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Today’s Objectives
• Overview of Medicare Readmission Reduction and Hospital Acquired 

Condition Programs

• Review Methodologies

• Review Tennessee’s performance in the two programs

• Review RRP and HAC Analyses
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Medicare Quality Based Payment 
Reform (QBPR) Programs
• Mandated by the ACA of 2010

• VBP Program (redistributive w/ winners and losers)

• Readmissions Reduction Program (remain whole or lose)

• HAC Reduction Program (remain whole or lose)

• National pay-for-performance programs

• Most acute care hospitals must participate; CAHs excluded

• Program rules, measures, and methodologies adopted well in advance (through 

2027)
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Medicare Quality Programs
• Payment adjustments based on facility-specific performance 

compared to national standards

• Performance metrics are determined using historical data

• Program components change every year

3/16/2023 Slide 4



www.datagen.info © 2023 DataGen. May not be reproduced or distributed without prior written permission.

FFY 2024 Quality Program Measure 
Populations
• Value-Based Purchasing (VBP)

• All patients
• Safety, Person and Community Engagement

• Medicare FFS patients only
• Clinical Outcomes, Efficiency and Cost Reduction

• Readmissions Reduction Program (RRP)
• Medicare FFS patients only

• Hospital Acquired Conditions (HAC)
• All patients

• CAUTI, CLABSI, C-diff., MRSA, SSI Colon, SSI Abdominal Hysterectomy

• Medicare FFS patients only
• PSI-90
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Medicare Readmission Reduction Program (RRP)

• Program became effective FFY 2013 (October 1, 2012)

• Penalizes hospitals for exceeding expected readmission rates

• Expected rates based on national performance levels

• Program expands over time with addition of new conditions

• Penalty capped at 3% for 2015 and thereafter

• 1% in FFY 2013; 

• 2% in FFY 2014;

• 3% in FFY 2015+

• Measures are established in advance through the IPPS rule
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RRP Program Timeframes
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RRP Methodology
• Excess readmission ratios are calculated for multiple condition areas

• Improvement is not recognized

• Certain planned readmissions are not counted

• No offsets between categories

• PN was not included in FFY 2023 due to COVID-19

• Socio-Demographic Status (SDS) adjustment based on percent of full-
benefit dual eligible patients

Measure FFY 2013 Program FFY 2014 Program FFY 2015 Program FFY 2016 Program FFY 2017+ Program

AMI X X X X X

HF X X X X X

PN X X X X X*

COPD X X X

THA/TKA X X X

CABG X

*expanded to include aspiration PN and sepsis with a secondary diagnosis of PN

3/16/2023 Slide 8



www.datagen.info © 2023 DataGen. May not be reproduced or distributed without prior written permission.

RRP Methodology – FFY 2024 SDS 
Adjustment
• Groups based on ratio of full-benefit dual eligible relative to total Medicare patients:

#Full−benefitDual Status

#MedicarePatients
• An individual is counted as a full-benefit dual patient if the patient was identified as 

such for the month he/she was discharged from the hospital

• identified using the State Medicare Modernization Act (MMA) file of dual 
eligibility

• Data period for identifying patients is the same 3-year period as the performance 
period

• i.e. July 1, 2019 – June 30, 2022 for FFY 2024

• Total number of Medicare patients is all Medicare FFS and Medicare Advantage 
stays using MedPAR files 

• Hospitals are grouped into national quintiles based on full-benefit dual eligible ratio 
and compared to hospitals within their quintile
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RRP Methodology
• Step 1: Place hospital into quintile

#Full−benefitDualStatusPatients

#MedicarePatients
= 𝐅𝐮𝐥𝐥 − 𝐛𝐞𝐧𝐞𝐟𝐢𝐭𝐃𝐮𝐚𝐥 𝐄𝐥𝐢𝐠𝐢𝐛𝐥𝐞 𝐑𝐚𝐭𝐢𝐨

14,322

29,453
= 𝐅𝐮𝐥𝐥 − 𝐛𝐞𝐧𝐞𝐟𝐢𝐭 𝐃𝐮𝐚𝐥𝐄𝐥𝐢𝐠𝐢𝐛𝐥𝐞𝐑𝐚𝐭𝐢𝐨

48.6% = 𝐅𝐮𝐥𝐥 − 𝐛𝐞𝐧𝐞𝐟𝐢𝐭𝐃𝐮𝐚𝐥 𝐄𝐥𝐢𝐠𝐢𝐛𝐥𝐞𝐑𝐚𝐭𝐢𝐨

Ratio of 48.6% puts this hospital in quintile 3
• Quintile placement on a national level
• Placement will change from year to year based on data period used and ratios of other 

hospitals
• Quintile 5 is highest, meaning the higher full-benefit dual eligible ratios
• Quintile 1 is lowest, meaning the lowest full-benefit dual eligible ratios
• Hospitals in higher quintiles will have less stringent benchmarks
• Hospitals in lower quintiles will have more stringent benchmarks
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RRP Methodology (con’t)
• Step 2: Calculate excess readmission ratios for each condition 

(subject to minimum case counts requirements)

• Predicted readmissions = number of unplanned readmissions predicted for a hospital based on hospital’s 

performance

• Expected readmission = expected U.S. readmission rate for each hospital’s patient mix

• Ratio less than quintile median excess ratio 

- Lower than expected readmission rate  

- Better quality

• Ratio greater than quintile median excess ratio 

- Higher than expected readmission rate

- Lower quality

- Penalty applies

Predicted AMI Readmission Rate

Expected AMI Readmission Rate
= 𝐀𝐌𝐈 𝐄𝐱𝐜𝐞𝐬𝐬 𝐑𝐚𝐭𝐢𝐨

20.300 %

19.459 %
= 𝐀𝐌𝐈 𝐄𝐱𝐜𝐞𝐬𝐬 𝐑𝐚𝐭𝐢𝐨

𝟏. 𝟎𝟒𝟑𝟐 = 𝐀𝐌𝐈 𝐄𝐱𝐜𝐞𝐬𝐬 𝐑𝐚𝐭𝐢𝐨
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RRP Methodology (con’t)
• Step 3: Calculate total excess payments for each condition 

• Step 4: Calculate total excess payments for all conditions

• Excess Ratios are multiplied by revenue in each condition area to find excess readmission revenue by condition

• Sum of all conditions excess revenue = total excess readmission dollars

• Revenue = exposure

• More conditions = More exposure

Total Payment for AMI Procedures × (𝐌𝐞𝐝𝐢𝐚𝐧 𝐐𝐮𝐢𝐧𝐭𝐢𝐥𝐞 𝐄𝐱𝐜𝐞𝐬𝐬 𝐑𝐚𝐭𝐢𝐨 − 𝐀𝐌𝐈 𝐄𝐱𝐜𝐞𝐬𝐬 𝐑𝐚𝐭𝐢𝐨) = 𝐀𝐌𝐈 𝐄𝐱𝐜𝐞𝐬𝐬 𝐃𝐨𝐥𝐥𝐚𝐫𝐬

