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This presentation was current at the time it was published or uploaded onto the 
Web. Medicare policy changes frequently, so links to the source documents 
have been provided within the document for your reference.  
 
This presentation was prepared as a tool to assist providers and is not intended 
to grant rights or impose obligations. Although every reasonable effort has been 
made to assure the accuracy of the information within these pages, the ultimate 
responsibility for the correct submission of claims and response to any 
remittance advice lies with the provider of services. The Centers for Medicare  
& Medicaid Services (CMS) employees, agents, and staff make no 
representation, warranty, or guarantee that this compilation of Medicare 
information is error-free and will bear no responsibility or liability for the results 
or consequences of the use of this guide. This presentation is a general 
summary that explains certain aspects of the Medicare Program, but is not a 
legal document. The official Medicare Program provisions are contained in the 
relevant laws, regulations, and rulings. 

Disclaimer 
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• Hospital Value-Based Purchasing (VBP) Program Overview  

• Fiscal Year (FY) 2013 Hospital VBP Program Timeline 

• FY 2013 Percentage Payment Summary Report 
– Percentage Payment Summary 

– Clinical Process of Care Domain Summary 

– Patient Experience of Care Domain Summary 

• Review and Corrections/Appeal Process 

• Value-Based Incentive Payment 

• Questions & Answers 

Agenda 
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Introduction: Hospital VBP Program 

• Required by the Affordable Care Act, which added Section 1886(o) to 
the Social Security Act 
 

• Quality incentive program built on the Hospital Inpatient Quality 
Reporting (IQR) measure reporting infrastructure 
 

• Next step in promoting higher quality care for Medicare;  
pays for care that rewards better value and patient outcomes, instead of 
just volume of services 
 

• Funded by a 1% reduction from participating hospitals’ base operating 
diagnosis-related group (DRG) payments for FY 2013, increasing to 2% 
by FY 2017  

 

• Uses measures that have been specified under the Hospital IQR 
Program and results published on Hospital Compare for at  
least one year 
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Who is Eligible for the  
Hospital VBP Program? 

• How is “hospital” defined for this program? 
 

– The Hospital VBP Program applies to subsection (d) hospitals: 

• Statutory definition of subsection (d) hospital found in 
Section 1886(d)(1)(B) of the Social Security Act 
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Who is Excluded from the  
Hospital VBP Program? 
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• Exclusions under Section 1886(o)(1)(C)(ii): 
– Hospitals subject to payment reductions under Hospital IQR 
– Hospitals and hospital units excluded from the Inpatient Prospective Payment 

System (IPPS) 
– Hospitals cited for deficiencies during the Performance Period that pose immediate 

jeopardy to the health or safety of patients  
– Hospitals without the minimum number of cases, measures, or surveys in the 

performance period for the applicable fiscal year 
– Hospitals that are paid under Section 1814 (b)(3) but have received an exemption 

from the Secretary of the Department of Health and Human Services (HHS)  

• For example: Maryland received a waiver for the FY 2013 Program Year through this 
process, but they must re-submit their exemption request annually 

• Hospitals excluded from the Hospital VBP Program will not be subject to 
the base operating DRG reduction for the applicable fiscal year 



FY 2013 Hospital VBP Program Timeline 
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Reports in Calendar Year 2012 

Report Purpose Baseline and Performance 
Periods for Reports 

Dry Run Report 
 

(Released late 
February 2012) 

• Offered educational opportunity to understand and 
prepare for the future impact of Hospital VBP 

• Will not be updated for future years  

• April 1, 2008 – December 31, 
2008 

• April 1, 2010 – December 31, 
2010 

FY 2013 
Estimated 
Payment 
Percentage 
Summary Report 
 

(Released July 2012) 

• Shows a hospital’s estimated value-based incentive 
payment percentage for FY 2013 

• Used a different performance period than was 
published in the Hospital VBP Final Rule 

• Will not be updated for future years 

• July 1, 2009 – March 31, 2010 
• April 1, 2011 – December 31, 

2011 

FY 2013 Actual  
Payment 
Percentage 
Summary Report 
 

(Scheduled release: 
October 2012) 

