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Medi care Program Revisions to Paynment Policies Under the
Physi ci an Fee Schedul e for Cal endar Year 2001

ACGENCY: Health Care Financing Adm nistration (HCFA), HHS.
ACTION: Final rule with comment peri od.

SUVMARY: This final rule with comment period nakes several
changes affecting Medicare Part B paynent. The changes i ncl ude:
refinement of resource-based practice expense rel ative val ue
units (RVUs); the geographic practice cost indices; resource-
based mal practice RVUs; critical care RVUs; care plan oversight
and physician certification and recertification for honme health
servi ces; observation care codes; ocul ar phot odynam c therapy
and ot her opht hal nol ogi cal treatnents; electrical bioinpedance;
antigen supply, and the inplantation of ventricul ar assi st
devices. This rule also addresses the coments received on the
May 3, 2000 interimfinal rule on the supplenental survey
criteria and nmakes nodifications to the criteria for data
submtted in 2001. Based on public comments we are w thdraw ng
our proposals related to the global period for insertion,

renmoval , and repl acenent of pacenmakers and cardi overter



defibrillators and low intensity ultrasound. This final rule
al so discusses or clarifies the paynent policy for inconplete
medi cal direction, pulse oximetry services, outpatient therapy
supervi sion, outpatient therapy caps, HCPCS “G Codes, and the
second 5-year refinenent of work RVUs for services furnished
begi nni ng January 1, 2002. 1In addition, we are finalizing the
cal endar year (CY) 2000 interim physician work RVUs and are
issuing interimRVUs for new and revi sed codes for CY 2001. W
are maki ng these changes to ensure that our paynent systens are
updated to reflect changes in nmedical practice and the relative
val ue of services. This final rule also announces the CY 2001
Medi car e physician fee schedul e conversion factor under the
Medi care Suppl enentary Medi cal Insurance (Part B) program as
required by section 1848(d) of the Social Security Act. The
2001 Medi care physician fee schedul e conversion factor is
$38. 2581.
DATES: Effective date: This rule is effective January 1, 2001.
Comment date: Comments on interimRVUs for selected
procedure codes identified in Addendum C and on interim practice
expense RVUs and mal practice RVUs for all codes as shown in
Addendum B wi | | be considered if we receive themat the

appropriate address, as provided below, no later than 5 p.m on



[OFR -- Please insert date 60 days after the date of publication
in the Federal Register].

ADDRESSES: Mail witten comments (1 original and 3 copies) to
the foll owm ng address only:

Heal t h Care Fi nancing Adm nistration,

Department of Health and Human Servi ces,

Attention: HCFA-1120-FC,

P. O Box 8013,

Baltinore, MD 21244-8013.

Pl ease allow sufficient tine for mailed comments to be
timely received in the event of delivery delays. |If you prefer,
you nmay deliver your witten coments by courier (1 original and
3 copies) to one of the foll owi ng addresses:

Room 443- G, Hubert H. Hunphrey Buil di ng,
200 | ndependence Avenue, SW,

Washi ngton, DC 20201 or

Room C5- 14- 03,

7500 Security Boul evard,

Baltinore, MD 21244.

Comments nailed to the two above addresses may be del ayed
and received too |late to be considered. Because of staff and
resource limtations, we cannot accept comments by facsimle

(FAX) transm ssion. |In commenting, please refer to file code

3



HCFA- 1120-FC. Comments received tinely will be available for
public inspection as they are received, generally beginning
approximately 3 weeks after publication of a docunent, in Room
443- G of the Departnent's office at 200 | ndependence Avenue,
SW, Washi ngton, DC, on Monday through Friday of each week from
8:30 to 5 p.m (phone: (202) 690-7890).

FOR FURTHER | NFORMATI ON CONTACT:

Carolyn Mullen, (410) 786-4589 or Marc Hartstein,

(410) 786-4539, (for issues related to resource-based practice
expense rel ative value units).

Kennet h Marsal ek, (410) 786-4502 (for issues related to
suppl emental practice expense survey data).

Bob Ui kowski, (410) 786-5721 (for issues related to
resour ce- based nmal practice relative value units and geographic
practice cost index changes).

Ri ck Ensor, (410) 786-5617 (for issues related to care plan
oversi ght and physician certification/recertification).

Cat hl een Scally, (410) 786-5714 (for issues related to
observation care codes).

Ji m Menas, (410) 786-4507 (for issues related to inconplete
nmedi cal direction and the 5-year review).

Roberta Epps, (410) 786-4503 (for issues related to

out pati ent/t herapy).



Marc Hartstein, (410) 786-4539 (for issues related to the
physi ci an fee schedul e update, the sustainable growh rate, the
conversion factor, and the regulatory inpact anal ysis).

D ane M| stead, (410) 786-3355 (for all other issues).
SUPPLEMENTARY | NFORMATI ON:

Copi es: To order copies of the Federal Register containing
this docunent, send your request to: New Orders, Superintendent
of Docunments, P.QO Box 371954, Pittsburgh, PA 15250-7954.
Specify the date of the issue requested and encl ose a check or
nmoney order payable to the Superintendent of Docunents, or
encl ose your Visa, Discover, or Master Card nunber and
expiration date. Credit card orders can al so be placed by
calling the order desk at (202) 512-1800 or by faxing to (202)
512-2250. The cost for each copy is $8. As an alternative, you
can view and phot ocopy the Federal Register docunent at nost
libraries designated as Federal Depository Libraries and at many
ot her public and academ c libraries throughout the country that
recei ve the Federal Register

To order the disks containing this docunent, send your
request to: Superintendent of Docunents, Attention: Electronic
Products, P.O Box 37082, Washi ngton, DC 20013-7082. Pl ease
specify, "Medicare Program Revisions to Paynent Policies Under

t he Physician Fee Schedul e for Cal endar Year 2001," and encl ose



a check or noney order payable to the Superintendent of
Docunents, or encl ose your VISA, Discover, or MsterCard nunber
and expiration date. Credit card orders can be placed by
calling the order clerk at (202) 512-1530 (or toll free at 1-
888-293-6498) or by faxing to (202) 512-1262. The cost of the
two disks is $19.

