Appendix E.—Medicare Part A Data Systems

Introduction

The Medicare Part A (Hospital Insurance) data sys-
tems were developed and designed for their use in the
administration of the Medicare program. Hence, the
administrative requirements of the past have governed
their content, quality, and timeliness. The Part A data
systems provide a record of reimbursement-related ac-
tions and the information on which those actions were
taken. Although they also provide an information base
for program and policy analyses and research, these
functions have been secondary. Public use tapes exist
for only two of the files discussed in this appendix,
a situation that limits the ability of outside research-
ers to pursue independent research. Nevertheless, the
Part A data systems provide a rich base, often the only
database, for evaluating some of the important impacts
of Medicare’s prospective payment system (PPS).

Basic Data Files

Medicare Part A data systems contain data in four
major categories:

+ Beneficiary enrollment and eligibility status—the
characteristics of and benefits available to the
Medicare enrolled population. The records con-
taining these data elements originate in the So-
cial Security Administration (SSA).

* Inpatient hospital claims—characteristics of the
patient, the services rendered, and the charges
billed during a hospital stay. These data originate
in hospital bills.

+ Hospital costs—capital and operating costs of
Medicare-certified hospitals. These data are sub-
mitted each year directly by hospitals to inter-
mediaries on Medicare cost reports.

« Provider characteristics—attributes of the insti-
tutions and kinds of services they provide to
Medicare patients. Data on hospital characteris-
tics are available from both the Medicare cost
reports and the process of certifying hospitals for
treatment of Medicare patients.

The data elements in these categories arrive at the
Health Care Financing Administration (HCFA) through
a variety of channels and are processed into specific
files’ including:

. the Health Insurance Master Enrollment Record
File (referred to as the HIM File), which contains
up-to-date information on each Medicare bene-
ficiary;

‘For the most part, these files are automated and can thus be con-
sidered to exist on computer tapes or disks.

+ the Hospital Stay Record File, which contains a
record of each inpatient hospital stay;

+ the Hospital Cost Report Information System
(HCRIS), which contains data extracted from the
Medicare cost reports; and

+ the Provider of Services (POS) File, which con-
tains data items pertaining to the Medicare hos-
pital certification process.

These files, which can be further manipulated or
merged as the need arises, are the basic sources for all
derivative files that may be created either to support
the operations of the health insurance programs or to
monitor and evaluate the performance or impact of
the system. Each of these data files is described in
greater detail below.

Health Insurance Master Enrollment
Record (HIM) File

The HIM File contains information supplied to HCFA
by SSA. It includes basic identifying and demographic
information about Medicare Part A beneficiaries and
also indicates whether the beneficiary is covered under
Part B of Medicare (Supplementary Medical Insur-
ance), the extent to which certain limited benefits are
still available to the beneficiary, and the beneficiary’s
current status regarding deductible and coinsurance.

The HIM File is updated frequently to reflect
changes in beneficiaries’ eligibility for benefits. All hos-
pital claims arriving at HCFA are passed against the
appropriate beneficiary’s record within a few days, and
in that process, some information about the benefici-
ary is also appended to claims records for use in the
claims files. The HIM File also contains current infor-
mation on Medicare inpatient admissions, because
with each admission the hospital makes a “query” to
HCFA through the fiscal intermediary to confirm the
patient’s eligibility for Medicare coverage. This query
is answered by checking the HIM File, and in that proc-
ess, the beneficiary’s record is flagged as a current hos-
pitalization.

Hospital Stay Record File

Prior to October 1983, the Hospital Stay Record File
aggregated individual bills pertaining to a hospital stay
for a 20-percent sample of Medicare beneficiaries (340).
Diagnostic and surgical information were coded (using
the ICD-9-CM’classification) from narratives for this
20-percent sample.

