The Tax Relief and Health Care Act of 2006 Passed by
Congress 12/8/06
Signed Into Law December 20, 2006
Summary

1. Dollar Conversion Factor (CF) Reduction of 5% (to $35.9848) Averted By

Congressional Action 12/8/06 - Freeze at 2006 ($37.8975)

The dollar conversion factor is the source of ongoingtfation in the medical
provider community. It is vitally important to your revenageam and whether that
stream goes up or down, since the CF is what conveztselative values for billing
codes to dollars and cents in reimbursements in theckledprogram. The trickle down
effect from a lowered conversion factor is significas it relates to managed care
contracts.

In years past, Congress has intervened to either amaitite prior year CF or to
slightly increase the CF. This year is no differemdn@ress passed legislation 12/8/06;
and one provision in this new bill is to freeze the daitamversion factor for 2007 at the
2006 level. Thus, the conversion factor for 2007 will be $37.8%de that the
conversion factor has now been the same for 3 years.

Affect on Conversion Factor for 2008?

Maintaining the dollar conversion factor at the 2006 letiDXOES NOT fix the
formula used for calculating the CF in subsequent years.

In fact, the bill specifically states that the cddtion of the CF for 2008 will be
computed as if the computation used for 2007 never occurred.

Translated, this means that the 2008 CF computation wilthes€ORIGINAL
calculated dollar conversion factor of $35.9848.

Concerns regarding this provision of the law are alrdsyg expressed with a
projection that the CF for 2008 could be reduced by anywheane 7-10%.

Physician Assistance and Quality Initiative Fund
$1.35 BILLION is allocated to this fund under the new d&gion "for payment
with respect to physician services furnished during 2008". The rdesigo promote
stability for physician payments in 2008; however this d@laount would not begin to
cover the potential pay cuts in 2008 if the dollar coneerss, in fact, reduced by as
much as 7-10%.
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For your information, below is the pattern of changeshe Dollar Conversion
Factor since 1998. Even though the Resource Based Reél&ilue Scale (RBRVS)
using dollar conversion factors was implemented in 1992 as thehanism for
determining reimbursements in the Medicare program, tae 4898 has been chosen as
the starting point for comparison since 1998 was thefeat that only oneonversion
factor for all physician services was used. Prior to 1988e were two conversion
factors - one for primary care services, and oneugical services.

Medicare Dollar Conversion Factors (CF) 1998-2006

1998 - Conversion to one CF for all services $36.6873
1999 - $34.7315
2000 - $36.6137
2001 - $38.2581
2002 - Biggest drop ever in CF (-5.4%) $36.1992
2003 - Was going t¢ 5.4%-averted

by Congress 3/1/93(6%) $36.7856
2004 - Was going t¢ 4.5% to $35.1339

MMA mandated 1.5%for 2004 and 2005 $37.3374
2005 $37.8975

2006 - Was going t9 4.4% to $36.1770
Congress intervened with DRA to maintdin a
at 2005 level $37.8975

2007 - Was going tq, 5% to $35.9848
Congress intervened to maintain at 2006 level $37.8975

Overall increase 1998 to 2007 - approximately 3%

1998-2007 - Would have been MINUS 2% if Congress had
maintained the $35.9848 !!!

(In 1992 when RBRVS was first implemented, CF was $31.001 !'!)

Continuing to accept managed care contracts offeesg than Medicare rates
needs to stop based on this data alone. Use this imggotiations.

2. The Bill Does Not Alter 10.1% Reduction to Work Relative Values
(MoreFood for Thought for Managed Care Contracting)

A comprehensive review of work relative values is requéeery 5 years in the
Medicare program's RBRVS payment methodolddye 2007 final rules reflect the
completion of this process for all billing codes for thed time since the inception of
RBRVS in 1992.

The work relative value (WRVU) makes up 52.5% of the tatabunt Medicare
pays you for a billing code.



