2008 Medicare Physician Fee Schedule Proposed Rule Summary
The Centers for Medicare & Medicaid Services (CMS) published the proposed physician fee schedule for 2008 on July 12.  The rule in its entirety can be found at: http://www.cms.hhs.gov/apps/ama/license.asp?file=/physicianfeesched/downloads/CMS-1385-P.pdf.

Comments will be accepted through August 31, 2007.  The final physician fee schedule rule will be published around November 1 and will be effective for services rendered on or after January 1, 2008.  The following are the major provisions of the proposed rule:

Physician Fee Schedule Update
CMS projects a negative update for 2008 of minus 9.9 percent due to the application of the Sustainable Growth Rate (SGR) formula.  This would reduce the conversion factor from $37.8975 to $34.1475.  As has occurred for the past 5 years, it is expected that Congress will intervene to prevent implementation of the negative update resulting from the formula.  The Democratic leadership of the House of Representatives is considering legislation with an update of 0.5 percent.  The attached charts reflect proposed 2008 payment rates for both the negative 9.9% update in the rule and the .5% update being considered by Congress.
Physician Work Value Changes and Budget Neutrality

CMS had deferred final decisions on changes to the relative value units (RVUs) of a number of codes from the 5-year review of work values.  In the proposed rule, CMS announces its decisions for these codes.  The majority are proctosigmoidoscopy codes, audiology codes and nursing facility and home care evaluation and management (E/M) services.  In addition, CMS is proposing a 25% increase in the anesthesia conversion factor based on analysis showing that the work values for anesthesia services were undervalued by 32%.  (Anesthesia services are paid under a separate relative value scale using actual time in the calculation of payment.) 
In order to maintain budget neutrality, CMS proposes to apply a separate adjustor to the work RVUs in 2008.  CMS proposes to apply a work adjustor of 0.8816 or a reduction of 11.8% to all work RVUs.  This represents a further reduction of work RVUs from the previous year.  The 2007 work adjustor was 0.8994 or a reduction of 10.1% to all work RVUs. Note, the published work values in Addendum B of the proposed rule do not reflect this adjustment; however, it will be factored into the actual payment rates.  

Practice Expense (PE) Changes

CMS announces several changes in the calculation of PE values.  The PE per hour for radiology services will be increased based on a change in the weighting of the survey data used to determine this value.  In addition, CMS proposes to accept the recommendations of the Practice Expense Review Committee (PERC) for changes in the direct costs of a number of codes.  The proposed rule contains a discussion of several issues relating to the calculation of equipment costs including (1) the assumption that all clinical equipment is used 50% of the time and (2) the use of an average interest rate of 11% as a proxy for financing costs of equipment.  CMS invites comments on these issues but is not proposing any change at this time.  
Impact on Hematology 

Below is a chart showing the impact of the proposed work value and PE changes on hematology and other specialties.  This does not include the effect of any change in the conversion factor.  For the most part, the projected impact on hematology and other specialties is a function of the additional one percent budget neutrality reduction and the continued phase in of the PE changes begun in 2007.  
Revisions to Geographic Practice Cost Indices (GPCIs)
CMS is required by law to review and if necessary adjust the GPCIs at least every 3 years.  Based on the review, CMS is proposing certain changes to the GPCIs for 2008.  By statute, CMS is required to eliminate the floor of 1.00 on the work GPCIs in 2008.  Most of the changes are less than +/-1 percent.  
Reporting of Anemia Quality Indicators

Effective January 1, 2008, hemoglobin or hemocrit levels must be reported with all billings for drugs (ESAs) furnished to an individual for the treatment of anemia in connection with cancer treatment.  CMS has announced new HCPCS modifiers which will be used for this purpose.  

