Congress of the United States
Washington, AC 20515

June 12, 2007

Ms. Leslie V. Norwalk, Esquire

Acting Administrator

Centers for Medicare and Medicaid Services (CMS)
200 Independence Avenue, SW

‘Washington, DC 20201

RE: CMS Proposed Inpatient Prospective Payment Rule
Dear Ms. Norwalk:

We write to express our strong opposition to two provisions in the proposed Inpatient
Prospective Payment System (IPPS) regulation. We respectfully request that these
provisions be excluded from the final regulation.

The first provision would impose a 2.4 percent cut to all operating and capital payments
for inpatient hospital services for Medicare patients based on the misguided premise ofa
so-called "behavioral offset." This unwarranted proposal would result in payment
reductions for hospital services in both FY08 and FY09, cutting $24 billion dollars in
operating and capital payments over the next five years.

The second proposal would reduce payments to hospitals in urban areas for capital-
related costs for inpatient hospital services, cutting payments by nearly $1 billion over the
next five years. We urge you to eliminate both provisions when the final regulation is
published.

Please allow us to further explain our strong objection to these changes:

1. Cuts due to a "Behavioral Offset.”"” The suggestion to cut hospital operating

and capital payments is based on the suggested adoption of a classification
~ system called Medicare Severity Diagnosis-Related Groups (MS-DRGs).

This change is grounded on the belief that with the implementation of the MS-
DRGs, hospitals would change coding practices, resulting in higher
payments. Not even in the initial years of the IPPS was coding change found
to be of the magnitude of CMS's proposed FY08 and FY(09 cuts. MS-DRGs
are simply a refinement of a classification system that hospitals have been
using for 23 years. Hospitals are already experts in coding for payment; they
have little ability to change their classification and coding practices.

The rationale for the reduction is also based on the transition of hospitals in
Maryland to a completely new type coding system called All Patient Refined
DRGs (APR-DRGs). We have concerns with the methodology of reaching
this conclusion. Maryland's hospitals are paid under a state rate-setting
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system where an incentive to code accurately did not significantly affect what
a hospital was paid. The classification system recently adopted by Maryland
is much more complicated than what CMS is proposing and changed the
coding incentives for Maryland hospitals. Generalizing the Matyland
experience to the rest of the nation's hospitals is an "apples-to-oranges”
compatison. '

CMS is not mandated by law to impose a behavioral offset in the IPPS
regulation, yet has chosen to do so. There is no precedent in other payment
systems for making a prospective adjustment of this magnitude-without any
empirical evidence of actual and measurable changes in coding. While CMS
has, on occasion, made adjustments for coding in implementing new payment
systems, these changes generally have been made based on actual experience.
When implementing a new physician fee schedule payment system in 1992,
CMS (then the Health Care Financing Administration) imposed a behavioral
offset on physician services, primarily to offset predicted increases in the
volume of services. We later learned that the offset was much higher than
was necessary, and the reduction was never returned to the physicians
adversely affected by those cuts.

2. Cuts to Capital-Related Payments. For years, the Medicare program has paid
for its share of the capital-related costs of inpatient hospital services. The
proposed rule would freeze capital payments for all hospitals in urban areas
and would eliminate additional capital payments made to large hospitals in
urban areas. Taken together, these cuts would amount to nearly $1 billion
over the next five years.

These changes in capital payments would make it much more difficult for
hospitals to purchase advanced technology and equipment and could have the
effect of slowing clinical innovation in the hospitals most likely to conduct
cutting edge research. Additionally, such a reduction could slow the adoption
of much needed health information technology. Hospitals make long-term
commitments to capital acquisitions. This proposal amounts to pulling the rug
out from under their financial obligations to maintain and improve their
physical facilities for patients.

Congress recently opposed a component of the administration's fiscal year 2008 budget
proposal that would have significantly reduced hospital payments. As you know, both
the FY08 House and Senate budget resoiutions reinforced this sentiment by rejecting
those cuts. The administration's attempt to achieve payment reductions of this magnitude
through the regulatory process is equally unacceptable. We believe this action
circumvents Congress' intent that hospital services for Medicare patients not be reduced.

In closing, we would like to reiterate our belief that CMS's decision could serve to
jeopardize hospitals' ability to continue to care for patients. CMS's behavioral offset is
unnecessary, and will result in devastating cuts to hospital services for our constituents.




CMS's proposal to cut capital-related payments would create significant financial
difficulties for many of our most innovative hospitals. We strongly support the
elimination of these provisions from your final regulation.