Increases to work relative values for E/M serviceshaeen touted by CMS as
"correcting the dramatic erosion of the relative weight accorded to E/M services over the
past 14 years'. In addition, at the time of the publishing of the 2007 findés, CMS
stated,'The rule we are announcing (for 2007)will pay physicians more for the time they
spend talking with patients about their health care...\We believe that this emphasis on
personalized care will lead to better outcomes for patients, and more efficient use of
health care resources."

The problem with these statements:

A. Yes, work values for the majority of E/M services insezhsuch as:
99213 - increased 37%
99214 - increased 29%
99232 - increased 31%

BUT

B. To maintain budget neutrality for 2007, every CPT code has a 10.1%
reduction to the work relative value.
In the formula for calculating Medicare payments, every work
relative has been adjusted by 0.8994
Due to this adjustor, work RVUs for approximately 5800 rgllicodes
would decrease, while only approximately 750+ would see increases

Budget Neutrality - What Is1t?
There is a law that was passed by Congress long agt wfiyuilates that total
payments made in the Medicare program on an annual basisaghayrease from one
year to the next by anymotban $20 million due to policy changes.

With new CPT codes authorized for payment each year, nemd payment
regulations created expanding payment benefits, the $20@migla minuscule figure to
try to stay within.

In order to maintain "budget neutrality" (and stay withiry increasing spending
by $20 million), something has to be taken away. That &tbimg" is to manipulate
(lower) the Dollar Conversion Factor and/or the Redat/alues which means you, the
physician/provider, get paid less than what the real vdltieecservice should be.

Since managed care companies may simply be loading their databases with
the Medicare allowed amounts published by the Medicare carrier, YOU WILL BE
GIVING THEM afurther and unnecessary reduction to your managed care rates.

Should managed care companies benefit from a 10.1% work relative value
decrease due to something the government has implemented to maintain the federal
government budget ??




3. Physician Voluntary Reporting Program (PVRP)
Reporting Data Will Allow Providersa 1.5% Bonus Payment IF You Comply
with the Rules

http://www.cms.hhs.gov/PVRP/
(This website has everything posted that you will need to understand and bill under
PVRP)
Participatingin PVRP isVoluntary

A. Initial voluntary reporting program started 1/1/06.

Providers voluntarily registered to participate by segjing at:

www.qualitynet.org/pvrpintent

Thisis ill the site where you may register for participation
B. The Phase | project for 2006 captured data for the penodl XJune 30, 2006
and involved16 "quality measures’ with specific reporting codes across a broad
spectrum of areas such as MI, Beta blockers, antibidbicgoneumonia, cholesterol
treatment, high blood pressure, diabetes, etc.

The original 16 measures covered 19 of the 39 physician specialty
designations representing physician specialties accounting for approximately 58%
of physician fee schedule payments.

There was no compensation for participation.

C. During 2006, CMS has worked with a number of organizatiphgs{cian and
other) to continue development of quality measures.

Effective January 1, 2007 there are now a total of 66 quality measures for
reporting purposes covering approximately 32 of the 39 physician specialty
designations.

http://www.cms.hhs.gov/PVRP/Downloads/PVRPQualityM easuresL ist.pdf

There are hundreds (over 400) of new "G" reporting cddeaddition, you may
choose to use the CPT Category Code Il Code listed thstéa document posted on the
CMS website (see below for site) as of 12/6/06 is 113 pagesi §uality measure lists
the CMS "G" Codes as well as the CPT Category Il codes

http://www.cms.hhs.gov/PVRP/Downloads/PV RPM easur eSpecifications.pdf
NOTE: Oncology hastheir own specific list for download

Effective July 1, 2007 You May Qualify for Bonus Payment Based on Participating
in the PVRP
Congressional legislation passed 12/8/06 will provide an fiveenfor
participation in PVRP by providing a 1.5% bonus payment. Hex¢he rules:

a. The bonus will be paid to those patrticipating inghegram for the period 7/1/07
thru 12/31/07.



