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CMS Finalizes Medicare Part B Changes for 2010

The Centers for Medicare and Medicaid Services has issued its annual final rule containing
changes to the Medicare Part B program for 2010." The final rule, “Medicare Program:
Payment Policies Under the Physician Fee Schedule and Other Revisions to Part B for CY
2010,” was released for public Inspection by the Office of the Federal Register on October
30, 2009, and is scheduled to be published in the November 25, 2009, Federal Register."

Part B Changes for 2010
The final rule covers a wide range of Part B coverage and reimbursement topics, including
the following:

Professional Fees, Chemotherapy Administration, and Other Part B Services: Changes in
reimbursement have been finalized for these types of services, which are reimbursed under
the Medicare Physician Fee Schedule (MPFS). Under the MPFS, each service (generally
described by a CPT code) is assigned a geographically adjusted, resource-based relative
value unit (RVU), which is multiplied by a dollar conversion factor to calculate the allowable
for the service. For example, if the geographically adjusted RVU for a service is 5.0 and the
conversion factor is $30, then the allowable for that service would be $150.

CMS adjusts RVUs each year based on measured changes in work complexity, practice
expense and malpractice expense, or to protect budget neutrality within the Part B
program. The conversion factor is updated annually.

Table 1 illustrates the impact of RVU changes in 2010 for a sampling of CPT codes. In this
illustration, assuming no change in the conversion factor, payment for the selected
chemotherapy administration services would decrease next year, while payment for the
selected office visits would rise.

Table 1: Impact of 2010 Changes to Relative Value Units for Selected Procedures
2009 2010
Transitioned Transitioned

CPT Non-Facility Non-Facility % Change

Code Description Total RVU" Total RvU" in 2010
96409 Chemo, iv push, single drug 3.10 2.98 -4%
96413 Chemo, iv infusion, 1 hr 4.09 3.90 -5%
96415 Chemo, iv infusion, add’l hr 0.93 0.84 -10%
96417 Chemo iv infusion, each add’l sequential infusion 2.04 1.92 -4%
99205 Office/outpatient visit, new (Level 5) 4.96 5.28 28%
99213 Office/outpatient visit, est (Level 3) 1.70 1.82 47%

(continued on Page 2)
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2010 Medicare Part B Proposals (continued from Page 1)

However, the conversion factor is slated to drop 21.2%,
from $36.07 per unit in 2009 to $28.41 per unit in 2010,
unless Congress intervenes (as it has in years past) to
avert the CF decrease.

This significant decrease is the result of a formula that
was designed to help maintain budget neutrality within
the Part B program by controlling rising costs attributable
to increases in the volume of services that physicians
provide. The formula (known as the Sustainable Growth
Rate, or SGR) has mandated an annual reduction in
physician payment in recent years. Congress has
intervened every year since 2004 to override the
reduction in the conversion factor.” Congressional action
later this year, including the ongoing healthcare reform
debate, may again alter the scheduled reduction in the
conversion factor for 2010.

Part B Drugs: The final rule does not discuss any changes
to the Part B drug fee schedule payment methodology for
physicians in 2010. Medicare’s policy of reimbursing
physicians for Part B-covered drugs is unchanged by the
final rule and will remain at Average Sale Price plus 6
percent for most drugs, with quarterly updates to the
drug fee schedule.

Coding Changes: Beginning January 1, 2010, Medicare

will no longer recognize CPT codes that describe office,

outpatient, or inpatient consultations. CMS will require

Part B providers to report consultations using other CPT
codes that describe office, outpatient, or hospital visits

(evaluation and management services).""

This change is of significance because the consultation
codes have historically been reimbursed at higher rates

than general evaluation and management (E&M) services.

The higher payment was due in part to increased
documentation requirements imposed by CMS. For
example, both the referring and the consulting physicians
were required to document the request for consultation,
and the consulting physician was required to provide a
written consultation report to the referring physician.
These documentation requirements did not apply to
general E&M codes.

However, there has always been a disconnect between
how the term consultation is interpreted by many
physicians and by CMS. To eliminate this difficulty, CMS
will stop accepting the consultation CPT codes beginning
January 1, 2010, and will consider a consultation as a
general E&M service instead. As a result, Medicare
payment for the consultation codes will cease, but the
RVUs for E&M services will increase. The increases shown
in Table 1 for codes 99205 and 99213 are partially due to
this change.

