NOTE: THE SECTIONS OF THE MODEL COMMENT LETTER HIGHLIGHTED IN YELLOW ARE FOR HOSPITALS TO INSERT THEIR NAMES AND ANY ORGANIZATION-SPECIFIC INFORMATION.

[LETTERHEAD]

[DATE]

The Honorable Mehmet Oz, M.D.
Administrator
Centers for Medicare & Medicaid Services
Department of Health and Human Services
7500 Security Boulevard
Baltimore, MD 21244

RE: Medicaid Program; Medicaid Managed Care State Directed Payments and Medicaid Fee-for-Service Targeted Medicaid Practitioner Payments (CMS-2449-P)

Dear Administrator Oz:

On behalf of [name of hospital or health system], we appreciate the opportunity to comment on the Centers for Medicare & Medicaid Services (CMS) proposed rule on Medicaid managed care state-directed payments (SDPs) and targeted Medicaid fee-for-service (FFS) practitioner payments. This regulation implements key provisions of Public Law (P.L.) No. 119-21.

Medicaid plays a critical role in our ability to care for the communities we serve. Last year, for example, our hospital/health system [enter examples of how your organization cares for Medicaid beneficiaries, e.g., number of Medicaid patient visits, % of total visits attributable to Medicaid, number of babies delivered who were covered by Medicaid, number of cancer/transplant/other patients covered by Medicaid, etc.]. 

SDPs are used to address chronic underpayments in Medicaid by those states that have Medicaid Managed Care organizations (MCOs) providing benefits to their residents. They also provide predictability, especially in light of ever-changing policies implemented by the MCOs, many of which result in payment delays or denials. SDPs often support access to care, delivery and quality improvements for Medicaid beneficiaries, as well as help to sustain the healthcare workforce. For example, at our hospital, these funds are used to [consider providing an example of how you use these payments to support patients, your community and/or your workforce]. 

We are deeply concerned that several provisions in the proposed rule will curtail our ability to care for some of the most vulnerable members of our community by reducing the financial resources needed to maintain essential services. Notably, the proposed rule would dramatically decrease the federal investment in the healthcare system by an estimated $510 billion nationally over 10 years. This is a remarkable escalation from the changes to SDPs Congress authorized in P.L. 119-21, which were estimated to result in approximately $149.4 billion less in federal funding over 10 years. Specifically, CMS is proposing to cut 3.4 times more in federal funding for the healthcare system nationally than Congress intended. Resource reductions of this magnitude could lead to service losses and hospital closures, which would impact everyone in our community, not just those individuals who are served by the Medicaid program.

CMS can mitigate some of the worst consequences of these policy changes, and we urge the agency to rescind or reconsider proposals that extend beyond the statutory framework established by Congress.

Calculation of the Medicare Payment Limit

CMS proposes to apply the Medicare payment limit at the individual service or discharge level rather than in the aggregate. This represents a significant departure from longstanding Medicaid financing approaches. Applying the limit at the service level introduces substantial operational challenges, as Medicaid claims do not align directly with Medicare payment methodologies. Repricing claims would require complex system changes and impose a significant administrative burden on states and providers. This approach also reduces state flexibility to target payments to critical service areas and risks underpayment for services provided to Medicaid populations.

Moreover, the proposed approach could effectively stifle state innovation and efforts to implement value-based payment (VBP) approaches. By tying payment limits to individual Medicare service rates, the proposed rule would undermine state and health system efforts to move toward VBP models that bundle multiple services together or invest in care coordination and wraparound services that Medicare does not cover, which are the kinds of innovations that have shown the most promise in improving outcomes and reducing costs for Medicaid's most complex populations. 

[Consider adding an example of a hospital inpatient or outpatient service which would be difficult to re-price under Medicare pricers, or an example of a service where the cost to provide the service is higher for a patient under Medicaid vs. Medicare (e.g., MRI for a pediatric patient).]  

