DRG weights should be computed as a blend derived 213 from MS- 
DRGs and I13 fiom traditional DRGs 

In FY 201 1, DRG weights should be derived using 100 percent of the MS-DRGs 

Recalibration of DRG Weights 

For FY 2008, the CMS has not proposed any changes to the methodology adopted in FY 
2007 for calculating cost-based DRG weights. The three-year transition from charge-based DRG 
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weights to cost-based weights would continue, with two-thirds of each weight based on an 
estimation of costs and one-third based on charges. 

However, during the transition to cost-based weights, two significant issues surfaced: 

First, there is a mismatch between the two data sources used in establishing the cost- 
based weights. These differing data sources, specifically the charges from the MedPAR 
files (an accumulation of Medicare patient claims filed by each hospital) and the cost-to- 
charge ratios (CCRs) from the hospital Medicare cost reports, can distort the resulting 
DRG weights. It is important to note that the cost report was not designed to support the 
estimation of costs at the DRG level. 

Second, hospitals mark-up different items and services within each cost center by 
different amounts. Higher-cost items often are marked up less than lower-cost items. 
When the same CCR is applied to charges for these items, costs can be underestimated 
for items with lower mark-ups and overestimated for items with higher mark-ups. This 
"charge compression" can lead to the distortion of DRG weights. 

The AHA, Association of American ,Medical Colleges (AAMC) and Federation of American 
Hospitals (FAH) convened a workgroup made up of state association, cost report and billing 
experts to discuss these issues earlier this year. 

They identified three problems occur by using these two different data sources together: 

First, the method used by CMS to group hospital charges for the MedPAR files 
differs from that used by hospitals to group Medicare charges, total charges and overall 
costs on the cost report. 

Second, hospitals group their Medicare charges, total charges and overall costs in 
different departments on their cost reports for various reasons. 
Third, hospitals across the country complete their cost reports in different ways, as 
allowed by CMS. 

In addition, the use of hosvital-specific charges and a national costtcharae ratio will result in 
a distortion of the DRG weights. This has the potential of shifting Medicare payments among 
hospitals notbased on resource utilization but rather on a mathematical calculation. 

The MHA recommends that the CMS review the impact of using hospital specific 
charges and costs to determine whether the national cost-to-charge ratio has created 
inaccurate DRG weights. 
In addition, the ability for hospitals to track replacement devices at no cost vs. those at 
full cost is difficult. Capturing this information for the patient bill may require manual 
tracking of the part through several departments at a hospital, just to obtain information 
for one patient bill, resulting in lost productivity for several CMS is concerned about 
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double payments for these devices. We believe there are other devices where CMS doe 
not provide adequate reimbursement which may offset those potential overpayments. 

REVISED CC LIST 

As part of the effort to better recognize severity of illness, CMS conducted the most 
comprehensive review of the CC list since the creation of the DRG classification. Currently, 1 15 
DRGs are split based on the presence or absence of a CC. For these DRGs, the presence of a CC 
assigns the discharge to a higher-weighted DRG. 

A condition was included on the revised CC list if it could be demonstrated that the presence of 
the condition would lead to substantially increased hospital resource use (intensive monitoring, 
expensive'and technically complex services, or extensive care requiring a greater number of 
caregivers). Compared with the existing CC list, the revised list requires a secondary diagnosis 
to have a consistently greater impact on hospital resources. The revised CC list is essentially 
comprised of significant acute diseases, acute exacerbation of significant chronic diseases, 
advanced or end-stage chronic diseases and chronic diseases associated with extensive debility. 

We commend CMS on the systematic way it reviewed 13,549 secondary diagnosis codes to 
evaluate their assignment as a CC or non-CC using a combination of mathematical data and the 
judgment of its medical officers. However, in our efforts to perform a meaningful review of the 
revised CC list, we disagree with the removal of many common secondary diagnoses. 

We do not understand why significant secondary diagnoses have been removed from the CC list. 
Specifically, it is unclear what threshold levels were used and at what point in the analysis the 
CCs were removed. For example, what was considered "intensive monitoring"? Does intensive 
monitoring refer to additional nursing care on a daily basis, additional testing, intensive care unit 
care, extended length of stay, all of these factors, or some other factor? In some instances, we 
have noted that similar or comparable codes within the same group have remained a CCIMCC, 
while other clinically similar codes or codes requiring similar resources may have been omitted. 
Without greater transparency, and a code-by-code explanation, we are unable to determine why 
significant secondary diagnoses requiring additional resources have been removed from the CC 
list. For the most part, our analysis has concentrated on reviewing current CCs that have been 
omitted from the revised CC list. 

We make the following overall recommendations with regards to the CC list: 

CMS should make the final revised CC list publicly available as quickly as possible 
so that hospitals may focus on understanding the impact of the revised CC list, training 
and educating their coders, and working with their physicians for any documentation 
improvements required to allow the reporting of more specific codes where applicable. 
CMS should consider additional refinements to the revised CC list and, in particular, 
address issues where the ICD-9-CM codes may need to be modified to provide the 
distinction between different levels of severity. 
In situations where a new code is required, CMS should default to leaving the codes 
as CCs until new codes can be created. 
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CMS should address the inconsistencies within the CC list identified by physicians 
and hospitals. Where necessary, CMS should immediately obtain additional input fiom 
practicing physicians in the appropriate specialties to determine the standard of care and 
consequent increased hospital resource use. 

IPPS Capital Pavments 

[Federal Register pages 248 18 - 24823) 

Reimbursement for capital-related costs was implemented in FY 1992. Over a ten-year 
period, payments for capital were transitioned from a reasonable cost-based methodology to a 
prospective methodology. Beginning in FY 2002, all hospitals were paid based on 100 percent 
of the capital Federal rate, which is updated based on changes in a capital input price index 
(CIPI) and several other policy adjustment factors. Since inception of the capital IPPS, urban 
and rural hospitals have received the same update to the capital Federal rate. For 2008, the CMS 
is proposing to give rural hospitals the full 0.8 percent update but no update for urban hospitals 
based on "observed adequate capital margins." The MHA opposes the CMS proposal to freeze 
urban capital rates and the CMS application of the 2.4 percent "behavioral offset" to capital 
rates. Hospitals have already committed h d s  toward various capital projects with the 
expectation that Medicare funding would be available to reimburse a portion of the cost. The 
MHA recommends that the CMS eliminate the 2.4 percent "behavioral offset" and provide 
all hospitals with the full 0.8 percent capital update. 