Consultation codes, although no longer accepted by
Medicare, are still valid CPT codes and may continue to be
recognized by many other payors. This will add a layer of
complexity to physicians’ billing, because the same service
may need to be coded different ways for different payors
in 2010.""

Physician Quality Reporting Initiative: The PQRI incentive
bonus for 2010 will remain at 2% of estimated allowed
charges for all covered professional services furnished
under the MPFS, not just those charges associated with
the reported quality measures. The 2% incentive
payment applies to items and services such as E&M
services, chemotherapy administration, surgical
procedures, and radiology procedures. It does not apply
to other items and services covered by Part B under
different payment methodologies, such as drugs, clinical
lab services, durable medical equipment, or prosthetic
devices.”

According to CMS’, key changes in the final rule will:

e Add 30 individual PQRI measures and six measures
groups on which individual eligible professionals may
report.

e Enable group practices to qualify for 2010 PQRI
incentive payment, not just individual professionals.

e Add an electronic health record (EHR)-based reporting
mechanism that will apply to ten specific PQRI
measures. Eligible professionals who satisfactorily
report data on at least three of the ten EHR-based
PQRI measures are eligible for an incentive payment.
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e Add a six-month reporting period that begins July 1,
2010, for claims-based reporting of individual
measures. In 2009, the six-month reporting period
was available only for measures group reporting or
for registry-based reporting.

Most PQRI measures available in 2009 will remain
available for reporting in 2010. Two oncology-related
measures that CMS had proposed to eliminate (Measure
143 [Oncology: Medical and Radiation - Pain Intensity
Quantified] and Measure 144 [Oncology: Medical and
Radiation — Plan of Care for Pain] were instead retained
for registry-based reporting only.” In addition, a new
measure reporting the documentation of cancer stage has
been added, also for registry-based reporting.”

E-Prescribing Incentive Program — This incentive program
will continue in 2010 and will provide an incentive
payment for successful e-prescribers equal to 2% of their
total estimated allowed charges for all professional
services furnished between January 1 and December 31,
2010." Beginning in 2012, the program will impose
penalties on eligible professionals who are not successful
e-prescribers.

Changes to this incentive program in 2010 include:

e Reporting requirements will be simplified by requiring
an eligible professional to report an e-prescribing
code only when a patient visit results in an electronic
prescription being placed. An eligible professional will
need to report this code at least 25 times during the
reporting period to be considered a successful e-
prescriber. (In 2009, physicians were required to
report one of multiple e-prescribing codes at least 50
percent of the time.)

e Eligible professionals will be able to choose whether
to submit data on the electronic prescribing measure
through claims, a qualified registry, or a qualified EHR
product.

e Group practices will be eligible for the incentive, not
just individual professionals.

Re-Implementation of the Competitive Acquisition
Program (CAP): CMS has finalized changes to the
Competitive Acquisition Program (CAP) in hopes of
attracting participants and re-implementing the program.
The CAP is a “just-in-time” delivery model for drugs
covered by Medicare Part B that are provided “incident
to” a physician’s service, and is an alternative to the
traditional “buy and bill” model of drug purchasing.

Among the changes finalized:

1.Quarterly Reimbursement Update for CAP Vendors:
Adjustments to the drug reimbursement paid by CMS to
CAP vendor(s) will occur quarterly, rather than annually.
In general, quarterly reimbursement updates will be
calculated by CMS based on the CAP vendors’
composite reasonable net acquisition cost (RNAC) data.
However, reimbursement for a drug under the CAP
program will never exceed the ASP+ 6% payment limit
that applies to physicians who purchase Part B drugs
under the “buy and bill” model. Vendors will be
required to report RNAC data to CMS after the end of
each calendar quarter.™

2.A Shorter List of Approved CAP Drugs: CMS has
established a list of 41 approved CAP drugs, down from
about 180 drugs in the original CAP program. This list
includes drugs that all CAP vendors will be required as a
minimum to provide. There are 16 oncology drugs from
the J9xxx series of HCPCS codes on the approved CAP
list."

