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CMS Inpatient Reimbursement Rate Updates Proposed for 2019

On April 24, 2018, the Centers for Medicare and
Medicaid Services (CMS) released their proposed rules
for payment and policy updates for the Medicare
Inpatient Prospective Payment System (IPPS) and the
Long-Term Care Hospital (LTCH) Prospective Payment
System (PPS) for fiscal year (FY) 2019.! The proposed
rule includes an estimated 1.75% increase in operating
payments to general acute care hospitals that successfully
participate in the Hospital Inpatient Quality Reporting
(IQR) Program and electronic health record (EHR)
Meaningful Use program,? but a projected 0.1% decrease
in LTCH PPS payments.® Both of these projected
increases are less than last year’s projections, in which
operating payments were estimated to increase by 1.81%,
and LTCH PPS payments were projected to decrease by
approximately 4.2%.4 Payments for uncompensated care
to disproportionate share hospitals (DSH) are expected
to increase by $1.5 billion from FY 2018, totaling $8.25
billion for FY 2019.5 The goal of these proposed rules,
according to CMS, is to promote “greater price
transparency, interoperability, and significant burden
reduction [to providers].”® In an attempt to achieve this
goal, CMS has proposed changes to Medicare’s
Meaningful Use program, as well as several value-based
payment (VBP) programs.” More detailed explanations
of these proposed changes are described below.

Increasing Price Transparency

Under current law, hospitals are required to make their
list of standard charges public.® For FY 2019, CMS is
proposing to mandate the public reporting of standard
hospital charges via the Internet, effectively increasing
price transparency among consumers of healthcare
services (i.e., patients).® CMS has proposed imposing
penalties on hospitals that are not compliant with the
requirement, as well as making information regarding
hospital non-compliance public.’® CMS is also seeking
comments from the public regarding efforts to improve
price transparency overall, given that many patients
experience unforeseen hospital bills and the available
chargemaster data is not user-friendly or accessible for
all patients (e.g., out-of-network bills for physicians,
facility fees, and physician fees for emergency room
visits).!

Promoting Interoperability

In 2011, the Medicare and Medicaid EHR Incentive
Programs were established to encourage eligible
providers “to adopt, implement, upgrade, and
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demonstrate meaningful use of certified EHR technology
(CEHRT).”*2 For FY 2019, CMS is re-naming the
Meaningful Use program to “Promoting
Interoperability” to better reflect their goal of improving
the exchange of health data among EHR systems.'®
Further, CMS is considering implementing a new scoring
methodology for electronic clinical quality measures
(CQMs), including the addition of new measures such as
those related to the e-prescribing of opioids.* Eligible
providers will be required to report at least four self-
selected CQMs for a period of at least one quarter of
2019.55

Decreasing Provider Burden

In an attempt to lessen provider burden and encourage
meaningful reporting, CMS is proposing to reduce the
number of measures that acute care hospitals are required
to report across five quality and VBP programs:

(1) The Hospital IQR Program;
(2) The Hospital VBP Program;
(3) The Hospital-Acquired Conditions (HAC)
Reduction Program;
(4) The Hospital Readmissions Reduction Program
(HRRP); and,
(5) The PPS-Exempt Cancer Hospital Quality
Reporting (PCHQR) Program.'6
Measures that show consistently high performance, are
duplicative, or are excessively burdensome to providers
are being considered for removal.'” Overall, the proposal
removes 18 measures, de-duplicates 21 measures found
in one of the other four hospital quality programs, and
adds one claims-based readmissions measure.’®
Additionally, the rule proposes implementing measures
that would reduce the time that hospitals spend on
required paperwork by approximately two million
hours.*?