C a ~ i t a l  Larpe Urban Add-On 

{Federal Register pages 2481 8 - 24823) 

Since implementation of the capital IPPS in FY 1992, the CMS has provided a 3.0 percent 
add-on to the Federal capital rate for hospitals that are located in large urban areas. These 
additional funds allow hospitals to install new technology to better serve Medicare and other 
patients. For 2008, the CMS proposes to discontinue the 3.0 percent additional payment that has 
been provided to hospitals in large urban areas. The MHA opposes the elimination of these 
additional capital payments and urges the CMS to continue providing these payments to 
hospitals in large urban areas. Hospitals have installed equipment or completed 
renovations with the expectation that Medicare would reimburse a portion. To eliminate 
this funding after the fact is irresponsible. We are opposed to these unnecessary cuts, 
which ignore how vital capital payments are to the ongoing maintenance and improvement 
of hospital facilities and technologies and believe the CMS should not make any cuts or  
other adjustments to the capital PPS. 

In addition, the CMS has not fully considered the ramifications of dramatic capital cuts on 
the use of technology and the quality of hospital infrastructure. Reduced capital payments would 
limit the ability of hospitals to invest in the advanced technology and equipment that patients 
expect slow clinical innovation. These changes disadvantage large urban and teaching hospitals, 
where much of the innovation and cutting-edge research is generated. These hospitals will be 
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even more challenged to keep up with leading technology, facilities and patient care. Moreover, 
for many hospitals, investing in information technology would become even mbre challenging. 
Without these facility and technological improvements, all patients will be deprived of these 
advances. At a time when the administration and Congress are pushing for such investments, 
this proposal may have the opposite effect of curtailing the investment in health information 
technology. 

Capital IME and DSH Adjustments - Potential Elimination 

(Federal Register pages 2481 8 - 24823) 

Under current law, the CMS has "broad authority in establishing and implementing the 
IPPS for acute care hospital inpatient capital-related costs. " In the proposed rule, the CMS 
considers and seeks comment on eliminating the special payment adjustments provided under the 
capital IPPS. 

Based on the CMS' analysis of capital IPPS margins, the CMS is considering further reductions 
to certain classes of hospitals that have sustained positive capital margins. These reductions 
would be focused on the payment adjustments received by teaching hospitals and 
disproportionate share hospitals. Because these adjustments are not required by law, the CMS is 
considering proposals that would reduce or eliminate the IME and DSH capital adjustments. The 
CMS is also evaluating whether these potential changes to the capital IPPS should be made in a 
budget neutral manner, or should instead result in savings to the Medicare program. The 
hospitals receiving these adjustments are providing teaching opportunities for future physicians 
and provide services to a significant number of patients that are indigent. The MHA opposes 
the elimination of these indirect medical education and disproportionate share capital 
payments, which equate to approximately $37 million annually for Michigan hospitals, and 
urges the CMS to continue these adjustments. The CMS has no analysis of the impact of 
these proposed changes on the high-caliber medical education of our future physicians and the 
community-wide services on which hospitals often lose money providing, such as burn and 
neonatal units. It is irresponsible for the CMS to consider such changes without a clear 
understanding of the broader ramifications. 

IME ADJUSTMENT 
(The Federal Register Pages 248 1 2-248 1 3) 

In the FY 2007 final rule, the CMS finalized a policy to exclude residents' time spent in 
non-patient care activities from the resident count for purposes of IME (in all settings) and direct 
graduate medical education (in non-hospital settings) payments. Since that time, the agency has 
received questions about the treatment of vacation or sick leave and orientations. While 
recognizing that this time is neither devoted to patient care nor non-patient care, but rather a third 
category, the proposed rule would treat vacation and sick time differently than it would treat 
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orientation time. Orientation time would continue to be included as part of the full-time 
equivalent (FTE) count, as it always has. 

Under the proposed rule, vacation and sick time would be removed from the total time 
considered to constitute an FTE resident. Thus, it would be removed from both the numerator 
and denominator of the FTE calculation. CMS acknowledges that this would result in lower FTE 
counts for some hospitals and higher counts for other hospitals, solely because of this regulatory 
change. 

The MHA appreciates the CMS' efforts to clarify its policies, and its attempt to not 
penalize hospitals for offering sick and vacation leave for its residents. However, CMS' 
proposal is operationally impractical. Hospitals would not only have to keep track of the leave 
for each resident, but then somehow apportion the leave to each of the hospitals the residents' 
rotate through. We recommend that CMS instead treat sick and vacation leave similarly to 
how it proposes to treat orientation time as part of the FTE count. We do not believe that it 
is necessary for CMS to parse each hour of residents' time; otherwise lunch hours and other 
exceptions would have to be considered. The vast majority of time counted in the FTEs is 
related to patient care, and any further changes would have minor affects, nationally speaking, 
while having major implications at the individual hospital level. 

Devices Replaced at No Cost or With Credit to Hospital 

(Federal Register pages 24742 - 24746) 

In the FY 2007 IPPS final rule, the CMS addressed the topic of payment for devices that are 
replaced at no cost or where credit for a replaced device is furnished to the hospital. The CMS 
believes that Medicare should not pay the hospital for the full cost of the replacement if the 
hospital is receiving a partial or full credit, due either to a recall or to service during the warranty 
period. In this case, this CMS states that the cost of the device was incurred at the time of initial 
implantation, and Medicare should receive the credit that is being provided to the hospital. In the 
FY 2008 IPPS proposed rule, the CMS proposes to reduce the amount of the Medicare IPPS 
payment when a full or partial credit towards a replacement device is made of the device is 
replaced without cost to the hospital or with full credit for the removed device. For a device 
provided to the hospital without cost, the fiscal intermediary would subtract the cost of the 
device from the DRG payment. For a device for which the hospital received a full or partial 
credit, the FI would subtract the amount credited from the DRG payment. 

