38514

Federal Register/Vol. 83, No. 151/Monday, August 6, 2018/Rules and Regulations

DEPARTMENT OF HEALTH AND
HUMAN SERVICES

Centers for Medicare & Medicaid
Services

42 CFR Part 412

[CMS-1688—F]

RIN 0938—-AT25

Medicare Program; Inpatient
Rehabilitation Facility Prospective

Payment System for Federal Fiscal
Year 2019

AGENCY: Centers for Medicare &
Medicaid Services (CMS), HHS.

ACTION: Final rule.

SUMMARY: This final rule updates the
prospective payment rates for inpatient
rehabilitation facilities (IRFs) for federal
fiscal year (FY) 2019. As required by the
Social Security Act (the Act), this final
rule includes the classification and
weighting factors for the IRF prospective
payment system’s (PPS) case-mix groups
and a description of the methodologies
and data used in computing the
prospective payment rates for FY 2019.
This final rule also alleviates
administrative burden for IRFs by
removing the Functional Independence
Measure (FIMT™) instrument and
associated Function Modifiers from the
IRF Patient Assessment Instrument
(IRF—PAI) beginning in FY 2020 and
revises certain IRF coverage
requirements to reduce the amount of
required paperwork in the IRF setting
beginning in FY 2019. Additionally, this
final rule incorporates certain data items
located in the Quality Indicators section
of the IRF—PAI into the IRF case-mix
classification system using analysis of 2
years of data beginning in FY 2020. For
the IRF Quality Reporting Program
(QRP), this final rule adopts a new
measure removal factor, removes two
measures from the IRF QRP measure set,
and codifies a number of program
requirements in our regulations.
DATES:

Effective Dates: These regulations are
effective on October 1, 2018.

Applicability Dates: The updated IRF
prospective payment rates are
applicable for IRF discharges occurring
on or after October 1, 2018, and on or
before September 30, 2019 (FY 2019). In
addition, the revisions to certain IRF
coverage requirements to reduce the
amount of required paperwork in the
IRF setting and the updated measures
and reporting requirements under the
IRF QRP are applicable for IRF
discharges occurring on or after October
1, 2018. The removal of the FIMT™

instrument and associated Function
Modifiers from the IRF-PAI and
refinements to the case-mix
classification system are applicable for
IRF discharges occurring on or after
October 1, 2019.

FOR FURTHER INFORMATION CONTACT:

Gwendolyn Johnson, (410) 786—6954,
for general information.

Catie Kraemer, (410) 786—0179, for
information about the IRF payment
policies and payment rates.

Kadie Derby, (410) 786—0468, for
information about the IRF coverage
policies.

Christine Grose, (410) 786—1362, for
information about the IRF quality
reporting program.

SUPPLEMENTARY INFORMATION: The IRF
PPS Addenda along with other
supporting documents and tables
referenced in this final rule are available
through the internet on the CMS website
at http://www.cms.hhs.gov/Medicare/
Medicare-Fee-for-Service-Payment/
InpatientRehabFacPPS/.

To assist readers in referencing
sections contained in this document, we
are providing the following Table of
Contents.
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Regulatory Text

Executive Summary

A. Purpose

This final rule updates the
prospective payment rates for IRFs for
FY 2019 (that is, for discharges
occurring on or after October 1, 2018,
and on or before September 30, 2019) as
required under section 1886(j)(3)(C) of
the Act. As required by section
1886(j)(5) of the Act, this rule includes
the classification and weighting factors
for the IRF PPS’s case-mix groups and
a description of the methodologies and
data used in computing the prospective
payment rates for FY 2019. In addition,
this final rule reduces the regulatory

burden for IRFs by removing data items
from the IRF-PAI and revising certain
IRF coverage and paperwork
requirements. The final rule also
updates requirements for the IRF QRP,
including adding a new quality measure
removal factor, removing two measures
from the measure set, and codifying a
number of program requirements in our
regulations.

B. Summary of Major Provisions

In this final rule, we use the methods
described in the FY 2018 IRF PPS final
rule (82 FR 36238) to update the
prospective payment rates for FY 2019
using updated FY 2017 IRF claims and
the most recent available IRF cost report

data, which is FY 2016 IRF cost report
data. (Note: In the interest of brevity, the
rates previously referred to as the
“Federal prospective payment rates” are
now referred to as the “prospective
payment rates”’. No change in meaning
is intended.) We are also finalizing our
proposals to alleviate administrative
burden for IRFs by removing the FIM™
instrument and associated Function
Modifiers from the IRF-PAI and
revising certain IRF coverage
requirements to reduce the amount of
required paperwork in the IRF setting.
We are also finalizing updates to
requirements for the IRF QRP.

C. Summary of Impacts

Provision description

Transfers

FY 2019 IRF PPS payment rate update

The overall economic impact of this final rule is an estimated $105 million in increased pay-
ments from the Federal government to IRFs during FY 2019.

Provision Description

Costs

Removal of FIM™ [tems from IRF—PAI

Removal of certain IRF coverage requirements

New IRF QRP requirements

quirements is estimated to be $2.5 million.

The total reduction in costs in FY 2020 for IRFs as a result of the removal of the FIM™ instru-
ment and associated Function Modifiers from the IRF-PAI is estimated to be $10.5 million.
The total reduction in costs in FY 2019 for IRFs as a result of the removal of certain IRF cov-

erage requirements is estimated to be $20.5 million.
The total reduction in costs in FY 2019 for IRFs as a result of the new quality reporting re-

D. Improving Patient Outcomes and
Reducing Burden Through Meaningful
Measures

Regulatory reform and reducing
regulatory burden are high priorities for
CMS. To reduce the regulatory burden
on the healthcare industry, lower health
care costs, and enhance patient care, in
October 2017, we launched the
Meaningful Measures Initiative.® This
initiative is one component of our
agency-wide Patients Over Paperwork
Initiative,2 which is aimed at evaluating
and streamlining regulations with a goal
to reduce unnecessary cost and burden,
increase efficiencies, and improve
beneficiary experience. The Meaningful
Measures Initiative is aimed at
identifying the highest priority areas for

quality measurement and quality
improvement in order to assess the core
quality of care issues that are most vital
to advancing our work to improve
patient outcomes. The Meaningful
Measures Initiative represents a new
approach to quality measures that
fosters operational efficiencies, and will
reduce costs, including collection and
reporting burden while producing
quality measurement that is more
focused on meaningful outcomes.

The Meaningful Measures Framework
has the following objectives:

o Address high-impact measure areas
that safeguard public health;

e Patient-centered and meaningful to
patients;

e Outcome-based where possible;

e Fulfill each program’s statutory
requirements;

¢ Minimize the level of burden for
health care providers (for example,
through a preference for EHR-based
measures where possible, such as
electronic clinical quality measures);

e Significant opportunity for
improvement;

¢ Address measure needs for
population based payment through
alternative payment models; and

e Align across programs and/or with
other payers.

In order to achieve these objectives,
we have identified 19 Meaningful
Measures areas and mapped them to six
overarching quality priorities as shown
in the Table 1:

TABLE 1—MEANINGFUL MEASURES FRAMEWORK DOMAINS AND MEASURE AREAS

Quality priority

Meaningful Measure area

Making Care Safer by Reducing Harm Caused in the Delivery of Care

Strengthen Person and Family Engagement as Partners in Their Care

1Meaningful Measures web page: https://
www.cms.gov/Medicare/Quality-Initiatives-Patient-
Assessment-Instruments/QualitylnitiativesGenInfo/
MMF/General-info-Sub-Page.html.

2See Remarks by Administrator Seema Verma at
the Health Care Payment Learning and Action
Network (LAN) Fall Summit, as prepared for

delivery on October 30, 2017. https://www.cms.gov/

Healthcare-Associated Infections.

Preventable Healthcare Harm.

Care is Personalized and Aligned with Patient’s Goals.
End of Life Care according to Preferences.

Patient’'s Experience of Care.

Patient Reported Functional Outcomes.

Newsroom/MediaReleaseDatabase/Fact-sheets/
2017-Fact-Sheet-items/2017-10-30.html.
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TABLE 1—MEANINGFUL MEASURES FRAMEWORK DOMAINS AND MEASURE AREAS—Continued

Quality priority

Meaningful Measure area

Promote Effective Communication and Coordination of Care ......................

Promote Effective Prevention and Treatment of Chronic Disease ...............

Work with Communities to Promote Best Practices of Healthy Living .........

Make Care Affordable .........ccccccoeeeiiiiiiiieeeeiinn,

Preventive Care.

Equity of Care.

Medication Management.
Admissions and Readmissions to Hospitals.
Transfer of Health Information and Interoperability.

Management of Chronic Conditions.

Prevention, Treatment, and Management of Mental Health.
Prevention and Treatment of Opioid and Substance Use Disorders.
Risk Adjusted Mortality.

Community Engagement.
Appropriate Use of Healthcare.
Patient-focused Episode of Care.
Risk Adjusted Total Cost of Care.

By including Meaningful Measures in
our programs, we believe that we can
also address the following cross-cutting
measure criteria:

¢ Eliminating disparities;

¢ Tracking measurable outcomes and
impact;

¢ Safeguarding public health;

e Achieving cost savings;

¢ Improving access for rural
communities; and

¢ Reducing burden.

We believe that the Meaningful
Measures Initiative will improve
outcomes for patients, their families,
and health care providers while
reducing burden and costs for clinicians
and providers, as well as promoting
operational efficiencies.

Comment: We received numerous
comments from stakeholders regarding
the Meaningful Measures Initiative and
the impact of its implementation in
CMS’ quality programs. Many of these
comments pertained to specific program
proposals, and are discussed in the
appropriate program-specific sections of
this final rule. However, commenters
also provided insights and
recommendations for the ongoing
development of the Meaningful
Measures Initiative generally, including:
Ensuring transparency in public
reporting and the usability of publicly
reported data; evaluating the benefit of
individual measures to patients via their
use in quality programs versus the
burden to providers of collecting and
reporting that measure data; and
identifying additional opportunities for
alignment across CMS quality programs.

Response: We will continue to work
with stakeholders to refine and further
implement the Meaningful Measures
Initiative, and will take commenters’
insights and recommendations into
account moving forward.

I. Background
A. Historical Overview of the IRF PPS

Section 1886(j) of the Act provides for
the implementation of a per-discharge
prospective payment system (PPS) for
inpatient rehabilitation hospitals and
inpatient rehabilitation units of a
hospital (collectively, hereinafter
referred to as IRFs). Payments under the
IRF PPS encompass inpatient operating
and capital costs of furnishing covered
rehabilitation services (that is, routine,
ancillary, and capital costs), but not
direct graduate medical education costs,
costs of approved nursing and allied
health education activities, bad debts,
and other services or items outside the
scope of the IRF PPS. Although a
complete discussion of the IRF PPS
provisions appears in the original FY
2002 IRF PPS final rule (66 FR 41316)
and the FY 2006 IRF PPS final rule (70
FR 47880), we are providing a general
description of the IRF PPS for FYs 2002
through 2018.

Under the IRF PPS from FY 2002
through FY 2005, the prospective
payment rates were computed across
100 distinct case-mix groups (CMGs), as
described in the FY 2002 IRF PPS final
rule (66 FR 41316). We constructed 95
CMGs using rehabilitation impairment
categories (RICs), functional status (both
motor and cognitive), and age (in some
cases, cognitive status and age may not
be a factor in defining a CMG). In
addition, we constructed five special
CMGs to account for very short stays
and for patients who expire in the IRF.

For each of the CMGs, we developed
relative weighting factors to account for
a patient’s clinical characteristics and
expected resource needs. Thus, the
weighting factors accounted for the
relative difference in resource use across
all CMGs. Within each CMG, we created
tiers based on the estimated effects that
certain comorbidities would have on
resource use.

We established the federal PPS rates
using a standardized payment
conversion factor (formerly referred to
as the budget-neutral conversion factor).
For a detailed discussion of the budget-
neutral conversion factor, please refer to
our FY 2004 IRF PPS final rule (68 FR
45684 through 45685). In the FY 2006
IRF PPS final rule (70 FR 47880), we
discussed in detail the methodology for
determining the standard payment
conversion factor.