Through greater price transparency, interoperability, and
provider burden reduction, CMS hopes to create a
“patient-centered healthcare system” in which patients
are more informed and proactive healthcare consumers.?
CMS also expects that these policies will allow hospitals
to operate with greater flexibility and increase the time
providers can spend with patients, ultimately benefitting
the provider-patient relationship.?* Overall, it is projected
that Medicare spending on inpatient hospital services for
FY 2019 will increase by $4 billion, in part due to capital
payments, uncompensated care payments, and payment
adjustments related to several Medicare VBP programs.?
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This increase in spending is offset by the $5 million in
savings resulting from the estimated decrease in LTCH
PPS payments.?®> Comments related to the proposed rule
were due June 25, 2018. The American Hospital
Association (AHA) has released a summary of their
submitted comments to the proposed rule, which
contained comments regarding almost every aspect of the
proposed rule. The AHA is generally in favor of the
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Todd A. Zigrang, MBA, MHA, ASA, FACHE, is the President of HEALTH
CAPITAL CONSULTANTS (HCC), where he focuses on the areas of valuation
and financial analysis for hospitals, physician practices, and other
healthcare enterprises. Mr. Zigrang has over 20 years of experience
providing valuation, financial, transaction and strategic advisory services

. nationwide in over 1,000 transactions and joint ventures. Mr. Zigrang is
also con5|dered an expert in the field of healthcare compensation for physicians,
executives and other professionals.

Mr. Zigrang is the co-author of “The Adviser’s Guide to Healthcare — 2nd Edition” [2015
— AICPA], numerous chapters in legal treatises and anthologies, and peer-reviewed and
industry articles such as: The Accountant’s Business Manual (AICPA); Valuing
Professional Practices and Licenses (Aspen Publishers); Valuation Strategies; Business
Appraisal Practice; and, NACVA QuickRead. In addition to his contributions as an author,
Mr. Zigrang has served as faculty before professional and trade associations such as the
American Society of Appraisers (ASA); American Health Lawyers Associate (AHLA);
the American Bar Association (ABA); the National Association of Certified Valuators and
Analysts (NACVA); Physician Hospitals of America (PHA); the Institute of Business
Appraisers (IBA); the Healthcare Financial Management Association (HFMA); and, the
CPA Leadership Institute.

Mr. Zigrang holds a Master of Science in Health Administration (MHA) and a Master of
Business Administration (MBA) from the University of Missouri at Columbia. He is a
Fellow of the American College of Healthcare Executives (FACHE) and holds the
Accredited Senior Appraiser (ASA) designation from the American Society of Appraisers,
where he has served as President of the St. Louis Chapter, and is current Chair of the ASA
Healthcare Special Interest Group (HSIG).

John R. Chwarzinski, MSF, MAE, is Senior Vice President of HEALTH
CAPITAL CONSULTANTS (HCC). Mr. Chwarzinski’s areas of expertise
include advanced statistical analysis, econometric modeling, as well as,
economic and financial analysis. Mr. Chwarzinski is the co-author of peer-
reviewed and industry articles published in Business Valuation Review and
NACVA QuickRead, and he has spoken before the Virginia Medical Group
Management Association (VMGMA) and the Midwest Accountable Care Organization
Expo. Mr. Chwarzinski holds a Master’s Degree in Economics from the University of
Missouri — St. Louis, as well as, a Master’s Degree in Finance from the John M. Olin
School of Business at Washington University in St. Louis. He is a member of the St. Louis
Chapter of the American Society of Appraisers, as well as a candidate for the Accredited
Senior Appraiser designation from the American Society of Appraisers.

Jessica L. Bailey-Wheaton, Esq., is Vice President and General Counsel
of HEALTH CAPITAL CONSULTANTS (HCC), where she conducts project
management and consulting services related to the impact of both federal
and state regulations on healthcare exempt organization transactions and
provides research services necessary to support certified opinions of value
related to the Fair Market Value and Commercial Reasonableness of
transactions related to healthcare enterprises, assets, and services. Ms. Bailey-Wheaton is
a member of the Missouri and Illinois Bars and holds a J.D., with a concentration in Health
Law, from Saint Louis University School of Law, where she served as Fall Managing
Editor for the Journal of Health Law & Policy.

Daniel J. Chen, MSF, is a Senior Financial Analyst at HEALTH CAPITAL
CONSULTANTS (HCC), where he develops fair market value and
commercial reasonableness opinions related to healthcare enterprises,
assets, and services. In addition, Mr. Chen prepares, reviews and analyzes
forecasted and pro forma financial statements to determine the most
probable future net economic benefit related to healthcare enterprises,
assets, and services, and applies utilization demand and reimbursement trends to project
professional medical revenue streams, as well as ancillary services and technical
component (ASTC) revenue streams. Mr. Chen has a Master of Science in Finance from
Washington University St. Louis.
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