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SUMMARY OF THE MEDICARE END-STAGE RENAL DISEASE
CY 2013 PROSPECTIVE PAYMENT SYSTEM PROPOSED RULE

On July 2, 2012, the Centers for Medicare and Medicaid Services (CMS) released the End-Stage Renal Disease (ESRD) Prospective Payment System (PPS) Proposed Rule (Proposed Rule) for Calendar Year (CY) 2013.  Comments are due to the Agency within 60 days after the Proposed Rule is published in the Federal Register, which appears to be August 31.
   

In sum, CMS proposes to provide dialysis facilities with the largest update of any Medicare provider for the coming year – 3.1 percent.  This increase does not take into account the congressionally mandated sequestration.  There are few methodological changes in the Proposed Rule.  Most notably, CMS does not address the concerns about the comorbidity case-mix adjustors.  Although it does not state the reason in the regulation explicitly, the Agency has indicated through informal conversations with us that it did not have sufficient data to evaluate potential changes at this time but would continue to monitor the situation.
I. Routine Update and Proposed Policy Changes to the CY 2013 ESRD PPS

CMS does not propose methodological changes, but rather provides updates based upon more current data.

a. Composite Rate Portion of the ESRD PPS Blended Payment (pages 26-27)

CMS proposes that the composite rate portion of the ESRD PPS blended payment be $145.49.  This amount reflects the CY 2012 composite rate, which was $141.94, increased by a market basket update of 3.2 percent and decreased by a productivity adjustment of 0.7 percent.  Payments for facilities in the transition period will receive a blended rate equal to the sum of 75 percent of the full ESRD PPS amount and 25 percent of the basic case-mix adjusted composite payment amount.

i.  Drug Add-on Adjustment (pages 27- 33) 

CMS proposes a zero percent update to the drug add-on adjustment, which would maintain the $20.33 per treatment amount for CY 2013.  CMS calculated a 3.0 percent reduction in expenditures and a 4.6 percent growth in fee for service Medicare dialysis beneficiary enrollment.  These calculations would lead to a 1 percent reduction in the drug add-on, but because the statute requires that the drug add-on be an “increase” only, the Agency proposes not to implement the reduction.
ii. ESRD PPS Base Rate (pages 33-34) 
CMS proposes an ESRD PPS base rate of $240.88, up from $234.81 in 2011.  This amount reflects an increase in the ESRD market basket update, reduced by the productivity adjustment (2.5 percent).  This increase also reflects the Agency’s application of a wage index budget-neutrality factor of 1.000826 to the proposed base rate. 

b. ESRD Bundled Market Basket  

i. Proposed Market Basket Increase Factor and Labor-Related Share (pages 34-36) 

CMS proposes to use the same methodology set forth in the CY 2011 ESRD PPS Final Rule to compute the CY 2013 ESRD market basket increase factor and labor-related share.  This methodology is based on use of the best available, or most recently available, data.  For CY 2013, CMS projects that the market basket increase factor is 3.2 percent. 
For CY 2013, CMS proposes to continue using a labor-related share of 41.737 percent.  The Agency will also continue to use a labor-related share of 53.711 percent for the ESRD composite rate portion of the blended payment for all years of the transition period. 

ii. Productivity Adjustment (pages 36-37) 

CMS proposes a productivity adjustment for CY 2013 of 0.7 percent, which is based upon the annual economy-wide private nonfarm business multifactor productivity (MFP).

iii. Calculation of the ESRD Market Basket Update, Adjusted for the MFP for CY 2013 (pages 37-38)
CMS proposes that the MFP-adjusted ESRDB market basket update for CY 2013 is equal to 2.5 percent, calculated by reducing the ESRDB market basket update of 3.2 percent by a MFP of .7 percent. 
c. Transition Budget-Neutrality Adjustment (pages 38-40)

CMS does not propose to change the methodology to calculate the transition adjustment.  Even though it recalculates the amount using more current data, it proposes to maintain the adjustment amount at zero.
d. Proposed Updates to the Wage Index Values and Wage Index Floors for the Composite Rate Portion of Blended Payment and the ESRD PPS Payment (pages 41-42)

CMS does not propose to change the methodology it used to update the wage index values, which it finalized in the CY 2012 Final Rule.  The Agency proposes to update the wage index values using the FY 2013 IPPS pre-floor, pre-reclassified hospital wage data.