The modifiers are:  
	HCPCS Code
	Short Description
	Long Description
	Effective Date

	 
	 
	 
	 

	EA
	ESA, anemia, chemo-induced
	ERYTHROPOETIC STIMULATING AGENT (ESA) ADMINISTERED TO TREAT ANEMIA DUE TO ANTI-CANCER CHEMOTHERAPY
	1/1/2008

	 
	 
	 
	 

	EB
	ESA, anemia, radio-induced
	ERYTHROPOETIC STIMULATING AGENT (ESA) ADMINISTERED TO TREAT ANEMIA DUE TO ANTI-CANCER RADIOTHERAPY
	1/1/2008

	 
	 
	 
	 

	EC
	ESA, anemia, non-chemo/radio
	ERYTHROPOETIC STIMULATING AGENT (ESA) ADMINISTERED TO TREAT ANEMIA NOT DUE TO ANTI-CANCER RADIOTHERAPY OR ANTI-CANCER CHEMOTHERAPY
	1/1/2008

	 
	 
	 
	 

	ED
	Hct>39% or Hgb>13g>3 cycle
	HEMATOCRIT LEVEL HAS EXCEEDED 39% (OR HEMOGLOBIN LEVEL HAS EXCEEDED 13.0 G/DL) FOR 3 OR MORE CONSECUTIVE BILLING CYCLES IMMEDIATELY PRIOR AND INCLUDING THE CURRENT CYCLE
	1/1/2008

	 
	 
	 
	 

	EE
	Hct>39% or Hgb>13g<3 cycle
	HEMATOCRIT LEVEL HAS NOT EXCEEDED 39% (OR HEMOGLOBIN LEVEL HAS NOT EXCEEDED 13.0 G/DL) FOR 3 OR MORE CONSECUTIVE BILLING CYCLES IMMEDIATELY PRIOR AND INCLUDING THE CURRENT CYCLE
	1/1/2008


Compendia for Medically Accepted indications for Off-Label uses of Drugs and Biologicals in an Anti-Cancer Chemotherapeutic Regimen

The law lists three drug compendia that may be used in determining medically accepted indications of drugs and biologicals for a cancer treatment.  These include the American Hospital Formulary Service, the AMA Drug Evaluations and the United States Pharmacopeia-Drug Information.  CMS has received requests to recognize additional compendia and/or to eliminate others.  In the proposed rule, CMS establishes a process for public notice and comment for changes to the list of compendia used to determine indications for drugs and biologicals used in cancer treatment.  
2008 Physician Quality Reporting Initiative (PQRI) 

Legislation required the Secretary of HHS to implement a voluntary quality reporting system with a bonus payment in 2007.  On July 1, 2007 CMS implemented the 2007 Physician Quality Reporting Program Initiative (PQRI).  A number of provisions related to the 2008 PQRI program have been included in this proposed rule.

2008 PQRI Implementation

In this rule CMS has published proposed quality measures for use in 2008.  Legislation requires that the final PQRI quality measures must be determined and published by November 15, 2007.  
Required by law, the 2008 PQRI measures must have been adopted or endorsed by a consensus organization such as the National Quality Forum (NQF) or AQA and developed in a consensus process.  For 2008, CMS proposes to limit the acceptable consensus organizations to NQF and AQA, but they invite comments on whether this list should be expanded.  
2008 Measures

· For 2008, CMS proposes to retain 60 of the 74 measures approved for 2007.  Their inclusion is contingent upon NQF endorsement.  Absent are measures which NQF declined to previously endorse.  CMS has stated that the measure specifications for these 60 measures proposed for inclusion in the 2008 program may still be updated or modified.  CMS has proposed to maintain the four 2007 hematology measures for the 2008 program.

· CMS proposes to select from measures currently under development by the AMA Physician Consortium for inclusion in the 2008 program provided they receive NQF or AQA adoption by November 15, 2007.  
· CMS is also considering adoption of a number of measures, developed by the Pennsylvania Quality Improvement Organization, for use by non-physicians. 

· CMS is also considering adopting two structural measures on E-prescribing and use of EHR.  Inclusion of structural measures by 2008 was required by legislation.  
· Other measures being proposed for inclusion for 2008 include AQA starter set measures, some additional NQF endorsed measures and several podiatric measures.  Both the additional AQA and NQF measures were not included in the 2007 program but are considered by CMS to be relevant to Medicare beneficiaries.  