The MHA is concerned with this concept in that the CMS is not taking into account the 
impact of transitioning to a cost-based methodology for determining DRG weights. Under the 
old charge-based method of determining DRG weights the CMS is correct in their assumption 
that the facility could be paid more than once for a device that they paid for only once. 
However, under the new cost-based methodology the cost for the replacement device will not be 
in the facility's base cost since there was no payment to the manufacturer for the replacement 
device. As a result, a fiu-ther reduction of payment would not be needed and would, in fact, result 
in a negative impact to the facility. 
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Cost Outliers 

(Federal Register panes 24836 - 24838) 

The CMS provides payments for outlier cases involving extraordinarily high costs when 
compared to average cases in the same DRG. To qualify as a cost outlier, a hospital's cost for the 
case must exceed the payment rate for the DRG plus a specified amount called the fixed-loss 
threshold. The outlier payment is equal to 80 percent of the difference between the hospital's cost 
for the stay and the threshold amount. The threshold is adjusted every year based on CMS' 
projections of total outlier payments to make outlier reimbursement equal 5.1 percent of total 
payments. 

The CMS is proposing to decrease the fixed-loss cost outlier threshold fiom the current 
$24,485 to $22,940, which represents a 6 percent decrease. Although a 5.1 percent pool is set 
aside each year for outlier payments, the CMS estimates that it spent 4.1 percent for outliers in 
FY 2005,4.7 percent in FY 2006 and that only 4.9 percent will be spent in FY 2007. 

We believe the CMS under spent the h d s  set aside for outliers by an estimated $3 billion 
over FYs 2004,2005 and 2006. This represents payment reductions that hospitals have not 
recouped through increases in the standai-dized rates. While we appreciate the CMS' 
recognition of the need to reduce the outlier threshold, we believe the CMS should consider a 
further reduction in the outlier threshold for FY 2008 to ensure that the entire 5.1 percent 
is paid to hospitals and the $3 billion unpaid is added to the standardized rate for FY 2008. 

Revision of the Wage Index Adiustment - FY 2009 Proposed Rule 

{Federal Register page 24802) 

Section 106(b)(l)of the Tax Relief and Health Care Act of 2006 requires MedPAC to review 
the current Medicare wage index classification system and recommend alternatives to the method 
of computing the wage index. MedPAC is required to submit a report to Congress on their 
findings by June 30,2007. 

In addition, the law requires the CMS, taking into account MedPAC's recommendations, to 
include one or more proposals to revise the wage index adjustment applied to the IPPS in the FY 
2009 IPPS proposed rule. The law requires the proposal (or proposals) to consider the following: 

problems associated with the definition of labor markets for the wage index adjustment; 

the modification or elimination of geographic reclassifications and other adjustments; 

the use of Bureau of Labor of Statistics data or other data or methodologies to calculate 
relative wages for each geographic area; 

minimizing variations in wage index adjustments between and within MSAs and 
statewide rural areas; 
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the feasibility of applying all components of CMS' proposal to other settings; 

methods to minimize the volatility of wage index adjustments. while maintaining the 
principle of budget neutrality; , 

the effect that the implementation of the proposal would have on health care providers on 
each region of the country; 

methods for implementing the proposal(s) including methods to phase in such 
implementations; and 

issues relating to occupational mix such as staffing practices and any evidence on quality 
of care and patient safety including any recommendation for alternative calculations to 
the occupational mix. 

To date, MedPAC has presented its preliminary findings regarding this issue which include 
replacing the current system with the information from the Bureau of Labor Statistics. The 
MHA opposes the CMS' use of the (BLS) data as a basis for future wage index calculations, 
particularly since the BLS fails to include fringe benefits, which are generally higher for 
hospitals compared to other industries. We believe the CMS should continue to collect 
hospital-specific data and evaluate other alternatives to minimize variation and volatility in 
the wage index. 

A review of the wage index changes indicates an approximate $500 million (or 0.5%) 
reduction to hospital payments including approximately $60 million for section 508 that would 
be budgeted. The CMS table 1 on page 25 1 18 of the federal register indicates the reduction is 
0.1 percent but does not quantify the dollar impact of the change. We believe the CMS should 
provide dollars in addition to percentages in order for independent verification of these 
change. In addition, we are unable to identify a commensurate increase to the 
standardized rate for these reductions. 

Additional Payments for New Technolow 

(Federal Register pages 2477 1 - 24776) 

The CMS provides additional add-on payments for approved new technologies. To be 
approved for payment as a new technology, an item must be considered new, be inadequately 
paid otherwise and represent a substantial clinical improvement over previously available 
technologies. The cost threshold for new technologies to qualify for add-on payments is the 
lower of the following: 

75 percent of the standardized amount (increased to reflect the difference between costs 
and charges) 
75 percent of one standard deviation for the DRG involved 

In FY 2008, the CMS proposes to discontinue reimbursement for the three technologies that 
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are currently eligible for new technology payments. In addition, one technology is under review 
and may be approved for new technology payments in FY 2008. The CMS continues to review 
approval for: Wingspan@ Stent System with GatewayTM PTA Balloon Catheter. The MHA 
urges the CMS to approve and provide new technology payments for this new stent system 
in FY 2008. 

Possible Qualitv Measures and Measure Sets for FY 2009 RHODAPU Program 

Federal Register paaes 24802-24809 

Hos~ital Qualie Data 

(Federal Register paaes 24802 - 24809) 

The Medicare Modernization Act (MMA) required hospitals to submit data on quality 
measures to the CMS. Participating hospitals were required to submit data on a set of ten quality 
measures and for their data to meet certain validation requirements. Hospitals that withdrew from 
the program or failed to submit valid data received the market basket increase minus 0.4 percent 
for FFYs 2005 and 2006. 

