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percent of the national standardized
amount. For all IPPS hospitals whose
wage indices are greater than 1.0000, we
are applying the wage index to a labor-
related share of 68.8 percent of the
national standardized amount.

For Puerto Rico hospitals, the national
labor-related share will always be 62
percent because the wage index for all
Puerto Rico hospitals is less than 1.0.
We are proposing to continue to use a
labor-related share for the Puerto Rico-
specific standardized amounts of 62.1
percent for discharges occurring on or
after October 1, 2010. This Puerto Rico
labor-related share of 62.1 percent was
also adopted in the FY 2010 IPPS/LTCH
PPS final rule (74 FR 43857) at the time
the FY 2006-based hospital market
basket was established, effective
October 1, 2009. Consistent with our
methodology for determining the
national labor-related share, we added
the Puerto Rico-specific relative weights
for wages and salaries, fringe benefits,
contract labor, the labor-related portion
of professional fees, administrative and
business support services, and all other
labor-related services (previously
referred to in the FY 2002-based IPPS
market basket as labor-intensive) to
determine the labor-related share.
Puerto Rico hospitals are paid based on
75 percent of the national standardized
amounts and 25 percent of the Puerto
Rico-specific standardized amounts.
The labor-related share of a hospital's
Puerto Rico-specific rate will be either
the Puerto Rico-specific labor-related
share of 62.1 percent or 62 perecent,
depending on which results in higher
payments to the hospital. If the hospital
has a Puerto Rico-specific wage index of
greater than 1.0, we will set the
hospital's rates using a labor-related
share of 62.1 percent for the 25 percent
portion of the hospital's payment
determined by the Puerto Rico
standardized amounts because this
amount will result in higher payments.
Conversely, a hospital with a Puerto
Rico-specific wage index of less than 1.0
will be paid using the Puerto Rico-
specific labor-related share of 62 percent
of the Puerto Rico-specific rates because
the lower labor-related share will result
in higher payments. The proposed
Puerto Rico labor-related share of 62.1
percent for FY 2011 is reflected in the
Table 1C of the Addendum to this
proposed rule.

V. Other Decisions and Proposed
Changes to the IPPS for Operating Costs
and GME Costs

A. Reporting of Hospital Quality Data
for Annual Hospital Payment Update

1. Background
a. Overview

CMS is seeking to promote higher
quality and more efficient health care
for Medicare beneficiaries. This effort is
supported by the adoption of an
increasing number of widely-agreed
upon quality measures. CMS has
worked with relevant stakeholders to
define measures of quality in almost
every setting and currently measures
some aspect of care for almost all
Medicare beneficiaries. These measures
assess structural aspects of care, clinical
processes, patient experiences with
care, and, increasingly, outcomes.

CMS has implemented quality
measure reporting programs for multiple
settings of care. To measure the quality
of hospital inpatient services, CMS
implemented the Reporting Hospital
Quality Data for Annual Payment
Update (RHQDAPU) program. In
addition, CMS has implemented quality
reporting programs for hospital
outpatient services, the Hospital
Outpatient Quality Data Reporting
Program (HOP QDRP), and for
physicians and other eligible
professionals, the Physician Quality
Reporting Initiative (PQRI). CMS has
also implemented quality reporting
programs for home health agencies and
skilled nursing facilities that are based
on conditions of participation, and an
end-stage renal disease quality reporting
program that is based on conditions for
coverage.

b. Hospital Quality Data Reporting
Under Section 501(b) of Public Law
108+173

Section 501(b) of the Medicare
Prescription Drug, Improvement, and
Modernization Act of 2003 (MMA),
Public Law 108+173, added section
1886(b)(3)(B)(vii) to the Act. This
section established the authority for the
RHQDAPU program and revised the
mechanism used to update the
standardized payment amount for
inpatient hospital operating costs.
Specifically, section 1886(b)(3)(B)(vii)(l)
of the Act, before it was amended by
section 5001(a) of Public Law 109+171,
provided for a reduction of 0.4
percentage points to the update
percentage increase (also known as the
market basket update) for FY 2005
through FY 2007 for any subsection (d)
hospital that did not submit data on a
set of 10 quality indicators established

by the Secretary as of November 1, 2003.
It also provides that any reduction
would apply only to the fiscal year
involved, and would not be taken into
account in computing the applicable
percentage increase for a subsequent
fiscal year. The statute thereby
established an incentive for IPPS
hospitals to submit data on the quality
measures established by the Secretary,
and also built upon the previously
established Voluntary Hospital Quality
Data Reporting Program that we
described in the FY 2009 IPPS final rule
(73 FR 48598).