‘1 CD-9-CM, the International Classification of Diseases, 9th Re-
vision, Clinical Modification, is designed for the classification of
morbidity and mortality information for statistical purposes, and
for the indexing of hospital records by disease and operations, for
data storage and retrieval (322).
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In October 1983, hospitals were required to provide
diagnostic and procedural data for all Medicare bills,
and under PPS, the hospital will submit only one bill
per hospital stay. Since October 1983, the Hospital
Stay Record File has included diagnostic and proce-
dural information as well as provider and beneficiary
demographic data for 100 percent of Medicare hospi-
tal stays. Data on diagnoses, DRG assignment, en-
rollee demographic data, major procedures performed,
and patient charges by department are taken from the
HIM File and patient billing data supplied by the fiscal
intermediaries (contractors authorized by HCFA to
make Part A payments to hospitals). The file is up-
dated quarterly.

The procedures for reporting diagnostic information
included in the Hospital Stay Record have changed
substantially since these data became a reporting
requirement. Beginning in 1977, fiscal intermediaries
were required to report the first 45 characters of diag-
nostic information and the first 41 characters of
surgical information reported on the provider bill for
the 20-percent sample on which diagnostic information
was reported. HCFA used an automated system to
code the narratives. When codes could not be estab-
lished using the automated process, they were coded
manually.

In 1981, HCFA began to allow institutional pro-
viders to report coded ICD-9-CM information rather
than narrative. In October 1983, the reporting of this
information using ICD-9-CM cases became a
requirement rather than an option. Also in October
1983, HCFA began to require that hospitals report up
to four additional diagnostic and two additional
surgical procedure codes in addition to the principal
diagnostic and surgical codes that had been previously
required.’

The currency of the Hospital Stay Record File de-
pends largely on the timeliness of bill submission by
hospitals and processing HCFA and SSA. The vast
majority of bills are submitted within 1 month of
discharge, but some bills are submitted up to 18
months later. The average time is about 1 month, and
one-half of all bills are submitted within 17 days (394).
Intermediaries take between a week and 10 days to put
bill data on magnetic tape, edit the data for consistency
and completeness, and send them to HCFA. Thus, at
least 50 percent of the bills are processed within 2
months, but a small proportion are subject to delays
that are much longer. Transit and batching time at
HCFA takes an average of 2 to 3 weeks (394).

°As a consequence of these changes, Medicare has adopted a new
billing form, the UB-82, which provides room for the additional diag-
nostic and procedural data as well as more detailed charge data by
revenue-producing cost centers. The UB82 is currently being phased
in and is expected to be universal by the end of this year (119).

Hospital Cost Report Information System
(HCRIS)

HCRIS is a new automated database of selected in-
formation extracted from Medicare cost reports. The
cost report is submitted annually by each hospital
within 4 months of the end of its fiscal year to the fis-
cal intermediary. Until the advent of PPS, the Medi-
care cost report was the primary document on which
hospital payment was based.*

The cost report form has changed frequently and
become more complex in response to changes in law
and regulations pertaining to hospital reimbursement.
For the most part, the changes in the cost report form
have represented the addition of more detailed data
or reorganization of existing data, Several important
kinds of data have been consistently available over the
lifetime of the Medicare cost reports.’

The cost report consists of a number of worksheets
(analogous to income tax forms) which require the hos-
pital both to provide statistical and financial data and
to perform calculations to arrive at a level of reim-
bursement. The data items included in HCRIS are
those identified by HCFA as necessary to meet the
most often used and highest priority data needs. The
Medicare cost reports include the following basic
elements:

. hospital statistics—selected characteristics of the

hospital, including:
—type of ownership or control,
—number of beds available,
—inpatient days,
—average number of employees on payroll,
—number of admissions;
. operating expenses by hospital cost center;’

‘The cost report is still necessary for computing hospitals’ pay-
ments both because of the 3-year transition period and the exclu-
sion of certain costs (e. g., outpatient, capital, medical education)
from DRG payment. HCFA is required to keep hospital cost reports
until Sept. 30, 1988 (Public Law 98-21 ), but the form of those reports
may change.