The DRA extended and expanded this program, giving CMS greater authority. In the FFY 
2007 IPPS final rule, the penalty for withdrawal from the program or failure to comply with its 
requirements was increased to 2.0 percent; and the set of quality measures was expanded to a 
total of twenty-one. For FY 2009, the CMS is proposing to add 1 outcome measure and 4 process 
measures to the existing 27 measure set to establish a new set of 32 quality measures to be used 
for the FY 2009 annual payment determination. While the MHA is supportive of measuring 
and improving quality of care, we recommend that the CMS evaluate whether the 
measures currently utilized are capturing improvements in quality and ensure that 
additional measures will result in meaningful quality improvements .rather than merely 
increased administrative bukden by hospitals without measurable improvement in patient 
care or results. 

The DRA expanded quality reporting requirements for hospitals to be eligible to receive a 
full market basket update. The DRA provided the Secretary with the discretion to add quality 
measures that reflect consensus among affected parties and replace existing quality measures on 
the basis that they are no longer appropriate. In the proposed rule, the CMS puts forward five 
new measures - four process measures and one outcome measure - to be included for the FY 
2009 annual payment determination. To receive a h l l  market basket update, hospitals would 
have to pledge to submit data on these and all measures currently included in the Hospital 
Quality Alliance's (HQA) public reporting initiative for patients discharged on or after January 
1,2008. In addition, hospitals would have to pass data validation tests for data submitted in the 
first three calendar quarters of 2007. 

New quality measures. We are pleased that the CMS has proposed adding only measures that 
have been adopted by the HQA for public reporting in FY 2009. The HQA's rigorous, 
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consensus-based adoption process is an important step towards ensuring that all stakeholders 
involved in hospital quality - hospitals, purchasers, consumers, quality organizations, the CMS 
and others - are engaged in and agree with the adoption of a new measure, and the CMS should 
continue to choose from among the measures adopted by the HQA in linking measures to 
payment. The measures proposed for FY 2009 are well-designed, represent aspects of care that 
are important to patients, and provide insights into the safety, efficiency, effectiveness and 
patient-centeredness of care. 

While we agree with the CMS' consideration of the ICU measures for FY 2009 and 
subsequent years, we strongly disagree with the following measures: 

Readmission Measures - this represents a burdensome data collection for hospitals. 
Data must be derived from medical records as there is not an effective mechanism from 
identifying readmissions using administrative data. 
Nursing Sensitive Condition Set -these measures require chart abstraction to verify and 
are far from ready for implementation. 
Inpatient Cancer Measures - inpatient cancer treatment is low volume and would result in 
small numbers of reported cases. This leads to low statistical value. 
Leapfrog measures - hospitals have been reporting these measures for sometime, yet they 
have limited value in assessing quality. 

Development of Value-based Purchasing 

(Federal Register pages 24809 - 248 10) 

The DRA required the CMS to develop a plan to implement hospital value-based purchasing 
(pay-for-performance) beginning in FY 2009. The plan must consider the following issues: 

measure development - the ongoing development, selection and modification process 
for measures of quality and efficiency in hospital inpatient settings 

data infrastructure and refinement - reporting, collecting and validating of quality data 

incentives - the structure of payment adjustments, including the determination of 
thresholds for improvements in quality that would substantiate a payment adjustment, the 
size of such payments and the sources of funding for the payments 

public reporting - disclosure of information on hospital performance 

To date, the CMS has created an internal hospital pay-for-performance workgroup that is 
charged with preparing a set of design options, narrowing the set of design options to prepare a 
draft plan, and preparing the final plan for implementing VBP that will be provided to Congress. 
The workgroup is organized into four subgroups to address each of the required planning issues: 
measures, data collection and validation, incentive structure and public reporting. In addition, the 
CMS has hosted two "Listening Sessions" to solicit input from relevant affected parties on 
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outstanding questions associated with development of the final plan. The CMS states in the 
proposed rule that, although the DRA authorized development of a VBP program, additional 
legislation will be required to establish and implement the VBP program. The MHA encourages 
the CMS to continue its efforts in collaborating with a workgroup comprised of industry 
representatives, including physicians, to develop pay-for-performance measures are 
meaningful, represent improvements to patient care and are not overly burdensome for 
hospitals. 

Hospital-Acquired Conditions 

(Federal Reaister Page 247 16 - 24726) 

Complications such as infections acquired in the hospital can trigger higher payments in the 
form of outlier payments andlor higher DRG payments due to the presence of a complication or 
comorbidity (CC). The DRA requires the CMS to identify, by October I ,  2007 (FY 2008), at 
least two CC secondary diagnoses that: 

are high cost, high volume, or both; 
result in the assignment of a case to a DRG that has a higher payment when 
present as a secondary diagnosis; and 
could reasonably have been prevented through the application of evidence-based 
guidelines. 

For discharges occurring on or after October 1,2008, hospitals will not receive additional 
payment for cases where one of the selected conditions was not present on admission, meaning 
the case would be paid as though the secondary diagnosis was not present. The law states that 
the CMS can revise the list fiom time to time, as long as the list contains at least two conditions. 
Additionally, the DRA requires hospitals to report the secondary diagnoses that are present at 
admission when reporting payment information for discharges on or after October 1,2007. 

The CMS selected 13 conditions as possible candidates to satisfy the DRA provision for 
hospital-acquired conditions. According to the CMS' selection method, the conditions at the top 
of the following list best meet the statutory selection criteria, while the conditions lower on the 
list may meet the selection criteria but could present a particular challenge (that is, they may be 
preventable only in some circumstances, but not in others) and therefore, the first conditions 
listed should receive the highest consideration of selection among the initial group of hospital- 
acquired conditions. 

Six conditions proposed for consideration for FY 2009 

The CMS requests comments on six conditions that include three serious preventable events 
as defined by the National Quality Forum (NQF): 

1. Catheter-associated urinary tract infections; 
2. Pressure ulcers; 
3. Object left in during surgery; 
4. Air embolism; 
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5. Blood incompatibility; and 
6. Staphylococcus aureus septicemia. 