• Shows a hospital’s value-based incentive payment 
percentage for each FY 2013 patient discharge 

• Uses the same performance period published in the 
Hospital VBP Final Rule 

• Has true financial impact  

• July 1, 2009 – March 31, 2010 
• July 1, 2011 – March 31, 2012 
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FY 2013 Actual Percentage Payment  
Summary Report 

A hospital’s FY 2013 Percentage Payment Summary Report is 
divided into three sections: 
 

• Percentage Payment Summary 
– Total Performance Score 
– Clinical Process of Care domain score 
– Patient Experience of Care domain score 
– Value-based incentive payment percentage 

• Clinical Process of Care Domain Summary 
– Details on the 12 Clinical Process of Care measures  

• Patient Experience of Care Domain Summary 
– Details on the 8 Patient Experience of Care dimensions 
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FY 2013 Percentage Payment Summary 
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Summarizes the change to a hospital’s base 
operating DRG payments for FY 2013 based 

on that facility’s TPS 
 

 
Note:  Facility TPS, State TPS, National TPS, Domain Scores, and Value-Based Percentage Payment Summary are 

simulated numbers provided for illustrative purposes only. 

Shows a facility's Total 
Performance Score (TPS), the 
average TPS in its state, and the  
average TPS across the nation 

 
 

 

Shows a hospital’s unweighted and weighted 
scores for the Clinical Process of Care Domain 

and Patient Experience of Care Domain 

 



FY 2013 Clinical Process of Care  
Domain Summary (1 of 2) 
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Shows a hospital’s baseline and performance rates for 
FY 2013, as well as the numerators and denominators 

used to calculate these rates 

 



FY 2013 Clinical Process of Care  
Domain Summary (2 of 2) 

Shows the benchmark and threshold for each measure, 
along with a hospital’s achievement points, improvement 

points, and measure scores, which are based on the 
greater of achievement or improvement points.  

Displays the condition/procedure scores as well. 
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FY 2013 Clinical Process of Care Domain 
Example: Acute Myocardial Infarction 

• Acute Myocardial Infarction Procedure Score = 6 
– AMI-7a: No points are awarded for that measure 
– AMI-8a: 6 points are awarded for that measure 
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FY 2013 Clinical Process of Care Domain 
Example: AMI-8a 

• Improvement Points: 0 points are awarded  
since this hospital’s Performance Rate (0.9667) is less than this hospital’s Baseline Rate (1.0000).  
The points awarded are calculated using a formula defined in the Hospital VBP Final Rule. 

• Achievement Points: 6 points are awarded  
since this hospital’s Performance Rate (0.9667) is more than the Achievement Threshold (0.9186).  
The points awarded are calculated using a formula defined in the Hospital VBP Final Rule. 

• Measure Score: 6 points are awarded for AMI-8a 
since this is the greater of improvement or achievement points. 
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FY 2013 Clinical Process of Care Domain 
Example: AMI-7a 
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• Improvement Points: “N/A” is shown since this hospital has no Baseline Rate and Performance 
Rate. This hospital did not meet the minimum case requirements during the baseline period, and 
it did not submit data during the performance period. 

• Achievement Points: “N/A” is shown since this hospital has no Performance Rate. The 
Numerator and Denominator used to calculate the performance rate is “N/A,” indicating that no 
data was submitted for this performance period. 

• Measure Score: “N/A” is shown since this hospital was not awarded achievement or 
improvement points. 

• Condition/Procedure: 6 points are awarded for Acute Myocardial Infarction since this is the sum 
of the measure scores for AMI-7 and AMI-8. 