*The most recent cost report form, HCFA-2552-84, is to be used
by hospitals reporting on fiscal years beginning on or after Oct. 1,
1983. This form, reporting on the first year of the PPS, is as exten-
sive as its predecessors. It consists of a total of 112 pages of forms
and worksheets, although not all of the data items are applicable
to any given hospital. The changes from the previous form (HCFA-
2552-83), e.g., items pertaining to paramedical expenditures, ap-
pear to be relatively minor additions as required by PPS. HCFA’'S
latest proposed form, HCFA-2552-85, for fiscal years beginning on
or after oct. 1, 1983, is currently being circulated outside of HCFA
for comments (117).

"While specific cost centers are defined on the cost report, hospi-
tals, may, with the approval of the intermediary, combine or break
down additional cost centers as they desire. Hospital cost centers
include revenue-producing units such as radiology or pharmacy as
well as non-revenue-producing units such as housekeeping or laun-
dry. They also include outpatient cost centers as separate entities.
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+ depreciation expenses by type (e.g., movable

equipment, buildings and fixtures);

+ capital expenditure data by project;

+ total charges by cost center;

+ Medicare charges by cost center;

+ routine inpatient nursing salary costs;

* malpractice costs; and

+ standard financial statement information—assets,

liabilities, income, etc.

Hospitals must submit a cost report to their fiscal
intermediary within 3 months of the close of their fis-
cal year; they routinely receive a 30-day extension. The
fiscal intermediary then has up to 1 year to review,
audit, and finally settle on the amount due to the hos-
pital. In this process, some data items on the cost re-
port as submitted may be challenged and changed by
the fiscal intermediary. Thus, the final settled cost re-
port data present a more accurate picture of allowed
hospital costs than do the submitted reports, but they
also involve a substantial lag time (one additional
year). The difference between the “as submitted” and
“as settled” cost reports for fiscal year 1982 was esti-
mated to be $700 million, or about 2 percent of total
Medicare hospital payments (72).

On paper, HCRIS is a powerful addition to the
Medicare data systems. Prior to its implementation in
1982, HCFA had no automated files for Medicare cost
reports. When cost reports were required for some
aspect of program operation or analysis, hard copies
would have to be obtained from the intermediaries.
For example, in computing the first weights for diag-
nosis-related groups, HCFA actually entered data from
the most recent copy of each hospital’s report which
were obtained directly from the fiscal intermediaries
(229). There is also a shortened public use version of
this data file, the HCRIS-180.

As of June 1985, the HCRIS file of cost reports for
hospitals’ fiscal years ending on or before January 1,
1982, was reasonably complete and consisted primar-
ily of “as submitted” reports. The file for fiscal years
ending between January 2, 1982 and September 29,
1983, was about 80 percent complete and primarily
consisted of settled reports. The file of cost reports for
fiscal years ending between September 30, 1983 and
September 29, 1984, data reflecting the first year of
regulations under the Tax Equity and Fiscal Respon-
sibility Act of 1982 (Public Law 97-248), was about
15 percent complete and primarily consisted of settled
cost reports (377).

About 90 percent of the data in the HCRIS data-
base is received by HCFA in automated form from fis-
cal intermediaries; the remainder (largely from those
hospitals with low Medicare utilization or an all in-
elusive/no charge structure) is received in hard copy.

Although HCRIS is intended to contain data from the
cost reports submitted by hospitals prior to settlement
as well as the final settled cost reports, HCFA has tem-
porarily suspended the transmission of “as submitted”
cost reports, purportedly because of the fiscal inter-
mediaries’ workload problems (340). HCFA’s Bureau
of Data Management and Strategy has recommended
the transmission of the “as submitted” cost reports for
the first year of PPS, hospitals’ fiscal years ending be-
tween September 30, 1983, and September 29, 1984
If this recommendation is approved, the “as submitted”
file for fiscal year 1984 could be about 80 percent com-
plete by April 1986 (377).