Thi s Federal Register docunent is also available fromthe
Federal Register online database through GPO Access, a service
of the U S. Governnment Printing Ofice. The Whbsite address is:
http://ww. access. gpo. gov/ nara/ i ndex. htm .

| nfformati on on the physician fee schedul e can be found on
our homepage. You can access this data by using the foll ow ng
di rections:

1. Go to the HCFA honepage (http://ww. hcfa. gov).

2. dick on "Medicare."

3. dick on "Professional/Technical Information."

4. Sel ect Medicare Paynent Systens.

5. Select Physician Fee Schedul e.

O, you can go directly to the Physician Fee Schedul e page by
typing the follow ng: http://ww. hcfa. gov/ nmedi care/pfsnain. htm

To assist readers in referencing sections contained in this
preanble, we are providing the follow ng table of contents.

Sonme of the issues discussed in this preanble affect the paynent



policies but do not require changes to the regulations in the
Code of Federal Regulations. Information on the regul ations

i npact appears throughout the preanble and is not exclusively in
section X
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G Ccul ar Phot odynam ¢ Therapy and O her Opht hal nol ogi cal
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I n addition, because of the nmany organi zations and terns to

which we refer by acronymin this final rule, we are listing



t hese acronyns and their corresponding terns in al phabeti cal

order bel ow

AVA Anmerican Medi cal Association

BBA Bal anced Budget Act of 1997

BBRA Bal anced Budget Refinenent Act of 1999

CF Conversion factor

CFR Code of Federal Regul ations

CPT [ Physicians'] Current Procedural Term nol ogy

[4th Edition, 1997, copyrighted by the American Medi cal

Associ ati on]

CPEP Clinical Practice Expert Panel

CRNA Certified Registered Nurse Anestheti st
E/'M Eval uati on and nanagenent

EB El ectri cal bioi npedance

FIVR Fair market rental

GAF Ceogr aphi ¢ adj ust nent factor

GPCI CGeographi c practice cost index

HCFA Heal t h Care Financing Adm nistration
HCPCS HCFA Common Procedure Codi ng System

HHA Hone heal th agency

HHS [ Department of] Health and Human Servi ces
| DTFs | ndependent Di agnostic Testing Facilities

MCM Medi care Carri er Manual
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MedPAC Medi care Paynent Advi sory Conm ssion

VEI Medi care Econom c | ndex

MGVA Medi cal Group Managenent Associ ation
VBA Metropolitan Statistical Area

NAMCS Nat i onal Anbul atory Medi cal Care Survey
OBRA Omi bus Budget Reconciliation Act

PC Pr of essi onal conponent

PEAC Practice Expense Advisory Conmittee
PPAC Practicing Physicians Advisory Counci
PPS Prospective paynent system

RUC [ AMVA's Specialty Society] Relative [Value] Update
Commi ttee

RvVU Rel ative val ue unit

SGR Sust ai nabl e growm h rate

SV [ AVA' s] Soci oeconom ¢ Monitoring System
TC Techni cal conponent

Backgr ound
Legi slative H story

Since January 1, 1992, Medicare has paid for physicians’
servi ces under section 1848 of the Social Security Act (the
Act), "Payment for Physicians' Services." This section contains
three major elenments-- (1) a fee schedule for the paynent of

physi ci ans' services; (2) a sustainable growmh rate for the
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rates of increase in Medicare expenditures for physicians'

services; and (3) Iimts on the amounts that nonparticipating
physi ci ans can charge beneficiaries. The Act requires that
paynments under the fee schedul e be based on national uniform
relative value units (RVUs) based on the resources used in
furnishing a service. Section 1848(c) of the Act requires that
nati onal RVUs be established for physician work, practice
expense, and mal practi ce expense.

Section 1848(c)(2)(B)(ii)(l1) of the Act provides that
adjustnents in RVUs may not cause total physician fee schedul e
paynments to differ by nore than $20 mllion from what they would
have been had the adjustments not been made. |If adjustnments to
RVUs cause expenditures to change by nore than $20 million, we
must nmake adjustnents to the conversion factors (CFs) to
preserve budget neutrality.

B. Publ i shed Changes to the Fee Schedul e

In the July 2000 proposed rule (65 FR 44177), we listed al
of the final rules published through Novenber 1999, relating to
the updates to the RVUs and revisions to paynent policies under
t he physician fee schedule. 1In the July 2000 proposed rule (65
FR 44176), we discussed several issues affecting Medicare
paynment for physicians' services, including:

Ref i nement of resource-based practice expense RVUs;
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Changes to the geographic practice cost indices;

Resour ce- based nal practi ce RVUs;

Critical care RVUs;

Care plan oversi ght and physician
certification/recertification;

Qobservation care codes;

Ccul ar phot odynam c therapy and ot her opht hal nol ogi cal
treat nents;

El ectrical bioi npedance;

The gl obal period for insertion, renoval, and
repl acenent of pacemakers and cardioverter defibrillators;

Anti gen supply;

Low intensity ultrasound; and

The inplantation of ventricul ar assi st devices.