Both CMS and Members of Congress share the goal of serving the American public and
helping those most in need. We hope that you will give strong consideration to the
bipartisan concerns outlined in this letter.
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House of Representatives Cosigners of the CMS P'roposed
Inpatient Prospective Payment Rule Letter

Member State
1. John Lewis (GA)
2. Jerry Weller (1)
3. Neil Abercrombie {HD)
4. GaryL. Ackerman (NY)
5. Robert Aderholt {AL)
6. Rodney Alexander {LA)
7. Tom Allen (ME)
8. Jason Altmire {PA)
9. RobertE. Andrews {NJ)
10. Michael Arcuri (NY)
11. Joe Baca (CA)
12. Spencer Bachus (AL)
13. Tammy Baldwin (wn
14. John Barrow (GA)
15. Shelley Berkley (NV)
16. Marion Berry (AR)
17. Judy Biggert (IL}.
18. Brian P, Bilbray (CA)
18. Sanford Bishop {GA)
20. Timothy H. Bishop {NY)
21. Rob Bishop (UT)
22. Marsha Blackburn {TN)
23. Earl Blumenauer {OR)
24. Jo Bonner (AL)
25. Mary Boneo {CA)
26. John Boozman (AR)
27. Leonard Boswell (1A)
28. Rick Boucher (VA)
29. Charles Boustany, Jr. (LA)
30. Nancy Boyda (KS)
31. Robert A. Brady (PA)
32. Kevin Brady Xy
33, Bruce Braley (I1A)
34. G.K. Butierfield {(NC)
35. Steve Buyer {IN)
36. Michael Capuano {MA)
37. Dennis Cardoza (CA)
38. Russ Carnahan {MO)
38. Christopher Carney {(PA)
40. Julia Carson {IN)
~41. John Carter (TX)
42. Mike Castle {DE)
43. Ben Chandier (KY)




44. Carolyn Cheeks Kilpatrick (MD)
45, Yvette Clarke ' (NY)
46. Howard Coble (NC)
47, Steve Cohen (TN)
48, John Conyers (M)
49. Jerry F. Costello {IL)
50. Joe Courtney (CT
51. Joe Crowley {NY)
52. Henry Cuellar {TX)
53. Elijah Cummings (MD)
54. Susan Davis (CA)
55. Geoff Davis (KY)
56. Lincoln Davis (TN)
57. Danny Davis IL
58. David Davis {TN)
59. William D. Delahunt (MA)
60. Rosa DelLauro {CT)
61. Charles W. Dent (PA)
62. Norman D. Dicks {(WA)
63. Lloyd Doggett (TX)
64, Joe Donnelly {IN)
65. Michael Doyle (PA)
66. John J. Duncan, Jr. (TN)
67. Chet Edwards (TX) -
68. Vernon J. Ehlers (M1
69. Keith Ellison (MN)
70. Jo Ann Emerson (MO)
71. Eliot Engel (NY)
72. Phil English {(PA)
73. Bob Etheridge {NC)
74. Terry Everett {AL)
75. Mary Fallin {OK)
76. Sam Farr {CA)
77. Chaka Fattah {PA)
78. Mike Ferguson (NJ)
79. Bob Fiiner (CA)
80. Randy Forbes (VA)
81. Luis Fortuno - (PR)
82. Vito Fossella (NY)
83. Barney Frank (MA)
84. Rodney Frelinghuysen {(NJ)
85. Scott Garrett (NJ)
86. Jim Gerlach (PA)
87. Gabrielle Giffords {AZ)
88. Kristen Gillibrand (NY)
89. Paul E. Gillmor {CH)
90. Phil Gingrey (GA)
91. Charles Gonzalez {TX)




92. Virgil Goode (VA)
93. Bart Gordon (TN)
94. Sam Graves {MO)
95. Gene Green {TX)
96. Al Green (TX)
97. Raul Grijalva (AZ)
88. John Hall {NY)
99. Phil Hare (IL)
100. Robin Hayes 1 (NC)
101. Dean Heller {NV)
102. Stephanie | Herseth Sandlin (SD)
103. Brian Higgins (NY)
104. Baron Hill (IN)
105. Maurice Hinchey (NY)
106. Mazie K. Hirono (H)
107. David Hobson (OH)
108. Paul Hodes (NH)
i09. Tim Holden {PA)
110. Elecnor Holmes Norton (DC)
111. Rush Holt {NJ)
112. Michael M. | Honda (CA)
113. Darlene Hooley {OR)
114. Jay Insiee (WA)
115. - Steve Israel {NY)
116. Darrell Issa {CA)
117, Jesse L. Jackson, Jr. {IL)
118. Sheila Jackson-Lee (TX)
119. William Jefferson (LA}
120. Bobby Jindal (LA)
121. Henry C.