[For hospitals reimbursed under a cost-basis] CMS’ proposed approach would apply the Medicare payment limit at the service or discharge level to freestanding children's hospitals, certain cancer hospitals and critical access hospitals, which are reimbursed by Medicare on a cost basis with payment reconciled retrospectively and in the aggregate using Medicare cost report data. Requiring these hospitals to derive a per-service or per-discharge limit from the most recent complete cost report is particularly burdensome for these hospitals and would risk codifying a limit below Medicare rates for such hospital services. CMS itself noted that states would need extensive guidance to attempt to accomplish what is proposed under this rule.
We urge the agency to instead allow states to calculate the Medicare payment limit in the aggregate, as is consistent with how states calculate upper payment limit payments in fee-for-service Medicaid.

Phase-down of Grandfathered SDPs

Through P.L. 119-21, Congress limited the value of SDPs to the Medicare payment rate and required all grandfathered SDPs to be reduced by 10 percentage points annually until the specified Medicare payment rate is achieved (or 100% of Medicare for expansion states and 110% of Medicare for non-expansion states). Through this regulation, CMS interprets this as applying an annual 10% reduction to the original grandfathered total dollar amount approved by CMS, using that amount as a fixed reduction, until payments reach the statutory Medicare-based limits. This approach results in more rapid and severe reductions than Congress intended. Specifically, by linking the reduction to the original dollar value rather than the gap between current payments and the target limit, the proposal could accelerate payment cuts for certain providers and markets. Hospitals that rely on these payments to support care for Medicaid beneficiaries would face abrupt funding reductions, with limited time to adjust operations. [In consultation with your state hospital association, consider adding information such as: For example, in [enter state], this approach would result in a [enter number of years] phase down versus [enter number of years] for other approaches.]  

We urge CMS to offer states alternative phase-down approaches that could provide less disruption in reducing SDP programs to Medicare levels. Specifically, CMS could allow states to choose among the following approaches: 1) applying the 10-percentage point reduction to the current SDP rate as compared to Medicare (e.g., from 200% of Medicare to 190%, 180%, etc.); 2) applying the 10% reduction to the dollar value of the SDP in the prior year (e.g., $1,000,000 to $900,000 to $810,000, etc.); or 3) applying the 10% reduction to the dollar value of the SDP in the base year of the phase down to each subsequent year, as has been proposed by the agency (e.g., $1,000,000 to $900,000 to $800,000, etc.).

CMS Is Applying Broader Cuts Than Congress Directed

As previously noted, we are deeply concerned that the proposed rule applies payment limitations and policy changes more broadly than contemplated by Congress. CMS proposes to apply Medicare-based payment limits beyond the specific categories identified in statute and to a wider range of payment arrangements. These expansions result in deeper and more widespread reductions in provider payments than intended. We encourage CMS to realign the proposed policies with the statutory framework and limit their application to areas explicitly identified by Congress. Specifically, we urge the agency to remove or scale back the following provisions:

· Extension of the Medicare payment limit to all types of SDP services and to SDPs in U.S. territories. 
· Application of the Medicare payment limit to certain targeted practitioner payments under the Medicaid FFS program. 
· Elimination of uniform increase SDPs, a common type of SDP in which a state directs a managed care plan to apply a uniform dollar or percentage increase to a class of providers. 
· New reporting and compliance requirements, which may result in undue administrative burden for states and providers.

If finalized, these proposals put at risk an essential cornerstone of service to our communities: the ability to walk through the doors of any hospital and receive care. Many of the strategies hospitals and health systems will consider in adjusting to the considerable payment reductions in the proposed rule could affect our workforce and service offerings. 

The changes outlined above would help lessen the detrimental impact on [name of hospital]’s ability to continue providing essential services to all members of our community. We appreciate your consideration of these comments and look forward to continued engagement with CMS on these important issues.

Sincerely,

[Name]
[Title]
[Organization]
