
Urban safety-net hospitals 

have been spared much of 

the cost of paying for the 

Medicare doc fix and other 

selected health care and tax 

provisions. 

Under the agreement 

reached by Congress and 

signed by the President, 

hospitals will see their Medi-

care bad debt reimburse-

ment fall from the current 70 

percent of bad debt to 65 

percent and also will have 

their Medicaid dispropor-

tionate share (Medicaid 

DSH) payments rebased in 

FY 2021. 

But it could have been much 

worse for urban safety-net 

hospitals, according to 

NAUH executive director 

Ellen Kugler. 

“The payroll tax conference 

committee was talking 

about a wide range of much 

deeper cuts,” Kugler said, 

“including major IME 

[indirect medical education] 

cuts, a phase-down or the 

complete elimination of 

Medicaid provider taxes, 

reduced evaluation and 

management fees for Medi-

care outpatient services, 

Medicare coding offsets, and 

a much larger reduction in 

Medicare bad debt reim-

bursement – possibly down 

to as little as 25 percent. We 

were very fortunate not to 

pay a much greater price.” 

Urban safety-net hospitals 

were among those lobbying 

hard against these damag-

ing proposals, Kugler ex-

plained. 

“NAUH members were tena-

cious in their outreach to 

their members of Congress, 

and those members, to their 

credit, stood tall on behalf of 

their constituents and 

against the worst of the pro-

posed cuts.” 

Kugler had especially kind 

words for the leaders of non

-NAUH-member hospitals 

who helped lobby this issue. 
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Private Safety-Net Hospitals Caring For Needy Communities 

An internal NAUH technical 

advisory committee has now 

met twice to consider the 

implications of how CMS 

defines “uncompensated 

care” for the purpose of cal-

culating hospitals’ Medicare 

DSH payments beginning in 

FY 2014. 

At that time, Medicare DSH 

payments will be cut 75 per-

cent, with some of that cut 

to be restored based on 

how much uncompensated 

care hospitals provide. 

To date, CMS has not di-

vulged how it will define 

uncompensated care for this 

purpose. 

NAUH has long been con-

cerned about how CMS will 

define uncompensated care 

and how it will ask hospitals 

to report their uncompen-
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Many urban safety-net hospitals have 

an enormous financial stake in any fu-

ture changes in the Medicare wage 

index system; changes of just a few 

tenths of a percentage point can mean 

millions in lost or additional Medicare 

revenue for hospitals. 

Once the HHS recommendations to 

Congress are made public, NAUH will 

evaluate the proposed changes and 

report on their potential impact to its 

member hospitals.  

The Affordable Care Act required the 

U.S. Department of Health and Human 

Services (HHS) to submit recommenda-

tions for reforming the Medicare area 

wage index system to Congress by the 

end of 2011.  That deadline date has 

come and gone and as of the publica-

tion of this newsletter, HHS still has not 

delivered its recommendations to Con-

gress.  The recommendations are receiv-

ing a final review by the administration 

before they go to Congress. 

Next Up:   

The Medicare Area Wage Index System 

“Because this issue was so important to 

all urban safety-net hospitals, not just 

NAUH members, we reached out to all 

of those hospitals and we think their 

help really contributed to a positive 

outcome,” she explained. 

At the same time, however, Kugler 

warned that this legislative victory will 

be brief. 

“The Medicare doc fix only lasts for 10 

months, so Congress will be coming 

back to this problem in its lame-duck 

session after the November election.  

When it does, every cut that NAUH and 

others fought so hard against will be on 

the table again and we’ll need to wage 

the same battle all over again.”  
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 A whole-hospital ratio of costs to 

charges would better correspond 

to the costs and charges on the S-

10 worksheet, which reflects inpa-

tient, outpatient, and teaching val-

ues. 

 If CMS uses the S-10 for calculating 

future Medicare DSH payment, it 

either should develop explicit in-

structions that enforce a uniform 

national reporting standard or use 

a bottom line uncompensated care 

number so that regardless of which 

line hospitals use to report certain 

costs and payments, there will be 

an apples-to-

apples compari-

son across differ-

ent hospitals.  In 

addition, hospi-

tals that include 

“protest patients” 

must be allowed 

to re-characterize the costs and 

payments associated with these 

patients elsewhere on the S-10 if 

they have been disallowed for 

Medicaid. 

 CMS and its auditors should further 

clarify that state and locally owned 

and/or controlled hospitals must 

fully state the amount of govern-

ment support they receive and 

thoroughly audit that reporting. 

 Physician costs should be an in-

cluded cost for hospitals that finan-

cially underwrite physician prac-

tices.  

 

The NAUH technical advisory commit-

tee continues to work on and refine 

these recommendations. 

NAUH has been working with CMS 

officials for more than a year to address 

NAUH’s concerns about how CMS will 

define uncompensated care and how 

the S-10 might be used for that purpose 

and will present these recommenda-

tions in a future meeting with CMS offi-

cials.  Should CMS choose a mechanism 

other than the S-10 form, the work of 

NAUH’s technical advisory committee 

will still be very relevant and useful. 

sated care costs.  Because it is widely 

thought that CMS will use the Medicare 

cost report’s S-10 form for this purpose 

– although CMS has not confirmed this 

– the NAUH technical advisory commit-

tee has focused primarily on the form 

and how hospitals are directed to com-

plete it.  This is important because hos-

pitals will be competing for a limited 

pool of money for the restoration of 

some of their lost Medicare DSH pay-

ments, so how CMS defines uncompen-

sated care, how it instructs hospitals to 

report their uncompensated care costs, 

and how hospitals 

actually report their 

data – whether 

through the S-10 or 

in another way – 

could have an even 

greater impact on 

their future Medi-

care DSH revenue than how much un-

compensated care they provide after 

the Affordable Care Act’s individual 

insurance mandate takes effect in 2014. 

Using the S-10 form as the basis of this 

evaluation, an NAUH survey of its own 

members last year found that hospitals 

had many different ideas of what data 

to report on which lines on the form.  A 

broader survey among non-member 

urban safety-net hospitals yielded the 

same result. 

After two meetings the technical advi-

sory committee, which consists of repre-

sentatives of every NAUH member, has 

tentatively developed four recommen-

dations: 
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“…hospitals will be competing for a limited 

pool of money for the restoration of some of 

their lost Medicare DSH payments...“ 
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