$6,000,000 × (𝟏. 𝟎𝟐𝟑𝟑 − 𝟏. 𝟎𝟒𝟑𝟐) = 𝐀𝐌𝐈 𝐄𝐱𝐜𝐞𝐬𝐬 𝐃𝐨𝐥𝐥𝐚𝐫𝐬

$𝟏𝟏𝟗, 𝟒𝟎𝟎 = 𝐀𝐌𝐈 𝐄𝐱𝐜𝐞𝐬𝐬 𝐃𝐨𝐥𝐥𝐚𝐫𝐬

𝐀𝐌𝐈 𝐄𝐱𝐜𝐞𝐬𝐬 𝐏𝐚𝐲𝐦𝐞𝐧𝐭𝐬 + 𝐇𝐅 𝐄𝐱𝐜𝐞𝐬𝐬 𝐏𝐚𝐲𝐦𝐞𝐧𝐭𝐬 + 𝐏𝐍 𝐄𝐱𝐜𝐞𝐬𝐬 𝐏𝐚𝐲𝐦𝐞𝐧𝐭𝐬 + 𝐂𝐎𝐏𝐃 𝐄𝐱𝐜𝐞𝐬𝐬 𝐏𝐚𝐲𝐦𝐞𝐧𝐭𝐬 +
𝐓𝐇𝐀 𝐓𝐊𝐀 𝐄𝐱𝐜𝐞𝐬𝐬 𝐏𝐚𝐲𝐦𝐞𝐧𝐭𝐬 + 𝐂𝐀𝐁𝐆 𝐄𝐱𝐜𝐞𝐬𝐬 𝐏𝐚𝐲𝐦𝐞𝐧𝐭𝐬 = 𝐓𝐨𝐭𝐚𝐥 𝐄𝐱𝐜𝐞𝐬𝐬 𝐃𝐨𝐥𝐥𝐚𝐫𝐬

$𝟏𝟏𝟗, 𝟒𝟎𝟎 + $𝟎 + $𝟎 + $𝟎 + $𝟎 + $𝟎 + $𝟎 = 𝐓𝐨𝐭𝐚𝐥 𝐄𝐱𝐜𝐞𝐬𝐬 𝐃𝐨𝐥𝐥𝐚𝐫𝐬

$𝟏19,400 = 𝐓𝐨𝐭𝐚𝐥 𝐄𝐱𝐜𝐞𝐬𝐬 𝐃𝐨𝐥𝐥𝐚𝐫𝐬

Historically, excess 

ratio was compared to 

a “1” 
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RRP Methodology (con’t)
• Step 5: Calculate Readmissions Adjustment factor (capped at .97, or 3%, for FFY 2015+)

• Total excess readmission revenue is used to calculate adjustment factors.

• The excess revenue is not your impact.

• Payments are adjusted on a per-claim basis to all Medicare FFS cases (not just RRP cases)

• Although the SDS adjustment is budget neutral nationally, there will be winners and losers 
within each quintile.

 𝟏 − 𝐁𝐍 𝐀𝐝𝐣𝐮𝐬𝐭𝐞𝐫 ×  
𝐓𝐨𝐭𝐚𝐥 𝐄𝐱𝐜𝐞𝐬𝐬 𝐃𝐨𝐥𝐥𝐚𝐫𝐬

𝟑 𝐲𝐫 𝐓𝐨𝐭𝐚𝐥 𝐌𝐞𝐝𝐢𝐜𝐚𝐫𝐞 𝐈𝐏𝐏𝐒 𝐎𝐩𝐞𝐫𝐚𝐭𝐢𝐧𝐠 𝐑𝐞𝐯𝐞𝐧𝐮𝐞
= 𝐑𝐞𝐚𝐝𝐦𝐢𝐬𝐬𝐢𝐨𝐧𝐬 𝐀𝐝𝐣. 𝐅𝐚𝐜𝐭𝐨𝐫

 𝟏 − 𝟎. 𝟗𝟗 X  
$𝟏𝟏𝟗, 𝟒𝟎𝟎

$𝟓𝟎, 𝟎𝟎𝟎, 𝟎𝟎𝟎
= 𝐑𝐞𝐚𝐝𝐦𝐢𝐬𝐬𝐢𝐨𝐧𝐬 𝐀𝐝𝐣𝐮𝐬𝐭𝐦𝐞𝐧𝐭 𝐅𝐚𝐜𝐭𝐨𝐫

0.9976 = 𝐑𝐞𝐚𝐝𝐦𝐢𝐬𝐬𝐢𝐨𝐧𝐬 𝐀𝐝𝐣𝐮𝐬𝐭𝐦𝐞𝐧𝐭 𝐅𝐚𝐜𝐭𝐨𝐫
(applied on a per-claim basis)

-0.24% cut
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Adjustment Factor Percent Cut 2020 2021 2022 2023

No Payment Penalty 0% 17.5% 17.4% 18.0% 25.0%

0.9951 to 0.9999 -0.01% to -0.5% 42.5% 42.9% 44.5% 52.9%

0.9901 to 0.9950 -0.5% to -0.999% 18.9% 19.9% 19.7% 14.2%

0.9851 to 0.9900 -1.0% to -1.499% 10.6% 9.7% 9.4% 4.7%

0.9801 to 0.9850 -1.5% to -1.999% 4.8% 5.0% 4.0% 1.4%

0.9751 to 0.9800 -2.0% to -2.499% 2.7% 2.8% 2.2% 0.7%

0.9701 to 0.9750 -2.5% to -2.999% 1.2% 1.1% 0.9% 0.3%

0.97 -3.0% 1.8% 1.2% 1.3% 0.8%

RRP Trends
•Continually evolving

•As measures are added, 
exposure increases and 
hospitals are more likely to 
receive penalties
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RRP Performance Scorecard
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RRP Performance Scorecard (con’t)
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Readmissions Reduction Program: Hospital 
Case Study • Hospital had several excess ratios 

below 1 in 2022

• Hospital still has a negative of 

($30,000) in 2022 in part due to 

being in quintile 2 for the SDS 

adjustment and having more 

stringent benchmarks (less than 

1)

• Hospitals in higher quintiles will 

typically be compared to less 

stringent benchmarks and 

hospitals in lower quintiles will 

generally be compared to more 

stringent benchmarks.
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Excess Ratio
Median 

Excess Ratio

Median 

Excess Ratio

Median 

Excess Ratio

AMI 0.9184 0.9918 0.9880 ▲ 0.9955 0.9870 ▼ 0.9954

HF 0.9275 0.9899 0.8892 ▼ 0.9927 0.9070 ▲ 0.9927

PN 0.9418 0.9872 0.9977 ▲ 0.9865 - -

THA/TKA 0.8165 0.9941 0.8651 ▲ 0.9944 0.9022 ▲ 0.9923

COPD 1.0647 0.9942 1.0372 ▼ 0.9941 1.0470 ▲ 0.9949

CABG 0.9256 0.9942 0.9834 ▲ 0.9845 0.9881 ▲ 0.9931

Quintile Assignment

Final RRP Adjustment Factor

Estimated Annual Impact ▲ ▲

2021

($34,500)

0.9988

2 2

0.9989

($30,000)

0.9994

($17,000)

2023

Excess Ratio Excess Ratio

2

2022
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TN’s RRP Revenue by Condition
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Condition/Procedure 2013-2014 2015-2016 2017-2023*

AMI $123,882,700 $123,882,700 $123,882,700

Heart Failure $160,434,900 $160,434,900 $160,434,900

Pneumonia $173,021,100 $173,021,100 $217,687,800

THA/TKA N/A $136,531,400 $136,531,400

COPD N/A $61,751,200 $61,751,200

CABG N/A N/A $88,892,800

Total Program Exposure $457,338,700 $655,621,300 $789,180,800

Increase in Exposure 43.4% 20.4%

*no PN in FFY 2023 due to the measures association with COVID-19.
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TN’s RRP Impact by Condition

Eligible providers 

and their 

characteristics  are 

based on the FFY 

2023 IPPS Final 

Rule Correction 

Notice.
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Condition/Procedure 2021 2022 2023

AMI ($1,105,500) ($1,468,100) ($1,861,000)

Heart Failure ($1,578,800) ($1,825,000) ($2,136,200)

Pneumonia ($3,599,300) ($3,908,800) N/A

THA/TKA ($2,857,800) ($2,559,400) ($1,703,500)