We support the CMS in its effort to identify appropriate conditions that should not occur in 
hospitals. However, we believe the challenge is two-fold -- meeting criteria defined by Congress 
while ensuring accuracy in the billing data that enable the appropriate identification of cases. The 
implementation of the MS-DRG system requiring implementation of "present on admission" 
(POA) codes will demand enormous resources in a very short time period for training and 
education of clinical and coding staff. 

For FY 2009, we support numbers 3,4 and 5 that is, the three "serious preventable events"; 
object left in during surgery, air embolism and blood incompatibility, as appropriate conditions 
to include for FY 2009 since these conditions: 

Have been identified and supported by NQF; 
Are identifiable by discrete ICD-9 codes, 
Can be coded for by hospitals without dependence on POA codes 

These are events that can cause great harm to patients and for which there are known 
methods of prevention. Hospitals are committed to reducing the risk of such occurrences. 

However, we do not support numbers 1 ,2  and 6 Catheter-associated urinary tract 
infections, pressure ulcers and Staphylococcus aureus septicemia for general and specific 
reasons for FY 2009. We believe these three indicators are potential candidates for the 
future, but each condition depends strongly upon the ability to properly identify them 
(definitional issues) as well as accurate use of POA codes. As noted earlier, the CMS 
proposes to rely on POA coding, a requirement that has now been delayed to January 1, 
2008, due to technical difficulties. The CMS is aware of the experiences reported by AHRQ 
and that of two states already using POA codes, whose efforts determined that 
implementation requires a minimum of 2 years to achieve reliability.. The process requires 
intensive education of clinicians to identify and record the complication enabling proper and 
accurate coding to determine the proper DRG assignment. We look to the CMS to provide 
educational support to hospitals. Until the CMS is satisfied that POA coding is fairly 
accurate, we do believe it is inappropriate for the CMS to require POA codes in order to 
determine whether or not the condition is hospital-acquired. 

In addition to the POA coding, we do not believe that each of these conditions is always 
reasonably preventable. Even when reliable science and appropriate care processes are 
applied in the treatment of patients, not all infections can be prevented. Definitions are 
critical in order to detect and apply appropriate interventions. Some of the definitions are 
currently under review and require updating before they can be implemented successfully in 
a hospital reporting program. 
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#I Catheter- associated urinary tract infection (ICD-9-CM Code 996.64 - Infection 
and inflammatory reaction due to indwelling catheter) 

The CMS accepts the opinion of infectious disease experts that urinary tract infections 
may not be preventable after several days of catheter placement due to colonization of 
catheters during that time period. It is understood that this condition would require an initial 
cross check with POA codes, and only then, after excluding all the proposed codes, including 
chronic conditions, would a decision be made as to whether to classify as a CC. Further, we 
remain concerned about the inclusion of "inflammatory reaction from the indwelling 
catheter." UTI prevention guidelines remain under review and although the preventive 
interventions are focused on removal of appropriately placed urinary catheter as soon as 
possible, there will be patients who genuinely need the catheter who still may suffer the 
complication of catheter-associated inflammation. 

Unintended consequences: As POA coding becomes more reliable, there may also be 
unintended consequences. As attention is paid to carefully identify catheter-associated UTI 
that are present on admission, there may be excessive urinalysis/culturing of patients entering 
the hospital which could further lead to unnecessary antimicrobial use. 

#2 Pressure ulcers - (ICD-9-CM Codes 70 7.00 through 70 7.09) 
We have a number of additional concerns that should be addressed by the CMS once the 
POA code issue is reliably implemented. However, the condition is not limited to hospitals, 
and given the large volume of transfers between hospitals and other institutions, long-term 
care facilities for example, a critical examination for existing pressure ulcers on admission is 
of prime importance. Although non-CDC guidelines exist and this condition is less 
complicated in terms of exclusion codes, all the remarks made earlier regarding POA codes 
remain crucial. 

The National Pressure Ulcer Advisory Panel recently released revised guidelines for 
staging pressure ulcers and included a new definition for a suspected deep tissue injury. 
Although difficult to detect initially, this condition may rapidly evolve into an advanced 
pressure ulcer, and it is especially difficult to detect in individuals with darker skin 
tones. Even detection of stage I pressure ulcers on admission is difficult as the skin is not 
yet broken, even though the tissue is damaged. 
The POA coding of pressure ulcers rely solely on physicians' notes and diagnoses, per 
Medicare coding rules, and cannot make use of additional notes from nurses and other 
practitioners. 
Certain patients, including those at the end of life, may be exceptionally prone to 
developing pressure ulcers, despite receiving appropriate care. 

If the CMS decides to include pressure ulcers under the hospital-acquired conditions 
policy, the agency should exclude patients enrolled in the Medicare hospice benefit and 
patients with certain diagnoses that make them more highly prone to pressure ulcers such 
as wasting syndrome with advanced AIDS andlor protein malnutrition associated with a 
variety of serious end stage illnesses. 



MHA Comment Letter Re: FY 2008 IPPS Proposed Rule - 
June 8,2007 
Page 16 of 19 

Unintended consequences The necessity to complete diagnostic tests before a patient is 
admitted to confirm POA admission status could lead to delayed admissions and a delay in 
care for some patients and disrupt efficient hospital flow. 

#6 Staphylococcus Aureus Bloodstream Infection/Septicemia (ICD-9-CM Code 038.1) 
The CMS states: The codes selected to identify septicemia are somewhat complex. The following 
ICD-9-CM codes may also be reported to identify septicemia: 995.91 (Sepsis) and 995.92 (Severe 
sepsis). These codes are reported as secondary codes and further define cases with septicemia; 
998.59 (Other postoperative infections). This code includes septicemia that develops 
postoperatively; 999.3 (Other infection). This code includes but is not limited to 
"sepsis/septicemia resulting from infusion, injection, transfusion, vaccination (ventilator- 
associated pneumonia also included here)." 