This proposed rule also discussed or clarified the paynent
policy for inconplete nedical direction, pulse oxinetry
services, outpatient therapy supervision, outpatient therapy
caps, and the second 5-year refinenent of work RVUs for services
furni shed begi nning January 1, 2002.

This final rule affects the regulations set forth at Part
410, Suppl enmentary nedical insurance (SM) benefits and

Part 414, Paynent for Part B nedical and other services.



The information in this final rule updates information in
the July 2000 proposed rule and the May 3, 2000 interimfinal
rule with comrent period (65 FR 25664) discussed |ater.

C. Conponents of the Fee Schedul e Paynent Anmounts

Under the fornula set forth in section 1848(b) (1) of the
Act, the paynment amount for each service paid under the
physi ci an fee schedule is the product of three factors—{1) a
nationally uniformrelative value for the service; (2) a

geographi ¢ adjustnment factor (GAF) for each physician fee

schedul e area; and (3) a nationally uniform CF for the service.

The CF converts the relative values into paynent anounts.

For each physician fee schedul e service, there are three
relative values—1) an RVU for physician work; (2) an RVU for
practice expense; and (3) an RVU for mal practi ce expense. For
each of these conponents of the fee schedule there is a
geogr aphic practice cost index (GPCl) for each fee schedul e
area. The GPCls reflect the relative costs of practice
expenses, mal practice insurance, and physician work in an area
conpared to the national average for each conmponent.

The general fornmula for calculating the Medicare fee

15

schedul e anpbunt for a given service in a given fee schedul e area

can be expressed as:
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Payment = [(RVU work x GPClI work) + (RVU practice

expense x GPCl practice expense) + (RVU nal practice x
GPCl nmal practice)] x CF

The CF for CY 2001 appears in section V. The RVUs for CY
2001 are in Addendum B. The GPCls for CY 2001 can be found in
Addendum E.

Section 1848(e) of the Act requires us to devel op GAFs for
all physician fee schedule areas. The total GAF for a fee
schedul e area is equal to a weighted average of the individual
GPCls for each of the three conponents of the service. Thus,
the GPCls reflect the relative practice expenses, nal practice
i nsurance, and physician work in an area conpared to the
national average. |In accordance with the statute, however, the
GAF for the physician's work reflects one-quarter of the
relative cost of physician's work conpared to the national
aver age.

D. Devel opnent of the Relative Value Units
1. Wrk Rel ative Value Units

Approxi mately 7,500 codes represent services included in
t he physician fee schedule. The work RVUs established for the
i npl enentation of the fee schedule in January 1992 were
devel oped with extensive input fromthe physician community. A

research team at the Harvard School of Public Health devel oped
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the original work RVUs for nost codes in a cooperative agreenent

with us. In constructing the vignettes for the original RVUs,
Harvard worked with panels of expert physicians and obtained
i nput from physicians from nunerous special ties.

The RVUs for radiology services were based on the Anerican
Col | ege of Radiology (ACR) relative val ue scale, which we
integrated into the overall physician fee schedule. The RVUs
for anesthesia services were based on RVUs froma uniform
relative value guide. W established a separate CF for
anest hesia services while we continue to recognize tine as a
factor in determ ning paynment for these services. As a result,
there is a separate paynent system for anesthesia services.

2. Practi ce Expense and Mal practi ce Expense Rel ative Val ue
Units

Section 121 of the Social Security Act Amendnents of 1994
(Pub. L. No. 103-432), enacted on Cctober 31, 1994, required us
to devel op a nethodol ogy for a resource-based system for
determ ning practice expense RVUs for each physician service.
As anended by the Bal anced Budget Act of 1997 (BBA) (Pub. L. No.
105-33), section 1848(c) required the new paynent mnethodol ogy to
be phased in over 4 years, effective for services furnished in
1999, with resource-based practice expense RVUs becomng fully

effective in 2002. The BBA also requires us to inplenent
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resour ce- based nal practice RVUs for services furnished begi nni ng

in 2000.
1. Specific Proposals for Cal endar Year 2001

In response to the publication of the July 2000 proposed
rule, we received approximately 600 coments. W received
comments from i ndi vidual physicians, health care workers, and
pr of essi onal associ ations and societies. The majority of
comment s addressed the proposals related to practice expense,
observation care, antigen supplies, care plan oversight, and
certification and recertification of hone health services.

The proposed rul e discussed policies that affected the
nunber of RVUs on which paynent for certain services wuld be
based. Certain changes inplenmented through this final rule are
subject to the $20 million limtation on annual adjustnents
contained in section 1848(c)(2)(B)(ii)(lIl) of the Act.

After review ng the coments and determ ning the policies
we woul d inplement, we have estimated the costs and savi ngs of
t hese policies, and added those costs and savings to the
estimated costs associated with any other changes in RVUs for
2001. W discuss in detail the effects of these changes in the
Regul atory I npact Anal ysis (section X).

