
>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. Norwalk: 
> 
> 
> 
>On behalf of Freeman Health System and our 3,800 employees, we 
>appreciate the opportunity to comment on the Centers for Medicare & 

Medicaid Servicesr 
>(CMS) proposed rule for the fiscal year (FY) 2008 hospital inpatient 
>prospective payment system (PPS). 
> 
> 
> 
>While Freeman Health System supports many of the proposed rulers 
>provisions, we oppose the proposed "behavioral offset" cuts related to 
>the move to severity-adjusted diagnosis-related groups (DRGs) and the 
>cuts to capital payments. 
> 
> 
> 
>DRGS 
> 
>The proposed rule would create 745 new Medicare-Severity DRGs (MS- 
DRGs) 
>to replace the current 538 DRGs, and would overhaul the complication 
or 
>co- morbidity list. The proposed rule also includes a 2.4 percent cut 
>to both operating and capital payments in both FYs 2008 
> 
>and 2009 - $24 billion over five years - to eliminate what you claim 
>will be the effect of classification changes that do not reflect real 
>changes in case-mix. In addition, the rule proposes 
> 
>continuing the three-year transition to cost-based relative weights, 
>with two-thirds of the FY2008 weight based on costs and one-third 
based 
>on charges. 
> 
> 
> 
>However, payment changes alone will not remove the inappropriate 
>incentives created by physician self-referral to limited-service 
>hospitals. Even with the DRG changes proposed by CMS, physicians will 
>still have the ability and incentive to steer financially attractive 
>patients to facilities they own, avoid serving uninsured, Medicaid and 
>other low-income patients, practice 
> 
>similar forms of selection for outpatient services and drive up 



>utilization. We urge CMS to address the real issue of self-referral: 
to 
>rigorously examine the investment structures of physician-owned, 
>limited- service hospitals and consider our comments on CMS' interim 
>report on the strategic plan required by the Deficit Reduction Act of 
2005. 
> 

>The hospital field supports meaningful improvements to Medicare's 
>inpatient PPS. While we believe that the MS-DRGs provide a reasonable 
>framework for patient classification, a transition 

>is necessary given that the change redistributes between $800 million 
>and $900 million among hospitals. 

> 
>CAPITAL PAYMENT UPDATE 
> 
>The proposed rule would eliminate the capital payment update for all 
>urban hospitals (a 0.8 percent cut) and the large urban hospital 
>capital payment add-on (an additional 3 percent cut). These changes 
>would result in a payment cut of $880 million over five years to urban 

>We are opposed to these unnecessary cuts, which ignore how vital these 
>capital payments are to the ongoing maintenance and improvement of 
>hospitals1 facilities and technology. We also oppose your 
consideration 
>of possible future cuts to the indirect medical education and 
>disproportionate share hospital adjustments under the capital system. 
>CMS should not make any cuts or other adjustments to the capital PPS. 
> 
> 
> 
>CMS has gone well beyond its charge by recommending arbitrary and 
>unnecessary cuts in this proposed rule. These backdoor budget cuts 
will 
>further deplete scarce resources, ultimately making hospitals' mission 
>of caring for patients even more challenging. 
> 
> 

>Our detailed comments are attached. If you have any questions, please 
>feel free to contact Gary Duncan, President and CEO, at 417/347-6601 
or 
>gdduncan@freemanhealth.com. 
> 
> 
> 



> 
> 
> 
>Less Deardorff 
> 
>Director of Radiology 
> 
>Freeman Health System 
> 
>Joplin, Mo 64804 
> 
> 
> 
> 
> 
> 
>====------------------------------------------------- ................................................. This email 
>originated from Freeman Health System. This email contains 
confidential 
>information which is intended only for the use of the individual or 
entity named above. 
>If the reader of this email is not the intended recipient or agent 
>responsible for delivering it to the intended recipient, he/she is 
>hereby notified that you are in possession of confidential and 
>privileged information. If you have received this email in error, 
>please notify the sender immediately. State and federal law prohibits 
>you from making further disclosure of this information without 
specific 
>written consent of the person to whom it pertains, or as otherwise 
permitted by law. 
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June 4,2007 

Leslie Norwalk, 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; Ptoposed Rule (Vol. 72, No. 85), 
May 3,2007 

Dear Ms. Norwalk: 

On behalf of our nearly 5,000 member hospitals, health systems and other health care 
organizations, and our 37,000 individual members, the American Hospital Association (AHA) 
appreciates the opportunity to comment on the Centers for Medicare & Medicaid Services' 
(CMS) proposed rule for the fiscal year (FY) 2008 hospital inpatient prospective payment system 
(PPS) . 
While the AHA supports many of the proposed rule's provisions, we oppose the proposed 
"behavioral offset" cuts related to the move to severity-adjusted diagnosis-related groups 
(DRGs) and the cuts to capital payments. 

DRGs 
The proposed mle would create 745 new Medicare-Severity DRGs (MS-DRGs) to replace the 
current 538 DRGs, and would overhaul the complication or comorbidity list. The proposed mle 
also includes a 2.4 percent cut to both operating and capital payments in both FYs 2008 
and 2009 - $24 billion over five years - to eliminate what you claim will be the effect of 
classification changes that do not reflect real changes in case-mix. In addition, the rule proposes 
continuing the three-year transition to cost-based relative weights, with two-thirds of the FY 
2008 weight based on costs and one-third based on charges. 

However, payment changes alone will not remove the inappropriate incentives created by 
physician self-referral to limited-service hospitals. Even with the DRG changes proposed by 
CMS, physicians will still have the ability and incentive to steer financially attractive patients to 
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facilities they own, avoid serving uninsured, Medicaid and other low-income patients, practice 
similar forms of selection for outpatient services and drive up utilization. We urge CMS to 
address the real issue of self-referral: to rigorously examine the investment structures of 
physician-owned, limited-service hospitals and consider our comments on CMS' interim report 
on the strategic plan required by the Deficit Reduction Act of 2005. 

The hospital field supports meaningful improvements to Medicare's inpatient PPS. While we 
believe that the MS-DRGs provide a reasonable framework for patient classification, a transition 
is necessary given that the change redistributes between $800 million and $900 million among 
hospitals. 

CAPITAL PAYMENT UPDATE 
The proposed rule would eliminate the capital payment update for all urban hospitals (a 0.8 
percent cut) and the large urban hospital capital payment add-on (an additional 3 percent cut). 
These changes would result in a payment cut of $880 million over five years to urban 
hospitals. 

We are opposed to these unnecessary cuts, which ignore how vital these capital payments are to 
the ongoing maintenance and improvement of hospitals' facilities and technology. We also 
oppose your consideration of possible future cuts to the indirect medical education and 
disproportionate share hospital adjustments under the capital system. CMS should not make any 
cuts or other adjustments to the capital PPS. 

CMS has gone well beyond its charge by recommending arbitrary and unnecessary cuts in 
this proposed rule. These backdoor budget cuts will further deplete scarce resources, 
ultimately making hospitalst mission of caring for patients even more challenging. 

Our detailed comments are attached. If you have any questions, please feel free to contact me or 
Danielle Lloyd, senior associate director for policy, at (202) 626-2340 or dllovd@aha.org. 

Sincerely, 

Rick Pollack 
Executive Vice President 


















































































































































































































































































































































































































































