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July 10, 2020 

 

The Honorable Seema Verma 

Administrator 

Centers for Medicare and Medicaid Services 

U.S. Department of Health and Human Services 

Attention: CMS-1694-P 

7500 Security Boulevard 

Baltimore, MD 21244-1850 

 

Delivered Electronically 

 

RE: Medicare Program; Hospital Inpatient Prospective Payment Systems for Acute Care 

Hospitals and the Long-Term Care Hospital Prospective Payment System and Proposed Policy 

Changes and Fiscal Year 2021 Rates; Proposed Rule, 85 Fed. Reg. 32,460, 32,790 (May 29, 

2020). 

 

Dear Administrator Verma: 

 

This letter is submitted on behalf of the American Medical Rehabilitation Providers Association 

(AMRPA) regarding the Inpatient Prospective Payment System (IPPS) for Federal Fiscal Year 

(FY) 2021 Proposed Rule, published in the Federal Register on May 29, 2020.  AMRPA is the 

national trade association representing more than 650 freestanding inpatient rehabilitation 

facilities and rehabilitation units of general hospitals (IRFs), outpatient rehabilitation service 

providers, long-term care hospitals (LTCHs), and several skilled nursing facilities (SNFs). The 

vast majority of our members are Medicare participating providers. In 2018, IRFs served 

364,000 Medicare beneficiaries with more than 408,000 IRF stays.1  

 

Our comments below detail AMRPA’s concerns with the proposals to require hospitals to report 

median negotiated payment rate information on their Medicare cost reports and for CMS to use 

Medicare Advantage (MA) negotiated rates to calculate the MS-DRG relative weights. This rule 

contains similar disclosure requirements to the now-finalized price transparency requirements 

proposed in the FY 2019 Outpatient Prospective Payment System (OPPS) proposed rule and 

finalized separately last year, and AMRPA maintains our opposition to those new requirements.2 

 

AMRPA strongly supports efforts to meaningfully improve healthcare cost transparency for 

consumers. However, AMRPA believes that these proposed changes would provide consumers 

                                                      
1 MEDICARE PAYMENT ADVISORY COMM., REPORT TO THE CONGRESS, MEDICARE PAYMENT POLICY xiii-xxvi 

(2020).  
2 American Medical Rehabilitation Providers Association (AMRPA), Comment Letter, Proposed Requirements for 

Hospitals To Make Public a List of Their Standard Charges & Request for Information (RFI): Quality Measurement 

Relating to Price Transparency for Improving Beneficiary Access to Provider and Supplier Charge Information 

[CMS-1717-P], 84 FR 39398 (August 9, 2019) 
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with very limited information about their own anticipated costs while creating significant 

burdens for hospitals. Instead, AMRPA urges CMS to engage hospital stakeholders to identify 

alternative practices that will more meaningfully address these goals and not create unnecessary 

burdens for providers.  

 

Our substantive comments and recommendations on the proposal to require reporting of median 

negotiated rates on Medicare cost reports and utilize MA negotiated rates to calculate the MS-

DRG relative weights are further detailed below. 

 

I. Proposal Requiring the Reporting of Median Negotiated Rates on Medicare Cost 

Reports 

 

AMRPA would like to reiterate our comments in response to FY 2019 OPPS proposed rule price 

transparency provision. Publicly posting charges and negotiated rates is not likely to benefit 

consumers because these rates do not provide complete information about patients’ out of pocket 

costs and tell them nothing about quality of care. Thus, posting this information could lead 

patients to choose sites of care solely based on charges rather than the providers’ quality and 

outcomes or the actual costs they would incur. Health care consumers are much more impacted 

by out of pocket costs, such as coinsurance, copayments and deductibles, which vary 

substantially between insurers and plans. In addition, the price transparency requirements are in 

contradiction to the Administration’s Patients over Paperwork initiative which seeks to reduce 

provider burdens in order to better focus on patient care. The requirements create substantial new 

burdens on hospitals, which we believe CMS has significantly under-estimated in both time and 

resources.  

 

With respect to gross charges, AMRPA notes that a Medicare beneficiary will only pay a 

deductible and possibly a set copayment based on the number of days the beneficiary has been 

hospitalized for hospital (Part A) services for that benefit year. AMRPA is not aware of any 

situation in which a Medicare beneficiary would be required to pay a percentage of gross charges 

or the negotiated rate for Part A services, and therefore this “standard charge” information is not 

meaningful for Medicare beneficiaries. The same is true for most other consumers because their 

insurance (and not the hospital) dictates their out-of-pocket costs.  

 

Furthermore, with respect to payer-negotiated rates, it is critical for CMS to keep in mind that 

privately insured individuals have a wide range of different cost-sharing arrangements depending 

on their insurer and plan. Requiring hospitals to post patient-specific, payer-negotiated rates will 

be an incredibly burdensome task for hospitals from an administrative standpoint, particularly 

given the pressure the healthcare system is currently under due to COVID-19. This requirement, 

in conjunction with the proposed gross charge mandate, creates burdensome administrative 

requirements with little patient benefit.  