We applied the relative weighting
factors to the standard payment
conversion factor to compute the
unadjusted prospective payment rates
under the IRF PPS from FYs 2002
through 2005. Within the structure of
the payment system, we then made
adjustments to account for interrupted
stays, transfers, short stays, and deaths.
Finally, we applied the applicable
adjustments to account for geographic
variations in wages (wage index), the
percentage of low-income patients,
location in a rural area (if applicable),
and outlier payments (if applicable) to
the IRFs’ unadjusted prospective
payment rates.

For cost reporting periods that began
on or after January 1, 2002, and before
October 1, 2002, we determined the
final prospective payment amounts
using the transition methodology
prescribed in section 1886(j)(1) of the
Act. Under this provision, IRFs
transitioning into the PPS were paid a
blend of the federal IRF PPS rate and the
payment that the IRFs would have
received had the IRF PPS not been
implemented. This provision also
allowed IRFs to elect to bypass this
blended payment and immediately be
paid 100 percent of the federal IRF PPS
rate. The transition methodology
expired as of cost reporting periods
beginning on or after October 1, 2002
(FY 2003), and payments for all IRFs
now consist of 100 percent of the federal
IRF PPS rate.
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We established a CMS website as a
primary information resource for the
IRF PPS which is available at http://
www.cms.gov/Medicare/Medicare-Fee-
for-Service-Payment/InpatientRehabFac
PPS/index.html. The website may be
accessed to download or view
publications, software, data
specifications, educational materials,
and other information pertinent to the
IRF PPS.

Section 1886(j) of the Act confers
broad statutory authority upon the
Secretary to propose refinements to the
IRF PPS. In the FY 2006 IRF PPS final
rule (70 FR 47880) and in correcting
amendments to the FY 2006 IRF PPS
final rule (70 FR 57166) that we
published on September 30, 2005, we
finalized a number of refinements to the
IRF PPS case-mix classification system
(the CMGs and the corresponding
relative weights) and the case-level and
facility-level adjustments. These
refinements included the adoption of
the Office of Management and Budget’s
(OMB) Core-Based Statistical Area
(CBSA) market definitions,
modifications to the CMGs, tier
comorbidities, and CMG relative
weights, implementation of a new
teaching status adjustment for IRFs,
rebasing and revising the market basket
index used to update IRF payments, and
updates to the rural, low-income
percentage (LIP), and high-cost outlier
adjustments. Beginning with the FY
2006 IRF PPS final rule (70 FR 47908
through 47917), the market basket index
used to update IRF payments was a
market basket reflecting the operating
and capital cost structures for
freestanding IRFs, freestanding inpatient
psychiatric facilities (IPFs), and long-
term care hospitals (LTCHs) (hereinafter
referred to as the rehabilitation,
psychiatric, and long-term care (RPL)
market basket). Any reference to the FY
2006 IRF PPS final rule in this final rule
also includes the provisions effective in
the correcting amendments. For a
detailed discussion of the final key
policy changes for FY 2006, please refer
to the FY 2006 IRF PPS final rule (70 FR
47880 and 70 FR 57166).

In the FY 2007 IRF PPS final rule (71
FR 48354), we further refined the IRF
PPS case-mix classification system (the
CMG relative weights) and the case-
level adjustments, to ensure that IRF
PPS payments would continue to reflect
as accurately as possible the costs of
care. For a detailed discussion of the FY
2007 policy revisions, please refer to the
FY 2007 IRF PPS final rule (71 FR
48354).

In the FY 2008 IRF PPS final rule (72
FR 44284), we updated the prospective
payment rates and the outlier threshold,

revised the IRF wage index policy, and
clarified how we determine high-cost
outlier payments for transfer cases. For
more information on the policy changes
implemented for FY 2008, please refer
to the FY 2008 IRF PPS final rule (72 FR
44284), in which we published the final
FY 2008 IRF prospective payment rates.

After publication of the FY 2008 IRF
PPS final rule (72 FR 44284), section
115 of the Medicare, Medicaid, and
SCHIP Extension Act of 2007 (Pub. L.
110-173, enacted on December 29,
2007) (MMSEA) amended section
1886(j)(3)(C) of the Act to apply a zero
percent increase factor for FYs 2008 and
2009, effective for IRF discharges
occurring on or after April 1, 2008.
Section 1886(j)(3)(C) of the Act required
the Secretary to develop an increase
factor to update the IRF prospective
payment rates for each FY. Based on the
legislative change to the increase factor,
we revised the FY 2008 prospective
payment rates for IRF discharges
occurring on or after April 1, 2008.
Thus, the final FY 2008 IRF prospective
payment rates that were published in
the FY 2008 IRF PPS final rule (72 FR
44284) were effective for discharges
occurring on or after October 1, 2007,
and on or before March 31, 2008, and
the revised FY 2008 IRF prospective
payment rates were effective for
discharges occurring on or after April 1,
2008, and on or before September 30,
2008. The revised FY 2008 prospective
payment rates are available on the CMS
website at http://www.cms.gov/
Medicare/Medicare-Fee-for-Service-
Payment/InpatientRehabFacPPS/Data-
Files.html.

In the FY 2009 IRF PPS final rule (73
FR 46370), we updated the CMG relative
weights, the average length of stay
values, and the outlier threshold;
clarified IRF wage index policies
regarding the treatment of “New
England deemed” counties and multi-
campus hospitals; and revised the
regulation text in response to section
115 of the MMSEA to set the IRF
compliance percentage at 60 percent
(the “60 percent rule”) and continue the
practice of including comorbidities in
the calculation of compliance
percentages. We also applied a zero
percent market basket increase factor for
FY 2009 in accordance with section 115
of the MMSEA. For more information on
the policy changes implemented for FY
2009, please refer to the FY 2009 IRF
PPS final rule (73 FR 46370), in which
we published the final FY 2009 IRF
prospective payment rates.

In the FY 2010 IRF PPS final rule (74
FR 39762) and in correcting
amendments to the FY 2010 IRF PPS
final rule (74 FR 50712) that we

published on October 1, 2009, we
updated the prospective payment rates,
the CMG relative weights, the average
length of stay values, the rural, LIP,
teaching status adjustment factors, and
the outlier threshold; implemented new
IRF coverage requirements for
determining whether an IRF claim is
reasonable and necessary; and revised
the regulation text to require IRFs to
submit patient assessments on Medicare
Advantage (MA) (formerly called
Medicare Part C) patients for use in the
60 percent rule calculations. Any
reference to the FY 2010 IRF PPS final
rule in this final rule also includes the
provisions effective in the correcting
amendments. For more information on
the policy changes implemented for FY
2010, please refer to the FY 2010 IRF
PPS final rule (74 FR 39762 and 74 FR
50712), in which we published the final
FY 2010 IRF prospective payment rates.

After publication of the FY 2010 IRF
PPS final rule (74 FR 39762), section
3401(d) of the Patient Protection and
Affordable Care Act (Pub. L. 111-148,
enacted on March 23, 2010), as
amended by section 10319 of the same
Act and by section 1105 of the Health
Care and Education Reconciliation Act
of 2010 (Pub. L. 111-152, enacted on
March 30, 2010) (collectively,
hereinafter referred to as “PPACA”),
amended section 1886(j)(3)(C) of the Act
and added section 1886(j)(3)(D) of the
Act. Section 1886(j)(3)(C) of the Act
requires the Secretary to estimate a
multifactor productivity (MFP)
adjustment to the market basket increase
factor, and to apply other adjustments as
defined by the Act. The productivity
adjustment applies to FYs from 2012
forward. The other adjustments apply to
FYs 2010 to 2019.

Sections 1886(j)(3)(C)(ii)(I) and
1886(j)(3)(D)(i) of the Act defined the
adjustments that were to be applied to
the market basket increase factors in
FYs 2010 and 2011. Under these
provisions, the Secretary was required
to reduce the market basket increase
factor in FY 2010 by a 0.25 percentage
point adjustment. Notwithstanding this
provision, in accordance with section
3401(p) of the PPACA, the adjusted FY
2010 rate was only to be applied to
discharges occurring on or after April 1,
2010. Based on the self-implementing
legislative changes to section 1886(j)(3)
of the Act, we adjusted the FY 2010
federal prospective payment rates as
required, and applied these rates to IRF
discharges occurring on or after April 1,
2010, and on or before September 30,
2010. Thus, the final FY 2010 IRF
prospective payment rates that were
published in the FY 2010 IRF PPS final
rule (74 FR 39762) were used for
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discharges occurring on or after October
1, 2009, and on or before March 31,
2010, and the adjusted FY 2010 IRF
prospective payment rates applied to
discharges occurring on or after April 1,
2010, and on or before September 30,
2010. The adjusted FY 2010 prospective
payment rates are available on the CMS
website at http://www.cms.gov/
Medicare/Medicare-Fee-for-Service-
Payment/InpatientRehabFacPPS/Data-
Files.html.

In addition, sections 1886(j)(3)(C) and
(D) of the Act also affected the FY 2010
IRF outlier threshold amount because
they required an adjustment to the FY
2010 RPL market basket increase factor,
which changed the standard payment
conversion factor for FY 2010.
Specifically, the original FY 2010 IRF
outlier threshold amount was
determined based on the original
estimated FY 2010 RPL market basket
increase factor of 2.5 percent and the
standard payment conversion factor of
$13,661. However, as adjusted, the IRF
prospective payments are based on the
adjusted RPL market basket increase
factor of 2.25 percent and the revised
standard payment conversion factor of
$13,627. To maintain estimated outlier
payments for FY 2010 equal to the
established standard of 3 percent of total
estimated IRF PPS payments for FY
2010, we revised the IRF outlier
threshold amount for FY 2010 for
discharges occurring on or after April 1,
2010, and on or before September 30,
2010. The revised IRF outlier threshold
amount for FY 2010 was $10,721.

Sections 1886(j)(3)(C)(ii)(II) and
1886(j)(3)(D)(i) of the Act also required
the Secretary to reduce the market
basket increase factor in FY 2011 by a
0.25 percentage point adjustment. The
FY 2011 IRF PPS notice (75 FR 42836)
and the correcting amendments to the
FY 2011 IRF PPS notice (75 FR 70013)
described the required adjustments to
the FY 2010 and FY 2011 IRF PPS
prospective payment rates and outlier
threshold amount for IRF discharges
occurring on or after April 1, 2010, and
on or before September 30, 2011. It also
updated the FY 2011 prospective
payment rates, the CMG relative
weights, and the average length of stay
values. Any reference to the FY 2011
IRF PPS notice in this final rule also
includes the provisions effective in the
correcting amendments. For more
information on the FY 2010 and FY
2011 adjustments or the updates for FY
2011, please refer to the FY 2011 IRF
PPS notice (75 FR 42836 and 75 FR
70013).

In the FY 2012 IRF PPS final rule (76
FR 47836), we updated the IRF
prospective payment rates, rebased and

revised the RPL market basket, and
established a new quality reporting
program (QRP) for IRFs in accordance
with section 1886(j)(7) of the Act. We
also consolidated, clarified, and revised
existing policies regarding IRF hospitals
and IRF units of hospitals to eliminate
unnecessary confusion and enhance
consistency. For more information on
the policy changes implemented for FY
2012, please refer to the FY 2012 IRF
PPS final rule (76 FR 47836), in which
we published the final FY 2012 IRF
prospective payment rates.

The FY 2013 IRF PPS notice (77 FR
44618) described the required
adjustments to the FY 2013 prospective
payment rates and outlier threshold
amount for IRF discharges occurring on
or after October 1, 2012, and on or
before September 30, 2013. It also
updated the FY 2013 prospective
payment rates, the CMG relative
weights, and the average length of stay
values. For more information on the
updates for FY 2013, please refer to the
FY 2013 IRF PPS notice (77 FR 44618).

In the FY 2014 IRF PPS final rule (78
FR 47860), we updated the prospective
payment rates, the CMG relative
weights, and the outlier threshold
amount. We also updated the facility-
level adjustment factors using an
enhanced estimation methodology,
revised the list of diagnosis codes that
count toward an IRF’s 60 percent rule
compliance calculation to determine
“presumptive compliance,” revised
sections of the inpatient rehabilitation
facility patient assessment instrument
(IRF-PAI), revised requirements for
acute care hospitals that have IRF units,
clarified the IRF regulation text
regarding limitation of review, updated
references to previously changed
sections in the regulations text, and
updated requirements for the IRF QRP.
For more information on the policy
changes implemented for FY 2014,
please refer to the FY 2014 IRF PPS final
rule (78 FR 47860), in which we
published the final FY 2014 IRF
prospective payment rates.

