
The Centers for Medicare & 

Medicaid Services (CMS) has 

released its proposed FY 

2013 Medicare inpatient 

prospective payment system 

regulation, the vehicle 

through which it establishes 

its intended hospital pay-

ment policies for the next 

fiscal year. 

Highlights of the proposed 

regulation include a 2.3 per-

cent increase in inpatient 

rates; the elimination of the 

Medicare-dependent hospi-

tal program; a significant 

increase in the outlier 

threshold; the addition of 

labor and delivery days in 

the count of available beds 

for Medicare DSH and indi-

rect medical education pay-

ment calculation purposes; 

the introduction of a value-

based purchasing program 

and a new hospital readmis-

sions reduction program; 

minor changes in the DRG 

system; and modification of 

the quality reporting pro-

gram. 

As always, CMS invites inter-

ested parties to submit writ-

ten comments about the 

proposed regulation, and 

NAUH’s experience is that 

CMS takes these comments 

seriously and sometimes 

revises its plans as a result.  

NAUH currently intends to 

comment about a proposal 

that would enable CMS to 

take back money from sole-

community hospitals under 

certain circumstances; the 

outlier threshold, which 

NAUH believes has been 

increased too much; and the 

value-based purchasing pro-

gram and hospital readmis-

sions reduction program, 

which NAUH believes will 

be insufficiently risk-adjusted 

to reflect the special chal-

lenges private urban safety-

net hospitals face. 

For further information 

about CMS’s Medicare regu-

latory proposal and NAUH’s 

planned response, please 

contact Ellen Kugler, 

NAUH’s executive director, 

at 703-444-0989 or 

ellen@nauh.org.  

Private Safety-Net Hospitals Caring For Needy Communities 

Nearly as important as what 

this year’s Medicare inpa-

tient regulation proposes is 

what it did not propose:  it 

does not reveal the method-

ology CMS intends to em-

ploy to adjust hospitals’ 

Medicare DSH payments 

after the Affordable Care 

Act’s DSH-related provisions 

take effect in FY 2014. 

Many interested parties, 

including NAUH, had hoped 

CMS would address this criti-

cal issue in this year’s Medi-

care inpatient regulation. 

Under the Affordable Care 

Act, hospitals will see their 

Medicare DSH payments cut 

75 percent beginning in FY 

2014.  They will be eligible 

for the restoration of some 

of their lost payments based 

on how much uncompen-

sated care they provide.  The 

assumption is that between 

easier access to affordable 

health insurance and a sig-

nificant increase in Medicaid 

eligibility, more people will 

be insured and hospitals will 
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 NAUH 

The National Association of 

Urban Hospitals advocates 

for adequate recognition 

and financing of the na-

tion’s private, urban, safety-

net hospitals, which serve  

America’s needy urban  

communities. 

For further information 

about the Association, or 

the information presented 

in this document, please 

contact Ellen Kugler,  

executive director,  

at 703-444-0989. 

 

       UPDATE 
June 

2012 



eas, including places where urban 

safety-net hospitals are located, have 

been designated medically underserved 

areas by the federal government. 

In addition, researchers concluded that 

nine percent of regional variation in 

hospital readmission rates can be traced 

to patients’ poverty – one of the defin-

ing characteristics of so many patients 

served by urban safety-net hospitals. 

These findings confirm NAUH’s long-

time argument that the special chal-

lenges that urban safety-net hospitals 

face require special public policies that 

reflect those challenges. 

According to research presented re-

cently at the American Heart Associa-

tion’s Quality of Care & Outcomes Re-

search Scientific Sessions 2012, differ-

ences in regional 

hospital readmis-

sion rates are more 

closely tied to so-

cioeconomic fac-

tors and access to 

care than they are 

to hospitals’ per-

formance. 

Researchers found that 17 percent of 

regional variation in readmission rates 

can be tied to access issues:  the avail-

ability of doctors and hospital beds.  

This is telling because many urban ar-

In recent years, NAUH has maintained 

that any attempt by Medicare to penal-

ize hospitals for patient readmissions or 

to implement a value-based purchasing 

program must 

be specially risk-

adjusted for ur-

ban safety-net 

hospitals to re-

flect the special 

challenges many 

of their elderly 

patients pose 

because of their years of living in rela-

tive poverty and limited and access to 

medical care.  

Now there is new a new study that 

supports NAUH’s contention. 

definition of uncompensated care and 

because individual hospitals have mil-

lions of dollars at stake in the resolution 

of this matter.   

NAUH has communicated extensively 

with CMS on this issue and published 

several documents on the subject 

(“Challenges in 

Interpreting 

Completion of 

the Medicare S-

10 Form,” “The 

Potential Impact 

of Affordable 

Care Act-

Mandated Medicare DSH Cuts on Ur-

ban Safety-Net Hospitals,” and 

“Proposed Regulation Redefining 

‘Uninsured Care’ for Medicare DSH Pur-

poses,” all of which can be found on 

NAUH’s web site at www.nauh.org). 

NAUH is disappointed that the pro-

posed Medicare inpatient regulation did 

not address this crucial issue and will 

continue to urge CMS officials to do so 

as soon as they possibly can.  

provide less uncompensated care in the 

future. 

With implementation of this new policy 

just a little more than a year away, how-

ever, CMS still has not explained how it 

will define uncompensated care, how it 

will calculate hospitals’ uncompensated 

care, and what formula it will use to 

determine how much of the reduced 

Medicare DSH funding it will restore. 

This is a very challenging issue – chal-

lenging both because there has never 

been a uniform, accepted, nation-wide 
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Missing in Action  

“…differences in regional hospital 

readmission rates are more closely tied to 

socioeconomic factors and access to care 

than they are to hospitals’ performance....“ 

P A G E  2  

New Report Backs NAUH Position 