 
 
 



FY 2013 Clinical Process of Care  
Domain Summary Totals 

Shows the number of measures used to compute 
a hospital’s Clinical Process of Care domain 

score, along with the unweighted and weighted 
Clinical Process of Care Domain scores 
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FY 2013 Patient Experience of Care  
Domain Summary (1 of 2) 
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Shows details of the eight Patient Experience of 
Care dimensions along with a hospital’s 

dimension scores, which are based on the 
greater of improvement or achievement points 



FY 2013 Patient Experience of Care  
Domain Summary (2 of 2) 
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Shows a hospital’s lowest dimension score from the 
performance period, which is used to calculate that 

hospital’s HCAHPS Consistency Score 

 



FY 2013 Patient Experience of Care  
Domain Summary Totals 
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Shows a hospital’s base score and consistency 
score used to calculate the unweighted and 

weighted Patient Experience of domain score, 
along with the total completed HCAHPS surveys 

for the performance period 

 



 
Review & Corrections Process:  

Condition-Specific, Domain-Specific, and  
Total Performance Score 

 

• Review and Corrections Process: 
– Designed to allow corrections to condition-specific, domain-specific, and total 

performance scores that will be made available on the Hospital Compare 
website 

– A prerequisite to pursuing any appeal 
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Required Review and Corrections  
Request Information 
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• Date of Review and Corrections Request 

• Hospital’s CMS Certification Number (CCN) 

• Hospital name 

• CEO and QualityNet System Administrator 
contact information, including: 

– Name 
– Email address 
– Telephone number 
– Physical mailing address 

• Corrections Type (e.g., condition-specific, 
domain-specific, TPS) 

• Reason(s) for correction 

• Supporting document attachments,  
as necessary 



Appeals Process 

• Appeals Process: 
– Allows hospitals to seek corrections for errors that may have been 

introduced during the TPS calculations that may affect a hospital’s payment 
– Extends to hospitals’ Total Performance Score and its performance 

assessment with respect to performance standards, not directly to incentive 
payments 

– Requires that hospitals must first submit a corrections request prior  
to submitting an appeal 
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Basis for Appeals 

5. Whether CMS calculated the Patient 
Experience of Care consistency points 
correctly 

6. Whether the correct domain scores were 
used to calculate the TPS 

7. Whether each domain was weighted 
properly 

8. Whether the weighted domain scores were 
properly summed to arrive at the TPS 

9. Whether a hospital’s open / closed status 
(including mergers and acquisitions) is 
properly specified in CMS’s systems 
 

 

If CMS denies a hospital’s corrections request under the review and corrections 
process, a hospital may appeal based on the following nine scenarios: 
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1. Whether the achievement / improvement 
points were calculated correctly 

2. Whether CMS properly used the higher 
of achievement / improvement for each 
measure / dimension score 

3. Whether CMS correctly calculated the 
domain scores, including the 
normalization calculation for the Clinical 
domain 

4. Whether CMS used the proper lowest 
dimension score for calculations of the 
Patient Experience of Care consistency 
points 

 

 



Required Appeal Request Information 
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• Date of Appeal Request 

• Date of Review and Corrections Request 

• Date of Review and Corrections decision  
from CMS 

• Hospital’s CMS Certification Number (CCN) 

• Hospital name 

• CEO and QualityNet System Administrator  
contact information, including: 

– Name 
– Email address 
– Telephone number 
– Physical mailing address 

• Basis for requesting an appeal 

• Reason(s) for an appeal 

• Supporting document attachments, as necessary 



• Where to find the “Review and Corrections Request” 
and “Appeal Request” forms: 

– On the QualityNet website: www.qualitynet.org 
select the “Hospital – Inpatient” box at the top of the  
page and choose the Hospital Value-Based Purchasing 
(VBP) link. From the Hospital VBP page, select Fiscal Year 
2013 and then choose Review and Corrections/Appeals.  

OR 

– Enter the URL: 
https://www.qualitynet.org/dcs/ContentServer?c=Page&pag
ename=QnetPublic%2FPage%2FQnetTier4&cid=12287724
79558 

• Where to submit completed forms: 
– Submit the completed form via My QualityNet  and upload to 

the Hospital VBP Feedback Global Exchange Group 

Review and Corrections Request/  
Appeal Request Forms 
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Appeal Request 
Form 

2 

https://www.qualitynet.org/
https://www.qualitynet.org/dcs/ContentServer?c=Page&pagename=QnetPublic/Page/QnetTier4&cid=1228772479558
https://www.qualitynet.org/dcs/ContentServer?c=Page&pagename=QnetPublic/Page/QnetTier4&cid=1228772479558
https://www.qualitynet.org/dcs/ContentServer?c=Page&pagename=QnetPublic/Page/QnetTier4&cid=1228772479558