In the FY 2015 IRF PPS final rule (79
FR 45872), we updated the prospective
payment rates, the CMG relative
weights, and the outlier threshold
amount. We also revised the list of
diagnosis codes that count toward an
IRF’s 60 percent rule compliance
calculation to determine “presumptive
compliance,” revised sections of the
IRF—PAI, and updated requirements for
the IRF QRP. For more information on
the policy changes implemented for FY
2015, please refer to the FY 2015 IRF
PPS final rule (79 FR 45872) and the FY
2015 IRF PPS correction notice (79 FR
59121).

In the FY 2016 IRF PPS final rule (80
FR 47036), we updated the prospective
payment rates, the CMG relative
weights, and the outlier threshold
amount. We also adopted an IRF-
specific market basket that reflects the
cost structures of only IRF providers, a
blended 1-year transition wage index
based on the adoption of new OMB area
delineations, a 3-year phase-out of the
rural adjustment for certain IRFs due to
the new OMB area delineations, and
updates for the IRF QRP. For more
information on the policy changes
implemented for FY 2016, please refer
to the FY 2016 IRF PPS final rule (80 FR
470386).

In the FY 2017 IRF PPS final rule (81
FR 52056), we updated the prospective
payment rates, the CMG relative
weights, and the outlier threshold
amount. We also updated requirements
for the IRF QRP. For more information
on the policy changes implemented for
FY 2017, please refer to the FY 2017 IRF
PPS final rule (81 FR 52056) and the FY
2017 IRF PPS correction notice (81 FR
59901).

In the FY 2018 IRF PPS final rule (82
FR 36238), we updated the prospective
payment rates, the CMG relative
weights, and the outlier threshold
amount. We also revised the
International Classification of Diseases,
10th Revision, Clinical Modification
(ICD-10—CM) diagnosis codes that are
used to determine presumptive
compliance under the “60 percent rule,”
removed the 25 percent payment
penalty for IRF-PAI late transmissions,
removed the voluntary swallowing
status item (Item 27) from the IRF—PAI,
summarized comments regarding the
criteria used to classify facilities for
payment under the IRF PPS, provided
for a subregulatory process for certain
annual updates to the presumptive
methodology diagnosis code lists,
adopted the use of height/weight items
on the IRF-PAI to determine patient
body mass index (BMI) greater than 50
for cases of single-joint replacement
under the presumptive methodology,
and updated requirements for the IRF
QRP. For more information on the
policy changes implemented for FY
2018, please refer to the FY 2018 IRF
PPS final rule (82 FR 36238).

B. Provisions of the PPACA Affecting
the IRF PPS in FY 2012 and Beyond

The PPACA included several
provisions that affect the IRF PPS in FYs
2012 and beyond. In addition to what
was previously discussed, section
3401(d) of the PPACA also added
section 1886(j)(3)(C)(ii)(I) of the Act
(providing for a “productivity
adjustment” for fiscal year 2012 and
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each subsequent fiscal year). The
productivity adjustment for FY 2019 is
discussed in section VI.B. of this final
rule. Section 3401(d) of the PPACA
requires an additional 0.75 percentage
point adjustment to the IRF increase
factor for each of FYs 2017, 2018, and
2019. The applicable adjustment for FY
2019 is discussed in section VI.B. of this
final rule. Section 1886(j)(3)(C)(ii)(II) of
the Act provides that the application of
these adjustments to the market basket
update may result in an update that is
less than 0.0 for a fiscal year and in
payment rates for a fiscal year being less
than such payment rates for the
preceding fiscal year.

Sections 3004(b) of the PPACA and
section 411(b) of the Medicare Access
and CHIP Reauthorization Act of 2015
(Pub. L. 114-10, enacted on April 16,
2015) (MACRA) also addressed the IRF
PPS. Section 3004(b) of PPACA
reassigned the previously designated
section 1886(j)(7) of the Act to section
1886(j)(8) of the Act and inserted a new
section 1886(j)(7) of the Act, which
contains requirements for the Secretary
to establish a QRP for IRFs. Under that
program, data must be submitted in a
form and manner and at a time specified
by the Secretary. Section 411(b) of
MACRA amended section 1886(j)(3)(C)
of the Act by adding clause (iii), which
required us to apply for FY 2018, after
the application of section
1886(j)(3)(C)(ii) of the Act, an increase
factor of 1.0 percent to update the IRF
prospective payment rates. Beginning in
FY 2014, section 1886(j)(7)(A)(i) of the
Act requires the application of a 2
percentage point reduction to the
market basket increase factor otherwise
applicable to an IRF (after application of
subparagraphs (C)(iii) and (D) of section
1886(j)(3) of the Act) for a fiscal year if
the IRF does not comply with the
requirements of the IRF QRP for that
fiscal year. Application of the 2
percentage point reduction may result
in an update that is less than 0.0 for a
fiscal year and in payment rates for a
fiscal year being less than such payment
rates for the preceding fiscal year.
Reporting-based reductions to the
market basket increase factor are not
cumulative; they only apply for the FY
involved.

C. Operational Overview of the Current
IRF PPS

As described in the FY 2002 IRF PPS
final rule (66 FR 41316), upon the
admission and discharge of a Medicare
Part A Fee-for-Service (FFS) patient, the
IRF is required to complete the
appropriate sections of a patient
assessment instrument (PAI), designated
as the IRF-PAI. In addition, beginning

with IRF discharges occurring on or
after October 1, 2009, the IRF is also
required to complete the appropriate
sections of the IRF-PAI upon the
admission and discharge of each
Medicare Advantage (MA) patient, as
described in the FY 2010 IRF PPS final
rule (74 FR 39762 and 74 FR 50712). All
required data must be electronically
encoded into the IRF-PAI software
product. Generally, the software product
includes patient classification
programming called the Grouper
software. The Grouper software uses
specific IRF-PAI data elements to
classify (or group) patients into distinct
CMGs and account for the existence of
any relevant comorbidities.

The Grouper software produces a five-
character CMG number. The first
character is an alphabetic character that
indicates the comorbidity tier. The last
four characters are numeric characters
that represent the distinct CMG number.
Free downloads of the Inpatient
Rehabilitation Validation and Entry
(IRVEN) software product, including the
Grouper software, are available on the
CMS website at hitp://www.cms.gov/
Medicare/Medicare-Fee-for-Service-
Payment/InpatientRehabFacPPS/
Software.html.

Once a Medicare Part A FFS patient
is discharged, the IRF submits a
Medicare claim as a Health Insurance
Portability and Accountability Act of
1996 (Pub. L. 104—191, enacted on
August 21, 1996) (HIPAA) compliant
electronic claim or, if the
Administrative Simplification
Compliance Act of 2002 (Pub. L. 107-
105, enacted on December 27, 2002)
(ASCA) permits, a paper claim (a UB—
04 or a CMS—1450 as appropriate) using
the five-character CMG number and
sends it to the appropriate Medicare
Administrative Contractor (MAC). In
addition, once a MA patient is
discharged, in accordance with the
Medicare Claims Processing Manual,
chapter 3, section 20.3 (Pub. 100-04),
hospitals (including IRFs) must submit
an informational-only bill (Type of Bill
(TOB) 111), which includes Condition
Code 04 to their MAC. This will ensure
that the MA days are included in the
hospital’s Supplemental Security
Income (SSI) ratio (used in calculating
the IRF LIP adjustment) for fiscal year
2007 and beyond. Claims submitted to
Medicare must comply with both ASCA
and HIPAA.

Section 3 of the ASCA amended
section 1862(a) of the Act by adding
paragraph (22), which requires the
Medicare program, subject to section
1862(h) of the Act, to deny payment
under Part A or Part B for any expenses
for items or services for which a claim

is submitted other than in an electronic
form specified by the Secretary. Section
1862(h) of the Act, in turn, provides that
the Secretary shall waive such denial in
situations in which there is no method
available for the submission of claims in
an electronic form or the entity
submitting the claim is a small provider.
In addition, the Secretary also has the
authority to waive such denial in such
unusual cases as the Secretary finds
appropriate. For more information, see
the “Medicare Program; Electronic
Submission of Medicare Claims” final
rule (70 FR 71008). Our instructions for
the limited number of Medicare claims
submitted on paper are available at
http://www.cms.gov/manuals/
downloads/clm104c25.pdf.

Section 3 of the ASCA operates in the
context of the administrative
simplification provisions of HIPAA,
which include, among others, the
requirements for transaction standards
and code sets codified in 45 CFR, parts
160 and 162, subparts A and I through
R (generally known as the Transactions
Rule). The Transactions Rule requires
covered entities, including covered
health care providers, to conduct
covered electronic transactions
according to the applicable transaction
standards. (See the CMS program claim
memoranda at http://www.cms.gov/
ElectronicBillingEDITrans/ and listed in
the addenda to the Medicare
Intermediary Manual, Part 3, section
3600).

The MAC processes the claim through
its software system. This software
system includes pricing programming
called the “Pricer” software. The Pricer
software uses the CMG number, along
with other specific claim data elements
and provider-specific data, to adjust the
IRF’s prospective payment for
interrupted stays, transfers, short stays,
and deaths, and then applies the
applicable adjustments to account for
the IRF’s wage index, percentage of low-
income patients, rural location, and
outlier payments. For discharges
occurring on or after October 1, 2005,
the IRF PPS payment also reflects the
teaching status adjustment that became
effective as of FY 2006, as discussed in
the FY 2006 IRF PPS final rule (70 FR
47880).

D. Advancing Health Information
Exchange

The Department of Health and Human
Services (HHS) has a number of
initiatives designed to encourage and
support the adoption of interoperable
health information technology and to
promote nationwide health information
exchange to improve health care. The
Office of the National Coordinator for
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Health Information Technology (ONGC)
and CMS work collaboratively to
advance interoperability across settings
of care, including post-acute care.

The Improving Medicare Post-Acute
Care Transformation Act of 2014 (Pub.
L. 113-185, enacted on October 6, 2014)
(IMPACT Act) requires assessment data
to be standardized and interoperable to
allow for exchange of the data among
post-acute providers and other
providers. To further interoperability in
post-acute care, CMS is developing a
Data Element Library to serve as a
publically available centralized,
authoritative resource for standardized
data elements and their associated
mappings to health IT standards. These
interoperable data elements can reduce
provider burden by supporting the use
and reuse of healthcare data, support
provider exchange of electronic health
information for care coordination,
person-centered care, and support real-
time, data driven, clinical decision
making. Once available, standards in the
Data Element Library can be referenced
on the CMS website and in the ONC
Interoperability Standards Advisory
(ISA).

The 2018 Interoperability Standards
Advisory (ISA) is available at https://
www.healthit.gov/isa/.

Most recently, the 21st Century Cures
Act (Pub. L. 114-255, enacted on
December 13, 2016) (Cures Act),
requires HHS to take new steps to
enable the electronic sharing of health
information ensuring interoperability
for providers and settings across the
care continuum. Specifically, Congress
directed ONC to ‘“‘develop or support a
trusted exchange framework, including
a common agreement among health
information networks nationally.” This
framework (https://beta.healthit.gov/
topic/interoperability/trusted-exchange-
framework-and-common-agreement)
outlines a common set of principles for
trusted exchange and minimum terms
and conditions for trusted exchange in
order to enable interoperability across
disparate health information networks.
In another important provision,
Congress defined “information
blocking” as practices likely to interfere
with, prevent, or materially discourage
access, exchange, or use of electronic
health information, and established new
authority for HHS to discourage these
practices. We invite providers to learn
more about these important
developments and how they are likely
to affect IRFs.