For the conveni ence of the reader, the headings for the

policy issues correspond to the headings used in the July 2000
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proposed rule. Mre detail ed background information for each

i ssue can be found in the May 2000 interimfinal rule with
comment period and the July 2000 proposed rul e.
A Resour ce-Based Practice Expense Relative Value Units
1. Resour ce- Based Practice Expense Legislation

Section 121 of the Social Security Act Amendnents of 1994
(Pub. L. No. 103-432), enacted on Cctober 31, 1994, required us
to devel op a nethodol ogy for a resource-based system for
determ ning practice expense RVUs for each physician's services
begi nning in 1998. In devel opi ng the nethodol ogy, we were to
consi der the staff, equipnent, and supplies used in furnishing
medi cal and surgical services in various settings. The
| egislation specifically required that, in inplenenting the new
system of practice expense RVUs, we nust apply the sane
budget -neutrality provisions that we apply to other adjustnents
under the physician fee schedul e.

Section 4505(a) of the BBA del ayed the effective date of
t he resource-based practice expense RVU systemuntil January 1,
1999. In addition, section 4505(b) of the BBA provided for a
4-year transition period from charge-based practice expense RVUs
to resource-based RVUs. The practice expense RVUs for CY 1999
were the product of 75 percent of charge-based RVUs and

25 percent of the resource-based RVUs. For CY 2000, the RVUs
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were 50 percent charge-based and 50 percent resource-based. For

CY 2001, the RVUs are 25 percent charge-based and 75 percent
resource-based. After CY 2001, the RVUs will be totally
resour ce- based.

Section 4505(e) of the BBA provided that, in 1998, the
practice expense RVUs woul d be adjusted for certain services in
anticipation of the inplenentation of resource-based practice
expenses beginning in 1999. As a result, we increased practice
expense RVUs for office visits. For other services in which
practice expense RVUs exceeded 110 percent of the work RVUs and
were furnished | ess than 75 percent of the time in an office
setting, we reduced the 1998 practice expense RVUs to a nunber
equal to 110 percent of the work RVUs. This limtation did not
apply to services that had proposed resource-based practice
expense RVUs that increased fromtheir 1997 practice expense
RVUs as reflected in the June 18, 1997 proposed rule (62 FR
33196). The services affected, and the final RVUs for 1998,
were published in the Cctober 1997 final rule (62 FR 59103).

The nost recent |egislation affecting resource-based
practice expense was included in the Bal anced Budget Refinenent
Act of 1999 (BBRA) (Pub. L. No. 106-113). Section 212 of the
BBRA stated that we nmust establish a process under which we

accept and use, to the maxi num extent practicable and consi stent
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with sound data practices, data collected or devel oped by

entities and organi zations. These data would suppl enment the
data we normally collect in determning the practice expense
conponent of the physician fee schedule for paynents in CY 2001
and CY 2002.
2. Current Met hodol ogy for Conmputing Practice Expense Rel ative
Val ue Unit System

Effective with services on or after January 1, 1999, we
establ i shed a new nmet hodol ogy for conputing resource-based
practice expense RVUs that used the two significant sources of
actual practice expense data we have available: the dinica
Practice Expert Panel (CPEP) data and the AMA' s Soci oeconom c
Monitoring System (SM5) data. The nethodol ogy is based on an
assunption that current aggregate specialty practice costs are a
reasonable way to establish initial estinmates of relative
resource costs of physicians' services across specialties. It
then all ocates these aggregate specialty practice costs to
specific procedures and, thus, can be considered as a "top-down"
approach. The net hodol ogy can be summari zed as foll ows:
a. Practice Expense Cost Pools.

We used actual practice expense data by specialty, derived
fromthe 1995 through 1997 SMS survey data, to create six cost

pool s--adm ni strative |abor, clinical |abor, nedical supplies,
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medi cal equi pnent, office supplies, and all other expenses.
There were three steps in the creation of the cost pools.

e Step (1) W used the AMA's SMS survey of actual cost
data to determ ne practice expenses per hour by cost category.
The practice expenses per hour for each physician respondent's
practice was cal cul ated as the practice expenses for the
practice divided by the total nunber of hours spent in patient
care activities. The practice expenses per hour for the
specialty were an average of the practice expenses per hour for
t he respondent physicians in that specialty. 1In addition, for
t he CY 2000 physician fee schedule, we used data froma survey
submtted by the Society of Thoracic Surgeons (STS) in
cal culating thoracic and cardi ac surgery's practice expense per
hour. (See the Novenber 1999 final rule (64 FR 59391) for
addi tional information concerning acceptance of this data.)

e Step (2) We determned the total nunber of physician
hours (by specialty) spent treating Medicare patients. This was
cal cul ated from physician time data for each procedure code and
from Medi care clains data

e Step (3) W calculated the practice expense pools by
specialty and by cost category by nultiplying the specialty
practi ce expenses per hour for each category by the total

physi ci an hours.
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For services with work RVUs equal to zero (including the

techni cal conponent (TC) of services with a TC and prof essi onal
conponent (PC)), we created a separate practice expense pool,
using the average clinical staff time fromthe CPEP data (since
t hese codes by definition do not have physician tine), and the
"al |l physicians" practice expense per hour.

b. Cost Allocation Mthodol ogy.

For each specialty, we separated the six practice expense
pools into two groups and used a different allocation basis for
each group
(i) Drect Costs

For direct costs (including clinical |abor, nedical
supplies, and nedical equipnent), we used the CPEP data as the
al l ocation basis. The CPEP data for clinical |abor, nedical
suppl i es, and nedical equipnment were used to allocate the
clinical I|abor, nedical supplies, and nedical equi pnment cost
pool s, respectively.