The expected timeframe for the completion of the
HCRIS file for final settled cost reports is at least 17
months from the end of the hospital’s fiscal year: 4
months for hospitals to submit, 12 months for the fis-
cal intermediaries to settle, and 1 month for the fiscal
intermediaries to transmit (340). Since the file for any
given fiscal year includes 200 to 300 hospitals whose
fiscal year ends August 31 (11 months after the Sep-
tember 30 fiscal year end for many other hospitals),
the whole reporting cycle takes approximately 28
months if these hospitals are included in the file for
the same fiscal year (170). To this time lag must be
added any delays in the issuance of the reporting
forms, as is the case currently. Of course, this time
lag could be shortened by the utilization of “as sub-
mitted” cost reports, but this involves some loss of ac-
curacy and, in any event, there is no “as submitted”
cost report data on the HCRIS file at present.

Provider of Services (POS) File

The POS File contains information on approxi-
mately 7,000 hospitals, 5,200 skilled nursing facilities
(sNFs), 3,000 home health agencies, 3,500 independ-
ent laboratories, and 1,600 other Medicare participat-
ing facilities. Data from Medicare certification appli-
cations and surveys form the basis for this file, which
is updated on a daily basis with new certification/
recertification information (325). Recertification infor-
mation replaces preexisting information, which is then
placed in a history file.

The POS record varies with each kind of facility and
includes some data specific to the particular provider
type. Among the data included are:

. facility location (i. e., city, State, county, Stand-

'HCFA-2552-84 was recently approved by HCFA and distributed

to the fiscal intermediaries and hospitals by mid-April and the end
of April, respectively. Fiscal year 1984 cost reports are due within
60 days after the forms and instructions are received. Obviously,
this will cause additional delay for the completion of the HCRIS
file for the first year of PPS.
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ard Metropolitan Statistical Area, HCFA region,
responsible professional standards review orga-
nizations);

facility type;

type of control;

total number of beds;

number of certified beds;

services offered; and

number of registered nurses, licensed practical
nurses, pharmacists, social workers, occupational
therapists, speech therapists, physical therapists,
and other employees.

The data for each facility in this file are identified
by the same provider number used in billing and claims
records, making it possible to link these data to the
provider records.

Derivative Files

The basic files described above are large, either be-
cause they contain many records, many data entries
on each record, or both. Derivative files are often cre-
ated to extract a smaller number of records or selected
data items, thus reducing the data processing burden.
Derivative files are also often created when data from
two or more basic files need to be linked together for
the sake of analysis. Medicare’s Part A data systems
contain three such derivative files:

. the Medicare Provider Analysis and Review

(MEDPAR) File;
. the Medicare History Sample File; and
. the Medicare Automated Data Retrieval System
(MADRS).
Each of these files is described below,

Medicare Provider Analysis and Review
(MEDPAR) File

Records in the MEDPAR File are created by merg-
ing data on the hospital’s characteristics and costs with
a shortened version of the Hospital Stay Record File.
The MEDPAR records include the data on diagnoses,
procedures, and departmental charges that are con-
tained in the Hospital Stay Record. Although the Hos-
pital Stay Record File since October 1983 has included
data on 100 percent of hospital stays, MEDPAR will
continue to report on a 20-percent sample of benefici-
aries. The 1984 MEDPAR File, like the Hospital Stay
Record File for that year, will record up to four diag-
noses and two procedure codes in addition to the prin-
cipal diagnostic and surgical codes. There is also a pub-
lic use version of this file.

The MEDPAR File is created on a quarterly basis.
The most current full year is the 1983 MEDPAR File.