II. Summary of Provisions of the
Proposed Rule

In the FY 2019 IRF PPS proposed rule
(83 FR 20972), we proposed to update

the IRF prospective payment rates for
FY 2019 and to alleviate administrative
burden for IRFs by removing the FIM™
instrument and associated Function
Modifiers from the IRF-PAI in
accordance with section 1886(j)(2)(D) of
the Act and revise certain IRF coverage
requirements to reduce the amount of
required paperwork in the IRF setting.
In addition, we solicited comments on
removing the face-to-face requirement
for rehabilitation physician visits and
expanding the use of non-physician
practitioners (that is, nurse practitioners
and physician assistants) in meeting the
IRF coverage requirements. For the IRF
QRP, we proposed to add a new quality
measure removal factor, remove two
quality measures from the measure set,
and codify in our regulations a number
of requirements.

The proposed updates to the IRF
prospective payment rates for FY 2019
are as follows:

¢ Update the IRF PPS relative weights
and average length of stay values for FY
2019 using the most current and
complete Medicare claims and cost
report data in a budget-neutral manner,
as discussed in section III. of the FY
2019 IRF PPS proposed rule (83 FR
20972, 20978 through 20981).

e Describe the continued use of FY
2014 facility-level adjustment factors, as
discussed in section IV. of the FY 2019
IRF PPS proposed rule (83 FR 20972 at
20981).

e Update the IRF PPS payment rates
for FY 2019 by the market basket
increase factor, based upon the most
current data available, with a 0.75
percentage point reduction as required
by sections 1886(j)(3)(C)(ii)(II) and
1886(j)(3)(D)(v) of the Act and a
productivity adjustment required by
section 1886(j)(3)(C)(ii)(I) of the Act, as
described in section V. of the FY 2019
IRF PPS proposed rule (83 FR 20972 at
20982).

« Update the FY 2019 IRF PPS
payment rates by the FY 2019 wage
index and the labor-related share in a
budget-neutral manner, as discussed in
section V. of the FY 2019 IRF PPS
proposed rule (83 FR 20972, 20982
through 20984).

e Describe the calculation of the IRF
standard payment conversion factor for
FY 2019, as discussed in section V. of
the FY 2019 IRF PPS proposed rule (83
FR 20972, 20984 through 20985).

e Update the outlier threshold
amount for FY 2019, as discussed in
section VI. of the FY 2019 IRF PPS
proposed rule (83 FR 20972 at 20987).

o Update the cost-to-charge ratio
(CCR) ceiling and urban/rural average
CCRs for FY 2019, as discussed in
section VI. of the FY 2019 IRF PPS

proposed rule (83 FR 20972, 20987
through 20988).

e Remove the FIM™ instrument and
associated Function Modifiers from the
IRF-PAI beginning with FY 2020 to
reduce administrative burden for IRFs,
as discussed in section VII. of the FY
2019 IRF PPS proposed rule (83 FR
20972, 20988 through 20995).

¢ Revise certain IRF coverage
requirements to reduce administrative
burden for IRFs beginning with FY
2019, as discussed in section VIII. of the
FY 2019 IRF PPS proposed rule (83 FR
20972, 20995 through 20997).

e Solicit comments on removing the
face-to-face requirement for
rehabilitation physician visits, as
discussed in section VIIL. of the FY 2019
IRF PPS proposed rule (83 FR 20972,
20997 through 20998).

e Solicit comments on expanding the
use of non-physician practitioners (that
is, nurse practitioners and physician
assistants) in meeting the IRF coverage
requirements, as discussed in section
VIIL of the FY 2019 IRF PPS proposed
rule (83 FR 20972, 20998 through
20999).

e Update the requirements for the IRF
QRP, as discussed in section IX. of the
FY 2019 IRF PPS proposed rule (83 FR
20972, 20999 through 21004).

III. Analysis and Response to Public
Comments

We received 109 timely responses
from the public, many of which
contained multiple comments on the FY
2019 IRF PPS proposed rule (83 FR
20972). We received comments from
various trade associations, inpatient
rehabilitation facilities, individual
physicians, therapists, clinicians, health
care industry organizations, and health
care consulting firms. The following
sections, arranged by subject area,
include a summary of the public
comments that we received, and our
responses.

IV. Update to the Case-Mix Group
(CMG) Relative Weights and Average
Length of Stay Values for FY 2019

As specified in § 412.620(b)(1), we
calculate a relative weight for each CMG
that is proportional to the resources
needed by an average inpatient
rehabilitation case in that CMG. For
example, cases in a CMG with a relative
weight of 2, on average, will cost twice
as much as cases in a CMG with a
relative weight of 1. Relative weights
account for the variance in cost per
discharge due to the variance in
resource utilization among the payment
groups, and their use helps to ensure
that IRF PPS payments support
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beneficiary access to care, as well as
provider efficiency.

In the FY 2019 IRF PPS proposed rule
(83 FR 20972, 20978 through 20981), we
proposed to update the CMG relative
weights and average length of stay
values for FY 2019. As required by
statute, we always use the most recent
available data to update the CMG
relative weights and average lengths of
stay. For FY 2019, we proposed to use
the FY 2017 IRF claims and FY 2016
IRF cost report data. These data are the
most current and complete data
available at this time. We note that, as
we typically do, we updated our data
between the FY 2019 IRF PPS proposed
and final rules to ensure that we use the
most recent available data in calculating
IRF PPS payments. This updated data
reflects a more complete set of claims
for FY 2017 and additional cost report
data for FY 2016.

In the FY 2019 IRF PPS proposed
rule, we proposed to apply these data
using the same methodologies that we
have used to update the CMG relative
weights and average length of stay
values each fiscal year since we
implemented an update to the
methodology to use the more detailed
CCR data from the cost reports of IRF
subprovider units of primary acute care
hospitals, instead of CCR data from the
associated primary care hospitals, to
calculate IRFs’ average costs per case, as
discussed in the FY 2009 IRF PPS final

rule (73 FR 46372). In calculating the
CMG relative weights, we use a
hospital-specific relative value method
to estimate operating (routine and
ancillary services) and capital costs of
IRFs. The process used to calculate the
CMG relative weights for this final rule
is as follows:

Step 1. We estimate the effects that
comorbidities have on costs.

Step 2. We adjust the cost of each
Medicare discharge (case) to reflect the
effects found in the first step.

Step 3. We use the adjusted costs from

the second step to calculate CMG
relative weights, using the hospital-
specific relative value method.

Step 4. We normalize the FY 2019
CMG relative weights to the same
average CMG relative weight from the
CMG relative weights implemented in
the FY 2018 IRF PPS final rule (82 FR
36238).

Consistent with the methodology that
we have used to update the IRF
classification system in each instance in
the past, we proposed to update the
CMG relative weights for FY 2019 in
such a way that total estimated
aggregate payments to IRFs for FY 2019
are the same with or without the
changes (that is, in a budget-neutral
manner) by applying a budget neutrality
factor to the standard payment amount.
To calculate the appropriate budget
neutrality factor for use in updating the
FY 2019 CMG relative weights, we use
the following steps:

Step 1. Calculate the estimated total
amount of IRF PPS payments for FY
2019 (with no changes to the CMG
relative weights).

Step 2. Calculate the estimated total
amount of IRF PPS payments for FY
2019 by applying the changes to the
CMG relative weights (as discussed in
this final rule).

Step 3. Divide the amount calculated
in step 1 by the amount calculated in
step 2 to determine the budget
neutrality factor (0.9981) that would
maintain the same total estimated
aggregate payments in FY 2019 with and
without the changes to the CMG relative
weights.

Step 4. Apply the budget neutrality
factor (0.9981) to the FY 2018 IRF PPS
standard payment amount after the
application of the budget-neutral wage
adjustment factor.

In section VLE. of this final rule, we
discuss the use of the existing
methodology to calculate the standard
payment conversion factor for FY 2019.

In Table 2, “Relative Weights and
Average Length of Stay Values for Case-
Mix Groups,” we present the CMGs, the
comorbidity tiers, the corresponding
relative weights, and the average length
of stay values for each CMG and tier for
FY 2019. The average length of stay for
each CMG is used to determine when an
IRF discharge meets the definition of a
short-stay transfer, which results in a
per diem case level adjustment.

TABLE 2—RELATIVE WEIGHTS AND AVERAGE LENGTH OF STAY VALUES FOR CASE-MiX GROUPS

Relative weight Average length of stay
CMG description
CMG L No No
(M = motor, C = cognitive, A = age) Tier1 | Tier2 | Tier3 | comorbidities | Tier1 | Tier2 | Tier3 | comorbidities
tier tier
0101 ...... Stroke M > 51.05 ....cooviiiiiiiiiieeee e 0.8465 0.7365 0.6747 0.6451 8 11 9 8
0102 ...... Stroke M > 44.45 and M < 51.05 and C > 18.5 .. 1.0706 0.9315 0.8533 0.8159 11 12 10 10
0103 ...... Stroke M > 44.45 and M < 51.05 and C < 18.5 .. 1.2391 1.0781 0.9876 0.9443 12 13 1 12
0104 ...... Stroke M > 38.85 and M < 44.45 ................ 1.2938 1.1257 1.0312 0.9860 12 13 12 12
0105 ...... Stroke M > 34.25 and M < 38.85 .. 1.4871 1.2938 1.1852 1.1333 14 14 14 13
0106 ...... Stroke M > 30.05 and M < 34.25 .. 1.6628 1.4467 1.3253 1.2673 16 16 15 15
0107 ...... Stroke M > 26.15 and M < 30.05 .. 1.8653 1.6229 1.4867 1.4216 18 18 16 16
0108 ...... Stroke M < 26.15and A > 84.5 ................... 2.3056 2.0060 1.8376 1.7572 22 21 20 20
0109 ...... Stroke M > 22.35 and M < 26.15 and A < 84. 2.0857 1.8147 1.6624 1.5896 19 19 18 18
0110 ...... Stroke M <22.35 and A < 84.5 ......ccccevviiieennnnne 2.7655 | 2.4060 | 2.2041 2.1076 26 26 23 23
0201 ...... Traumatic brain injury M > 53.35 and C > 235 .......... 0.8235 0.6628 0.5922 0.5527 9 9 8 7
0202 ...... Traumatic brain injury M > 44.25 and M < 53.35 and 1.1508 0.9263 0.8275 0.7724 10 11 10 10
C > 23.5.
0203 ...... Traumatic brain injury M > 44.25 and C < 23.5 ........... 1.2723 1.0240 0.9149 0.8539 13 13 11 10
0204 ...... Traumatic brain injury M > 40.65 and M < 44.25 ... 1.3841 1.1141 0.9953 0.9290 13 13 1 11
0205 ...... Traumatic brain injury M > 28.75 and M < 40.65 ... 1.6330 1.3143 1.1743 1.0960 14 15 13 13
0206 ...... Traumatic brain injury M > 22.05 and M < 28.75 ... 1.9661 1.5825 1.4139 1.3196 18 18 15 15
0207 ...... Traumatic brain injury M < 22.05 ...........c.cocue. 2.4863 | 2.0012 1.7879 1.6687 30 22 19 18
0301 ...... Non-traumatic brain injury M > 41.05 .........cccoeeinennne 1.1727 0.9483 0.8703 0.8135 11 11 10 10
0302 ...... Non-traumatic brain injury M > 35.05 and M < 41.05 .. 1.4347 1.1603 1.0648 0.9953 12 13 12 12
0303 ...... Non-traumatic brain injury M > 26.15 and M < 35.05 .. 1.6572 1.3402 1.2300 1.1496 15 14 13 13
0304 ...... Non-traumatic brain injury M < 26.15 .........ccccoveirennne 2.1203 1.7147 1.5737 1.4709 20 19 16 16
0401 ..... Traumatic spinal cord injury M > 48.45 ........................ 1.0040 0.8097 0.7490 0.6855 10 10 9 9
0402 ...... Traumatic spinal cord injury M > 30.35 and M < 48.45 1.4873 1.1996 1.1096 1.0155 14 13 13 12
0403 ...... Traumatic spinal cord injury M > 16.05 and M < 30.35 2.3688 1.9105 1.7673 1.6175 25 22 19 18
0404 ...... Traumatic spinal cord injury M < 16.05 and A > 63.5 .. 4.0377 3.2566 3.0125 2.7571 45 36 31 30
0405 ...... Traumatic spinal cord injury M < 16.05 and A > 63.5 .. 3.6175 2.9177 2.6989 2.4701 26 35 29 26
0501 ...... Non-traumatic spinal cord injury M > 51.35 .................. 0.9171 0.7145 0.6605 0.6070 9 10 8 8
0502 ...... Non-traumatic spinal cord injury M > 40.15 and M < 1.2182 0.9491 0.8774 0.8063 11 11 10 10
51.35.
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TABLE 2—RELATIVE WEIGHTS AND AVERAGE LENGTH OF STAY VALUES FOR CASE-MIx GRoUPS—Continued

