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Seventh Floor

1501 M Street, NW

Washington, DC  20005

Phone: (202) 466-6550  Fax: (202) 785-1756

MEMORANDUM

	To:
	ASTS

	From:
	Rebecca Burke and Diane Millman

	Date:
	August 12, 2009

	Re:
	Final Medicare Hospital Inpatient Prospective Payment System (IPPS)  Rule for Federal Fiscal Year (FFY) 2010



The following is a brief outline of the changes to the acute-care hospital IPPS adopted by the Centers for Medicare and Medicaid Services (CMS) for FFY 2010.  The final rule is currently available on-line at http://www.federalregister.gov/OFRUpload/OFRData/2009-18663_PI.pdf. 
Table I in the final rule (which begins on page 1528 of the online version) shows the all of the adopted changes on Medicare hospitals.  Overall, hospitals are expected to experience a 1.6 percent increase in payments.  A table comparing the 2009 and final 2010 transplant DRGs is at the end of this memorandum. 
Among the IPPS changes adopted by CMS are the following:
· IPPS Update
CMS will increase payments to hospitals by the full market basket update of 2.1%.  Hospitals that did not submit quarterly data on quality indicators in FFY 2009 are subject to a reduction of 2.0%.  CMS had proposed to reduce the update by 1.9% to adjust for changes in documentation and coding practices under the MS-DRGs, but it is postponing making any adjustments for this purpose until it has more data.  
· Quality Measures Program
· Currently, hospitals submit data on 30 quality measures to receive the full inpatient payment update.  For federal fiscal year 2010, hospitals will report on 44 quality measures (listed at pp. 426-28 of the online version ) in order to receive the full payment update.  These measures were adopted in previous rules.  For federal fiscal year 2011, CMS is adopting 46 measures (listed at pp. 465-67 of the online version).     
· Outlier
· CMS as adopted an outlier threshold of $ 23,140. 
· Wage Data, Wage Index and Labor-Related Share
· The occupational mix adjusted national average hourly wage is $ 33.5268.

· The occupational mix adjustment will be based on the 2007-2008 occupational mix survey, which collected information from July 1, 2007 – June 30, 2008.
· CMS applies the wage index to the labor-related portion of the standardized amount.  For hospitals whose wage index is greater than 1, CMS is proposing to decrease the 
labor-related share of the standardized amount to 68.8 % (from 69.7%).  For hospitals with a wage index of 1 or less, CMS will continue to apply a 62% labor-related share.  
· Rural Floor Budget Neutrality Adjustment
· FFY 2010 is the second year of the phase-in of the state-wide rural floor budget neutrality adjustment.  The wage index reflects 50% of the state-wide adjustment and 50% of the nationwide adjustment.  
· Geographic Reclassification Criteria
· A hospital that seeks to be reclassified to another area must show that its average hourly wage (AHW) is at least a certain percentage of the AHW in the area to which it seeks to be reclassified.  For applications for federal fiscal year 2011 (due September 1, 2009), the percentage for urban hospitals and group classifications will be 88% and the percentage for rural hospitals will be 86%.  (This is a phase-in of a rule adopted last year.) 
· Disproportionate Share Hospital (DSH) Payments
· Labor/Delivery (L/D) Room Days – Effective for cost reporting periods beginning on or after October 1, 2009, CMS has changed its existing policy and will include L/D room days for patients who are admitted as inpatients in the Medicaid fraction for purposes of calculating the Medicare DSH payment.  Current CMS policy is that such days are included in the DSH calculation only if the patient has first occupied an inpatient routine bed.  Under the new rule, L/D days for patients who are not admitted as inpatients will continue to be excluded from the DSH Medicaid fraction.  CMS policy regarding the treatment of L/D days for DSH purposes has been the subject of litigation.  In a recent decision, the CMS Administrator announced that, for hospitals located in the jurisdiction of the Ninth Circuit Court of Appeals, L/D days would be included in the DSH calculation for currently open and future cost reports, based on a ruling by that court.  In finalizing the new rule, CMS stated that this decision applied only to hospitals in the Ninth Circuit, that any pending appeals on the exclusion of L/D days would continue to be handled through the administrative appeal process, and that the new policy would not be applied retroactively to prior cost reporting periods.