3.Easier Method for Adding Approved Drugs: Participating
CAP vendors will have the ability to submit a request to
CMS to add drugs or biologicals to the list of drugs
furnished by the requesting vendor. Only vendors will
be eligible to request an addition; however, external
stakeholders such as physicians or manufacturers will
be permitted to approach CAP vendors to discuss the
potential addition of a drug to the vendors’ individual
approved CAP lists. "

4.Leeway to Request Removal of an Approved Drug:
Vendors will also be able to request permanent removal
of a HCPCS code from its approved CAP drug list for
which no NDCs are available due to situations outside
the vendor’s control, such as FDA action to remove a
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drug from the market, long-term unavailability of this proposal was not implemented. The CAP program
specialized raw materials or long-term manufacturing will remain open only to physicians, defined as Doctors
delays, and changes in distribution arrangements that of Medicine, Doctors of Osteopathy, Doctors of Dental
prevent the approved CAP vendor from buying or Surgery, Doctors of Dental Medicine, Doctors of
supplying the drug within CAP requirements. Podiatric Medicine, Doctors of Optometry, and

XXi

Chiropractors.
CMS approval of the HCPCS code deletion will apply

only to the vendor(s) that request the deletion. If a 8.Allowing Physician Transport of CAP Drugs Between
deletion is approved, participating CAP physicians who Practice Locations: Under the original CAP program,

are affected by the decision will have the option of CAP drugs could only be shipped directly to

remaining with the CAP vendor and purchasing the participating physicians, and those physicians could not
affected drug via the “buy and bill” model. They will transport drugs from one location to another. When the
also have the option to switch vendors, if more than CAP program is re-implemented, CMS will allow

xviii

one approved CAP vendor is available. transportation between locations, subject to voluntary

agreements between the physician and the CAP vendor,

5.A Smaller Geographic Coverage Area: The geographic product liability requirements, and State and Federal
area served by the CAP program will be restricted to the laws and regulations such as the physician self-referral
48 contiguous states and the District of Columbia during prohibition (“Stark laws”) and Federal anti-kickback
the next round of CAP vendor contracting. During the statutes. These voluntary agreements are intended in
next CAP participation period (unscheduled at this part to allow the CAP vendor to control the risk
time), the CAP program will not be available to associated with transport of a product the CAP vendor
physicians in Alaska, Hawaii, or any U.S. Territory. ™™ owns by another party. ™

6Per mi tting CAP Dr ug St oc k9. lnpactoffCAPDrugPShles on AverageSalés Bricedlfef i c e :

Under the original CAP program, participating final rule makes permanent the current policy that CAP
physicians could not maintain a stock of a CAP drug in drug units sold to approved CAP vendors are excluded
their offices due to CMS concerns about program from ASP calculations.”™"

integrity and drug diversion. CMS will now allow CAP
vendors to place electronic inventory control systems in 10. CAP Vendor Eligibility: Entities eligible to bid to

participating CAP physician offices to make a nominal become an approved CAP vendor with competitive

quantity of drugs available to physicians on demand. bidding is re-opened include those utilizing either a
pharmacy or distribution model, or a combination

A “nominal quantity” is defined as an amount that does thereof. Bidders must be appropriately licensed in all

not exceed what is typically used by the participating states.*

CAP physician’s office between the CAP vendor’s

shipping periods. CMS does not define “shipping Although CAP changes take effect on January 1, 2010,

period.” However, CMS states that this provision is not CMS has not indicated when the CAP program will be re-

intended to facilitate keeping large quantities of CAP implemented, and it is unknown at this time whether the

drugs in a participating physician’s office.™ program will be available in 2010.

7.Restricting the List of Qualified CAP Participants: Under The advance copy of the final rule can be viewed on the
the original CAP program, only physicians were eligible Office of the Federal Register Web site at
to participate in CAP. CMS proposed to expand http://www.federalregister.gov/inspection.aspx. E
eligibility to practitioners such as Nurse Practitioners,
Clinical Nurse Specialists, Physician Assistants, and
others who legally prescribe drugs that are typically
covered “incident to” a physician’s service. However,
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