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June 30, 2009
Ms. Charlene Frizzera
Acting Administrator 





Centers for Medicare & Medicaid Services





 
Department of Health and Human Services

Attention: CMS-1534-P

P.O. Box 8011
Baltimore, MD 21244-1850
Re:
CMS–1410–P Medicare Program; Prospective Payment System (PPS) and Consolidated Billing for Skilled Nursing Facilities (SNFs) for FY 2010
Dear Mr. Weems:

On behalf of its 145 member hospitals, the Michigan Health & Hospital Association (MHA) appreciates the opportunity to provide comments to the Centers for Medicare & Medicaid Services (CMS) regarding the proposed rule to update the skilled nursing facility (SNF) Prospective Payment System (IPPS) for Fiscal Year (FY) 2010.  Overall, it is projected that payments to Michigan hospital-based SNFs will decrease by $424,000 or 1.6 percent in 
FY 2010.  This is especially concerning since the most recent estimate for the Rehabilitation, Psychiatric and Long-Term Care (RPL) marketbasket for 2010 is 2.1 percent. 
As proposed, the rule provides a 2.1 percent market basket update to SNFs, which is projected to increase payments to Michigan SNFs by $596,000 in FY 2010.  However, this increase would be more than offset by the re-weighting of the SNF Resource Utilization Group (RUGs) weights, which is projected to decrease payments to Michigan SNFs by $960,000, or 3.5 percent in FY 2010.  This letter highlights our concerns about the methodology proposed by the CMS to adjust for recent changes in case mix. As proposed, these changes would further threaten the future viability of SNFs and access to vital SNF services for Medicare beneficiaries and other Michigan residents. 
Recalibration of Resource Utilization Groups (RUGs) Case Mix
(Federal Register Pages 22214 – 22217)

The final FY 2006 SNF PPS rule expanded the original 44 payment categories, or resource utilization groups (RUGs), to a refined system with 53 RUGs.  The case-mix indexes for the 53 new RUGS were developed using 2001 claims data and resulted in lower case-mix weights for some of the older RUGs categories and higher case-mix weights for the nine new categories to reflect the resource needs for patients requiring extensive medical and rehabilitation services.  Based on the CMS’s estimates that payments under the 44 RUGs categories would have been higher than under the new 53 categories, to maintain budget neutrality, the CMS adjusted the 53 RUGs weights upward by 17.9 percent. 

In the FY 2009 SNF PPS proposed rule, the CMS indicated that the actual payment distribution under the refined case-mix system was significantly different than what the CMS had initially projected.  The CMS determined that the 17.9 percent increase, intended to create budget neutrality, actually increased overall SNF payments under the 53 RUGs.  As a result, in FY 2009, the CMS proposed, but did not adopt, a provision to recalibrate the RUGs weights to restore the intended budget neutrality for the 2006 case-mix refinements.  

For FY 2010, the CMS proposes to implement the weight recalibration using the methodology described in the FY 2009 proposed rule.  Instead of maintaining the 17.9 percent increase that was incorporated into the FY 2006 RUGs, the proposed recalibration, would decrease current RUGs by 9.68 percent, a level that approximates the CMS recalibrated CMI increase. This adjustment is projected to decrease national FY 2010 Medicare SNF payments by $1.05 billion and $960,000, or 3.5 percent, for Michigan’s hospital-based SNFs.
The MHA urges the CMS to not implement the proposed RUGS recalibration for
FY 2010 as this would be financially devastating to SNFs.  If the CMS opts to proceed with the proposed recalibration, we urge that there be a three-year transition period to mitigate the financial consequences of this adjustment.  

Again, the MHA appreciates this opportunity to provide comments to the CMS regarding this proposed SNF rule.  We believe our suggested modifications will mitigate unnecessary financial hardship to SNFs.  If you have questions on this comment letter, please contact me at (517) 703-8603 or mklein@mha.org.

Sincerely,
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Vickie R. Seal

Director of Finance

Policy and Health Delivery
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