 

Given that the standard charges hospitals will be required to post are likely to vary from the 

patient-specific, payer-negotiated rate that would ultimately impact patient liability, AMRPA is 

again expressing grave concerns that patient care decisions will be guided by 

misrepresentative/inaccurate pricing information. Without other critical and complementary 
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information, patients may ultimately make less informed decisions about their care by relying on 

limited and potentially misleading information.  

 

In the FY 2021 IPPS proposed rule, CMS proposes to require IPPS hospitals to report median 

negotiated charge figures per MS-DRG on the facility’s Medicare cost reports for cost reporting 

periods ending on or after January 1, 2021. Specifically, CMS is proposing to require the hospital 

to report the median charge that the hospital has negotiated with all of its affiliated MA 

organizations for each MS-DRG, as well as the median negotiated charge the hospital has 

negotiated with all third-party payers, including MA organizations, for each MS-DRG.  

 

Much like the price transparency requirements, this new reporting requirement will place 

substantial burdens on hospitals while providing very limited benefit to Medicare or 

beneficiaries. AMRPA is particularly concerned about this proposal’s timing during the COVID-

19 public health emergency (PHE) and the impact it will have on the health care system, 

particularly hospitals. As CMS is aware, the PHE has forced hospitals to divert staff and 

resources to fight the pandemic. The price transparency requirement and this proposal both 

would require a tremendous level of resources and staff time for hospitals to be in compliance - 

which is unattainable for many hospitals during the PHE.   

 

Put simply, the proposal requiring negotiated rates be included on Medicare cost reports builds 

upon a policy that will produce results that run contrary to the Administration’s efforts to reduce 

provider burdens and meaningfully provide Medicare beneficiaries more transparency into their 

health care costs. AMRPA urges CMS not to finalize this proposal, and instead work with 

stakeholders to develop policies to better address price transparency with more meaningful 

information that will ultimately be used to educate healthcare consumers. 

 

II. Proposal to Calculate IPPS MS-DRG Relative Weights Using Median Negotiated Rates 

 

CMS is also proposing to modify the methodology for calculating the IPPS MS-DRG relative 

weights by utilizing the data collected in the previously discussed proposal to require reporting 

of median negotiated rates on Medicare cost reports. Under this new methodology, CMS would 

use MA median negotiated charges to replace the currently used gross charges from a hospital’s 

charge master and Medicare cost reports.  AMRPA opposes this proposal because it is an 

imprecise and blunt attempt to combine two very different payment paradigms in a way in which 

they are not compatible, and CMS has not adequately addressed how this will impact the MA 

program. 

 

As CMS knows, the current MS-DRG payment system in Fee-For-Service (FFS) Medicare is 

largely based and aimed towards reflecting resource use. MS-DRGs are reweighted based on 

gross charges, combined with other factors in cost reports and claims data, in order to account for 

the cost of providing care. Private payer negotiated rates, on the other hand, often reflect a 

multitude of factors other than resource use. Private payer negotiated rates for any given service 

may reflect volume of services provided, or they may reflect adjustments made to other 

negotiated rates as part of a global negotiation between the payer and provider. Some negotiated 

rates may even be simply space-fillers, reflective of a service that a hospital is unlikely to 
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provide but put on the books with the understanding it will be re-negotiated if circumstances 

change.  

 

Taking a MA negotiated rate for an MS-DRG in a vacuum, and then applying it to the weighting 

of MS-DRGs for the IPPS, is based on the faulty assumption that the MA rate paid for that 

service is based on only that single MS-DRG. In reality, a private rate may be marked up or 

reflect a multitude of factors that do not relate to resource use for that particular type of patient. 

It makes little sense to ignore those factors by using MA rates to adjust IPPS weights.  Even with 

some of the normalization methodology proposed by CMS, the application of MA negotiated 

rates to the weighting of MS-DRGs is like comparing apples to oranges.  

 

Even if one were to assume, for the sake of argument, that a comparable nexus exists between 

payment rates and resource use in both the FFS and MA markets, the patient populations are 

nonetheless different. MA enrollees are typically healthier and lower acuity, while FFS 

beneficiaries are sicker and more medically complex.3 Applying rates from one patient 

population to a demonstrably different population is capricious and would likely result in FFS 

failing to reflect the cost of providing care to the traditional Medicare population. If MA 

enrollees are less expensive to care for, and vice versa, a differing in payment rates is to be 

expected, and should not be artificially manipulated to lower IPPS rates.  