For the separate practice expense pool for services with
work RVUs equal to zero, we used 1998 practice expense RVUs to
all ocate the direct cost pools (clinical |abor, nedical
suppl i es, and nedi cal equi pnent cost pools) as an interim
measure. Also, for all radiology services that are assigned

work RVUs, we used the 1998 practice expense relative val ues for



radi ol ogy services as an interimmneasure to allocate the direct
practice expense cost pool for radiology. For all other
specialties that performradi ol ogy services, we used the CPEP
data for radiology services in the allocation of that
specialty's direct practice expense cost pools.

(ii) Indirect Costs

To allocate the cost pools for indirect costs, including
adm ni strative |labor, office expenses, and all other expenses,
we used the total direct costs, as described above, in
conbination with the physician fee schedule work RVUs. W
converted the work RVUs to dollars using the Medicare CF
(expressed in 1995 dollars for consistency with the SVMS survey
years).

The SMS pool was divided by the CPEP pool for each
specialty to produce a scaling factor that was applied to the
CPEP direct cost inputs. This was intended to match costs
counted as practice expenses in the SM5 survey with itens
counted as practice expenses in the CPEP process. Wen the
speci alty-specific scaling factor exceeds the average scaling
factor by nore than three standard devi ati ons, we used the
average scaling factor. (See the Novenber 1999 final rule (64

FR 59390) for further discussion of this issue).

24
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For procedures perforned by nore than one specialty, the

final procedure code allocation was a wei ghted average of
all ocations for the specialties that performthe procedure, with
t he wei ghts being the frequency with which each specialty
perfornms the procedure on Medicare patients.
c. Oher Methodol ogical |ssues.
(1) dobal Practice Expense Relative Value Units

For services with the PC and TC paid under the physician
fee schedul e, the global practice expense RVUs were set equal to
the sumof the PC and TC
(i1i) Practice Expenses per Hour Adjustnents and Specialty
Cr osswal ks

Since many specialties identified in our clains data did
not correspond exactly to the specialties included in the
practice expense tables fromthe SM5 survey data, it was
necessary to crosswal k these specialties to the nost appropriate
SMS specialty category. W also nmade the foll ow ng adjustnents
to the practice expense per hour data. (For the rationale for
these adjustnents to the practice expense per hour see the
Novenber 1998 final rule (63 FR 58841).)

W set the nedical materials and supplies practice

expenses per hour for the specialty of "oncol ogy" equal to the
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"all physician" nedical materials and supplies practice expenses

per hour.

e W based the adm nistrative payroll, office, and other
practi ce expenses per hour for the specialties of "physical
t herapy"” and "occupational therapy"” on data used to devel op the
sal ary equi val ency guidelines for these specialties. W set the
remai ni ng practice expense per hour categories equal to the "al
physi ci an" practice expenses per hour fromthe SM5 survey data.

e Due to uncertainty concerning the appropriate crosswal k
and tinme data for the nonphysician specialty "audiol ogist,"” we
derived the resource-based practice expense RVUs for codes
performed by audi ol ogists fromthe practice expenses per hour of
the other specialties that performthese codes.

e For the specialty of "enmergency nedicine," we used the
"all physician” practice expense per hour to create practice
expense cost pools for the categories "clerical payroll™ and
"ot her expenses.™

e For the specialty of "podiatry,” we used the "al
physi ci an" practice expense per hour to create the practice
expense pool .

e For the specialty of "pathology,"” we renoved the
supervi sion and autopsy hours reinbursed through Part A of the

Medi care program fromthe practice expense per hour cal cul ation.
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e For the specialty "maxillofacial prosthetics,” we used

the "all physician" practice expense per hour to create practice
expense cost pools and, as an interimneasure, allocated these
pool s using the 1998 practice expense RVUs.

« W split the practice expenses per hour for the
specialty "radiology"” into "radiation oncol ogy" and "radi ol ogy
ot her than radiation oncol ogy” and used this split practice
expense per hour to create practice expense cost pools for these
speci alties.

(tit) Time Associated with the Wrk RVUs

The tine data resulting fromthe refinenent of the work
RVUs have been, on average, 25 percent greater than the tine
data obtained by the Harvard study for the sanme services. W
i ncreased the Harvard research teamis time data to ensure
consi stency between these data sources.

For services with no assigned physician tinme (such as,

di al ysi s, physical therapy, psychol ogy, and many radi ol ogy and
ot her diagnostic services), we cal cul ated estimated total

physician tinme based on work RVUs, maxi mumclinical staff tine
for each service as shown in the CPEP data, or the judgnent of

our clinical staff.
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We calculated the tinme for CPT codes 00100 t hrough 01996,

using the base and tinme units fromthe anesthesia fee schedul e
and the Medicare all owed clains data.
3. Ref i nement
a. Background

Section 4505(d)(1)(C) of the BBA required us to develop a
refi nement process to be used during each of the 4 years of the
transition period. W did not propose a specific long-term
refinement process in the June 1998 proposed rule (63 FR 30835).
Rat her, we set out the paraneters for an acceptabl e refinenent
process for practice expense RVUs and solicited cormments on our
proposal. W received a large variety of conments about broad
nmet hodol ogy i ssues, practice expense per hour data, and detailed
code | evel data. W nade sone adjustnments to our proposal when
we were convinced an adjustnment was appropriate. W also
i ndi cated that we woul d consi der other comrents for possible
refinenment and that the values of all codes would be considered
interimfor 1999 and for future years during the transition
peri od.