COPD ($868,800) ($670,700) ($782,100)

CABG ($1,326,200) ($1,799,100) ($1,342,700)

Total Impact ($11,336,400) ($12,231,100) ($7,825,500)
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TN’s Readmission Rate Trends
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2Q 2019
July 1, 2015 - 

June 30, 2018

READM_30_AMI: Acute Myocardial 

Infarction (AMI) 30-Day Readmission 

Rate
15.6% 16.0% ▲ 16.0% ▲ 15.3% ▼

READM_30_HF: Heart Failure (HF) 30-

Day Readmission Rate
21.9% 22.0% ▲ 22.0% ▲ 21.4% ▼

READM_30_PN: Pneumonia (PN) 30-Day 

Readmission Rate
17.2% 17.2% ▲ 17.3% ▲ N/A

READM_30_HIP_KNEE: Elective Total 

Hip/Knee Surgery (THA/TKA) 30-Day 

Readmission Rate
4.0% 4.0% ▼ 4.0% ▼ 4.0% ▲

READM_30_COPD: Chronic Obstructive 

Pulmonary Disease (COPD) 30-Day 

Readmission Rate
19.6% 19.6% ▲ 19.7% ▲ 20.1% ▲

READM_30_CABG: Coronary Artery 

Bypass Graft (CABG) 30-Day 

Readmission Rate
12.5% 12.3% ▼ 12.4% ▲ 11.4% ▼

State Rates

2Q 2020
July 1, 2016 - 

June 30, 2019

2Q 2021
July 1, 2017 - Dec 

1, 2019

2Q 2022*
July 1, 2018 - Dec 

1, 2020
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TN’s Readmission Rank Trends
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2Q 2019
July 1, 2015 - 

June 30, 2018

READM_30_AMI: Acute Myocardial 

Infarction (AMI) 30-Day Readmission 

Rate
30 of 51 30 of 51 42 of 51 ▲ 47 of 51 ▲

READM_30_HF: Heart Failure (HF) 30-

Day Readmission Rate
39 of 51 34 of 51 ▼ 34 of 51 33 of 51 ▼

READM_30_PN: Pneumonia (PN) 30-Day 

Readmission Rate
45 of 51 46 of 51 ▲ 47 of 51 ▲ N/A

READM_30_HIP_KNEE: Elective Total 

Hip/Knee Surgery (THA/TKA) 30-Day 

Readmission Rate
43 of 51 42 of 51 ▼ 35 of 51 ▼ 23 of 51 ▼

READM_30_COPD: Chronic Obstructive 

Pulmonary Disease (COPD) 30-Day 

Readmission Rate
32 of 51 26 of 51 ▼ 26 of 51 37 of 51 ▲

READM_30_CABG: Coronary Artery 

Bypass Graft (CABG) 30-Day 

Readmission Rate
24 of 51 22 of 51 ▼ 26 of 51 ▲ 15 of 51 ▼

R
e
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m
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o
n
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ks

2Q 2020
July 1, 2016 - 

June 30, 2019

2Q 2021
July 1, 2017 - Dec 

1, 2019

2Q 2022*
July 1, 2018 - 

Dec 1, 2020

State Rank
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Medicare Hospital Acquired Condition (HAC) 

Reduction Program

• Program started FFY 2015 (October 1, 2014)

• Penalizes hospitals with the highest HAC rates 

• Rates are per 1,000 patients

• Compared to all other eligible hospitals nationally

• 1% Penalty applied to all hospitals in the worst performing quartile

• 25% of hospitals will receive a penalty

• Applied to Total Medicare FFS Inpatient Dollars

• Parameters set in IPPS rulemaking at least one year in advance

• Penalty is in addition to existing HAC DRG demotion policy

Measure Scores Domain Scores Total HAC Score
Top Quartile/1.0% Penalty 

Determination
Annual Program Impact
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HAC Program Timeframes
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HAC Reduction Program 
Methodology
• HAC measures:

• PSI-90 Composite Measure, CAUTI and CLABSI, SSI (colon surgery and 
abdominal surgery), C-Diff and MRSA

• Separate performance scores are calculated for 
each HAC measure
• Z-score 
• Based on national mean and standard deviation for all eligible hospitals 
• Improvement is not recognized

• Average of all eligible measures are calculated to 
determine a total HAC score (prior to FFY 2020, averages were 

calculated for two domains, then the domains were weighted together for a total HAC score)

• Total HAC Score determines worst performing 
quartile of hospitals to receive 1% payment penalty
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PSI-90 Composite
• The PSI-90 composite measure is 

calculated by combining performance 
on 10 individual Patient Safety 
Indicator (PSI) measures.

• Hospitals are scored in HAC on the 
overall PSI-90 composite measure 
with each component PSI having a 
different weight towards the overall 
composite.

• Currently, HAC uses version 11.0 of 
the AHRQ Quality Indicators software 
to calculate PSI-90 composite.

Slide 253/16/2023

PSI 13: Postop Sepsis 

PSI 12: Periop PE or DVT

PSI 3: Pressure Ulcer 

PSI 11: Postop Respiratory Failure

PSI 10: Postop Acute Kidney Injury Requiring Dialysis

PSI 9: Periop Hemorrhage or Hematoma Rate

PSI 6: Iatrogenic Pneumothorax 

PSI 8: In-Hospital Fall with Hip Fracture 

19.3%

16.9%

15.6%

8.6%

4.6%

3.9%

PSI 15: Unrecognized Abdominopelvic Accidental Puncture/Laceration 

PSI 14: Postop Wound Dehiscence 0.9%

3.8%

1.4%

24.9%

PSI-90: Patient Safety and Adverse Events Composite1 Weight
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HAC Reduction Program: Z-score Methodology

• HAC program evaluates hospitals based on a Z-score

• Measure ratios are winsorized to remove effects of outliers (top and bottom 5%)

• Represents a hospital’s distance from the national average for a measure, in terms of units 

of standard deviation

• A POSTIVE z-score is above the average, and reflects POOR performance

• A NEGATIVE z-score is below the average, and reflects GOOD

performance

• Lower scores are better

• Z-scores are averaged together to determine Total HAC Score

Z − score =
Hospital′s Measure Performance − Mean Performance for All Hospitals

Standard Deviation for All Hospitals
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HAC Reduction Program Measure 
Detail
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HAC Reduction Program Performance Scorecard
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Hospital Acquired Condition: 
Hospital Case Study

• Hospital does worse (Total HAC score 

increases) from 2020 to 2021.

• Hospital goes from penalty in 2020 to no 

penalty in 2021 (even with better 

performance in 2020 compared to 2021) 

because a hospital must keep up with other 

providers in the US in order to avoid getting a 

penalty.

• Even if all hospitals improve, 1.0% penalty is 

always applied to worst performing quartile.
2020

PSI-90 Score -0.0183 -0.1267 ▼ 1.4252 ▼

HAI-1 CLABSI Score 0.3678 -0.1342 ▼ -1.291 ▼

HAI-2 CAUTI Score 0.8354 0.2816 ▼ 1.0445 ▼

SSI Colon/Abd. Score -1.5000 0.0929 ▲ -0.398 ▼

HAI-5 MRSA Score N/A N/A - N/A ▲

HAI-6 C.Diff Score 1.9710 1.5775 ▼ 0.5193 ▼

Total HAC Score 0.3312 0.3382 ▲ 0.2599 ▼

75th Percentile Total HAC Score 0.3306

Receives 1.0% Reduction? Yes No No

2021 2022

0.3383 0.2998
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TN’s HAC Reduction Program Performance

Eligible providers and 

their characteristics 

are based on the FFY 

2023 IPPS Final Rule 

Correction Notice.
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0.42%

HAC Reduction Program Performance

($5,585,100)

11

12.8%

0.19%Percent of Total Revenue Affected

FFY 2020

($5,791,400)

21

24.4%

0.21%

FFY 2022

Statewide Impact

Number of Penalty Hospitals

Percent of Hospitals Receiving Penalty

FFY 2021

($11,643,400)

22

25.6%
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Measure ID
Achievement 

Threshold1 Benchmark2
Minimum 

Standards4

HAI_1*
+
 (CLABSI) 0.784 0.000

HAI_2*
+
 (CAUTI) 0.828 0.000

HAI_5*
+
 (MRSA) 0.815 0.000

HAI_6*
+
 (C.diff) 0.852 0.091

PC-01*
+ Elective Delivery Prior to 39 completed Weeks Gestation 0.0000% 0.0000% 10 Cases

HAI-3*
+

 (SSI - Colon) Surgical Site Infection - Colon 0.781 0.000

HAI-4*
+
 (SSI - Abd. 