In June 1985, HCFA was still working on the comple-
tion of the fiscal year 1984 MEDPAR File, and the file
was 82 to 83 percent complete. Normally, the fiscal
year 1985 MEDPAR File would have been expected
to be 94 to 95 percent complete by April 1985. The
delay is apparently due to the transition to the PPS
and data processing problems by the fiscal intermedi-
aries caused by the transition to UB-82 (119). In the
future, HCFA expects the file for any fiscal year will
be available within 3 to 6 months of the end of that
fiscal year. Because the time taken to submit bills is
to a large extent outside of HCFA’s control, it is ex-
pected that the MEDPAR file will be only 90 to 95 per-
cent complete within this timeframe.

Medicare History Sample (MHS) File

The Medicare History Sample File is based on a .5-
percent sample of Medicare enrollees for 1974 and later
and provides a history of the utilization of Medicare
services for enrollees included in the sample. Selected
enrollee characteristics are obtained from active and
inactive HIM files. Utilization data for each year are
obtained from inpatient hospital, SNF, home health
agency, and physician office and outpatient bills proc-
essed by Medicare intermediaries and carriers.

A single record for each Medicare beneficiary is up-
dated on an ongoing basis with utilization data from
the billing records as well as characteristics data from
the HIM records. Once a beneficiary is included in the
Medicare History Sample, that person remains on the
file regardless of utilization activity or death. A 5-
percent sample of new Medicare enrollees is added
each year,

One section of the Medicare History Sample record
identifies the demographic characteristics of the en-
rollee, the basis for entitlement, and where applica-
ble, date and reason for termination from Parts A and
B of the program. This section is created when the en-
rollee is first added to the Medicare History Sample
file.

Annual additions to the demographic records in-
clude data that may change over time, such as whether
the enrollee is entitled under Part B and/or Part A,
whether coverage under Part B has been accepted, the
State, county, and zip code of residence, and whether
the enrollee is a participant in a group prepaid prac-
tice plan or health maintenance organization.

The remaining sections of the Medicare History
Sample record contain charge, reimbursement, and uti-
lization data for outpatient services supplied by an in-
stitutional provider, hospital inpatient stays, home
health agency visits, SNF stays, physician services, and
other services reimbursable under Medicare. The in-
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patient stay section of the Medicare History Sample
provides information on principal diagnosis and sur-
gical procedure. It is expected that the file will con-
tain the expanded diagnosis and procedure informa-
tion obtainable from the new Hospital Stay Record File
(119).

HCFA'’s Bureau of Data Management and Strategy,
which is responsible for developing and maintaining
the Medicare History Sample file, is currently work-
ing on completion of the 1982 file. The Bureau antici-
pates that in the future the Medicare History Sample
file will be completed 12 months after the end of the
calendar year. The 1982 data, however, are taking at
least twice the amount of time to complete. The latest
available Medicare History Sample file is for 1981 and
contains 1,900,000 records, an increase of approxi-
mately 100,000 records over the previous year (261).

Medicare Automated Data Retrieval System
(MADRS)

Currently under development, the MADRS data file
is intended to reorganize and merge Medicare’s Part

A and Part B claims files to facilitate research and
make analysis less expensive. When it is completed,
MADRS will sort the claims records in HCFA'’s files
first by the year, then by the county in which the ben-
eficiary resides, and finally by the beneficiary’s health
insurance number.

This presorted file will enable researchers to access
the full array of Medicare claims made by all kinds
of providers for a set of beneficiaries without sorting
through an entire year’s worth of Part A and Part B
claims files."MADRS will also contain an index to in-
dicate the location of records for a particular county,
beneficiary, or provider (other than individual physi-
cians) on the automated data file, making access to
particular records more convenient.

Because of a number of contract difficulties and re-
source limitations, as of May 1985 the file does not
exist, and there is no indication of when it will be com-
pleted, although HCFA personnel indicate that there
is a firm intention to do so.

*HCFA estimates that the cost of sorting through 1 year of the

claims files to be about $15,000 (329).