Accurately diagnosing Staphylococcus aureus septicemia on admission is a major 
challenge. Patients may be admitted to the hospital with a Staphylococcus aureus infection 
secondary to infection at another location, such as pneumonia or skidsoft tissue infection. 
Subsequent development of Staphylococcus aureus septicemia may be detected later as the 
result of the localized infection and not as a hospital-acquired condition. Additionally, the 
recent proliferation of changes in coding guidelines for sepsis complicates efforts of coding 
personnel to accurately capture POA status. The prevention guidelines for Staphylococcus 
aureus septicemia primarily relate to device-associated infections for which there is no 
specific code. 

The category of Staphylococcus aureus septicemia is simply too large and varied to 
determine that the infections were reasonably preventable. Once the POA coding has been 
established with reliability we believe this category is feasible only if the codes are identified 
and applied to patients for whom it is reasonably clear that the infection was acquired by the 
patient in the hospital and that it could have been reasonably prevented by evidence-based 
interventions. 

Seven conditions mentioned but not recommended for consideration for FY 

7. Ventilator associated pneurnonias. 
8. Vascular catheter associated infections 
9. Clostridium difficile- associated disease (CDAD) 
10. Methicillin-resistant Staphylococcus aureus (MRSA) 
1 1 .  Surgical site infections 
12. Serious preventable event-- Wrong surgery 
1 3. Falls 

The CMS has clearly identified the problems with each of these indicators based on lack of 
unique codes, complication codes or guidelines addressing reasonable preventability. However, 
we recommend that the CMS continue to address the coding challenges for ventilator-associated 
pneumonia, vascular catheter-associated infections and surgical site infections and determine if 
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these conditions warrant inclusion in the hospital-acquired conditions policy in the future since 
they are important causes of healthcare-associated mortality and morbidity. These require not 
only reliable use of POA codes but other unique definitional and coding issues. Current efforts 
and measurable results show hospitals are reducing these complications, but they are not easily 
identified under current coding logic. 

Potential FY 2009 recommendations 

Of the possible conditions for which the CMS requested comments, we do suggest and 
support two approaches that do not depend on POA codes, though would require coding and 
cross referencing. We recommend these be considered for FY 2009 until POA coding is proven 
to be reliable for other proposed conditions. 

#8 Vascular-associated infections Coding-The code used to identify vascular catheter 
associated infections is ICD-9-CM code 996.62 (Infection due to other vascular device, 
implant, and graft). 

The CMS states: "This code includes infections associated with all vascular devices, 
implants, and grafts. It does not uniquely identify vascular catheter associated infection. 
Therefore, there it is not a unique ICD-9-CM code for this infection. CDC and CMS staff 
requested that the ICD-9-CM Coordination and Maintenance Committee discuss the 
creation of a unique ICD-9-CM code for vascular catheter associated infections because 
the issue is important for public health. The proposal to create a new ICD-9-CM was 
discussed at the March 22-23,2007 meeting of the ICD-9-CM Coordination and 
Maintenance Committee. A summary of this meeting can be found at: 
httv:llwww.cdc.novlnchs/icd9.htm. Coders would also assign an additional code for the 
infection such as septicemia. Therefore, a list of specific infection codes would have to be 
developed to go along with code 996.62. If the vascular catheter associated infection was 
hospital-acquired, the DRG logic would have to be modified so that neither the code for 
the vascular catheter associated infection along with the specific infection code would 
count as a CC. 

Although we acknowledge the comments above and agree that as stated this condition would 
be problematic, we would suggest another approach-- not dependent on POA or a special 
code for vascular catheters. 

We agree there is no specific code for Catheter-associated blood stream infection (CA-BSI) 
-- a reasonably preventable condition. However--there are specific codes for insertion of 
catheters. 

It is possible to: 
a) Screen for bloodstream infection codes (996.62) 
b) Exempt or exclude all vascular surgery and other implantable device codes 
c) Examine the record for CPT codes for CVC placement occurring on the same 

admission. For example, one would include CPT code 36556 (insertion of non- 
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tunneled centrally inserted central venous catheter-age 5 or older ) or 36569 (insertion 
of peripherally inserted non-tunneled catheter-age 5 or older) 

d) Risk of including catheters from prior admission or placed at another institution is 
reduced by excluding long term catheter insertions such as the tunneled central 
venous catheter using codes 36557 through 36566. 

Code 36557 Insertion of tunneled centrally inserted central venous catheter 
without subcutaneous port or pump, younger than 5 
Code 36558 Insertion of tunneled centrally inserted central venous catheter 
without subcutaneous port or pump, 5 yrs or older 
36560 - Insertion of tunneled centrally inserted central venous catheter with a 
subcutaneous port , younger than 5 
36561 - Insertion of tunneled centrally inserted central venous catheter with a 
subcutaneous port 5 yrs or older 
36563- Insertion of tunneled centrally inserted central venous catheter with a 
subcutaneous pump , younger than 5 
36565 - Insertion of tunneled centrally inserted central venous access device 
requiring 2 catheters via 2 separate venous access sites; without subcutaneous 
port or pump ( e.g., Tesio type catheter) 
36566 - Insertion of tunneled centrally inserted central venous access device 
requiring 2 catheters via 2 separate venous access sites; with subcutaneous port 
or pump , 

# I 1  Surgical site infections are identified by ICD-9-CM code 998.59 (Other postoperative 
infection) 
The CMS notes that "While there are prevention guidelines, it is not always possible to 
identify the specific types of surgical infections that are preventable. Therefore, we are not 
proposing to select surgical site infections as one of our proposed hospital-acquired 
conditions at this time." 

1) Although we agree this approach is unworkable, we would suggest selecting a single 
high volume surgicalprocedure such as coronary artery bypass graft codes - e.g., "CABG 
without valve," for which there is a CC code for mediastinitis, and for which there are 
guidelines addressing preventability. 

2) Further, the CMS might consider post-operative sepsis, using a specific procedure 
code such as CABG (with or without valve) andlor total knee or hip replacement- 
excluding trauma. 