Hyst.)
0.722 0.000

Measure ID
Achievement 

Threshold1 Benchmark2 Minimum 

Standards4

MORT–30–AMI 85.3715% 87.5869%

MORT–30–HF 88.1090% 90.6068%

MORT–30–PN Pneumonia (PN) 30-Day Mortality Rate (converted to survival rate for VBP) 88.2266% 90.9532%

THA/TKA* 3.2229% 2.3178%

Measure ID Measure Description Floor3 Achievement 

Threshold1 Benchmark2 Minimum 

Standards4

Communication with Nurses
+ 51.80% 79.08% 87.12%

Communication with Doctors
+ 50.67% 80.41% 88.44%

Responsiveness of Hospital Staff
+ 35.74% 65.07% 80.14%

Communication about Medicines
+ 26.16% 63.30% 73.86%

Hospital Cleanliness & Quietness
+ 41.92% 65.72% 79.42%

Discharge Information
+ 66.72% 87.44% 92.11%

Overall Rating of Hospital
+ 32.47% 71.59% 85.12%

CTM-3 3-Item Care Transitions Measure
+ 20.33% 51.14% 62.50%

Measure ID
Achievement 

Threshold1 Benchmark2 Minimum 

Standards4

MSPB-1*

Median Ratio 

Across All 

Hospitals
***

Mean Ratio of 

Lowest Decile 

of Hospitals
***

25 Cases

+More than Medicare Fee-For-Service patients are included in measure population.

Elective Primary Total Hip Arthroplasty (THA) and/or Total Knee Arthroplasty (TKA) 

Complication Rate

Medicare Quality Programs Reference Guide

Value Based Purchasing (VBP) Overview: FFY 2020 Program

Measures, Performance Standards, Evaluation Periods, and Other Program Details for the FFY 2020 VBP Program
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Measure Description

Central Line-Associated Blood Stream Infection (CLABSI) (ICU and Select Wards)

1 Predicted 

Infection Each

Catheter-Associated Urinary Tract Infection (CAUTI) (ICU and Select Wards)

Methicillin-resistant Staphylococcus Aureus (MRSA) Blood Laboratory-identified Events

Spending Per Hospital Patient With Medicare

Clostridium difficile (C.diff.)

Pooled Surgical Site Infection (SSI) Measure**:

1 Predicted 

Infection on 

One of the 

Two Strata
Surgical Site Infection - Abdominal Hysterectomy

100 Surveys
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Measure Description

Acute Myocardial Infarction (AMI) 30-Day Mortality Rate (converted to survival rate for VBP)

25 Cases Each
Heart Failure (HF) 30-Day Mortality Rate (converted to survival rate for VBP)

***Performance standards for the MSPB-1 measure are based on the performance period and are not released in advance of the program. 

FFY 2020 VBP Program Timeframes

The Affordable Care Act (ACA) of 2010 mandated the implementation of an inpatient hospital value-based purchasing (VBP) Program.  The VBP Program is a pay-for-performance 

program that links Medicare payment to quality performance for acute care hospitals paid under the Inpatient Prospective Payment System (IPPS).  Under the VBP Program, using 

quality data grouped into quality domains, hospitals can earn points towards a Total Performance Score (TPS).  The TPS will serve as the basis for determining hospitals’ VBP payments 

or gain/loss under the program.  In calculating the TPS, the scoring methodology provides points to hospitals that achieve high quality standards as well as points to hospitals that 

improve in the quality measures evaluated.  As required by the ACA, a pool of funds, to be redistributed to hospitals based on their TPS, will be funded through an across-the-board 

reduction to Medicare IPPS base operating payments.  The reduction has been capped at 2.0%.  Critical Access Hospitals (CAHs), hospitals in Maryland and Puerto Rico, and small 

hospitals with insufficient numbers of measures and/or cases are excluded from the program.
1The Achievement Threshold is the minimum performance standard for each measure and reflects the median performance score (50th percentile) for all hospitals in the nation during 

the baseline period.  The threshold is used in combination with other factors to calculate hospital-specific achievement points.
2The Benchmark is the top performance standard for each measure and reflects the average performance score for the top 10% of all hospitals in the nation during the baseline 

period.  The benchmark is used in combination with other factors to calculate hospital-specific achievement and improvement points.
3The Floor is for Person and Community Engagement measures only and each measure reflects the lowest measure score in the nation during the baseline period.  The floor is used in 

combination with other factors to calculate hospital-specific consistency points.
4Hospitals must meet minimum case and survey counts to be included in the VBP Program.  In addition to the case count criteria, hospitals must have a minimum of 2 measures to 

obtain a Clinical Outcomes Domain score, 2 measures to obtain a Safety domain score and 1 measure to obtain an Efficiency and Cost Reduction domain score.
5The Domain Weight is a weight applied to each domain to calculate a hospital-specific TPS.  A hospital's weighted TPS is compared to TPSs for all hospitals to determine the hospital-

specific gain or loss under the program.  If hospitals do not meet the minimum requirements on one or more domain, the other domains are proportionately reweighted to determine 

a TPS.  For the FFY 2020 program, hospitals are required to be scored on 3 of the 4 domains to be eligible for the program. 
6The Baseline Period is a specified period for which quality data will be evaluated.  The baseline period data is used for determining the floors, achievement thresholds, and 

benchmarks (excluding the efficiency measure) and is also used in combination with other factors to calculate hospital-specific improvement points.
7The Performance Period is a specified period for which quality data will be evaluated.  The performance period data is used in combination with other factors to calculate hospital-

specific achievement and improvement points.
*For these measures, lower scores are better.

**The final SSI measure score is an aggregate of the calculated scores for HAI-3 and HAI-4, which are then weighted based on the predicted infections for each measure.  For 

purposes of domain eligibility, CMS considers the two SSI measures as a single measure.
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Efficiency and Cost 

Reduction:
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Person and 
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6
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FFY 2020

Payment 

Adjustment

Clinical Outcomes:

Baseline Period6

Clinical Outcomes:

Performance Period7

Safety:

Baseline Period6

Safety:

Performance 

Period7

Efficiency and Cost 

Reduction:

Baseline Period
6
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Measure ID
Achievement 

Threshold1 Benchmark2
Minimum 

Standards4

HAI_1*
+
 (CLABSI) 0.687 0.000

HAI_2*
+
 (CAUTI) 0.774 0.000

HAI_5*
+
 (MRSA) 0.763 0.000

HAI_6*
+
 (C.diff) 0.748 0.067

HAI-3*
+

 (SSI - Colon) Surgical Site Infection - Colon 0.754 0.000

HAI-4*
+
 (SSI - Abd. Hyst.) 0.726 0.000

Measure ID
Achievement 

Threshold1 Benchmark2 Minimum 

Standards4

MORT–30–AMI 86.0355% 87.9714%

MORT–30–HF 88.3803% 90.6144%

MORT–30–PN (EXPANDED) Pneumonia (PN) 30-Day Mortality Rate (converted to survival rate for VBP) 83.6122% 87.0506%