We outlined in the Novenber 1998 final rule (63 FR 58832)
the steps we were undertaking as part of the initial refinenent

process. These steps included--
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e Establishnment of a nechanismto receive independent

advice for dealing with broad practice expense RVU techni cal and
met hodol ogi cal i ssues;

« Evaluation of any additional reconmmendations fromthe
General Accounting Ofice, the Medicare Paynent Advisory
Comm ssion (MedPAC), and the Practicing Physicians Advisory
Counci | (PPAC); and

e Consultation with physician groups and ot her groups
concerning these issues.

We al so di scussed a proposal submtted by the AMA's
Specialty Society Relative Value Update Commttee (RUC) for
devel opnment of a new advisory conmttee, the Practice Expense
Advi sory Commttee (PEAC), to review conments and
recommendati ons on the code-specific CPEP data during the
refinement period. In addition, we solicited cooments and
suggestions about our practice expense nethodol ogy from
organi zati ons that have a broad range of interests and expertise
in practice expense and survey i ssues.

In the July 22, 1999 proposed rule, the Novenber 1999 fi nal
rule, and the July 2000 proposed rule, we provided further
information on refinenment activities underway, including the
recommendations fromthe PEAC and the support contract that we

awar ded to focus on nmethodol ogic issues. The following is an



update on activities with respect to these initiatives, as well
as the status of refinenent with respect to other areas of
concern such as the SMs data and CPEP i nputs.
b. SMS Data

We have recei ved many comments on both our 1998 and 1999
proposed and final rules froma nunber of nedical specialty
soci eti es expressing concerns regarding the accuracy of the

SMS data. Sonme commenters stated their belief that the sanple

size for their specialty was not |arge enough to yield reliable

data. Oher specialties not represented in the SM5 survey

obj ected that the crosswal k used for their practice expense per
hour was not appropriate and requested that their own data be
used instead. Comenters al so raised questions about whet her
the direct patient care hours for their specialty were
overstated by the SM5 to the specialty's di sadvant age.

We consider dealing with these issues to be one of the
maj or priorities of the refinenment effort. Therefore, we have
undertaken the follow ng activities:

(1) I'nterimFinal Rule on Supplenental Practice Expense Survey
Dat a

On May 3, 2000, we published an interimfinal rule

(65 FR 25664) that set forth the criteria for physician and

non- physi ci an specialty groups to submt supplenental practice

30



31
expense survey data for use in determ ning paynents under the

physi ci an fee schedule. Section 212 of the BBRA anended section
1848(c) of the Act to require us to establish a process under
which we will accept and use, to the maxi mum extent practicable
and consistent with sound data practices, data coll ected or

devel oped by entities and organi zations. These data w ||

suppl ement the data we normally collect in determ ning the
practi ce expense conponent of the physician fee schedule for
paynents in CY 2001 and CY 2002.

To obtain data that could be used in conputing practice
expense RVUs begi nning January 1, 2001, we published the
criteria in the May 2000 interimfinal rule (65 FR 25666) t hat
we wll apply to supplenental survey data submitted to us by
August 1, 2000. We also provided a 60-day period for subm ssion
of conmments on the criteria that we will consider for survey
data subm tted between August 2, 2000 and August 1, 2001 for use
in conputing the practice expense RVUs for the CY 2002 physician
fee schedule. (See the May 2000 interimfinal rule for further
information on the criteria and process). W are responding to
coments received on the interimfinal rule in this rule, and
are publishing the criteria to be used for 2001 subm ssion.

The following are specific criteria and discussion in the

May 2000 interimfinal rule.
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Physi ci an groups must draw their sanple fromthe AVA

Physician Masterfile to ensure a nationally representative
sanpl e that includes both nenbers and non-nenbers of a physician
specialty group

Physi ci an groups nust arrange for the AVA to send the sanple
directly to their survey contractor to ensure confidentiality of
the sanple; that is, to ensure conparability in the nmethods and
data coll ected, specialties nmust not know t he nanes of the
specific individuals in the sanple.

Non- physi ci an specialties not included in the AMA's SM5 nust
devel op a nethod to draw a nationally representative sanpl e of
menbers and non-nenbers. At a mininmum these groups nust
i nclude former nmenbers in their survey sanple. The sanpl e nust
be drawn by the non-physician group’s survey contractor, or
anot her independent party, in a way that ensures the
confidentiality of the sanple; that is, to ensure conparability
in the nethods and data coll ected, specialties nmust not know the
names of the specific individuals in the sanple.

A group (or its contractors) nust conduct the survey based on
the SM5 survey instrunents and protocols, including
adm nistration and foll owup efforts, and definitions of
practice expense and hours in patient care. - |In addition, any

cover letters or other information furnished to survey sanple
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partici pants nmust be conparable to such information previously

supplied by the SM5 contractor to its sanple participants.

A group nmust use a contractor that has experience with the
SM5 or a survey firmw th experience successfully conducting
national nulti-specialty surveys of physicians using nationally
representative random sanpl es.

A group must submt raw survey data to us, including al
conpl ete and i nconpl ete survey responses as well as any cover
letters and instructions that acconpani ed the survey, by
August 1, 2000 for data analysis and editing to ensure
consi stency. All personal identifiers in the raw data nust be
elimnated. (Send data to Health Care Fi nancing Adm ni strati on,
Departnent of Health and Human Services, Attn: Kenneth Marsal ek
C4- 03-06, 7500 Security Boul evard, Baltinore, MD 21244-8013.)