We implemented section
1886(b)(3)(B)(vii) of the Act in the FY
2005 IPPS final rule (69 FR 49078) and
codified the applicable percentage
change in §412.64(d) of our regulations.
We adopted additional requirements
under the RHQDAPU program in the FY
2006 IPPS final rule (70 FR 47420).

c. Hospital Quality Data Reporting
Under Section 5001(a) of Public Law
109+171

Section 5001(a) of the Deficit
Reduction Act of 2005 (DRA), Public
Law 109+171, further amended section
1886(b)(3)(B) of the Act to revise the
mechanism used to update the
standardized payment amount for
hospital inpatient operating costs, in
particular, by adding new section
1886(b)(3)(B)(viii) to the Act.
Specifically, sections
1886(b)(3)(B)(viii)(I) and (I1) of the Act
provide that the payment update for FY
2007 and each subsequent fiscal year be
reduced by 2.0 percentage points for any
subsection (d) hospital that does not
submit quality data in a form and
manner, and at a time, specified by the
Secretary. Section 1886(b)(3)(B)(viii)(I)
of the Act also provides that any
reduction in a hospital's payment
update will apply only with respect to
the fiscal year involved, and will not be
taken into account for computing the
applicable percentage increase for a
subsequent fiscal year. In the FY 2007
IPPS final rule (71 FR 48045), we
amended our regulations at
8412.64(d)(2) to reflect the 2.0
percentage point reduction in the
payment update for FY 2007 and
subsequent fiscal years for subsection
(d) hospitals that do not comply with
requirements for reporting quality data,
as provided for under section
1886(b)(3)(B)(viii) of the Act.

(1) Quality Measures

Section 1886(b)(3)(B)(viii)(Ill) of the
Act requires that the Secretary expand
the “starter set" of 10 quality measures

that was established by the Secretary as
of November 1, 2003, as the Secretary
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determines to be appropriate for the
measurement of the quality of care
furnished by a hospital in inpatient
settings. In expanding this set of
measures, section 1886(b)(3)(B)(viii)(1V)
of the Act requires that, effective for
payments beginning with FY 2007, the
Secretary begin to adopt the baseline set
of performance measures as set forth in
a report issued by the Institute of
Medicine (IOM) of the National
Academy of Sciences under section
238(b) of Public Law 108+173. 5

Section 1886(b)(3)(B)(viii)(V) of the
Act requires that, effective for payments
beginning with FY 2008, the Secretary
add other quality measures that reflect
consensus among affected parties, and
to the extent feasible and practicable,
have been set forth by one or more
national consensus building entities.
The NQF is a voluntary consensus
standard-setting organization with a
diverse representation of consumer,
purchaser, provider, academic, clinical,
and other health care stakeholder
organizations. The NQF was established
to standardize health care quality
measurement and reporting through its
consensus development process. We
have generally adopted NQF-endorsed
measures. However, we believe that
consensus among affected parties also
can be reflected by other means,
including consensus achieved during
the measure development process,
consensus shown through broad
acceptance and use of measures, and
consensus through public comment.

Section 1886(b)(3)(B)(viii)(VI) of the
Act authorizes the Secretary to replace
any quality measures or indicators in
appropriate cases, such as where all
hospitals are effectively in compliance
with a measure, or the measures or
indicators have been subsequently
shown to not represent the best clinical
practice. Thus, the Secretary is granted
broad discretion to replace measures
that are no longer appropriate for the
RHQDAPU program.

In the FY 2007 IPPS final rule, we
began to expand the RHQDAPU
program measures by adding 11 quality
measures to the 10-measure starter set to
establish an expanded set of 21 quality
measures for the FY 2007 payment
determination (71 FR 48033 through
48037, 48045).

In the CY 2007 OPPS/ASC final rule
(71 FR 68201), we adopted six

5 Institute of Medicine, “Performance
Measurement: Accelerating Improvement, "
December 1, 2005, available at: http://
www.iom.edu/CMS/3809/19805/31310.aspx. IOM
set forth these baseline measures in a November
2005 report. However, the IOM report was not
released until December 1, 2005 on the IOM Web
site.

additional quality measures for the FY
2008 payment determination, for a total
of 27 measures. Two of these measures
(30-Day Risk Standardized Mortality
Rates for Heart Failure and 30-Day Risk
Standardized Mortality Rates for AMI)
were calculated using existing
administrative Medicare claims data;
thus, no additional data submission by
hospitals was required for these two
measures. The measures used for the FY
2008 payment determination included,
for the first time, the HCAHPS patient
experience of care survey.