MORT–30–COPD (NEW) 92.3253% 93.8664%

THA/TKA* 3.1157% 2.2418%

Measure ID Measure Description Floor3 Achievement 

Threshold1 Benchmark2 Minimum 

Standards4

Communication with Nurses
+ 42.06% 79.06% 87.36%

Communication with Doctors
+ 41.99% 79.91% 88.10%

Responsiveness of Hospital Staff
+ 33.89% 65.77% 81.00%

Communication about Medicines
+ 33.19% 63.83% 74.75%

Hospital Cleanliness & Quietness
+ 30.60% 65.61% 79.58%

Discharge Information
+ 66.94% 87.38% 92.17%

Overall Rating of Hospital
+ 34.70% 71.80% 85.67%

CTM-3 3-Item Care Transitions Measure
+ 6.53% 51.87% 63.32%

Measure ID
Achievement 

Threshold1 Benchmark2 Minimum 

Standards4

MSPB-1*

Median Ratio 

Across All 

Hospitals
***

Mean Ratio of 

Lowest Decile 

of Hospitals
***

25 Cases

+More than Medicare Fee-For-Service patients are included in measure population.

5The Domain Weight is a weight applied to each domain to calculate a hospital-specific TPS.  A hospital's weighted TPS is compared to TPSs for all hospitals to determine the hospital-specific 

gain or loss under the program.  If hospitals do not meet the minimum requirements on one or more domain, the other domains are proportionately reweighted to determine a TPS.  For the 

FFY 2021 program, hospitals are required to be scored on 3 of the 4 domains to be eligible for the program. 
6The Baseline Period is a specified period for which quality data will be evaluated.  The baseline period data is used for determining the floors, achievement thresholds, and benchmarks 

(excluding the efficiency measure) and is also used in combination with other factors to calculate hospital-specific improvement points.
7The Performance Period is a specified period for which quality data will be evaluated.  The performance period data is used in combination with other factors to calculate hospital-specific 

achievement and improvement points.
*For these measures, lower scores are better.

**The final SSI measure score is an aggregate of the calculated scores for HAI-3 and HAI-4, which are then weighted based on the predicted infections for each measure.  For purposes of 

domain eligibility, CMS considers the two SSI measures as a single measure.
***Performance standards for the MSPB-1 measure are based on the performance period and are not released in advance of the program. 

4Hospitals must meet minimum case and survey counts to be included in the VBP Program.  In addition to the case count criteria, hospitals must have a minimum of 2 measures to obtain a 

Clinical Outcomes Domain score, 2 measures to obtain a Safety domain score and 1 measure to obtain an Efficiency and Cost Reduction domain score.
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Measure Description

Spending Per Hospital Patient With Medicare

FFY 2021 VBP Program Timeframes

The Affordable Care Act (ACA) of 2010 mandated the implementation of an inpatient hospital value-based purchasing (VBP) Program.  The VBP Program is a pay-for-performance program 

that links Medicare payment to quality performance for acute care hospitals paid under the Inpatient Prospective Payment System (IPPS).  Under the VBP Program, using quality data 

grouped into quality domains, hospitals can earn points towards a Total Performance Score (TPS).  The TPS will serve as the basis for determining hospitals’ VBP payments or gain/loss under 

the program.  In calculating the TPS, the scoring methodology provides points to hospitals that achieve high quality standards as well as points to hospitals that improve in the quality 

measures evaluated.  As required by the ACA, a pool of funds, to be redistributed to hospitals based on their TPS, will be funded through an across-the-board reduction to Medicare IPPS 

base operating payments.  The reduction has been capped at 2.0%.  Critical Access Hospitals (CAHs), hospitals in Maryland and Puerto Rico, and small hospitals with insufficient numbers of 

measures and/or cases are excluded from the program.
1The Achievement Threshold is the minimum performance standard for each measure and reflects the median performance score (50th percentile) for all hospitals in the nation during the 

baseline period.  The threshold is used in combination with other factors to calculate hospital-specific achievement points.
2The Benchmark is the top performance standard for each measure and reflects the average performance score for the top 10% of all hospitals in the nation during the baseline period.  The 

benchmark is used in combination with other factors to calculate hospital-specific achievement and improvement points.
3The Floor is for Person and Community Engagement measures only and each measure reflects the lowest measure score in the nation during the baseline period.  The floor is used in 

combination with other factors to calculate hospital-specific consistency points.
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Acute Myocardial Infarction (AMI) 30-Day Mortality Rate (converted to survival rate for VBP)

25 Cases Each

Heart Failure (HF) 30-Day Mortality Rate (converted to survival rate for VBP)

Elective Primary Total Hip Arthroplasty (THA) and/or Total Knee Arthroplasty (TKA) Complication 

Rate

Chronic Obstructive Pulmonary Disease (COPD) 30-Day Mortality Rate (converted to survival 

rate for VBP)

Medicare Quality Programs Reference Guide

Value Based Purchasing (VBP) Overview: FFY 2021 Program

Measures, Performance Standards, Evaluation Periods, and Other Program Details for the FFY 2021 VBP Program
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Measure Description

Central Line-Associated Blood Stream Infection (CLABSI) (ICU and Select Wards)

1 Predicted 

Infection Each

Catheter-Associated Urinary Tract Infection (CAUTI) (ICU and Select Wards)

Methicillin-resistant Staphylococcus Aureus (MRSA) Blood Laboratory-identified Events

Clostridium difficile (C.diff.)

Pooled Surgical Site Infection (SSI) Measure**:

Surgical Site Infection - Abdominal Hysterectomy

1 Predicted 

Infection on 

One of the Two 

Strata

Removed Measures From Safety of Care: PC-01: Elective Delivery Prior to 39 completed Weeks Gestation*+
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FFY 2021

Payment 

Adjustment

Clinical Outcomes (MORT-30-AMI, MORT-30-HF, MORT-30-

COPD):

Baseline Period6

Clinical Outcomes (MORT-30-AMI, MORT-30-HF, MORT-30-

COPD):

Performance Period7

Safety:

Baseline Period6

Safety:

Performance 

Period7

Efficiency and Cost 

Reduction:

Baseline Period6

Efficiency and Cost 

Reduction:

Performance Period7

Clinical Outcomes (MORT-30-PN):

Baseline Period6

Clinical Outcomes (MORT-30-PN):

Performance Period7

Clinical Outcomes (THA/TKA):

Baseline Period6

Clinical Outcomes (THA/TKA):

Performance Period7

Person and 

Community 

Engagement:

Baseline Period
6

Person and 

Community 

Engagement:

Performance Period
7

20212011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Measure ID
Achievement 

Threshold1 Benchmark2
Minimum 

Standards4

HAI_1*
+
 (CLABSI) 0.633 0.000

HAI_2*
+
 (CAUTI) 0.727 0.000

HAI_5*
+
 (MRSA) 0.748 0.000

HAI_6*
+
 (C.diff) 0.646 0.047

HAI-3*
+

 (SSI - Colon) Surgical Site Infection - Colon 0.749 0.000

HAI-4*
+
 (SSI - Abd. Hyst.) 0.727 0.000

Measure ID
Achievement 

Threshold1 Benchmark2 Minimum 

Standards4

MORT–30–AMI 86.1793% 88.1305%

MORT–30–HF 87.9869% 90.3608%

MORT–30–PN Pneumonia (PN) 30-Day Mortality Rate (converted to survival rate for VBP) 83.6122% 87.0506%