Raw survey data submtted to us between August 2, 2000 and
August 1, 2001 will be considered for use in conputing practice
expense RVUs for CY 2002.

The physician practice expense data from surveys that we use
in our code-level practice expense cal cul ations are the practice
expenses per physician hour in the six practice expense
categories--clinical |abor, nedical supplies, nedical equipnent,
adm nistrative | abor, office overhead, and other. Suppl enental

survey data nust include data for these categories. ldeally, we
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would like to calculate practice expense values with precision;

however, we recogni ze that we nust achi eve a bal ance.
Conducting surveys is expensive, and there is a tension between
achieving | arge sanpl e sizes, which increases precision, and
smal | er ones, which conserves costs.

In addition, in the May 2000 interimfinal rule (65 FR 25666)
we indicated that we believed an achi evable | evel of precision
is a coefficient of variation, that is, the ratio of the
standard error of the nmean to the nean expressed as a percent,
not greater than 10 percent, for overall practice expenses or
practi ce expenses per hour. For existing surveys the standard
deviation is frequently the same magnitude as the nean. |If the
standard devi ati on equal s the nean, then a usable sanple size of
100 w Il yield a coefficient of variation of 10 percent. For
smal |, honbgeneous subspecialties, the variations in practice
expenses may be | ower because a smaller sanple size achieves
this level of precision. Oher ways of expressing precision
(for exanple, 95 percent confidence intervals) are also
acceptable if they are approximately equivalent to a coefficient
of variation of 10 percent or better. W indicated that wll
consi der surveys for which the precision of the practice
expenses are equal to or better than this |level of precision and

that nmeet the other survey criteria. Al so, we indicated that we
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w Il require docunentation regardi ng how the practice expenses

were calculated and we will verify the calculations. W have
the statutory authority, however, to determ ne the final
practi ce expense RVUs.

We also indicated that, since the physician fee schedule is
a national fee schedule, we would require that the survey be
representative of the target popul ati on of physicians
nati onw de. W can presune national representativeness if a
random sanple is drawn froma conplete nationwi de listing of the
physi ci an specialty or subspecialty and the response rate, the
percent of usabl e responses received fromthe sanple, is high,
for exanple, 80 to 90 percent. |If any of these conditions
(random sanpl e, conplete nationw de listing, and high response
rate) are not achieved, then the potential inpacts of the
devi ati ons upon national representativeness nmust be expl ored and
docunented. For exanple, if the response rate is |low, then
justification nmust be furnished to denonstrate that the
responders are not significantly different from non-responders
with regard to factors affecting practice expense. D fferential
wei ghti ng of subsanples nmay inprove the representativeness.
M nor devi ations from national representativeness may be

accept abl e.
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Comments on Criteria for Submtting Suppl enental Practice

Expense Data

We received corments from 17 specialty groups concerning
the criteria for the acceptance of supplenental data. Wile
many of these comments contai ned positive feedback on aspects of
our interimfinal rule, they all contained statenents of
opposition to specific requirenents and/ or suggestions for
i mproving the process. Qutlined below are the comments from
specialty groups and our responses concerning the requirenents
for suppl enental survey dat a.

Required Sanpling fromthe AMA's Physician Masterfile

Comrent: Four groups stated that the requirenent for
survey respondents to be drawn solely fromthe AVA Physici an
Masterfile is inappropriate for the specialties of radiol ogy and
radi ati on oncol ogy. They believe that hospital-based
radi ol ogi sts and radi ati on oncol ogi sts do not encounter the sane
practice expenses for staff and supplies as those radiol ogists
and radi ation oncol ogi sts working in freestandi ng centers.
According to the groups, radiologists and radi ati on oncol ogi sts
working in a freestanding center encounter capital intensive TC
services not incurred by hospital-based physicians and, often,

t hese TC conponent costs are borne by non-physician entities not

i ncluded in the Physician Masterfile. The groups al so believe
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that the small nunber of radiologists and radi ati on oncol ogi sts

who own and operate a freestanding center will not be
represented in a sanple fromthe Physician Masterfile. The
groups suggest that we work with the professional conmunity to
develop a list of freestanding radiation centers from which we
coul d extract a geographically diverse sanple. Alternatively,
t he groups suggest that, because of potential |ow response
rates, we include all radiation practices in the survey sanple
and use the data for those physicians not working at
freestanding centers only in the cal culation of PC services.

One group expressed concern that by sanpling fromthe AVA
Physician Masterfile, a substantial nunber of energency nedicine
practices are overlooked. The small nunber of physician
practice owners |leads to a strong possibility that these owners
will not be selected in the random sanple. They suggest that we
permt an additional sanple of |arge enmergency nedicine practice
groups to suppl enment the current survey.

Response: The Physician Masterfile is the nost extensive
list of physicians in the United States, and, therefore, we
believe it is the nost appropriate list fromwhich to develop a
random sanpl e of physicians within a specialty. Currently, we
are not aware of a conplete list of radiation and radi ation

oncol ogy practices or energency nedicine practice groups that
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exists that is nore conprehensive than the Physician Masterfile

with the informati on necessary to extract a representative
random sanple. If such a list were to exist or be developed in
the future, we would consider the appropriateness and potenti al
uses for sanpling. We would welcone information from physician
and ot her organi zations on specific data sources from which
representative sanples of physicians could be selected, if there
is concern that the AVA Masterfile is not a conprehensive |ist
for the specialty.