"Hank" Johnson (GA)
122. Timothy V. | Johnson (IL)
123. Eddie

Bernice Johnson (TX)
124. Walter Jones (NC)
125. Steve Kagen (Wh
126. Paul E. Kanjorski {(PA)
127. Marcy. . Kaptur {OH)
128. Dale E. Kildee (M)
129. Peter King {NY)
130. Ron Klein {FL)
131. John Kline {(MN)
132. Dennis Kuginich (CH)
133. John R. Kuhl (NY)
134. Ray LaHood (iL)
135. James R. Langevin {(RI)
136. Rick Larsen {(WA)
137. John Larson (CT)
138. Tom Latham (1A)




139. Barbara Lee (CA)
140. Sander Levin (MD)
141. Ron Lewis (KY)
142. Frank LoBiondo (NJ)
143. Dave Loebsack (1A)
144. Zoe Lofgren {CA)
145. Nita Lowey {(NY)
148. Frank Lucas (OK)
147. Stephen Lynch {MA)
148. Tim Mahoney {FL)
149. Carolyn B. | Maloney {NY)
150. Donald A. Manzullo (IL)
151. Edward J. | Markey (MA)
152. Jim Marshall (GA)
153. Jim Matheson (UT)
154. Daris Matsui (CA)
155. Carolyn McCarthy {(NY)
156. Michael MeCaul (TX)
157. Betty McCollum {MN)
158. Thaddeus McCofter {MI}
159. Jim McDermott {WA)
160. Jim McGovern (MA)
161. John M. McHugh (NY)
162. Mike Mcintyre {(NC)
163. Cathy McMorris Rodgers (WA)
164. Jerry F. McNerney {CA)
165. Michael McNulty {NY)
166. Gregory W. | Meeks {NY)
167. Charlie Melancon {LA)
168. Michael Michaud (ME)
169. Brad Miller (NC)
170. Harry Mitchell (AZ)
171. Alan Mollohan (WV)
172. Dennis Moore (KS)
- 173. Gwen Moore (Wh
174. Shelley Moore Capito (WV)
175. James Moran (VA)
176. Christopher | Murphy (CT)
177. Patrick Murphy (PA)
178. Tim Murphy (PA)
179. John P. Murtha (PA)
180. Jerrold Nadler (NY)
181. Grace Napolitano {CA)
182. Richard Neal {MA)
183. - James Oberstar {MN)
184. John W. Olver (MA)
185. Solomon P. | Ortiz {TX)
186. Bill Pascrell {(NJ)




187. Ed Pastor (AZ)
188. Ron Paul {TX)
189. Donald Payne (NJ)
190. Steve Pearce {NM)
191. Ed Perimutter (CO)
192. Collin Peterson {MN)
193. John Peterson {(PA)
1984. Thomas Petri {Wh
195, Joseph Pitts (PA)
196. Tedd

Russell Platts (PA)
197. Ted Poe (TX)
198. Jon Porter (NV)
198. Tom Price (GA)
200. David Price (NC)
201. Deborah Pryce (OH)
202. George Radanovich (CA)
203. Nick J. Rahall, lll {(WV)
204. Jim Ramstad {MN)
205. Denny Rehberg {(MT)
206. Dave Reichert {WA)
207. Rick Renzi (AZ)
208. Silvestre Reyes (TX)
209. Tom Revynolds {NY)
210. Ciro Rodriquez (TX)
211. Mike Rogers (AL)
212. Harold Rogers {(KY)
213. Dana Rohrabacher (CA)
214. Peter Roskam {IL)
215. Mike Ross {AR)
2186. Steve Rothman (NJ)
217. Lucille Roybal-Allard (CA)
218. Bobby Rush (IL)
219. Tim Ryan (OH)
220. JohnT. Salazar (CO)
221. Bill Sali (1D}
222. Loretta Sanchez (CA)
223. Jim_ Saxton (NJ)
224, Adam Schiff (CA)
225. Allyson Schwartz (PA)
226. David Scott (GA)
227. Robert C. Scott (VA)
228. Jose Serrano (NY)
229. Pete Sessions (TX)
230. Joe Sestak (PA)
231. Christopher | Shays (CT)
232. Caral Shea-Porter (NH)
233. Bill Shuster (PA)
234. Mike Simpson (ID)




235. Albio Sires {NJ)

236. Louise M. | Slaughter (NY)
237. Chris Smith {(NJ}

238. Vic Snyder {AR}.
239. Mark Souder (IN)

240. Zachary Space (OH)
241. Cliff Stearns (FL)

242. Bart Stupak (MI)

243. Betty Sution (OH)
244, John Tanner (TN)
245. Ellen Tauscher (CA)
2486. Gene Taylor {MS)
247. Lee Terry {NE)
248. John F. Tierney {MA)
249, Edolphus Towns {NY)
250. Stephanie | Tubbs Jones {OH)
251. Michael R, | Turner {OH)
252, Mark Udall (CO)
253. Tom Udall {NM)
254, Fred Upton (M)

255, Chris Van Hollen (MD)
256. Nydia Velazquez (NY)
257. James T. Walsh (NY)
258. Tim Walz (MN)
259. Zach Wamp (TN}

260. Debbie Wasserman Schultz (FL)

261. Maxine Waters (CA)
262, Diane E. Watson (CA)
263. Anthony Weiner (NY)
264. Peter Welch (VT)

265. Ed Whitfield (KY)
266. Heather Wilson (NM)
267. Lynn Woolsey (CA)
268. David Wu (OR)
289. John Yarmuth {KY)