MORT–30–COPD 92.0058% 93.6962%

MORT-30-CABG (NEW)
Coronary Artery Bypass Graft (CABG) 30-Day Mortality Rate (converted to 

survival rate for VBP)
96.8210% 97.9000%

THA/TKA* 2.9833% 2.1493%

Measure ID Measure Description Floor3 Achievement 

Threshold1 Benchmark2 Minimum 

Standards4

Communication with Nurses
+ 15.73% 79.18% 87.53%

Communication with Doctors
+ 19.03% 79.72% 87.85%

Responsiveness of Hospital Staff
+ 25.71% 65.95% 81.29%

Communication about Medicines
+ 10.62% 63.59% 74.31%

Hospital Cleanliness & Quietness
+ 5.89% 65.46% 79.41%

Discharge Information
+ 66.78% 87.12% 91.95%

Overall Rating of Hospital
+ 19.09% 71.37% 85.18%

CTM-3 3-Item Care Transitions Measure
+ 6.84% 51.69% 63.11%

Measure ID
Achievement 

Threshold1 Benchmark2 Minimum 

Standards4

MSPB-1*

Median Ratio 

Across All 

Hospitals
***

Mean Ratio of 

Lowest Decile 

of Hospitals
***

25 Cases

Heart Failure (HF) 30-Day Mortality Rate (converted to survival rate for VBP)

Medicare Quality Programs Reference Guide

Value Based Purchasing (VBP) Overview: FFY 2022 Program

Measures, Performance Standards, Evaluation Periods, and Other Program Details for the FFY 2022 VBP Program
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Measure Description

Central Line-Associated Blood Stream Infection (CLABSI) (ICU and Select Wards)

1 Predicted 

Infection Each

Catheter-Associated Urinary Tract Infection (CAUTI) (ICU and Select Wards)

Methicillin-resistant Staphylococcus Aureus (MRSA) Blood Laboratory-identified Events

Clostridium difficile (C.diff.)

Pooled Surgical Site Infection (SSI) Measure**:

1 Predicted 

Infection on 

One of the Two 

Strata
Surgical Site Infection - Abdominal Hysterectomy

1The Achievement Threshold is the minimum performance standard for each measure and reflects the median performance score (50th percentile) for all hospitals in the nation during the 

baseline period.  The threshold is used in combination with other factors to calculate hospital-specific achievement points.

Chronic Obstructive Pulmonary Disease (COPD) 30-Day Mortality Rate (converted to survival 

rate for VBP)

Complication Rate Following Elective Primary Total Hip Arthroplasty (THA) and/or Total Knee 

Arthroplasty (TKA)
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Measure Description

Spending Per Hospital Patient With Medicare

FFY 2022 VBP Program Timeframes

The Affordable Care Act (ACA) of 2010 mandated the implementation of an inpatient hospital value-based purchasing (VBP) Program.  The VBP Program is a pay-for-performance program 

that links Medicare payment to quality performance for acute care hospitals paid under the Inpatient Prospective Payment System (IPPS).  Under the VBP Program, using quality data 

grouped into quality domains, hospitals can earn points towards a Total Performance Score (TPS).  The TPS will serve as the basis for determining hospitals’ VBP payments or gain/loss under 

the program.  In calculating the TPS, the scoring methodology provides points to hospitals that achieve high quality standards as well as points to hospitals that improve in the quality 

measures evaluated.  As required by the ACA, a pool of funds, to be redistributed to hospitals based on their TPS, will be funded through an across-the-board reduction to Medicare IPPS 

base operating payments.  The reduction has been capped at 2.0%.  Critical Access Hospitals (CAHs), hospitals in Maryland and Puerto Rico, and small hospitals with insufficient numbers of 

measures and/or cases are excluded from the program.
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Measure Description

Acute Myocardial Infarction (AMI) 30-Day Mortality Rate (converted to survival rate for VBP)

25 Cases Each

*For these measures, lower scores are better.

**The final SSI measure score is an aggregate of the calculated scores for HAI-3 and HAI-4, which are then weighted based on the predicted infections for each measure.  For purposes of 

domain eligibility, CMS considers the two SSI measures as a single measure.
***Performance standards for the MSPB-1 measure are based on the performance period and are not released in advance of the program. 
+More than Medicare Fee-For-Service patients are included in measure population.

2The Benchmark is the top performance standard for each measure and reflects the average performance score for the top 10% of all hospitals in the nation during the baseline period.  The 

benchmark is used in combination with other factors to calculate hospital-specific achievement and improvement points.
3The Floor is for Person and Community Engagement measures only and each measure reflects the lowest measure score in the nation during the baseline period.  The floor is used in 

combination with other factors to calculate hospital-specific consistency points.
4Hospitals must meet minimum case and survey counts to be included in the VBP Program.  In addition to the case count criteria, hospitals must have a minimum of 2 measures to obtain a 

Clinical Outcomes Domain score, 2 measures to obtain a Safety domain score and 1 measure to obtain an Efficiency and Cost Reduction domain score.
5The Domain Weight is a weight applied to each domain to calculate a hospital-specific TPS.  A hospital's weighted TPS is compared to TPSs for all hospitals to determine the hospital-specific 

gain or loss under the program.  If hospitals do not meet the minimum requirements on one or more domain, the other domains are proportionately reweighted to determine a TPS.  For the 

FFY 2022 program, hospitals are required to be scored on 3 of the 4 domains to be eligible for the program. 
6The Baseline Period is a specified period for which quality data will be evaluated.  The baseline period data is used for determining the floors, achievement thresholds, and benchmarks 

(excluding the efficiency measure) and is also used in combination with other factors to calculate hospital-specific improvement points.
7The Performance Period is a specified period for which quality data will be evaluated.  The performance period data is used in combination with other factors to calculate hospital-specific 

achievement and improvement points.
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Person and 

Community 

Engagement:

Baseline Period
6

Person and 

Community 

Engagement:

Performance Period
7

FFY 2022

Payment 

Adjustment

Clinical Outcomes (MORT-30-AMI, MORT-30-HF, MORT-30-

COPD, MORT-30-CABG):

Baseline Period6

Clinical Outcomes (MORT-30-AMI, MORT-30-HF, MORT-30-

COPD, MORT-30-CABG):

Performance Period7

Clinical Outcomes (THA/TKA):

Baseline Period6

Clinical Outcomes (THA/TKA):

Performance Period7

Safety:

Baseline Period6

Safety:

Performance 

Period7

Efficiency and Cost 

Reduction:

Baseline Period6

Efficiency and Cost 

Reduction:

Performance Period7

Clinical Outcomes (MORT-30-PN):

Performance Period7

Clinical Outcomes (MORT-30-PN):

Baseline Period6

Individual measure scores for similar measures are combined to find overall Domain scores.  On each domain, a minimum number of measures 

must be scored in order to be eligible for the domain.  Once domain scores are calculated, a total performance score is calculated, combining 

domain scores based on the program year's applicable domain weights. Hospitals are required to be scored on 3 of the 4 domains. Domain weights 

are reweighted proportionally when hospitals are not eligible for one or more domains. 

VBP Slope/Linear Function, Payout Percentage, Adjustment Factor, and Program Impact Calculation

Once TPS scores are calculated for all eligible hospitals, the VBP slope is calculated such that all program contributions are paid out, making the 

program budget neutral nationally.  The VBP slope/linear function is used to determine each hospitals payout percentage (the amount of their 

contribution to the VBP pool they receive back) as well as final adjustment factors, and impacts under the program. 