Reporting measures in 2008 will continue; BUT we have nisl&gn at the
current time guaranteeing payment for reporting.
b. The quality measures to be used are those as mehatoee; but they can be
changed at any time. Any changes, however, must bezfaAnd posted by CMS no
later than 7/1/07.
C. Individuals reporting data will be identified by thewdividual billing numbers
(such as but not limited to the NPI); but for the 2007 bopagment, the tax
identification will be used as the "billing unit".

d. In order to beeligiblefor the 1.5 % bonus payment: (80% rule)

1. If your specialty has no more than 3 quality measurambleafor
reporting, you must report all 3 measuae$east 80% of thetime.

2. If your specialty has 4 or more quality measureslablai for
reporting, you must report at least 3 of the measatre=mst 80% of the time.
e. Payment will be based on "Average Per Measure Payment Amount”

Calculated asfollows:

The total amount of allowed charges reported with aitgualkeasure will
be determined for all data submitted during the reporting pgtaded on claims
submitted not later than 2 months after the end of {hertieag period).

That figure will then be divided by the total number oflfjyaneasures for which
data are reported.
f. Payment Limitation
Total payment may not exceed the product of:
The total number of quality measures submitted AND 300 ¢uar af the
average per measure payment amount (described above).
g. Payment will be made in the form of a single consolidated payment in 2008.

4, Therapy Caps
Use of KX Modifier and Exceptions Process Should Still Be In Effect For 2007

2006 marked the implementation of therapy caps for phlysierapy/speech
language, and occupational therapy. If a beneficiary ercktee caps, then the services
could only be paid if furnished directly or under arrangementablgospital to an
outpatient or to an inpatient who is not in a coverad R stay.

Congress authorized a one year exception process, hufoor2006, to allow
services beyond the cap to continue to be paid in theeoffetting based on patient
diagnosis and the use of a KX modifiés of 12/9/06 Congress renewed this exception
process to continue for one mor e year (1/1/07-12/31/07).

The new caps for therapy services compared to 2006 &koass:

2006 2007
Physical Therapy/Speech Language Annual Cap - $1,740 $1,780
Occupational Therapy Cap - $1,740 $1,780



5. Composite Rate for Dialysis Services
Increase by 1.6% for 2007 for ESRD facilities.

6. Quality Reporting for Hospital Outpatient Servicesand ASCs
Starting in 2009 if these entities are not reporting udhata, they will receive a
payment update that is 2% less than others who aretirgpor

7. Reporting Anemia Quality Indicators for Medicare Part B Cancer Anti-
Anemia Drugs

For drugs furnished on or after January 1, 2008 (quoted from the"é&ash
request for payment, or bill submitted for a drug furnished to an individual for the
treatment of anemia in connection with the treatment of cancer shall include (in a form
and manner specified by the Secretary) information on the hemoglobin and hematocrit
levels for the individual.”

Development of these quality indicators will occur duri@g@07, will be
published, and will be effective 1/1/08.

8. Expansion of Recovery Audit Contractors RAC) to All States by 2010

Right now only Florida, California, and New York haveeb scrutinized by the
RAC.

As of 11/17/06 CMS reported that the RACs had recovered $54 IR@NLIdollars
in just these 3 states with another $232 MILLION idestifas potential overpayments.

The audits may be conducted with respect to payments nmalde Medicare Part
A or B for services that have been paid during the currecalfyear and for a period of
not more than 4 fiscal years prior to such fiscal year.

Evaluation and management services are excluded fromwbyi¢éhe RACs.

9. Extension of TC Billing for Certain Pathology Services
Direct billing for the TC for pathology services by indeperidboratories is
extended for one more year.

10. Reimburse Providersfor Administration of Vaccines that are covered under
Medicare D

Fearing that non-payment of the administration to pleng would cause access
issues for beneficiaries to receive the vaccine, theallows for administration payment
to be made to providers for 2007. Starting in 2008 administratauld be paid through
Part D.

11. Restorethe Work Geographic Practice Cost Indice (GPCI) to 1.0
Allowing this to expire would have been costly espegitdl rural providers. The
other GPCls are not affected.
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made to insure the accuracy of information. The pamy assumes no legal responsibility for the usaistse of the contents of this
document.