Similarly, CMS does not propose to change the labor related shares it finalized in the          CY 2012 Final Rule.  As noted above, the Agency proposes to continue to use the labor-related share of 53.711 for the composite rate portion of the blended payment during the transition and that a labor-related share of 41.737 for the ESRD PPS payment. 

i. Reduction to ESRD Wage Index Floor (pages 42-43) 

CMS does not propose any changes to the wage index floor methodology or reduction.  As such, in CY 2013, CMS will continue to reduce the wage index floor by 0.05.  This will reduce the wage index value from 0.550 to 0.500. 

ii. Polices for Areas with No Wage Data (pages 43- 44)

For CY 2013, CMS will continue to use the statewide urban average, or the average of all urban areas within a particular state, for urban areas without available hospital data. 

iii. Proposed Wage Index Budget Neutrality (pages 44- 47)

In the CY 2012 ESRD PPS Final Rule, CMS finalized that it would apply a wage index budget-neutrality adjustment to the wage index values for the composite rate portion of the blended payment in both CY 2012 and CY 2013.  Applying this type of adjustment was not necessary in     CY 2011, as budget-neutrality was achieved through a requirement set forth in Section 1881(b)(14)(A)(ii) of the Social Security Act.  CMS also finalized that it would apply the wage index budget-neutrality adjustment to the ESRD PPS base rate for purposes of the ESRD PPS portion of the blended payment during the transition, as well as for purposes of the ESRD PPS payment itself. In the CYS 2013 ESRD PPS Proposed Rule, CMS does not propose to make any changes to this methodology. 

Additionally, CMS does not propose to make any changes to its methodology for computing the wage-index budget-neutrality factor, which it also finalized in the CY 2012 ESRD PPS Final Rule.  In the CY 2013 ESRD PPS Proposed Rule, CMS outlines in greater detail which data it will use in its calculation. 

iv. ESRD PPS Wage Index Tables (pages 47)

The CY 2013 ESRD proposed wage index tables, which identify data for ESRD facilities located in urban and rural areas, are posted on the CMS website at: www.cms.gov/ESRDPayment/PAY/list.asp. 
e. Proposed Drug Policy Changes 

i. Daptomycin (pages 47-49)

CMS proposes to allow ESRD facilities to receive separate payment for daptomycin (for which payment would otherwise be included in the bundle) if they place an AY modifier and the ICD-9 code on any claim for the drug when it is furnished to treat conditions that are unrelated to ESRD, similar to how it treats vancomycin. 

ii.  Alteplase and Other Thrombolytics (pages 49-50)

In the CY 2012 ESRD PPS Final Rule, CMS excluded thrombolytic drugs from the outlier policy, as they were separately billable prior to January 1, 2011, and, therefore, not eligible for outlier payments.  In CY 2013, CMS proposes to exclude separate payment of these drugs under the composite rate portion of the blended payment as well.  

iii. Part B Drug Pricing (pages 50- 51) 

CMS proposes to use the ASP methodology to compute outlier MAP amounts, the drug add-on, and other policies that require the use of payments for drugs that would be separately paid if the ESRD PPS were not in place, in CY 2013 and in subsequent years.  CMS also proposes to use the ASP methodology to compute the composite rate portion of the blended payment during the transition. 
f. Proposed Revisions to the Outlier Policy (pages 51-56)
CMS does not propose changes to the methodology it uses to calculate the MAP or fixed dollar amounts, but importantly updates the amounts to reflect changes in utilization, which led to outlier payments representing only 0.52 percent of total payments for CY 2011.  This modification results in a higher overall base rate for facilities.  The fixed dollar loss amounts added to the predicted MAP amounts per treatment to determine the outlier thresholds will be updated from $141.21 to $113.35 for adult patients and from $71.64 to $50.15 for pediatric patients.  CMS expects that utilization factors, along with updates described in the Final Rule, will result in aggregate outlier payments close to the one percent target rate in CY 2013. 

II. Clarifications Regarding the ESRD PPS 
a. Reporting Composite Rate Items and Services (pages 60-63)
CMS raises concerns that facilities are inappropriately reporting composite rate drugs on ESRD claims and reiterates that composite rate items and services should not be reported on the facility claim.
b. Facility Responsibility for ESRD-Related Drugs and Biologicals (pages 63-65)
CMS raises concerns that some facilities are requiring beneficiaries to purchase renal dialysis drugs and telling them not to use their Part D plans to do so.  The Agency emphasizes that facilities must furnish renal dialysis items and services that are required to meet patients’ needs.  The Agency also points that ESRD facilities may not require, or induce, beneficiaries to purchase any renal dialysis item or service. 

c. Use of the AY Modifier (pages 65-67) 
Additionally, the Agency suggests that certain facilities and labs are using the AY modifier for items and services that are in fact related to ESRD.  The Agency reiterates the purposes for which the AY modifier may be used and states that it will continue to monitor claims closely to ensure such proper use.  It threatens to discontinue the AY modifier and “cease to provide separate payment for any non-ESRD-related drugs or laboratory tests furnished” if it continues to be misused.
�The page numbers reference the display copy of the Final Rule.
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