Medicare Quality Programs Reference Guide

Hospital Scoring Methods and Other Program Details for the VBP Program

Value Based Purchasing (VBP) General Program Methodology

As required by the ACA, VBP eligible hospitals contribute a set percentage of their Medicare IPPS base operating payments to a national VBP pool of 

dollars.  All VBP pool dollars are then paid out, in full, based on each hospital's performance under the program.  Under the Program, hospitals are 

evaluated on a measure by measure basis and receive a score of 0-10 on each measure where they meet each measure's minimum requirement.  

Next, similar measures are grouped into domains and overall domain scores are calculated based on the average measure score in the domain.  

Domain scores are then combined to find a Total Performance Score (TPS).  The TPS serves as the basis for determining hospitals’ VBP payments or 

gain/loss under the program.  Using all program-eligible hospitals' Total Performance Scores, CMS calculates a VBP slope that redistributes all VBP 

contributions and makes the program budget neutral nationally.  Each hospital's TPS multiplied by the slope determines payout percentages.  The 

program methodology is shown below:

Measure Score Calculation

For each measure, hospitals can receive a score of 0-10 depending on where they fall in relation to national performance standards (achievement 

points) and/or how much they have improved from historical rates/ratios (improvement points).  After achievement and improvement points are 

calculated, the higher of the two determines final points for each measure. 

Person and Community Engagement - Consistency Points Calculation

In addition to individual measure scores, the Person and Community Engagement domain scores hospitals based on how consistently they perform 

across all measures within the domain.  Each hospital can receive between 0-20 consistency points based on the measure with the lowest 

Consistency Multiplier calculated as shown below:  

Domain Score and Total Performance Score (TPS) Calculation

Measure 
Scores

Domain 

Scores

Total 
Performance 

Score

Payout 
Percentage

VBP Slope
Adjustment 

Factor
Program 
Impact

Performance Period Score - Achievement Threshold

Benchmark - Achievement Threshold

Performance Period Score - Baseline Period Score

Benchmark - Baseline Period Score

[9 x [

[10 x [

        Achievement Points (all program measures) = ] + 0.5

Improvement Points (all program measures) = ] - 0.5

                                     Final Points (all program measures) = Higher of Achievement or Improvement

Final PointsHAI3 x Predicted InfectionsHAI3 + Final PointsHAI4 x Predicted InfectionsHAI4
]

Predicted InfectionsHAI3 + Predicted InfectionsHAI4

 Final Points (SSI Measure) = [

Performance Period Score - Floor

Achievement Threshold - Floor

  Consistency Points (person and community engagement) = [20 x Lowest Measure Consistency Points Multiplier] - 0.50

  Consistency Points Multiplier (person and community engagement) = [  ]

Applicable Conditions

Notes:

Applicable Conditions

Medicare Quality Programs Reference Guide

Readmission Reduction Program (RRP) Overview

Applicable conditions, performance timeframes, and other details for the FFY 2020, 2021, and 2022 programs

The Readmission Reduction Program (RRP) adjusts Medicare Inpatient payments based on hospital readmission rates for several conditions.  This program is punitive only and does not give 

hospitals credit for improvement over time or lower readmission rates than the nation.  First, CMS assigns hospitals to national quintiles based on their ratio of full-benefit dual eligible patients 

to all Medicare patients.  Then, CMS compares hospital risk-adjusted readmission rates to national rates to calculate excess readmission ratios for each condition.  Next, CMS compares each 

excess ratio to the condition specific median excess ratio of the hospital's national quintile and applies the result to aggregate payments for each condition to find excess readmission dollars 

by condition.  The sum of all excess readmission dollars for all applicable conditions divided by all inpatient operating revenue with a budget neutrality modifier applied determines program 

adjustment factors/impacts under the program.  CMS implemented a methodology to incorporate socio-demographic status (SDS) into the RRP program.  The program methodology is shown 

below:

Program Measure Scoring

3Excess Readmission Ratio - Calculated for each condition under the program, this ratio represents how each hospital's actual, observed readmission rate differs from the rate for all U.S. 

hospitals, adjusted for case-mix.  An excess ratio greater than one indicates poorer performance than the country and results in payment penalties while an excess ratio less than one indicates 

better performance and has no effect on payment.
4Excess Readmission Revenue - Reflects the portion of revenue for each condition CMS believes was paid due to excess readmissions.  Excess readmission revenue is a function of base 

operating revenue for the condition and the excess ratio on the condition.  Base operating dollars reflect operating payments without adjustments for DSH, IME, or outlier payments. 
5
Readmission Reduction Program Adjustment Factor - Under the RRP program, adjustment factors are calculated by dividing total excess readmission dollars (all conditions) by total base 

operating dollars for all patients for the same three year performance period as measured by the readmission rates.  Adjustment factors are used to reduce IPPS payments on a per-discharge 

basis for performance under the program.  CMS currently sets an adjustment factor floor of 0.9700, or a 3.0% payment penalty.

Readmission rates, aggregate payments by condition, and excess readmission dollars by condition are all defined by a predetermined list of procedure/diagnoses codes specific to each 

condition. For each condition, condition-specific exclusions and adjustments may apply.  Full detail on measure methodology as well as applicable ICD-10 codes for each condition are provided 

here:  https://www.qualitynet.org/dcs/ContentServer?c=Page&pagename=QnetPublic%2FPage%2FQnetTier4&cid=1219069855841  

Readmission rates, aggregate payments by condition, and excess readmission dollars by condition are all defined by a predetermined list of procedure and/or diagnoses codes specific to each condition, 

excluding certain planned readmissions or regular, scheduled follow up care. The following patients are also excluded from the rates/revenue estimates used to calculate program adjustments for all 

measures:  patients who are not enrolled in Medicare fee-for-service (FFS); patients under the age of 65; patients without at least 30 days enrollment post-discharge in a Medicare FFS plan; patients who 

were discharged against medical advice (AMA); certain patients who were transferred to/from another inpatient hospital.

A hospital must have an applicable period of three years of discharge data and at least 25 cases in order to calculate an excess readmission ratio for each applicable condition. Each additional condition 

added to the program increases the revenue exposed and the potential for excess readmissions that results in penalties under the program.  The total estimated revenue across all hospitals for each 

condition is shown in the graph above to indicate the relative magnitude of each condition under the program.  

6Quintile Median Excess Readmission Ratio - A hospital is placed into a quintile based on their ratio of full-benefit dual eligible patients to total Medicare patients (including Medicare Fee-For-

Service and Medicare Advantage stays) over the three year program performance period.  A median excess readmission ratio is calculated for each quintile for each condition. A hospital's own 

excess readmission ratio for each condition will be compared to the condition-specific quintile median excess readmission ratio to determine total excess readmission revenue.
7Budget Neutrality Modifier - A budget neutrality modifier is calculated such that the total Medicare savings using socio-demographic status adjustment methodology are equal to what the total 

Medicare savings would have been if the previous RRP methodology was used. This budget neutrality modifier is applied to each hospital's RRP adjustment factor.