Performance Information Posting on the 
Hospital Compare Website 

• Hospitals’ performance information will be posted, including: 
– Measure rates 
– Condition-specific scores 
– Domain-specific scores 
– Total Performance Scores (TPS)  

• CMS anticipates posting hospital performance information on 
the Hospital Compare website in April 2013 

• Incentive adjustment postings on Hospital Compare will be 
addressed in future rulemaking 
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How is the Total Performance Score Converted to a  
Value-Based Multiplier (or Value-Based Incentive  

Payment Adjustment Factor)? 

These six steps are used to convert a Hospital’s Total Performance 
Score (TPS) into a value-based multiplier: 

 
 

1. Estimate each hospital’s total annual base operating DRG payment amount using 
Medicare inpatient claims data 
 

2. Calculate the total annual estimated base operating DRG payment amount reduction 
across all eligible hospitals 

 

3. Calculate the linear exchange function slope 
 

4. Calculate each hospital’s value-based incentive payment percentage  
(also known as percent of base operating DRG earned back) 
 

5. Compute the net percentage change in the hospital’s base operating DRG payment 
amount for each Medicare discharge 
 

6. Compute the value-based multiplier (also known as the value-based incentive 
payment adjustment factor) 
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TPS to Value-Based Multiplier:  
Step 1 

1. Estimate each hospital’s total annual base operating DRG 
payment amount using Medicare inpatient claims data 

– This amount is estimated using the Medicare Provider Analysis 
and Review (MedPAR) file for the first two steps of the value-based 
multiplier calculation 

– An inflation factor is added to express the amount in FY 2013 
dollars 
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TPS to Value-Based Multiplier:  
Step 2 

2. Calculate the total annual estimated base operating DRG 
payment reduction amount across all eligible hospitals 

– Statute requires that the total amount available for value-based 
incentive payments to all hospitals must be equal to the amount of 
the base-operating DRG payment reduction, as estimated by the 
HHS Secretary 

– This amount is estimated by: 
a. Multiplying each hospital’s total annual base operating DRG payment amount 

from Step #1 by the applicable percent reduction (1.0 percent for FY 2013), 
then  

b. Summing that 1.0 percent of base operating DRG payment amounts across 
all hospitals to determine the total annual base operating DRG payment 
amount reduction 
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3. Calculate the linear exchange function slope  
– Statute requires that value-based incentive payments be based 

on hospitals’ Total Performance Scores (TPS) 
– CMS will use a linear exchange function to distribute the available 

amount of value-based incentive payments to hospitals, based on 
hospitals’ Total Performance Scores  

– Steps to calculate the linear exchange function slope: 
3a.  Convert the Total Performance Score into a ratio by dividing by 100  
3b.  Multiply each hospital’s estimated total base operating DRG amount reduction 

(step  2a) by the hospital’s Total Performance Score expressed as a decimal 
from step 3a 

3c.   Sum the result of Step 3b across all hospitals 
3d.  Divide the Total Annual Estimated Base Operating DRG Payment Amount 

Reduction (Step 2b) by the result of Step 3c 

 

TPS to Value-Based Multiplier:  
Step 3 

29 



TPS to Value-Based Multiplier: Step 3 
FY 2013 Program Linear Exchange Function Slope 
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4. Calculate each hospital’s Value-Based Incentive Payment  
Percentage 
− Defined as the percentage of the base operating DRG payment amount for each 

Medicare discharge that a hospital has earned, with respect to a fiscal year, based on 
its total performance score (TPS) for that fiscal year 

− Hospital’s Value-Based Incentive Payment Percentage formula: 

 =  𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴  %  𝑅𝐴𝑅𝑅𝐴𝑅𝐴𝑅𝑅 ×  𝑇𝑇𝑇
100

 ×  𝐴𝐴𝑅𝐴𝐴𝑙 𝐴𝑒𝐴𝑒𝐴𝑅𝑒𝐴 𝑓𝑅𝑅𝐴𝑅𝐴𝑅𝑅 𝑠𝐴𝑅𝐴𝐴 

− Value-Based Incentive Payment Percentage can be multiplied by the base operating 
DRG payment amount to calculate the Value-Based Incentive Payment Amount 