3) Finally, the CMS could consider a similar logic as noted above using postoperative 
sepsis following 'CABG without valve' with mediastinitis: 

a) Screen for bloodstream infection codes (996.62) 
b) Screen for CC code for mediastinitis (5 19.2) 
c) Exempt or exclude all cardiovascular surgery and other implantable codes 
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d) Examine the record for CABG codes 'without valve' occurring on the same 
admission 

Finally, we would like clarification from the CMS regarding how hospitals may appeal a CMS 
decision if an error in coding occurs, and a particular patient falls under the hospital-acquired 
conditions policy and is not eligible for a higher complication or comorbidity DRG payment. 

The MHA and its member hospitals embarked on a joint project with Johns Hopkins, funded 
by a $1 million grant from the U.S. Agency for Healthcare Research and Quality (AHRQ) to 
reduce ICU infections through the MHA Keystone Center. Over two years, 77 hospitals and 127 
hospital ICUs voluntarily participated in this project to reduce infections in the ICU. After 18 
months, the predictive model suggests that teams saved 1,574 lives, over 84,000 ICU days and 
over $1 75 million dollars. Infections from central IV catheters plummeted. The median CR- 
BSI rate in participating ICUs has now been at zero for almost a year. Ventilator associated 
pneumonia rates in the ICUs have been cut by 40%. Forty six ICUs have gone for over six 
months with no ventilator associated pneumonias. Fifty seven ICUs have gone for over six 
months with no blood stream infections from IV catheters. The MHA believes proactive 
projects such as these will result in better patient safety and quality. However, hospitals need the 
training and funding in order to implement these changes. 

The MHA believes the CMS proposal that complications are solely the result of 
hospital actions is fundamentally flawed. To reduce hospital payments for a condition 
present upon admission, but not documented, is too punitive. In addition, there is good 
evidence to suggest that even when reliable science and appropriate care processes are 
applied in the treatment of patients, not all infections can be prevented. Rather, the MHA 
recommends that the CMS provide funding and expand demonstration projects such as the 
MHA Keystone Center. The results and process improvements could be shared with all 
hospitals nationally to improve quality and patient safety. Imposing a punitive payment vs. 
providing the tools to improve would not produce the positive results the CMS desires. 

Again, the MHA appreciates this opportunity to provide comments to the CMS regarding 
this proposed inpatient rule and urge you to please take them into consideration. We believe our 
suggested modifications will result in positive changes for hospitals and the Medicare 
beneficiaries they serve. If you have questions on this comment letter, please contact me at 
(5 17) 703-8603 or mklein@mha.org. 

Sincerely, 

Marilyn Litka-Klein 
Senior Director, Health Policy 
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Leslie Norwalk, Esq. 
Acting Administrator 
Centers for Medicare & Medicaid Services 
Department of Health and Human Services 
Attention: CMS- 1533-P 
P.O. Box 801 1 
Baltimore, MD 2 1244- 1850 

Re: FY 2008 Medicare Inpatient Prospective Payment System Proposed Rule 
CMS-1533-P 

Dear Ms. Norwalk: 

On behalf of its 145 member hospitals, the Michigan Health & Hospital Association (MHA) 
welcomes this opportunity to comment to the Centers for Medicare & Medicaid Services (CMS) 
regarding the proposed rule to update the Inpatient Prospective Payment System for Fiscal Year 
(FY) 2008. While the rule, which was published in the May 3,2007, Federal Register, provides 
a 3.3 percent market basket increase for hospitals that submit data for the CMS quality measures, 
we strongly oppose the CMS' 2.4 percent "behavioral offset" for anticipated changes in 
hospital coding. We are also concerned about other significant policy changes included in the 
proposed rule that would negatively impact Michigan hospital Medicare reimbursement and 
undermine some fundamental payment principles. 

The adequacy of Medicare payments to cover the cost of services provided is crucial for 
ensuring the future viability of Michigan's nonprofit hospitals. Based on the latest data 
available, approximately 50 percent of Michigan hospitals experienced a negative margin on all 
Medicare services. This is very concerning particularly since Michigan's population is aging and 
the number of Medicare beneficiaries is projected to increase significantly over the next decade. 
By 2020, the number of Michigan residents who are 65 and older is expected to comprise 16.6 
percent of the state's population. 

When all payors are aggregated, Michigan hospitals experienced a negative 1.8 percent 
patient margin, with 88 hospitals, or 60 percent, losing money on patient care services. The 
proposed changes will further threaten the future viability of hospitals and access to healthcare 
services for Medicare beneficiaries and other residents of the state of Michigan. - 
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The MHA believes it is important for the CMS to recognize that the proposed payment 
changes alone will be financially devastating for many hospitals and includes operational 
modifications that hospitals could not adapt in the two months prior to Oct. 1. While hospitals 
support meaningful improvements to Medicare's inpatient PPS system, the CMS has exceeded 
its authority by recommending arbitrary and unnecessary cuts in this proposed rule. The MHA 
believes that these unprecedented budget cuts will further deplete scare resources, ultimately 
making hospitals' mission of caring for patients even more challenging. One of the fundamental 
values of a prospective payments system is the ability of providers to reasonably estimate 
payments in advance to impact their budgeting, marketing, staffing and other key management 
decisions. Given the extensive change and impact, two months is inadequate for hospitals to 
operationalize a $2 million payment reduction particularly when the latest margin data indicate 
the hospital lost $1.8 million providing patient care. 