CMG description

Relative weight

Average length of stay

CMG " No No
(M = motor, C = cognitive, A = age) Tier 1 Tier 2 Tier 3 | comorbidities | Tier 1 Tier 2 Tier 3 | comorbidities
tier tier
0503 ...... Non-traumatic spinal cord injury M > 31.25 and M < 1.5156 1.1809 1.0916 1.0031 14 13 12 12
40.15.
0504 ...... Non-traumatic spinal cord injury M > 29.25 and M < 1.7426 1.3577 1.2551 1.1533 16 14 14 13
31.25.
0505 ...... Non-traumatic spinal cord injury M > 23.75 and M < 1.9957 1.5550 1.4374 1.3209 18 17 16 15
29.25.
0506 ...... Non-traumatic spinal cord injury M < 23.75 ................. 2.6996 2.1034 1.9443 1.7867 26 23 21 20
0601 ...... Neurological M > 47.75 ............. 1.0736 0.8242 0.7624 0.6948 9 9 9 8
0602 ...... Neurological M > 37.35 and M < 47. 1.3920 1.0686 0.9884 0.9008 12 12 11 10
0603 ...... Neurological M > 25.85 and M < 37.35 1.7124 1.3146 1.2159 1.1082 14 14 13 13
0604 ...... Neurological M < 25.85 .........cccccveuvnene . 2.2148 1.7003 1.5727 1.4334 19 17 16 16
0701 ...... Fracture of lower extremity M > 42.15 ..........cccccevuenee. 1.0280 0.8387 0.7948 0.7171 10 10 9 9
0702 ...... Fracture of lower extremity M > 34.15 and M < 42.15 1.3083 1.0674 1.0115 0.9127 12 12 12 11
0703 ...... Fracture of lower extremity M > 28.15 and M < 34.15 1.5600 1.2728 1.2062 1.0883 14 14 14 13
0704 ...... Fracture of lower extremity M < 28.15 ........cccccovvvveienne 1.9907 1.6242 1.5392 1.3888 18 18 17 16
0801 ...... Replacement of lower extremity joint M > 49.55 .......... 0.8391 0.6841 0.6185 0.5754 8 8 8 7
0802 ...... Replacement of lower extremity joint M > 37.05 and M 1.0766 0.8777 0.7936 0.7382 11 9 9 9
< 49.55.
0803 ...... Replacement of lower extremity joint M > 28.65 and M 1.4123 1.1514 1.0410 0.9684 13 13 12 11
< 37.05 and A > 83.5.
0804 ... Replacement of lower extremity joint M > 28.65 and M 1.2727 1.0376 0.9381 0.8727 12 12 11 10
< 37.05 and A > 83.5.
0805 ...... Replacement of lower extremity joint M > 22.05 and M 1.5169 1.2367 1.1181 1.0401 14 14 12 12
< 28.65.
0806 ...... Replacement of lower extremity joint M < 22.05 .......... 1.8691 1.5238 1.3777 1.2816 17 17 15 14
0901 ...... Other orthopedic M > 44.75 .............. 1.0283 0.8073 0.7481 0.6894 1 10 9 8
0902 ...... Other orthopedic M > 34.35 and M < 44. 1.3030 1.0230 0.9479 0.8736 12 12 11 10
0903 ... Other orthopedic M > 24.15 and M < 34.35 1.6262 1.2768 1.1831 1.0903 14 14 13 12
0904 ... Other orthopedic M < 24.15 ..................... . 2.0372 1.5995 1.4821 1.3659 17 17 16 15
1001 ... Amputation, lower extremity M > 47.65 ...........ccccceeuenee 1.0941 0.9260 0.8226 0.7584 11 11 10 9
1002 ...... Amputation, lower extremity M > 36.25 and M < 47.65 1.3984 1.1835 1.0513 0.9693 13 13 12 12
1003 ...... Amputation, lower extremity M < 36.25 2.0247 1.7136 1.5222 1.4034 18 18 16 15
1101 ... Amputation, non-lower extremity M > 36.35 1.3618 1.0044 1.0044 0.8832 12 11 11 11
1102 ... Amputation, non-lower extremity M < 36.35 1.9208 1.4167 1.4167 1.2458 17 15 15 13
1201 ... Osteoarthritis M > 37.65 ............ 1.1125 0.9541 0.8710 0.7877 11 10 10 9
1202 ... Osteoarthritis M > 30.75 and M < 37. 1.4092 1.2085 1.1032 0.9978 13 13 12 12
1203 ... Osteoarthritis M < 30.75 .......ccccvevvenene 1.7067 1.4637 1.3361 1.2084 15 16 15 14
1301 ... Rheumatoid, other arthritis M > 36.35 1.0977 0.9523 0.8893 0.8342 10 10 10 10
1302 ... Rheumatoid, other arthritis M > 26.15 and M < 36.35 1.4355 1.2454 1.1630 1.0909 12 13 13 12
1303 ... Rheumatoid, other arthritis M < 26.15 ...........cc.cocceie 1.7337 1.5041 1.4046 1.3175 14 17 15 15
1401 ... Cardiac M > 48.85 ........ccocoiiiiies 0.9226 0.7511 0.6772 0.6103 9 8 8 7
1402 ...... Cardiac M > 38.55 and M < 48.85 1.2379 1.0079 0.9086 0.8189 11 11 10 10
1403 ...... Cardiac M > 31.15 and M < 38.55 1.4752 1.2011 1.0828 0.9759 13 13 12 11
1404 ... Cardiac M < 31.15 . 1.8581 1.5129 1.3639 1.2292 17 16 15 13
1501 ...... Pulmonary M > 49.25 .............. 1.0145 0.8753 0.7927 0.7596 9 10 9 8
1502 ... Pulmonary M > 39.05 and M < 49.25 1.2970 1.1191 1.0134 0.9711 11 11 10 11
1503 ...... Pulmonary M > 29.15 and M < 39.05 . 1.5391 1.3280 1.2026 1.1524 14 13 12 12
1504 ...... Pulmonary M < 29.15 ..o, 1.9395 1.6735 1.5155 1.4522 19 16 15 14
1601 ...... Pain syndrome M > 37.15 .......ccoiiiiiienineeeneeee 1.2123 0.9280 0.8814 0.7954 9 11 10 10
1602 ...... Pain syndrome M > 26.75 and M < 37.15 1.5361 1.1758 1.1169 1.0079 11 12 12 12
1603 ...... Pain syndrome M < 26.75 1.8637 1.4266 1.3551 1.2228 12 16 15 14
1701 ... Major multiple trauma without brain or spinal cord in- 1.2825 0.9724 0.9103 0.8196 14 11 10 10
jury M > 39.25.
1702 ... Major multiple trauma without brain or spinal cord in- 1.5510 1.1760 1.1009 0.9912 14 14 12 11
jury M > 31.05 and M < 39.25.
1703 ...... Major multiple trauma without brain or spinal cord in- 1.8097 1.3722 1.2846 1.1565 15 15 14 13
jury M > 25.55 and M < 31.05.
1704 ... Major multiple trauma without brain or spinal cord in- 2.3097 1.7513 1.6395 1.4761 20 19 17 16
jury M < 25.55.
1801 ...... Major multiple trauma with brain or spinal cord injury 1.1285 1.0063 0.8504 0.7943 12 11 10 10
M > 40.85.
1802 ... Major multiple trauma with brain or spinal cord injury 1.6639 1.4838 1.2539 11712 16 17 14 13
M > 23.05 and M < 40.85.
1803 ...... Major multiple trauma with brain or spinal cord injury 2.6145 2.3315 1.9703 1.8403 30 25 20 19
M < 283.05.
1901 ...... Guillain Barre M > 35.95 .......cccoiniiininieineeeeeeee 1.0049 0.9440 0.9096 15 13 11 11
1902 ...... Guillain Barre M > 18.05 and M < 35.95 .........cccevuennee 1.7694 1.6622 1.6017 24 21 18 18
1903 ... Guillain Barre M < 18.05 3.0627 2.8772 2.7725 46 31 30 30
2001 ...... Miscellaneous M > 49.15 . 0.7709 0.7160 0.6500 9 9 8 8
2002 ...... Miscellaneous M > 38.75 and M < 49.15 ..........ccceuee 1.0018 0.9306 0.8448 12 11 10 10
2003 ... Miscellaneous M > 27.85 and M < 38.75 ..........cccece. 1.2314 1.1438 1.0384 14 14 12 12
2004 ...... Miscellaneous M < 27.85 1.5695 1.4578 1.3234 18 17 15 15
2101 ... Burns M > 0 . 1.5493 1.3168 22 16 16 14
5001 ...... Short-stay cases, length of stay is 3 days or fewer ..... 0.1599 2
5101 ...... Expired, orthopedic, length of stay is 13 days or fewer 0.7539 8
5102 ...... Expired, orthopedic, length of stay is 14 days or more 1.6493 18
5103 ...... Expired, not orthopedic, length of stay is 15 days or 0.8091 8

fewer.
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TABLE 2—RELATIVE WEIGHTS AND AVERAGE LENGTH OF STAY VALUES FOR CASE-MIx GRoUPS—Continued

Relative weight

Average length of stay

cMG CMG description No No
(M = motor, C = cognitive, A = age) Tier 1 Tier 2 Tier 3 | comorbidities | Tier 1 Tier 2 Tier 3 | comorbidities
tier tier
5104 ... Expired, not orthopedic, length of stay is 16 days or | ... | cooiciiins | coiiiieiens 21145 | i | e | e 21
more.

Generally, updates to the CMG
relative weights result in some increases
and some decreases to the CMG relative
weight values. Table 3 shows how we
estimate that the application of the
revisions for FY 2019 would affect
particular CMG relative weight values,

which would affect the overall
distribution of payments within CMGs
and tiers. Note that, because we
proposed to implement the CMG
relative weight revisions in a budget-
neutral manner (as previously
described), total estimated aggregate

payments to IRFs for FY 2019 would not
be affected as a result of the CMG
relative weight revisions. However, the
revisions would affect the distribution
of payments within CMGs and tiers.

TABLE 3—DISTRIBUTIONAL EFFECTS OF THE CHANGES TO THE CMG RELATIVE WEIGHTS

[FY 2018 values compared with FY 2019 values]

Percentage change in CMG relative weights

Number of
cases affected

Percentage of
cases affected

Increased by 15% or more
Increased by between 5% and 15%
Changed by less than 5%
Decreased by between 5% and 15%
Decreased by 15% or more

19 0.0
1,634 0.4
397,675 99.3
1,160 0.3
73 0.0

As Table 3 shows, 99.3 percent of all
IRF cases are in CMGs and tiers that
would experience less than a 5 percent
change (either increase or decrease) in
the CMG relative weight value as a
result of the revisions for FY 2019. The
largest estimated increase in the CMG
relative weight values that affects the
largest number of IRF discharges would
be a 3.4 percent change in the CMG
relative weight value for CMG 0806
Replacement of lower extremity joint,
with a motor score less than 22.05
—with no tier adjustment. In the FY
2017 claims data, 1,593 IRF discharges
(0.4 percent of all IRF discharges) were
classified into this CMG and tier.

The largest estimated decrease in a
CMG relative weight value affecting the
largest number of IRF cases would be a
2.1 percent decrease in the CMG relative
weight for CMG 0304—Non-traumatic
brain injury, with a motor score less
than 26.5—with no tier adjustment. In
the FY 2017 IRF claims data, this
change would have affected 3,388 cases
(0.8 percent of all IRF cases).

The proposed changes in the average
length of stay values for FY 2019,
compared with the FY 2018 average
length of stay values, are small and do
not show any particular trends in IRF
length of stay dpatterns.

We received 1 comment on the
proposed update to the CMG relative
weights and average length of stay
values for FY 2019, which is
summarized below.

Comment: The commenter was
supportive of our proposal to use the
most recent data available to update the
relative weights and average length of
stays values for FY 2019. The
commenter also requested that CMS
make available any reports and analyses
that we used to update the relative
weights and average length of stay
values.