− The sum of all Value-Based Incentive Payment Amounts across all hospitals is equal, 
by statute, to the total amount available for value-based incentive payments to all 
hospitals (or the total amount of base operating DRG payment amount reductions 
across all hospitals in that fiscal year), as estimated by the HHS Secretary 
 

 

TPS to Value-Based Multiplier:  
Step 4 
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5. Compute the Net Percentage Change in the hospital’s base 
operating DRG payment amount for each Medicare 
discharge 
− Calculated as an interim step, in order to calculate the value-based 

multiplier (value-based incentive payment adjustment factor) 

− The Net Percentage Change formula: 

                                =  𝐻𝑅𝑠𝐴𝐴𝑅𝐴𝐴′𝑠 𝑉𝐴𝐴𝑅𝐴−𝐵𝐴𝑠𝐴𝑅 𝐼𝑅𝐴𝐴𝑅𝑅𝐴𝐼𝐴 𝑃𝐴𝑃𝑃𝐴𝑅𝑅 %  
−  𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴 % 𝑃𝐴𝑃𝑃𝐴𝑅𝑅 𝑅𝐴𝑅𝑅𝐴𝑅𝐴𝑅𝑅  

TPS to Value-Based Multiplier:  
Step 5 
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6. Compute the Value-Based Multiplier 

− The number that CMS would multiply by the base operating DRG 
payment amount for each Medicare discharge in the fiscal year 

− Represents the total effect of the applicable percent reduction and the 
value-based incentive payment percentage on the base operating 
DRG payment amount  

− May be greater than, equal to, or less than 1 

− Value-Based Multiplier formula: 

     =  1 +  𝑁𝐴𝑅 % 𝐶𝑒𝐴𝑅𝑒𝐴 𝐴𝑅 𝐵𝐴𝑠𝐴 𝑂𝐴𝐴𝑙𝐴𝑅𝐴𝑅𝑒 𝐷𝑅𝐷 𝑃𝐴𝑃𝑃𝐴𝑅𝑅 𝐴𝑃𝑅𝑅𝑅𝑅 
 
 
 

 

TPS to Value-Based Multiplier:  
Step 6 
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Example: Value-Based Multiplier Calculation 
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Facility Total Performance Score Converted to 
a Value-Based Multiplier Example 

 

 Note:  Facility TPS, State TPS, National TPS, Domain Scores, and Value-Based Percentage Payment Summary  
are simulated numbers provided for illustrative purposes only. 



Example: Value-Based Multiplier Calculation 
Step 1 

Step 1.  Estimate each hospital’s total annual base operating DRG  
 payment amount  

              Add Estimated Base Operating DRG Payment Amount  
         for Each Medicare Discharge in the Fiscal Year                     

  

(calculated using the most recently available MedPAR files) 

Example Result 
 

35 

Hospital’s estimated total annual base operating DRG  
payment amount = $1,000,000 (for example) 



Example: Value-Based Multiplier Calculation 
Step 2 

Step 2.  Calculate the total annual estimated base operating DRG payment 
amount reduction across all eligible hospitals 

2a. Example Hospital Base Operating DRG Payment Amount × Applicable Percent Reduction 
for Program Year  

$1,000,000  ×  1.0% (for FY13)  =  $10,000  
 

2b. Sum across all hospitals: Sum [Base Operating DRG Payment Amount  ×  1.0% (for FY13)] 

Example Result 
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Hospital’s Estimated FY13 Base Operating DRG 
Payment Amount Reduction = $10,000 

 

Total Annual Estimated Base Operating DRG 
Payment Amount Reduction Across All Hospitals  

= $1 billion  
(Assumed given in example) 



Example: Value-Based Multiplier Calculation 
Step 3 

Step 3.  Calculate the Linear Exchange Function Slope 

Example Result 
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Linear Exchange Function Slope = 2.0 



Example: Value-Based Multiplier Calculation 
Step 4 

Step 4.  Calculate each hospital’s Value-Based Incentive Payment 
Percentage 

Applicable Percent Reduction for Program Year × Hospital’s TPS/100 × Linear Exchange Function Slope 
 

0.01 (for FY13)  ×  71/100  (for this example hospital) ×  2.0  =  0.0142,  or 1.42%  
 

Note:  This hospital’s TPS = 71.  TPS is expressed as a decimal (71/100 = 0.71).   
 