· Aggregating Inpatient Days – Under existing policy, hospitals are required to report their Medicaid inpatient days in the cost reporting period in which the patient was discharged.  This has created problems because State Medicaid agencies use different methodologies for collecting and reporting Medicaid-eligible days.  Effective for cost reporting periods beginning on or after October 1, 2009, CMS will allow hospitals to report Medicaid days based on one of three methodologies:  (1)  date of admission; (2) date of discharge; or (3) dates of service.  A hospital is required to notify CMS at least 30 days prior to the beginning of a cost reporting period if it wants to change its methodology, and the change will be effective for the entire period.  Notification is required for any subsequent changes.  Hospitals are prohibited from “double-counting” any days due to a change in methodology.

· Observation Days – Prior to October 1, 2004, CMS policy was to exclude all observation days from the available bed and patient day counts for DSH purposes. With the FY 2005 IPPS final rule, CMS modified this policy to specify that observation days attributable to patients who are ultimately admitted for acute inpatient care would be included in those counts (while all other observation days continued to be excluded).  CMS has again changed its policy on observation days.  Effective for cost reporting periods beginning on or after October 1, 2009, all observation days will be excluded from the DSH calculation, regardless of whether the patients under observation are later admitted.  This change also applies to the treatment of observation days for purposes of the IME available bed count. 
· IME
· The IME adjustment factor remains at 1.35%.

· The discussion above regarding observation days for DSH also applies to IME bed days.

· New Medical Residency  Programs (DGME & IME)
· A hospital may receive an adjustment to its cap of full-time equivalent residents (FTEs) for “new medical residency training programs.”  Currently, a new medical residency training program is defined as a program that “receives initial accreditation by the appropriate accrediting body or begins training residents on or after January 1, 1995.”  CMS amended this definition to require that the program receive initial accreditation “for the first time.”  This change is to prevent an adjustment to the cap for the reaccreditation of programs that existed previously at the same or another hospital.  CMS also will now require that hospitals independently evaluate whether the program is new rather than relying solely upon the accrediting body’s characterization of the program.  

· A hospital may receive a temporary adjustment to its FTE cap by entering into an affiliation agreement with one or more other hospitals to aggregate their caps.  Currently, an affiliation agreement must be filed with CMS and the fiscal intermediary (or MAC) no later than July 1 (i.e., the beginning of each academic year).  CMS extended this deadline for new hospitals that receive their Medicare provider agreements and begin training residents after July 1.  The new hospital will be permitted to submit an affiliation agreement the earlier of June 30 of the residency program year during which the Medicare GME affiliation agreement will be in effect or the end of the first cost reporting period during which the hospital begins training.  Other hospitals in the same affiliated group will be required to submit amended affiliation agreements prior to June 30 of the program year during which the affiliation agreement is in effect.

· Capital IME
· CMS had proposed to eliminate the capital IME payment for federal fiscal year 2010.  In the final rule, CMS instead restored the full capital IME payment for federal fiscal year 2010.
· EMTALA
· CMS finalized several amendments to the regulations governing waiver of EMTALA sanctions during a disaster or public health emergency.  EMTALA sanctions will only be waived if an inappropriate transfer is necessitated by the circumstances of the declared emergency in the emergency area during the emergency period and if the transferring hospital does not discriminate based on the source of an individual’s payment or ability to pay.  CMS will also have the authority to waive EMTALA sanctions for one or more hospitals in an emergency area rather than all hospitals in the area.  
· Changes to Transplant DRGs
CMS recalibrates the DRG weights each year based on previous year charges and costs. As reflected in the table below, there have been some small shifts in weights for the transplant DRGs with increases for heart, lung and pancreas and decreases for the rest. 
	MS-DRG Title
	2009 DRG Weight
	2010 Final DRG Weight

	Heart Tx or Implant of Heart Assist System w/MCC
	23.0701
	24.8548

	Heart Tx or Implant of Heart Assist System w/o MCC
	12.815
	11.7540

	Liver Tx w/MCC or intestinal Tx
	10.8180
	10.1358

	Liver Transplant w/o MCC
	4.8839
	4.7569

	Lung Tx
	8.4002
	9.4543

	Simultaneous Kidney/Pancreas Tx
	5.1726
	5.0615

	Pancreas Tx
	3.8902
	4.2752

	Kidney Tx
	3.0654
	2.9736
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