Response: We appreciate the
commenter’s support of our proposal to
use the most recent data available to
update the relative weights and average
length of stays values for FY 2019. For
reports on the methodology that we use
annually to update the relative weights
and average length of stay values, we
refer stakeholders to reports issued by
the RAND Corporation (RAND) for the
implementation of the IRF PPS, which
can be downloaded from RAND’s
website at https://www.rand.org/pubs/
drafts/DRU2309.html and at https://
www.rand.org/pubs/monograph_
reports/MR1500.html. We also refer
stakeholders to a report that was issued
by RAND in 2005 that specifically
discusses the methodology for
construction of the CMGs and the
relative weights associated with the
CMGs, which can be downloaded from
RAND’s website at https://
www.rand.org/pubs/technical reports/
TR207.html. We used the same
methodology, with one exception, that
RAND used in these reports to calculate
the CMG relative weights and average

length of stay values. For a specific
discussion of the change in our
methodology that we implemented in
FY 2009, we refer stakeholders to the FY
2009 IRF PPS final rule (73 FR 46372).

Final Decision: After consideration of
the public comments, we are finalizing
our proposal to update the CMG relative
weight and average length of stay values
for FY 2019, as shown in Table 2 of this
final rule. These updates are effective
October 1, 2018.

V. Facility-Level Adjustment Factors

Section 1886(j)(3)(A)(v) of the Act
confers broad authority upon the
Secretary to adjust the per unit payment
rate by such factors as the Secretary
determines are necessary to properly
reflect variations in necessary costs of
treatment among rehabilitation
facilities. Under this authority, we
currently adjust the prospective
payment amount associated with a CMG
to account for facility-level
characteristics such as an IRF’s LIP,
teaching status, and location in a rural
area, if applicable, as described in
§412.624(e).

Based on the substantive changes to
the facility-level adjustment factors that
were adopted in the FY IRF PPS 2014
final rule (78 FR 47860, 47868 through
47872), in the FY 2015 IRF PPS final
rule (79 FR 45872, 45882 through
45883), we froze the facility-level
adjustment factors at the FY 2014 levels
for FY 2015 and all subsequent years


https://www.rand.org/pubs/monograph_reports/MR1500.html
https://www.rand.org/pubs/monograph_reports/MR1500.html
https://www.rand.org/pubs/monograph_reports/MR1500.html
https://www.rand.org/pubs/technical_reports/TR207.html
https://www.rand.org/pubs/technical_reports/TR207.html
https://www.rand.org/pubs/technical_reports/TR207.html
https://www.rand.org/pubs/drafts/DRU2309.html
https://www.rand.org/pubs/drafts/DRU2309.html
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(unless and until we propose to update
them again through future notice-and-
comment rulemaking). For FY 2019, we
will continue to hold the adjustment
factors at the FY 2014 levels as we
continue to monitor the most current
IRF claims data available and continue
to evaluate and monitor the effects of
the FY 2014 changes.

VI. FY 2019 IRF PPS Payment Update

A. Background

Section 1886(j)(3)(C) of the Act
requires the Secretary to establish an
increase factor that reflects changes over
time in the prices of an appropriate mix
of goods and services included in the
IRF PPS payment, which is referred to
as a market basket index. According to
section 1886(j)(3)(A)(i) of the Act, the
increase factor shall be used to update
the IRF prospective payment rates for
each FY. Section 1886(j)(3)(C)(ii)(I) of
the Act requires the application of a
productivity adjustment. In addition,
sections 1886(j)(3)(C)(ii)(II) and
1886(j)(3)(D)(v) of the Act require the
application of a 0.75 percentage point
reduction to the market basket increase
factor for FY 2019. Thus, in the FY 2019
IRF proposed rule (83 FR 20981), we
proposed to update the IRF PPS
payments for FY 2019 by a market
basket increase factor as required by
section 1886(j)(3)(C) of the Act, with a
productivity adjustment as required by
section 1886(j)(3)(C)(ii)(I) of the Act, and
a 0.75 percentage point reduction as
required by sections 1886(j)(3)(C)(ii)(II)
and 1886(j)(3)(D)(v) of the Act.

Beginning with the FY 2016 IRF PPS,
we created and adopted a stand-alone
IRF market basket, which was referred
to as the 2012-based IRF market basket,
reflecting the operating and capital cost
structures for freestanding IRFs and
hospital-based IRFs. The FY 2016 IRF
PPS final rule (80 FR 47046 through
47068) contains a complete discussion
of the development of the 2012-based
IRF market basket.

B. FY 2019 Market Basket Update and
Productivity Adjustment

For FY 2018, we applied an increase
factor of 1.0 percent to update the IRF
prospective payment rates in
accordance with section
1886(j)(3)(C)(iii) of the Act, as added by
section 411(b) of MACRA. However, as
discussed previously, for FY 2019, we
proposed to update the IRF PPS
payments by a market basket increase
factor as required by section
1886(j)(3)(C) of the Act, with a
productivity adjustment as required by
section 1886(j)(3)(C)(ii)(I) of the Act, and
a 0.75 percentage point reduction as

required by sections 1886(j)(3)(C)(ii)(II)
and 1886(j)(3)(D)(v) of the Act. For FY
2019, we proposed to use the same
methodology described in the FY 2017
IRF PPS final rule (81 FR 52071) to
compute the FY 2019 market basket
increase factor to update the IRF PPS
base payment rate.

Consistent with historical practice, we
proposed to estimate the market basket
update for the IRF PPS based on the
most up-to-date forecast of price indexes
used in the market basket as forecasted
by IHS Global Inc. (IGI). IGl is a
nationally recognized economic and
financial forecasting firm with which
we contract to forecast the components
of the market baskets and MFP. Based
on IGI’s first quarter 2018 forecast with
historical data through the fourth
quarter of 2017, we proposed that the
projected 2012-based IRF market basket
increase factor for FY 2019 would be 2.9
percent. We also proposed that if more
recent data were subsequently available
(for example, a more recent estimate of
the market basket update), we would
use such data to determine the FY 2019
market basket update in the final rule.
Incorporating the most recent data
available, based on IGI's second quarter
2018 forecast with historical data
through the first quarter of 2018, the
projected 2012-based IRF market basket
increase factor for FY 2019 is 2.9
percent.

According to section 1886(j)(3)(C)(i) of
the Act, the Secretary shall establish an
increase factor based on an appropriate
percentage increase in a market basket
of goods and services. Section
1886(j)(3)(C)(ii) of the Act then requires
that, after establishing the increase
factor for a FY, the Secretary shall
reduce such increase factor for FY 2012
and each subsequent FY, by the
productivity adjustment described in
section 1886(b)(3)(B)(xi)(II) of the Act.
Section 1886(b)(3)(B)(xi)(II) of the Act
sets forth the definition of this
productivity adjustment. The statute
defines the productivity adjustment to
be equal to the 10-year moving average
of changes in annual economy-wide
private nonfarm business multifactor
productivity (MFP) (as projected by the
Secretary for the 10-year period ending
with the applicable FY, year, cost
reporting period, or other annual
period) (the “MFP adjustment”). The
BLS publishes the official measure of
private nonfarm business MFP. Please
see http://www.bls.gov/mfp for the BLS
historical published MFP data. A
complete description of the MFP
projection methodology is available on
the CMS website at https://
www.cms.gov/Research-Statistics-Data-
and-Systems/Statistics-Trends-and-

Reports/MedicareProgramRatesStats/
MarketBasketResearch.html.

Using IGI’s first quarter 2018 forecast,
the projected MFP adjustment for FY
2019 (the 10-year moving average of
MFP for the period ending FY 2019) was
0.8 percent. We proposed that if more
recent data were subsequently available,
we would use such data to determine
the FY 2019 MFP adjustment in the
final rule. Incorporating the most recent
data available, based on IGI’s second
quarter 2018 forecast, the projected MFP
adjustment for FY 2019 is 0.8 percent.

Thus, in accordance with section
1886(j)(3)(C) of the Act, we proposed to
base the FY 2019 market basket update,
which is used to determine the
applicable percentage increase for the
IRF payments, on the most recent
estimate of the 2012-based IRF market
basket. We proposed to then reduce this
percentage increase by the most recent
estimate of the MFP adjustment for FY
2019. Following application of the MFP
adjustment, we proposed to further
reduce the applicable percentage
increase by 0.75 percentage point, as
required by sections 1886(j)(3)(C)(ii)(II)
and 1886(j)(3)(D)(v) of the Act.
Therefore, the proposed FY 2019 IRF
update was 1.35 percent (2.9 percent
market basket update, less 0.8
percentage point MFP adjustment, less
0.75 percentage point statutorily
required adjustment). Furthermore, we
proposed that if more recent data were
subsequently available (for example, a
more recent estimate of the MFP
adjustment), we would use such data to
determine the FY 2019 MFP adjustment
in the final rule. Incorporating the most
recent data, the current estimate of the
FY 2019 IRF update is 1.35 percent (2.9
percent market basket update, less 0.8
percentage point MFP adjustment, less
0.75 percentage point statutorily
required adjustment).

For FY 2019, the Medicare Payment
Advisory Commission (MedPAC)
recommends that we reduce IRF PPS
payment rates by 5 percent. As
discussed, and in accordance with
sections 1886(j)(3)(C) and 1886(j)(3)(D)
of the Act, the Secretary proposed to
update the IRF PPS payment rates for
FY 2019 by an adjusted market basket
increase factor of 1.35 percent, as
section 1886(j)(3)(C) of the Act does not
provide the Secretary with the authority
to apply a different update factor to IRF
PPS payment rates for FY 2019. As
noted above, incorporating the most
recent data, the current estimate of the
FY 2019 IRF update is 1.35 percent.

We received 4 comments on the
proposed market basket increase update
and productivity adjustment, which are
summarized below.


https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/MedicareProgramRatesStats/MarketBasketResearch.html
https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/MedicareProgramRatesStats/MarketBasketResearch.html
https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/MedicareProgramRatesStats/MarketBasketResearch.html
https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/MedicareProgramRatesStats/MarketBasketResearch.html
https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/MedicareProgramRatesStats/MarketBasketResearch.html
http://www.bls.gov/mfp
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Comment: One commenter noted that
they generally concur with the
methodology CMS has used to arrive at
the proposed net market basket update
of 1.35 percent and encouraged CMS to
use the latest available information to
update this market basket percentage in
the final rule.

Response: We appreciate the
commenter’s support for the proposed
payment update for FY 2019 and, as
proposed, have used more recent data to
determine the market basket percentage
for the final rule.

Comment: One commenter requested
CMS provide access to the analyses
done by contractors to calculate the
market basket update each year.

Response: The market basket update
is derived using (1) the market basket
base year cost weights as finalized by
CMS through rulemaking and (2) the
most up-to-date forecast of the price
proxies used in the market basket as
forecasted by IGI. As stated previously,
IGI is a nationally recognized economic
and financial forecasting firm, with
which we contract to forecast the
components of the market baskets and
MFP. To determine the market basket
update, for each cost category in the
market basket (for example, Wages and
Salaries, Pharmaceuticals), the level of
each of these price forecasts are
multiplied by the cost weight for that
cost category. The sum of these products
(that is, weights multiplied by proxied
index levels) for all cost categories
yields the composite index level in the
market basket in a given year. The most
recent forecast of each market basket is
available on the CMS website at https://
www.cms.gov/Research-Statistics-Data-
and-Systems/Statistics-Trends-and-
Reports/MedicareProgramRatesStats/
MarketBasketData.html.

More detailed forecasts are readily
available by request; please send an
email to CMSDNHS@cms.hhs.gov to be
added to the mailing list for detailed
market basket forecasts.

Comment: Several commenters
recommended that CMS carefully
monitor the impact productivity
adjustments have on the rehabilitation
hospital sector, provide feedback to
Congress as appropriate, and utilize any
authority the agency has to reduce the
productivity adjustment. One
commenter stated their concern that
IRFs will not have the ability to generate
additional productivity gains at a pace
matching the productivity of the
economy at large on an ongoing,
consistent basis as currently
contemplated by the PPACA. The
commenter further noted the difficulties
in achieving productivity gains in the
IRF setting due to the labor intensive

nature of the care and unchanging labor-
intensive standards such as the 3-hour
therapy rule. One commenter
specifically requested that CMS provide
feedback to Congress, which would
include a proposal to end the
productivity adjustment effective with
the end of the mandated PPACA Market
Basket reductions.