In the FY 2008 IPPS final rule (72 FR
47348 through 47358) and the CY 2008
OPPS/ASC final rule with comment
period (72 FR 66875 through 66877), we
added three additional process
measures to the RHQDAPU program
measure set. (These three measures are
SCIP-Infection-4: Cardiac Surgery
Patients with Controlled 6AM
Postoperative Serum Glucose, SCIP-
Infection-6: Surgery Patients with
Appropriate Hair Removal, and
Pneumonia 30-day mortality (Medicare
patients).) The addition of these 3
measures brought the total number of
RHQDAPU program measures to be
used for the FY 2009 payment
determination to 30 (72 FR 66876). The
30 measures used for the FY 2009
annual payment determination are
listed in the FY 2009 IPPS final rule (73
FR 48600 through 48601).

For the FY 2010 payment
determination, we added 15 new
measures to the RHQDAPU program
measure set and retired one measure
from the program (PN+1: Oxygenation
Assessment). Of the new measures, 13
were adopted in the FY 2009 IPPS final
rule (73 FR 48602 through 48611) and
two additional measures were finalized
in the CY 2009 OPPS/ASC final rule
with comment period (73 FR 68780
through 68781). This resulted in an
expansion of the RHQDAPU program
measures from 30 measures for the FY
2009 payment determination to 44
measures for the FY 2010 payment
determination. The RHQDAPU program
measures for the FY 2010 payment
determination consist of: 26 chart-
abstracted process measures, which
measure quality of care provided for
Acute Myocardial Infarction (AMI),
Heart Failure (HF), Pneumonia (PN),
and Surgical Care Improvement (SCIP);
6 claims-based measures, which
evaluate 30-day mortality and 30-day
readmission rates for AMI, HF, or PN; 9
claims-based AHRQ patient safety
indicators and inpatient quality
indicators; 1 claims-based nursing
sensitive measure; 1 structural measure
that assesses participation in a
systematic database for cardiac surgery;

and the HCAHPS patient experience of
care survey. The measures are listed in
the IPPS FY 2009 final rule at 73 FR
46809 and in the CY 2009 OPPS/ASC
final rule with comment period at 73 FR
68781.

On December 31, 2008, CMS advised
hospitals that they would no longer be
required to submit data for the
RHQDAPU program measure AMI+6x
Beta blocker at arrival, beginning with
discharges occurring on April 1, 2009.
This change was based on the evolving
evidence regarding AMI patient care, as
well as changes in the American College
of Cardiology/American Heart
Association (ACC/AHA) practice
guidelines for ST-segment elevation
myocardial infarction and non-ST
segment elevation myocardial
infarction, upon which AMI-6 is based.
CMS took action to remove the measure
from reporting initiatives based on the
lack of support by the measure
developer and the clinical and scientific
considerations described in the FY 2010
IPPS/RY 2010 LTCH PPS final rule at 74
FR 43863.

We had previously discussed
considerations relating to retiring or
replacing measures in the FY 2008 IPPS
final rule with comment period and the
FY 2009 IPPS final rule, including the
“topping out " of hospitals' performance
under a measure (72 FR 47358 through
47359 and 73 FR 48603 through 48604,
respectively). However, in this instance,
the measure no longer “represent[s] the
best clinical practice, " an additional
basis under section
1886(b)(3)(B)(viii)(VI) of the Act for
retiring a measure. In the FY 2010 IPPS/
RY 2010 LTCH PPS final rule, we
formally retired the AMI+6 measure
from the RHQDAPU program for the FY
2011 payment determination and
subsequent payment determinations.

For the FY 2011 payment
determination, we retained 41 of the FY
2010 quality measures; harmonized two
FY 2010 RHQDAPU program quality
measures (combining PSI 04bDeath
among surgical patients with treatable
serious complications; and Nursing
Sensitive-Failure to rescue into a single
measure (Death among surgical
inpatients with serious, treatable
complications); added two chart-
abstracted measures (SCIP-Infection-9:
Postoperative Urinary Catheter Removal
on Post Operative Day 1 or 2 and SCIP-
Infection-10: Perioperative Temperature
Management); and added two structural
measures (1) Participation in a
Systematic Clinical Database Registry
for Stroke Care; and (2) Participation in
a Systematic Clinical Database Registry
for Nursing Sensitive Care) (74 FR
43868 through 43873). The 46 measures
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we adopted for the FY 2011 payment
determination are:
BILLING CODE 4120+01+P
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