Program Timelines

1
Predicted Readmission Rate - Reflects the hospital's risk-adjusted, observed 30-day readmission rate following inpatient discharges for each applicable condition.  Rates are risk adjusted for 

age, sex, comorbidities, and other patient characteristics that may contribute to higher readmission rates.  These rates also exclude readmissions that are a result of planned follow up care, or 

unrelated readmissions that are never related to the index admission.  Predicted rates reflect performance for the three year period shown above. 
2Expected Readmission Rate - Reflects the U.S. 30-day readmission rate for each condition with hospital specific risk adjustments to estimate the expected U.S. readmission rate for each 

hospital's patient mix.  Rates are risk adjusted for age, sex, comorbidities, and other patient characteristics that may contribute to higher readmission rates.  These rates also include exclusions 

for readmissions that are a result of planned follow up care, or unrelated readmissions that are never related to the index admission.  Expected rates reflect adjusted national performance for 

the three year period shown above. 
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Estimated U.S. Revenue by Condition

COPD:

$5.07 Billion

CABG: $3.73 Billion

THA/TKA:
$11.22 Billion

National Quintile 
Assignments

Excess Readmission 
Ratios by Condition

Excess Readmission 
Revenue by Condition

Total Excess 
Readmission Revenue 

(all conditions)

RRP Adjustment 
Factor

Program Impact
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2022

FFY 2022 Program

Performance Period (All Conditions)

FFY 2022 Program

Payment 

Adjustment

FFY 2021 Program

Payment 

Adjustment

FFY 2020 Program

Performance Period (All Conditions)

FFY 2020 Program

Payment 

Adjustment

FFY 2021 Program

Performance Period (All Conditions)

2019 2020 202120182015 2016 2017

PN:

$10.71 Billion

HF:

$8.73 Billion

AMI:

$6.33 Billion

PSI 13: Postop Sepsis 

PSI 11: Postop Respiratory Failure

PSI 12: Periop PE or DVT

PSI 3: Pressure Ulcer Surgical Site Infection (SSI) Pooled SIR2

PSI 10: Postop Acute Kidney Injury Requiring Dialysis SSI from Colon Surgery (HAI-3) +

PSI 9: Periop Hemorrhage or Hematoma Rate SSI from Abdominal Hysterectomy (HAI-4) +

PSI 6: Iatrogenic Pneumothorax 

PSI 8: In-Hospital Fall with Hip Fracture 

Notes:

Catheter Associated Urinary Tract Infection (CAUTI) (ICU + Select Wards) (HAI-2)+

Methicillin-resistant Staphylococcus Aureus (MRSA) (HAI-5)+ 

Clostridium difficile (C.diff.) (HAI-6)+

21.2%

18.5%

13.4%

7.8%

4.2%

4.1%

+More than Medicare Fee-For-Service patients are included in measure population.

PSI 15: Unrecognized Abdominopelvic Accidental Puncture/Laceration 

5Individual measure scores are assigned a z-score that represent how different a hospital performed relative to the national average in terms of standard 

deviation from the mean. Z-scores are winsorized to remove extreme outliers.

4Unlike the Value Based Purchasing and Readmission Reduction Program, penalties under the HAC program are applied to total Medicare inpatient fee-for-

service payments, inclusive of Operating, Capital, Uncompensated Care payments, outlier payments, DSH, IME, and Value based purchasing (VBP)/Readmission 

Reduction Program (RRP) program adjustments. 

2The pooled Surgical Site Infection (SSI) measure is made up of two individual SSI measures: SSI - Abdominal Hysterectomy and SSI - Colon.   For the pooled SIR 

measure, observed infections for both SSI measures are divided by predicted infections to calculate a pooled SIR.  Hospitals are then evaluated and assigned 

measure points based on their pooled SIR.

PSI 14: Postop Wound Dehiscence 

1The modified PSI-90 composite measure is calculated by combining performance on 10 individual Patient Safety Indicator (PSI) measures.  While hospitals 

are scored on the overall PSI-90 composite measure, each component PSI and their weight towards the overall composite are shown above.  Weights shown 

are based on version 9.0 of the AHRQ Quality Indicators software. 

Program Timelines

0.9%

Other Program Calculations

3.7%

1.5%

3CMS applies an equal weight to each measure for which a hospital has a measure score.

Measure Scoring

HAC ratios for all program-eligible hospitals nationwide are assigned winsorized z-scores. A z-score represents how different a hospital performed compared to the national 

average, in terms of standard deviations from the mean:  poor performance = positive z-score (worse than national average) and good performance = negative z-score (better 

than national average). Lower z-scores are better. Winsorization is intended to remove the effects of extreme outliers. CMS chose to do this by setting all z-score values below 

the 5th percentile to the 5th percentile value, and above the 95th percentile to the 95th percentile value.

In order to receive a score on a measure, hospitals must meet minimum requirements.  For PSI-90, a hospital must have 3 or more cases in at least one of the ten component PSI 

measures that make up the PSI-90 composite measure.  For HAI, a hospital must have 1 or more predicted infections for each measure (1 or more pooled predicted infection for 

SSI).

Measure z-scores are weighted equally to calculate a total HAC score and are proportionally re-weighted when a hospital is missing one or more measures.

*Measures not meeting the minimum scoring requirements are dropped from the Total HAC score calculation.  Hospitals receive the maximum score for any HAI measure that is 

not submitted, unless provided with a waiver.

Medicare Quality Programs Reference Guide

Hospital Acquired Condition (HAC) Reduction Program Overview

Applicable conditions, performance timeframes, and other details for the FFY 2020, 2021, and 2021 programs

The Hospital Acquired Condition (HAC) Reduction Program sets payment penalties each year for hospitals in the top quartile (worst performance) of HAC rates for the country.  The HAC reduction 

program is punitive only and does not give hospitals credit for improvement over time.  Under the program, hospitals are compared to the nation measure by measure on their z-score.  Available 

measure scores are equally weighted to determine a Total HAC Score. The Total HAC score is used to determine the top quartile (worst performance) for payment penalty in each year.  The HAC 

payment penalty is 1.0% of total Medicare Fee-For-Service (FFS) inpatient revenue and does not change year to year.  The program methodology is shown below:

AHRQ Claims Based Measures CDC Chart Abstracted Measures

PSI-90: Patient Safety and Adverse Events Composite
1 Weight

24.7%
Central Line Associated Blood Stream Infection (CLABSI) (ICU + Select Wards) (HAI-1)+

Measure Scores Total HAC Score Top Quartile/1.0% Penalty Determination Annual Program Impact
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FFY 2022 Program

Payment 

AdjustmentFFY 2022: HAI Measures

Performance Period

FFY 2020: HAI Measures

Performance Period

FFY 2020 Program

Payment 

Adjustment

FFY 2021 Program

Payment 

AdjustmentFFY 2021: HAI Measures

Performance Period

FFY 2022: PSI-90

Performance Period

FFY 2021: PSI-90

Performance Period

FFY 2020: PSI-90

Performance Period

2020 2021 20222016 2017 2018 2019

(Observed Infections for Abdominal Hysterectomy + Observed Infections for Colon)

(Predicted Infections for Abdominal Hysterectomy + Predicted Infections for Colon)

Total HAC Score3 =

Annual Program Impact4 = Total Medicare FFS Inpatient Dollars x 1.0% - Total Medicare FFS Inpatient Dollars1

Z-score5 =

Pooled Standardized Infection Ratio (SIR) (SSI measures only) =

(Hospital s Measure Performance − Mean Performance for All Hospitals)

Standard Deviation for All Hospitals

  Measure Score x Measure  ei  t
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Quality Program Measure Trends
• Chasing a moving target

• Measures/Domains

• National Improvement Trends

• Performance Standards

• Z-scores
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Hospital-Specific One-Pager Report

• 3-year trend for 
each hospital

• FFYs 2021-2023

• Actual 
performance on 
all 3 programs: 
VBP, RRP, HAC
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Other Quality Data Sources

• Care Compare

• Quality Net

• Other
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Key Reminders for Hospitals
• Payments are at stake

• Historical data will continue to drive these programs

• Program targets move with national performance, so 
hospitals must keep pace with the pack 

• Complexity of program measures 

• Overlap with other quality based payment reform 
programs
• VBP & HAC: CAUTI, CLABSI, Surgical Site Infection (SSI), MRSA and C-Diff Measures

• VBP & RRP: THA/TKA, AMI, HF, PN, CABG, and COPD

• HACs will have a worst performing 25%
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Contact us
www.datagen.info

1.844.DATAGEN

Thank you.
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