Result for This Example Hospital: 
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0.0142 or 1.42% Value-based Incentive  
Payment Percentage 



Example: Value-Based Multiplier Calculation 
Step 5 

Step 5.  Compute the net percentage change in the hospital’s base  
operating DRG payment amount for each discharge 

Hospital’s Value-based Incentive Payment Percentage –  
Applicable Percent Payment Reduction 

  
 1.42%  –  1.00%  =  0.42% 

Result for this Example Hospital: 
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0.42% Net Change in Base Operating DRG Payment Amount 
 

OR 
 

0.42%  ×  $1,000,000  =  $4,200 FY13 Estimated Net Change 



Example: Value-Based Multiplier Calculation 
Step 6 

Step 6.  Compute the hospital’s Value-Based Multiplier 

1.0  +  Net Percentage Change in Base Operating DRG Payment Amount 
 

 1.0  +  0.42/100  =  1.0042 

Result for this Example Hospital:  
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1.0042 FY13 Estimated Value-Based Multiplier 



Example: Value-Based Multiplier Calculation 
Summary 

Example Summary 
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Value-Based Multiplier Result 

The hospital’s FY 2013 base operating 
DRG payment amount for each 
discharge will be multiplied by 1.0042 
under the Hospital VBP Program.   
This is a 0.42% increase.  

This hospital’s estimated annual base 
operating DRG payment amount of 
$1,000,000 would be increased to 
$1,004,200—an estimated $4,200 total 
increase for the fiscal year. The actual 
payment in the fiscal year will depend on 
the hospital’s discharges during the 
fiscal year.  



Base Operating DRG Payment Reduction and 
Value-Based Incentive Payment Adjustment 
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Where to Find Answers to Questions 

• Technical questions or issues related to accessing the report 
– Contact the QualityNet Help Desk at the following email address: qnetsupport@sdps.org 

or call (866) 288-8912 

• More information on your FY 2013 Percentage Payment Summary Report  
– See the “How to Read Your Report” guide and fact sheet located on the Hospital VBP 

section of the QualityNet website: http://www.qualitynet.org by selecting the “Hospital – 
Inpatient” box at the top of the page and choosing the Hospital  
Value-Based Purchasing (VBP) link 

• Frequently Asked Questions (FAQs) related to Hospital VBP 
– Find FAQs using the Hospital-Inpatient Questions and Answers tool available on  

the QualityNet website: http://www.qualitynet.org by selecting the Hospitals – Inpatient 
link in the Questions & Answers box on the right-hand column 

• Ask questions related to Hospital VBP 
– Submit questions using the Hospital-Inpatient Questions and Answers tool  

available on the QualityNet website: http://www.qualitynet.org by selecting  
the Hospitals – Inpatient link in the Questions & Answers box on the  
right-hand column 
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Questions about the FY 2013  

Actual Payment Percentage 
Summary Report? 
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• www.cms.gov/Hospital-Value-Based-Purchasing 
 

The post-call materials for this call will be posted at 
http://www.cms.gov/Outreach-and-

Education/Outreach/NPC/National-Provider-Calls-and-
Events.html, in the “Downloads” section. 

 
The post-call materials will be accessible for downloading  

within three weeks of the call. 
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Evaluate Your Experience with Today’s 
National Provider Call 

• To ensure that the National Provider Call (NPC) Program continues 
to be responsive to your needs, we are providing an opportunity for 
you to evaluate your experience with today’s NPC. Evaluations are 
anonymous and strictly voluntary. 
 

• To complete the evaluation, visit http://npc.blhtech.com/ and select 
the title for today’s call from the menu. 
 

• All registrants will also receive a reminder email within two business 
days of the call. Please disregard this email if you have already 
completed the evaluation.   
 

• We appreciate your feedback! 
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