 

Not only are there differences in the populations of MA beneficiaries, but MA and other private-

payer rates are not suitable for conversion to prospective payment rates as CMS’ assumes as part 

of this proposal. MA and private payers negotiate a wide-variety of payment methods for 

beneficiaries, such as per diem rates, percent of charges, stop-loss clauses, and other value-based 

payments. Even if one could make a series of assumptions in an attempt to crosswalk these very 

different methodologies to a MS-DRG payment, this would again ignore the larger picture that 

MA and private payer rates are negotiated based on numerous factors unrelated to patient 

resource use, as is the case in the IPPS FFS model. Instead, the rates are viewed in the totality of 

the relationship between the hospital and the payer. The incongruity between the methodologies 

used for payment by private payers and the Medicare FFS model, and the entirety of 

relationships versus patient-by-patient approach of the two programs, creates a dichotomy that 

renders the idea of using MA rates for FFS re-weighting ill conceived.  

 

In addition, CMS does not seem to have considered the potential effect of this proposal on the 

MA program. Currently, providers have flexibility to negotiate competitive rates with MA plans. 

Under this proposal, MA rates will influence providers reimbursement for FFS rates. This creates 

an incentive for providers to keep MA rates high, to avoid cuts to weights in MS-DRGs.  

 

The utilization of MA rates to reweight payments in the IPPS is also facially inconsistent with 

CMS’ statutory authority for the IPPS. The Medicare statute instructs CMS to “assign an 

appropriate weighting factor which reflects the relative hospital resources used with respect to 

discharges classified within that group compared to discharges classified within other groups.”4   

                                                      
3 Byhoff E, Harris JA, Ayanian JZ. Characteristics of Decedents in Medicare Advantage and Traditional Medicare. 

JAMA Intern Med. 2016;176(7):1020–1023. 
4 42 U.S.C. § § 1395ww(d)(4)(B) (emphasis added). 
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CMS’ proposal to develop MS-DRG weights using MA median negotiated charges will result in 

weighting factors that do not reflect the relative hospital resources used, directly contrary to the 

statutory mandate.  Furthermore, the statute requires CMS to adjust these classifications and 

weighting factors for MS-DRGs to “reflect changes in treatment patterns, technology (including 

a new medical service or technology under paragraph (5)(K)), and other factors which may 

change the relative use of hospital resources.”5 Private payer rates are not one of the enumerated 

factors CMS can consider under the Medicare statute for reweighting MS-DRGs, and private 

payer rates do not reflect the relative use of hospital resources as required by the statute.  

 

Further, CMS is only statutorily authorized to collect cost information for purposes of 

determining payment amounts to providers.6 It follows that CMS’ statutory authority to collect 

cost report data does not extend to data that is not permitted to be used for payment adjustments. 

Therefore, both the proposal to collect private payer rates on cost reports and to utilize that data 

to reweight MS-DRGs exceeds CMS’ authority.  

 

AMRPA appreciates CMS’ and the Administration’s desire to move to more market-driven and 

value-based approaches to paying for services. This proposal, however, attempts to take an 

incremental step and combine two very different markets that have components that are not yet 

compatible. There are too many differences in the factors that go in to the FFS and MA rates to 

be able to substitute one component of the MA market for an element of the FFS market and 

expect a coherent result. Instead, AMRPA encourages CMS to continue to more fundamentally 

examine the FFS payment structure to incorporate market-driven features. Until such a shift has 

taken place, a piecemeal approach to incorporating the MA market into FFS (in any hospital 

payment system) is ill-founded. Therefore, AMRPA encourages CMS not to finalize the 

proposal to modify MS-DRG relative weights using MA median negotiated rates reported 

on Medicare cost reports.  
 

Recommendation Summary  

 

AMRPA supports and applauds CMS’ overarching goal of educating healthcare consumers on 

their healthcare costs and improving price transparency; however, we have grave concerns that 

the agency’s proposal will increase provider burdens during an already volatile time for the 

health care system, lead to anticompetitive behaviors, recalculate MS-DRG relative weights 

using flawed data, and ultimately builds upon the problematic Hospital Price Transparency final 

rule – all without significant benefit to Medicare beneficiaries. Therefore, AMRPA urges CMS 

to withdraw both the proposal to require inclusion of the median negotiated rates on Medicare 

cost reports and the proposal to utilize median negotiated rates to update the methodology used 

to calculate MS-DRG relative weights. AMRPA also reiterates our comments on the initial price 

transparency proposal. 

 

AMRPA welcomes continued opportunities to collaborate with HHS and CMS in refining and 

improving the IPPS and in assisting the agency’s goals of improved price transparency and 

reduced provider burdens for all hospitals. If you have any questions about AMRPA’s 

                                                      
5 Id. § 1395ww(d)(4)(C)(i) (emphasis added).  
6 Id. §§ 1395g(a), 1395l(e).  
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recommendations, please contact us or AMRPA’s Executive Vice President for Government 

Relations and Policy Development, Kate Beller, J.D., (kbeller@amrpa.org/973-224-4501). 

 

 

Sincerely, 

 

 
Bob Krug, MD 

Chair, AMRPA Board of Directors 

Medical Director, PM&R Service Line, Mount Sinai Rehabilitation Hospital 

 

 

 