Response: We acknowledge the
commenters’ concerns regarding MFP
growth at the economy-wide level and
its application to IRFs. As stated above,
section 1886(j)(3)(C)(ii)(I) of the Act
requires the application of a
productivity adjustment to the IRF PPS
market basket increase factor.

We will continue to monitor the
impact of the payment updates,
including the effects of the productivity
adjustment, on IRF provider margins as
well as beneficiary access to care. We
note that each year, MedPAC makes an
annual update recommendation to
Congress based on a variety of measures
related to payment adequacy, including
analysis that showed freestanding IRF
Medicare margins have been above 10
percent since 2011.

Comment: One commenter (MedPAC)
noted that while they understand that
CMS is required to implement the
statutory update for IRF payment for FY
2019, the commenter continue to
recommend that IRF payment rates be
reduced by 5 percent for FY 2019. The
commenter noted that this
recommendation is based on a review of
many factors—including indicators of
beneficiary access to rehabilitative
services, the supply of providers, and
aggregate IRF Medicare margins, which
have been above 10 percent since 2011.
The commenter also noted their
appreciation that CMS cited their
recommendation, even though the
Secretary does not have the authority to
deviate from statutorily mandated
updates.

Response: As discussed, in
accordance with section 1886(j)(3)(C) of
the Act, the increase factor for FY 2019
must be set equal to the FY 2019
projected market basket increase factor,
reduced by the productivity adjustment,
and further reduced by a 0.75 percent
statutorily required adjustment. Section
1886(j)(3)(C) of the Act does not provide
the Secretary with the authority to apply
a different update factor to IRF PPS
payment rates for FY 2019.

Final Decision: After careful
consideration of comments, we are
finalizing the FY 2019 IRF update of
1.35 percent.

C. Labor-Related Share for FY 2019

Section 1886(j)(6) of the Act specifies
that the Secretary is to adjust the

proportion (as estimated by the
Secretary from time to time) of
rehabilitation facilities’ costs which are
attributable to wages and wage-related
costs of the prospective payment rates
computed under section 1886(j)(3) of
the Act for area differences in wage
levels by a factor (established by the
Secretary) reflecting the relative hospital
wage level in the geographic area of the
rehabilitation facility compared to the
national average wage level for such
facilities. The labor-related share is
determined by identifying the national
average proportion of total costs that are
related to, influenced by, or vary with
the local labor market. We continue to
classify a cost category as labor-related
if the costs are labor-intensive and vary
with the local labor market.

Based on our definition of the labor-
related share and the cost categories in
the 2012-based IRF market basket, we
proposed to calculate the labor-related
share for FY 2019 as the sum of the FY
2019 relative importance of Wages and
Salaries, Employee Benefits,
Professional Fees: Labor-Related,
Administrative and Facilities Support
Services, Installation, Maintenance, and
Repair Services, All Other: Labor-related
Services, and a portion of the Capital-
Related cost weight from the 2012-based
IRF market basket. For more details
regarding the methodology for
determining specific cost categories for
inclusion in the 2012-based IRF labor-
related share, see the FY 2016 IRF final
rule (80 FR 47066 through 47068).

Using this method and IGI’s first
quarter 2018 forecast for the 2012-based
IRF market basket, the proposed IRF
labor-related share for FY 2019 was 70.6
percent. We also proposed that if more
recent data were subsequently available
(for example, a more recent estimate of
the labor-related share), we would use
such data to determine the FY 2019 IRF
labor-related share in the final rule.

Incorporating the most recent estimate
of the 2012-based IRF market basket
based on IGI’s second quarter 2018
forecast with historical data through the
first quarter of 2018, the sum of the
relative importance for FY 2019
operating costs (Wages and Salaries,
Employee Benefits, Professional Fees:
Labor-related, Administrative and
Facilities Support Services, Installation
Maintenance & Repair Services, and All
Other: Labor-related Services) using the
2012-based IRF market basket is 66.7
percent. We proposed that the portion of
Capital-Related Costs that are
influenced by the local labor market was
estimated to be 46 percent.
Incorporating the most recent estimate
of the FY 2019 relative importance of
Capital-Related costs from the 2012-


https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/MedicareProgramRatesStats/MarketBasketData.html
https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/MedicareProgramRatesStats/MarketBasketData.html
https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/MedicareProgramRatesStats/MarketBasketData.html
https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/MedicareProgramRatesStats/MarketBasketData.html
https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/MedicareProgramRatesStats/MarketBasketData.html
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based IRF market basket based on IGI’s
second quarter 2018 forecast with
historical data through the first quarter
of 2018, which is 8.2 percent, we take

46 percent of 8.2 percent to determine
the labor-related share of Capital for FY
2019. We proposed to then add this
amount (3.8 percent) to the sum of the

TABLE 4—IRF LABOR-RELATED SHARE

relative importance for FY 2019
operating costs (66.7 percent) to
determine the total labor-related share
for FY 2019 of 70.5 percent.

FY 2019 final FY 2018 final
labor-related labor related
share share?

WAGES ANA SAIAMES ...cueiiitieiiie ettt ettt h et e be e e bt e eb et e ab e e sae e et e e eab e e bt e eateebeeeab e e bt e enbeenaeeereeaa 47.7 47.8
Employee Benefits .........ccoocveinine 111 11.2
Professional Fees: Labor-related ...........ccccceeeeee 3.4 3.4
Administrative and Facilities Support Services .... 0.8 0.8
Installation, Maintenance, and Repair Services ... 1.9 1.9
All Other: Labor-related SEIVICES ........c.oiiiiiiiiiiieiii ettt sttt et e ea e sar e be e neesaresree e 1.8 1.8
10 o] (o] =PSRRI 66.7 66.9
Labor-related portion Of CAPItAl (4B%0) .....eeieirrieiiiieiie ettt sttt ettt st sb e e e b e e e et e e nareebeeanee s 3.8 3.8
Total Labor-Related SNAIE .........coeiiiiiiiieie ettt ettt be e b e sae e et e e saseebeesaeeeneen 70.5 70.7

1Based on the 2012-based IRF Market Basket, IGI’'s 2nd quarter 2018 forecast with historical data through the 1st quarter of 2018.

2Federal Register (82 FR 36249).

Final Decision: As we did not receive
any comments on the proposed labor-
related share for FY 2019, we are
finalizing the FY 2019 labor-related
share of 70.5 percent.

D. Wage Adjustment for FY 2019
1. Background

Section 1886(j)(6) of the Act requires
the Secretary to adjust the proportion of
rehabilitation facilities’ costs
attributable to wages and wage-related
costs (as estimated by the Secretary from
time to time) by a factor (established by
the Secretary) reflecting the relative
hospital wage level in the geographic
area of the rehabilitation facility
compared to the national average wage
level for those facilities. The Secretary
is required to update the IRF PPS wage
index on the basis of information
available to the Secretary on the wages
and wage-related costs to furnish
rehabilitation services. Any adjustment
or updates made under section
1886(j)(6) of the Act for a FY are made
in a budget-neutral manner.

For FY 2019, we proposed to maintain
the policies and methodologies
described in the FY 2018 IRF PPS final
rule (82 FR 36238, 36249 through
36250) related to the labor market area
definitions and the wage index
methodology for areas with wage data.
Thus, we proposed to use the CBSA
labor market area definitions and the FY
2018 pre-reclassification and pre-floor
hospital wage index data. In accordance
with section 1886(d)(3)(E) of the Act,
the FY 2018 pre-reclassification and
pre-floor hospital wage index is based
on data submitted for hospital cost
reporting periods beginning on or after

October 1, 2013, and before October 1,
2014 (that is, FY 2014 cost report data).

The labor market designations made
by the OMB include some geographic
areas where there are no hospitals and,
thus, no hospital wage index data on
which to base the calculation of the IRF
PPS wage index. We proposed to
continue to use the same methodology
discussed in the FY 2008 IRF PPS final
rule (72 FR 44299) to address those
geographic areas where there are no
hospitals and, thus, no hospital wage
index data on which to base the
calculation for the FY 2019 IRF PPS
wage index.

We received 9 public comments on
the proposed wage index adjustment
and related policies for FY 2019, which
are summarized below.

Comment: Commenters suggested that
we should use the FY 2019 IPPS pre-
reclassified acute care hospital wage
index in the calculation of the FY 2019
IRF PPS wage index, as we do for the
IPPS, the long-term care hospital PPS,
the skilled nursing facility PPS, and the
home health PPS, rather than using the
FY 2018 IPPS pre-reclassified acute care
hospital wage index, as we do in the IRF
PPS, the inpatient psychiatric facility
PPS, and the hospice PPS. Commenters
indicated that using the same wage
index data for the IRF PPS that is used
in other post-acute and acute care
settings would eliminate one difference
between Medicare payments for IRFs
and Medicare payments for other post-
acute and acute care providers, thereby
allowing IRFs to demonstrate their cost-
effectiveness relative to other post-acute
care service providers. By
demonstrating their cost-effectiveness
relative to other post-acute care service

providers, IRFs would have more of an
opportunity to participate successfully
in alternative payment models currently
being tested by Medicare, which
generally provide financial incentives
for cost effectiveness.

Response: Consistent with historical
practice and to ensure the stability and
predictability of Medicare payments
under the IRF PPS, we proposed to
update the IRF wage index for FY 2019
using the FY 2018 pre-reclassification
and pre-floor acute care hospital wage
index (that is, using a one-year lag of the
hospital wage index). The FY 2018 pre-
reclassification and pre-floor hospital
wage index values are based on data
collected from the Medicare cost reports
submitted by hospitals for cost reporting
periods beginning in FY 2014. We use
FY 2014 cost reporting period data to
determine the applicable IRF PPS wage
index values because, at the point we
use these data, the values are more
stable and do not tend to change. We do
not believe that our continued use of the
one-year lag of the hospital wage index
for the IRF PPS hinders the ability of
IRFs to demonstrate their cost
effectiveness. However, we will
continue to analyze these issues for
future policy development.

Comment: One commenter requested
that, until a new wage index system is
implemented, we should establish a
smoothing variable to be applied to the
current IRF wage index to reduce the
fluctuations IRFs experience annually.

Response: As stated above, under
section 1886(j)(6) of the Act, we adjust
IRF PPS rates to account for differences
in area wage levels. Any perceived
volatility in the wage index is
predicated upon volatility in actual
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wages in that area and reflects real
differences in area wage levels. As we
believe that the application of a
smoothing variable would make the
wage index values less reflective of the
area wage levels, we do not believe it
would be appropriate to implement
such a change to the IRF wage index
policy.

As we most recently discussed in the
FY 2018 IRF PPS final rule (82 FR
36238, 36250), section 3137(b) of the
PPACA required us to submit a report
to the Congress by December 31, 2011
that included a plan to reform the
hospital wage index system. This report
describes the concept of a Commuting
Based Wage Index as a potential
replacement to the current Medicare
wage index methodology. While this
report addresses the goals of broad
based Medicare wage index reform, no
consensus has been achieved regarding
how best to implement a replacement
system. This concern will be taken into
consideration while we continue to
explore potential wage index reforms.
The report that we submitted is
available online at https://
www.cms.gov/Medicare/Medicare-Fee-
for-Service-Payment/Acutelnpatient
PPS/Wage-Index-Reform.html.

Comment: One commenter requested
that CMS implement a wage index floor

of 1.00 for IRFs located in frontier states.

Response: As we do not have an IRF-
specific wage index, we are unable to
determine if a rural floor policy under
the IRF PPS would be appropriate. The
rationale for our current wage index
policies is fully described in the FY
2006 IRF PPS final rule (70 FR 47880,
47926 through 47928).