Our key concerns include: 

2.4 Percent "Behavioral Offset" 

[Federal Register Pages 24708-2471 1) 

A provision in the Benefits Improvement and Protection Act (BIPA) of 2000, provides the 
CMS authority to adjust the standardized amount to eliminate the effect of changes in coding or 
classification of discharges that do not reflect real changes in case-mix. The MHA is strongly 
opposed to the proposed adjustment based on the assumption that the case mix index of hospitals 
will automatically increase. The MS-DRG system is an expansion of the current classification 
system rather than a replacement system such as the APR-DRG system that Maryland 
implemented. The CMS does not have any actual evidence that medical record coders will 
change their practice to "locate" complications to maximize reimbursement. Hospitals currently 
are coding complications, if they are documented in the patient record, in order to obtain the 
proper payment for the patient served. The MHA recommends that the CMS eliminate this 
reduction and provide hospitals with the full 3.3 percent market basket increase. Until the 
MS-DRGs are fully implemented and the CMS can document and demonstrate that any 
increase in case mix results from changes in cod in^ oractices rather than actual changes in 
patient severity, there should be no behavioral offset. Until the MS-DRGs are fully 
implemented, and the CMS can document and demonstrate that any increase in case-mix 
results from changes in coding practices rather than real changes in patient severity, there 
should be no "behavioral offset". At that time, the CMS can evaluate whether payments 
have increased due to coding rather than the severity of patients and determine if an 
adjustment is necessary. The CMS is not required to make an adjustment at this time, and 
should not do so without evidence that coding changes have occurred. 

Medicare Severity (MS) DRGs 

{Federal Register pages 24691 - 24 71 21 
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For FY 2008, the CMS is proposing to adopt Medicare Severity (MS) DRGs, which are the 
result of modifications to the current CMS DRGs to better account for patient severity. While 
the CMS proposes to implement the MS-DRGs on Oct 1,2007, they believe that the MS-DRGs 
should be evaluated by RAND and have instructed RAND to evaluate the proposed MS-DRGs 
using the same criteria that it is applying to the other DRG systems. 

The proposed MS-DRGs would increase the number of DRGs from 538 to 745. While the 
current CMS DRGs include 11 5 DRGs that are split based upon the presence or absence of a 
complication or comorbidity (CC), the MS-DRGs include 152 DRGs that subdivide into three 
tiers: major CC, CC and non-CC and another 106 DRGs that subdivide into two severity levels. 
While hospitals appreciate the CMS' recognition of the issues raised last year regarding its 
proposal to use Consolidated Severity (CS) adjusted DRGs, we believe it is crucial that a system 
change of this magnitude have a transition period of four years. The change to MS DRGs is 
projected to result in reimbursement decreases of 10 percent for some Michigan hospitals and an 
8 percent increase for others, with hospitals unable to adapt to changes of this magnitude in two 
months after release of the final rule. As a result, the MHA recommends that in FY 2008, the 
emphasis be on preparation and testing of the new DRG classification system so that the CMS 
has adequate time to finalize data, introduce and test software for patient classification and 
payment and train its fiscal intermediaries. In addition, this will allow the CMS time for further 
analysis by hospital type to ensure the projected changes are consistent with the policy objectives 
the CMS desires to achieve. This would also give hospitals more time to implement and test the 
new system and adjust operations and staffing based on projected changes in Medicare revenues. 
The MHA recommends a 4-year transition as follows: 

In FY 2008, continue current DRG classification system with an emphasis on 
preparation for and testing of the new classification system. This provides the CMS 
with adequate time to finalize data and a CC list, introduce and test software for 
classification and payment, and train its fiscal agents. It would also provide 
hospitals additional time to implement and test the new system and adjust operations 
and staffing for predicted revenues. In addition, it would also allow vendors and 
state agencies time to incorporate such changes into their respective software and 
information systems 

In FY 2009, DRG weights should be computed as a blend derived 113 from the MS- 
DRGs and 213 from traditional DRGs. 

In FY 201 0, DRG weights should be computed as a blend derived 213 from MS- 
DRGs and 113 from traditional DRGs 

In FY 201 1, DRG weights should be derived using 100 percent of the MS-DRGs 

Recalibration of DRG Weights 

For FY 2008, the CMS has not proposed any changes to the methodology adopted in FY 
2007 for calculating cost-based DRG weights. The three-year transition from charge-based DRG 
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weights to cost-based weights would continue, with two-thirds of each weight based on an 
estimation of costs and one-third based on charges. 

However, during the transition to cost-based weights, two significant issues surfaced: 

First, there is a mismatch between the two data sources used in establishing the cost- 
based weights. These differing data sources, specifically the charges from the MedPAR 
files (an accumulation of Medicare patient claims filed by each hospital) and the cost-to- 
charge ratios (CCRs) from the hospital Medicare cost reports, can distort the resulting 
DRG weights. It is important to note that the cost report was not designed to support the 
estimation of costs at the DRG level. 

Second, hospitals mark-up different items and services within each cost center by 
different amounts. Higher-cost items often are marked up less than lower-cost items. 
When the same CCR is applied to charges for these items, costs can be underestimated 
for items with lower mark-ups and overestimated for items with higher mark-ups. This 
"charge compression" can lead to the distortion of DRG weights. 

The AHA, Association of American Medical Colleges (AAMC) and Federation of American 
Hospitals (FAH) convened a workgroup made up of state association, cost report and billing 
experts to discuss these issues earlier this year. 

They identified three problems occur by using these two different data sources together: 

First, the method used by CMS to group hospital charges for the MedPAR files 
differs from that used by hospitals to group Medicare charges, total charges and overall 
costs on the cost report. 

Second, hospitals group their Medicare charges, total charges and overall costs in 
different departments on their cost reports for various reasons. 
Third, hospitals across the country complete their cost reports in different ways, as 
allowed by CMS. 

In addition, the use of hospital-specific charges and a national costfcharge ratio will result in 
a distortion of the DRG weights. This has the potential of shifting Medicare payments among 
hospitals mbased  on resource utilization but rather on a mathematical calculation. 

The MHA recommends that the CMS review the impact of using hospital specific 
charges and costs to determine whether the national cost-to-charge ratio has created 
inaccurate DRG weights. 
In addition, the ability for hospitals to track replacement devices at no cost vs. those at 
full cost is difficult. Capturing this information for the patient bill may require manual 
tracking of the part through several departments at a hospital, just to obtain information 
for one patient bill, resulting in lost productivity for several CMS is concerned about 






























































































































































































































































































































































































































































































































































































