· Inclusion of all of these measures for the 2008 program is dependent on NQF endorsement or AQA adoption by November 15, 2007.  
Medical Registries or Electronic Health Records

CMS also discusses the provision in the law that would allow an eligible professional to provide data on quality measures through an appropriate medical registry instead of through the claims process.  CMS indicates it will be exploring several different data options for this purpose.  CMS invites comments on the plans for evaluation and testing registry based quality reporting.  Finally, CMS is going to be considering the feasibility of accepting quality data submitted from Electronic Health Records at least on a limited basis.  
Physician Assistance and Quality Initiative (PAQI) Fund

The PAQI provides $1.35 billion which can be used to buy down the negative update or to provide bonus payments to physicians reporting the PQRI measures.  CMS is proposing to use the entire amount to fund bonus payments to be made in 2009 for 2008 reporting.  CMS currently estimates that the bonus payments will be approximately 1.5% of allowed services.  
Payment for Intravenous Immune Globulin (IVIG) Add-On

Because of a shortage of IVIG and the difficulty of acquiring products at the established payment rate, CMS established a HCPCS code (G0332) valued at 1.97 RVUs to provide additional payment.  While CMS notes that the market seems to have stabilized, they indicate that they plan to continue making the additional payment for 2008 only.  
Part B Drug Payment—Average Sales Product (ASP) Issues
There has been inconsistency in how manufacturers account for price concessions in reporting ASP rates, particularly when a bundle of products are being sold.  CMS proposes that beginning with the first quarter of 2008, manufacturers must allocate the total value of all price concessions proportionately according to the dollar value of the units of each drug sold under a bundled arrangement.  
Part B Drug Payment –Widely Available Market Price (WAMP) and Average Manufacturer Price (AMP) Threshold

The law gives the Secretary the discretion to disregard the ASP if surveys by the OIG determine that the WAMP or AMP is lower than the ASP by a specified percentage.  A 5% threshold is currently used for this determination and CMS indicates it plans to continue to use this threshold for 2008.

Part B Drug Payment--Clotting Factor Furnishing Fee

CMS pays a fee to hemophilia treatment centers and homecare companies for services associated with the furnishing of blood clotting factor.  Currently, the fee is $0.152 per unit, which will be increased by the percentage increase in the Consumer Price Index for medical care for 2008.  
Part B Drug Payment—Competitive Acquisition Program (CAP)

CAP is the program that gives physicians an alternative to billing directly for the costs of Part B drugs by dealing with a vendor who will supply drugs to their office and bill Medicare.  In the proposed rule, CMS announces a variety of proposed claims processing, appeals process and other changes to the CAP system.

Clinical Laboratory Fee Schedule

CMS proposes to extend its clinical diagnostic test policy to apply to the technical component of physician pathology services.  This determines the date of service when a laboratory test is performed on a stored specimen, and whether a laboratory test performed post discharge from a hospital is included in the DRG rate or is separately payable.  This would include testing to help develop the most effective chemotherapy regimen.  
Pricing of New Clinical Diagnostic Tests

CMS announces various refinements in the process for pricing new laboratory tests using either a gapfilling or crosswalking method.  
Telehealth Services

By law, office visits and consultations can be paid as telehealth services.  CMS also has the authority to identify additional telehealth services and periodically, CMS has invited comments on additions or deletions to its list.  To be added to the list, CMS must be convinced that the service is comparable to an office visit or consultation or that the use of a telecommunications system produces similar diagnostic findings or therapeutic interventions as a face-to-face delivery of a service.  In the proposed rule, CMS discusses the appropriateness of adding several services identified by commenters for possible addition to the list including subsequent hospital visits.  However, based on its review, CMS proposes only one change to the telehealth listing for 2008, which is to add Code 96116, neurobehavioral status examination.  
Imaging Services Reduction

Based on a provision of the Deficit Reduction Act of 2005, CMS caps payment for the TC of an imaging service by the payment established under the Hospital Outpatient PPS system.  The physician fee schedule rule for 2007 identified the codes considered as “imaging services.”  In this proposed rule, CMS identifies 6 additional ophthalmology services, which will be classified as imaging for this purpose.
Physician Self-Referral (Stark) Provisions
CMS is proposing several significant changes in the physician self-referral provisions, commonly known as the Stark provisions, to eliminate perceived abuse.  It is not known whether these changes will be finalized and if so what the effective date of the changes will be.   A summary of the proposed changes is available by request.  
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