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June 30, 2009

Ms. Charlene Frizzera 

Acting Administrator

Centers for Medicare & Medicaid Services

Hubert H. Humphrey Building

200 Independence Avenue, S.W., Room 445-G

Washington, DC  20201

RE: CMS-1495-NC, Medicare Program; Inpatient Psychiatric Facilities Prospective Payment System Payment Update for Rate Year Beginning July 1, 2009 (RY 2010); Notice and Request for Comments (Vol. 74, No. 83), May 1, 2009 
Dear Ms. Frizzerra:

On behalf of its 144 member hospitals, the Michigan Health & Hospital Association (MHA) appreciates this opportunity to provide comments to comment on the Centers for Medicare & Medicaid Services (CMS) inpatient psychiatric facility (IPF) prospective payment system (PPS) notice and request for comments for rate year (RY) 2010, specifically the creation of an IPF-specific market basket and the teaching adjustment.

The adequacy of Medicare payments to cover the cost of services provided is crucial for ensuring the future viability of Michigan’s nonprofit hospitals. Overall, Medicare represents 43 percent of inpatient discharges and generated a nominal 1.6 percent margin in FY 2006 using Medicare allowable cost with 57 percent of Michigan’s hospitals losing money providing Medicare services.  Trended forward with cost increases that exceeded the Medicare market basket updates, these margins evaporated in FY 2009, with a further decline expected in FY 2010.  Latest data for IPFs indicate a negative 6.5 percent margin. These negative margins exist despite Michigan’s hospital cost per equivalent discharge of $9,095 was 6.3 percent below the national average of $9,711 as determined by Hal Cohen, PhD., in an independent analysis.   With the projected 1.8 percent increase in IPF payments projected for 2010, margins for IPFs will continue to decline, further compromising the financial stability of Michigan’s IPFs and their ability to provide mental health services for Medicare beneficiaries and other patients within their communities.  
 When all payors are aggregated, Michigan hospitals experienced a negative 1.5 percent patient margin, with approximately 66 percent, losing money on patient care services in 2007. With Medicare and Medicaid comprising approximately 53 percent of statewide volume and both paying significantly less than cost, coupled with increasing levels of uncompensated care, hospitals are struggling to remain financially viable and provide the services needed in their communities.  


The MHA’s specific concerns regarding the RY 2010 IPF update include:
MARKET BASKET

Since RY 2007, Medicare IPF PPS payments have been updated using a market basket – known as the RPL market basket – that reflects the operating and capital cost structures for inpatient rehabilitation facilities, IPFs and long-term care hospitals.  The CMS opted not to create an IPF-specific market basket due to the number of facilities and CMS-identified data limitations.  While at the time of implementation we were supportive of the RPL market basket, it has limitations. For example, while all facilities included in the RPL market basket are paid under a PPS, there are substantial differences in the cost structures across these facility types.  As a result, the MHA urges the CMS to consider creating an IPF-specific market basket.

In its request for comments, the CMS stated that the intent of an IPF-specific market basket would be to combine data from freestanding and hospital-based IPFs. Currently, only freestanding data are included in the RPL market basket.  The MHA believes the CMS should pursue including hospital-based IPF data in the market basket.  
Nationally, from 2005 through 2007, the number of freestanding IPFs increased by 1.0 percent, while the number of hospital-based IPFs decreased by 1.4 percent.  The MHA is concerned that this trend of facility closures will continue and likely accelerate. In 2007, freestanding IPF margins were positive 6.4 percent, while hospital-based IPF margins were negative 9.8 percent, a 16.2 percentage point difference.  Hospital-based facilities, which account for more than 60 percent of patient discharges under the IPF PPS, are a vital component in preserving access to care for patients suffering from mental illness, particularly those who have coexisting physical conditions or experience a crisis and enter the emergency department for treatment

IPF PPS TEACHING ADJUSTMENT

The IPF PPS also includes a teaching adjustment for medical education. High-quality residency education is fundamental to ensuring a continued physician workforce.  Medicare serves as a key source of financial support for residency programs by reimbursing the program’s share of the costs of residency education at teaching hospitals. The IPF PPS’ teaching adjustment provides an add-on payment for teaching hospitals based on the ratio of interns and residents to average daily census. However, the system includes a cap on the number of full-time equivalent (FTE) residents that may be used to calculate the teaching status adjustment.  This cap is based on the number of FTE residents reported in the IPF’s most recent cost report that was filed before Nov. 15, 2004

The MHA is concerned about the cap on the number of FTE residents that can be used to calculate the teaching status adjustment; specifically, that it is based on a snapshot of activity, essentially “freezing” the status of residency education at a random point in time – 2004.  The MHA believes the CMS should modify the resident cap policy in the IPF PPS to allows an upward adjustment to the resident limits of hospitals that take on and complete the training of residents from a closing hospital.  This would minimize disruption in the training of residents without increasing overall resident counts nationally.
The American Hospital Association (AHA) surveyed IPFs to determine the impact of CMS limits on psychiatric residency programs.  Some IPFs reported that they train additional residents from a closed residency program and have exceeded their caps because of those residents.  Other IPFs reported that that they had been asked to train additional residents from a closed residency program but had not agreed because these additional residents would have caused them to exceed their cap.  These facilities expressed concern about the limitations of the cap, particularly in light of the shortage of psychiatrists in the U.S.

 The MHA urges the CMS to modify its IPF PPS resident limit policy which would help mitigate the psychiatrist shortage and promote access for beneficiaries who suffer from mental illness and substance use disorders and are among the most vulnerable Americans.   
The MHA believes these recommendations will result in a positive outcome for IPFs, the patients they serve and their communities.  If you have any questions or need further information, please contact me at 517-703-8608.

Sincerely,
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Vickie R. Seal 

Director of Finance

Policy and Health Delivery
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