Additionally, as most recently noted
in the FY 2017 IRF PPS Final rule (81
FR 52075) MedPAC’s June 2007 report
to the Congress, titled “Report to
Congress: Promoting Greater Efficiency
in Medicare” (available at http://
www.medpac.gov/-/documents/-/
reports), recommends that Congress
“repeal the existing hospital wage index
statute, including reclassification and
exceptions, and give the Secretary
authority to establish a new wage index
systems.” We continue to believe it
would not be appropriate, at this time,
to adopt wage index policies afforded to
acute care hospitals into the IRF PPS,
such as a rural floor policy. Therefore,
we will continue to use the CBSA labor
market area definitions and the pre-
reclassification and pre-floor hospital
wage index data based on 2014 cost
report data.

Final Decision: After careful
consideration of the comments, we are
finalizing our proposal to use the CBSA
labor market area definitions and the FY

2018 pre-reclassification and pre-floor
hospital wage index data for areas with
wage data. We are also finalizing our
proposal to continue to use the same
methodology discussed in the FY 2008
IRF PPS final rule (72 FR 44299) to
address those geographic areas where
there are no hospitals and, thus, no
hospital wage index data.

2. Core-Based Statistical Areas (CBSAs)
for the Proposed FY 2019 IRF Wage
Index

The wage index used for the IRF PPS
is calculated using the pre-
reclassification and pre-floor acute care
hospital wage index data and is
assigned to the IRF on the basis of the
labor market area in which the IRF is
geographically located. IRF labor market
areas are delineated based on the CBSAs
established by the OMB. The current
CBSA delineations (which were
implemented for the IRF PPS beginning
with FY 2016) are based on revised
OMB delineations issued on February
28, 2013, in OMB Bulletin No. 13-01.
OMB Bulletin No. 13—01 established
revised delineations for Metropolitan
Statistical Areas, Micropolitan
Statistical Areas, and Combined
Statistical Areas in the United States
and Puerto Rico based on the 2010
Census, and provided guidance on the
use of the delineations of these
statistical areas using standards
published on June 28, 2010, in the
Federal Register (75 FR 37246 through
37252). We refer readers to the FY 2016
IRF PPS final rule (80 FR 47068 through
47076) for a full discussion of our
implementation of the OMB labor
market area delineations beginning with
the FY 2016 wage index.

Generally, OMB issues major
revisions to statistical areas every 10
years, based on the results of the
decennial census. However, OMB
occasionally issues minor updates and
revisions to statistical areas in the years
between the decennial censuses. On
July 15, 2015, OMB issued OMB
Bulletin No. 15-01, which provides
minor updates to and supersedes OMB
Bulletin No. 13-01 that was issued on
February 28, 2013. The attachment to
OMB Bulletin No. 15-01 provides
detailed information on the update to
statistical areas since February 28, 2013.
The updates provided in OMB Bulletin
No. 15-01 are based on the application
of the 2010 Standards for Delineating
Metropolitan and Micropolitan
Statistical Areas to Census Bureau
population estimates for July 1, 2012
and July 1, 2013. The complete list of
statistical areas incorporating these
changes is provided in OMB Bulletin
No. 15-01. In the FY 2018 IRF PPS final

rule (82 FR 36250 through 36251), we
adopted the updates set forth in OMB
Bulletin No. 15-01 effective October 1,
2017, beginning with the FY 2018 wage
index. For a complete discussion of the
adoption of the updates set forth in
OMB Bulletin No. 15-01, we refer
readers to the FY 2018 IRF PPS final
rule.

For FY 2019, we proposed to continue
using the OMB delineations that we
adopted beginning with FY 2016 to
calculate the area wage indexes, with
the updates set forth in OMB Bulletin
No. 15-01 that we adopted beginning
with the FY 2018 wage index.

We invited public comment on our
proposal to continue using the OMB
delineations that we adopted beginning
with FY 2016 to calculate the area wage
indexes for FY 2019. We received one
comment on the use of these OMB
delineations, which is summarized
below.

Comment: One commenter requested
that CMS extend the transition period
that was afforded to rural IRFs that
transitioned to urban status due to the
adoption of updated OMB delineations
that were finalized in the FY 2016 IRF
PPS final rule. This commenter
requested that CMS extend the
transition period to at least 5 years or
allow the affected facilities to apply for
reclassification back to rural status for a
5-year period.

Response: We believe the 3-year
transition was sufficient to mitigate any
adverse payment impacts for these IRFs
while also ensuring that payment rates
for all IRF providers are set accurately
and appropriately. As the wage index is
a relative measure of the value of labor
in prescribed labor market areas, we do
not believe it is appropriate to expand
the transition wage index beyond than
what was finalized. We believe
extending the transition would further
delay the use of what we believe are
accurate wage index rates. As we did
not propose any such changes, this
comment is out of scope of the proposed
rule.

Final Decision: After careful
consideration of the comment we
received on the proposal to continue
using the OMB delineations that we
adopted beginning with FY 2016 to
calculate the area wage indexes for FY
2019, we are finalizing this policy for
FY 2019.

3. Codes for Constituent Counties in
CBSAs

CBSAs are made up of one or more
constituent counties. Each CBSA and
constituent county has its own unique
identifying codes. There are two
different lists of codes associated with


https://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/AcuteInpatientPPS/Wage-Index-Reform.html
https://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/AcuteInpatientPPS/Wage-Index-Reform.html
https://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/AcuteInpatientPPS/Wage-Index-Reform.html
https://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/AcuteInpatientPPS/Wage-Index-Reform.html
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counties: Social Security
Administration (SSA) codes and Federal
Information Processing Standard (FIPS)
codes. Historically, we have used SSA
and FIPS county codes to identify and
crosswalk counties to CBSA codes for
purposes of the IRF wage index. We
have learned that SSA county codes are
no longer being maintained and
updated. However, the FIPS codes
continue to be maintained by the U.S.
Census Bureau. The Census Bureau’s
most current statistical area information
is derived from ongoing census data
received since 2010; the most recent
data are from 2015. For purposes of
cross-walking counties to CBSA codes,
we proposed to discontinue the use of
SSA county codes and continue using
only the FIPS county codes. We
proposed to use the FIPS county codes
to calculate area wage indexes in a
manner that is generally consistent with
the CBSA-based methodologies
finalized in the FY 2006 IRF final rule
(70 FR 47880) and the FY 2016 IRF final
rule (80 FR 47036). The use of the FIPS
codes for cross-walking counties to
CBSAs does not result in any changes to
the constituent counties of any CBSA.
Thus, there is no impact or change for
any IRF due to the use of the FIPS
county codes. We believe that using the
latest FIPS codes will allow us to
maintain a more accurate and up-to-date
payment system that reflects the reality
of population shifts and labor market
conditions.

As discussed in the FY 2018 Inpatient
prospective payment system (IPPS) and
Long-Term Care Hospital (LTCH) PPS
final rule (82 FR 38130), this change
was implemented under the IPPS
beginning on October 1, 2017.
Therefore, we proposed to implement
this revision for the IRF PPS beginning
October 1, 2018, consistent with our
historical practice of modeling IRF PPS
adoption of updates to labor market
areas after IPPS adoption of these
changes.

We invited public comments on this
proposal. However, we did not receive
any comments on the proposed
revisions to the CBSA codes.

Final Decision: As we did not receive
any comments on our proposal to

discontinue the use of SSA county
codes and continue using only the FIPS
County codes for purposes of cross-
walking counties to CBSA codes, we are
finalizing these changes for FY 2019.

4. Wage Adjustment

The wage index applicable to FY 2019
is available on the CMS website at
http://www.cms.gov/Medicare/
Medicare-Fee-for-Service-Payment/
InpatientRehabFacPPS/Data-Files.html.
Table A is for urban areas, and Table B
is for rural areas.

To calculate the wage-adjusted facility
payment for the payment rates set forth
in this final rule, we multiply the
unadjusted federal payment rate for
IRFs by the FY 2019 labor-related share
based on the 2012-based IRF market
basket (70.5 percent) to determine the
labor-related portion of the standard
payment amount. A full discussion of
the calculation of the labor-related share
is located in section VI.C of this final
rule. We then multiply the labor-related
portion by the applicable IRF wage
index from the tables in the addendum
to this final rule. These tables are
available on the CMS website at http://
www.cms.gov/Medicare/Medicare-Fee-
for-Service-Payment/InpatientRehabFac
PPS/Data-Files.html.

Adjustments or updates to the IRF
wage index made under section
1886(j)(6) of the Act must be made in a
budget-neutral manner. We proposed to
calculate a budget-neutral wage
adjustment factor as established in the
FY 2004 IRF PPS final rule (68 FR
45689), codified at §412.624(e)(1), as
described in the steps below. We
proposed to use the listed steps to
ensure that the FY 2019 IRF standard
payment conversion factor reflects the
update to the wage indexes (based on
the FY 2014 hospital cost report data)
and the labor-related share in a budget-
neutral manner:

Step 1. Determine the total amount of
the estimated FY 2018 IRF PPS
payments, using the FY 2018 standard
payment conversion factor and the
labor-related share and the wage
indexes from FY 2018 (as published in
the FY 2018 IRF PPS final rule (82 FR
36238)).

Step 2. Calculate the total amount of
estimated IRF PPS payments using the
FY 2019 standard payment conversion
factor and the FY 2019 labor-related
share and CBSA urban and rural wage
indexes.

Step 3. Divide the amount calculated
in step 1 by the amount calculated in
step 2. The resulting quotient is the FY
2019 budget-neutral wage adjustment
factor of 1.0000.

Step 4. Apply the FY 2019 budget-
neutral wage adjustment factor from
step 3 to the FY 2018 IRF PPS standard
payment conversion factor after the
application of the increase factor to
determine the FY 2019 standard
payment conversion factor.

We discuss the calculation of the
standard payment conversion factor for
FY 2019 in section VLE. of this final
rule.

We invited public comments on this
proposal. However, we did not receive
any comments on the proposed
methodology for calculating the budget-
neutral wage index.

Final Decision: As we did not receive
any comments on the proposed
methodology for calculating the budget-
neutral wage index, we are finalizing
this policy for FY 2019.

E. Description of the IRF Standard
Payment Conversion Factor and
Payment Rates for FY 2019

To calculate the standard payment
conversion factor for FY 2019, as
illustrated in Table 5, we begin by
applying the increase factor for FY 2019,
as adjusted in accordance with sections
1886(j)(3)(C) and (D) of the Act, to the
standard payment conversion factor for
FY 2018 ($15,838). Applying the 1.35
percent increase factor for FY 2019 to
the standard payment conversion factor
for FY 2018 of $15,838 yields a standard
payment amount of $16,052. Then, we
apply the budget neutrality factor for the
FY 2019 wage index and labor-related
share of 1.0000, which results in a
standard payment amount of $16,052.
We next apply the budget neutrality
factor for the revised CMG relative
weights of 0.9981, which results in the
standard payment conversion factor of
$16,021 for FY 2019.

TABLE 5—CALCULATIONS TO DETERMINE THE FY 2019 STANDARD PAYMENT CONVERSION FACTOR

Explanation for adjustment Calculations
Standard Payment Conversion FACtOr fOr FY 2018 ........ii ittt b e s aee et e s abe e bt e enbeesaeesnbeeaseeebeesneeenneas $15,838
Market Basket Increase Factor for FY 2019 (2.9 percent), reduced by 0.8 percentage point for the productivity adjustment as re-
quired by section 1886(j)(3)(C)(ii)(I) of the Act, and reduced by 0.75 percentage point in accordance with sections
1886(j)(3)(C)(ii)(I1) and 1886(j)(3)(D)(V) OF ThE ACL ....eeueieieeeeteee et r e r et sae et nee e naeennenneennens x 1.0135
Budget Neutrality Factor for the Wage Index and Labor-Related Share % 1.0000
Budget Neutrality Factor for the Revisions to the CMG Relative Weights ..........ccoiiiiiiiiiiii e % 0.9981
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TABLE 5—CALCULATIONS TO DETERMINE THE FY 2019 STANDARD PAYMENT CONVERSION FACTOR—Continued

Explanation for adjustment

Calculations

FY 2019 Standard Payment Conversion Factor

= $16,021

We received 1 comment on the
proposed FY 2019 standard payment
conversion factor.

Comment: The commenter noted that
the FY 2019 standard payment
conversion factor does not include any
additional payment to IRFs for the time
and resources needed to complete
assessments for quality reporting.

Response: Section 1886(j)(3) of the
Act does not provide the Secretary with

the authority to adjust payments to
reflect increase