Comment: One group conmented that the AMA Physici an
Masterfile may contain "self-designated" dermatol ogi sts who do
not nmeet the criteria for "qualified" dermatol ogists. They
defined "qualified" dermatol ogists as board certified
der mat ol ogi sts, associates and affiliate nenbers such as
ost eopat hi ¢ dermat ol ogi sts, physicians conducting research in
dermat ol ogy, and practicing dermatol ogi sts certified by a
foreign board but now practicing in the United States.
According to the group, other, "self-designated" dermatol ogists
shoul d not be included in the sanple for dermatol ogy because
their practice expense data could be unrepresentative and
potentially damaging to the practice expense RVUs for

der mat ol ogy.



Response: Sel f-designation of specialty is not unique to
dermatol ogi sts. In the Physician Masterfile, all specialties
are based on self-designation. The SMS survey deals with the
i ssue of self-designation by asking respondents if their
specialty designation is representative of the specialty
practice fromwhich they gain the magjority of their nedica
incone. It is inportant to note that if any physician who is
sel f-desi gnated as a dermat ol ogi st furni shes dermat ol ogi cal
services to Medicare patients, it is appropriate for this
physician to be included in the sanple because this physician
recei ves income for dermatol ogical services.

Comrent: Three groups suggested that the requirenent to
sanple fromthe Physician Masterfile nmay not be reasonable, as
it serves only to limt specialties' ability to present
alternative data to us. They noted that the requirenent to
sanple fromthe Physician Masterfile is based on the assunption
t hat physicians outside of the specialty group have different
costs than nmenbers of the group. One commenter maintained that
the substantial variance in practice expenses within nmenbers’
practices makes it unlikely that non-nmenbers’ practices would
extend this variance. In addition, one group suggested that
societies representing a snmaller proportion of specialty

practitioners should be allowed to explore options for
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addressing potential bias beyond sanpling fromthe Physician

Masterfile. According to the group, nonmenbers of a specialty
society are unlikely to respond to what they consider a
time-consum ng and intrusive survey about sensitive financial

I Ssues.

Response: W believe that the commenter is arguing that is
shoul d be sufficient to draw a sanple fromthe nenbers of a
specialty society because there is unlikely to be a difference
in practice expense per hour between nmenbers and nonnmenbers of a
specialty society. Qur goal in collecting practice expense data
is to create practice expense values that reflect the costs of
bot h nenbers and non-nenbers of a specialty society. W cannot
assune that the average practice expenses of nmenbers and non-
menbers of a specialty group are conparable without data to
support this finding. The AVA Physician Masterfile is the nost
conprehensive |ist of physicians practicing in the United
States. A specialty society’'s nmenbers are likely to include
only a portion of the physicians practicing in that specialty.
Thus, we believe that it is likely that a random sanpl e sel ect ed
fromthe AVA Physician Masterfile is going to be nore
representative of a specialty than a sanple drawn froma

specialty society’s nenbership list. For this reason, we are
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mai ntai ning the requirenmnent that the sanple of physicians nust

be drawn fromthe AMA Physician Masterfile.
Required Use of SMS Survey Instrunents and Protocol

Comment: One group expressed concern that the SM5S survey
does not account for care hours induced by the Enmergency
Treat ment and Labor Act (EMIALA) in the patient care hours
question, thereby overstating the hours and understating the
practice expense costs. They recomrend that a question be added
to the SM5 that asks respondents about the patient care hours
t hey spend in an average week providi ng EMIALA-i nduced care.
Each specialty’ s average anount of EMIALA-induced care shoul d
t hen be deducted fromthe total hours spent in patient care.

The commenter recognized that this is a |long-termreconmendati on
and wi shed to work on an interimsolution with us.

Response: W understand the group's concerns and have
contracted wwth The Lewin Goup to provide recomendati ons on
both the nodification of future surveys to account for EMIALA-

i nduced patient care hours and the use of these data to adjust
practice expense values. W have al so nmade specific conmments to
the AMA requesting that this issue be addressed in any future
work they may do with regard to collecting survey data. In the
interim we have made an adjustnent to the practice expense per

hour for enmergency nedicine to address this issue. W have no
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reason to believe energency nedicine is being disadvantaged in

the interimas a result of this adjustnent. W w | consider
The Lewin Group’ s recomendat i ons.

Comment: Six groups questioned the adequacy of the SVMS
survey for the purpose of accurately assessing a particul ar
specialty’s practice expenses. For exanple, one group believes
t hat additional questions are needed to account for cardi ol ogy
TC questions. They recomend that we revise the criteria for
suppl emrental surveys to allow for the collection of additional
data through specialty-specific questions.

Response: W consider the SM5 survey to be adequate for the
pur pose of accurately assessing practice expenses. However, we
agree that additional clarification and exanples tailored to
specific specialties may inprove the accuracy of the data
coll ected. Although we do not want specialties to change the
basic structure of the SMS practice expense nodul e, we have not
precl uded any groups fromcollecting additional data specific to
the specialty in their supplenental surveys.

Comment: One group suggested that we adopt the AMA's
practice | evel Practice Expense survey in place of the SM5 and
revise the criteria for supplenental survey data accordingly.
They al so suggested that our references to the SM5 survey may be

m sunder st ood by specialty groups referencing the AMA's practice
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| evel survey instrunment, and that we nmust clarify this

distinction. Two groups recomended that the specialty groups
shoul d coll ect practice |level data, rather than individual
physi ci an esti mates. One group al so suggested that a practice
| evel survey should be devel oped to nore appropriately capture
the practice expenses.

Response: The AMA has fielded the practice expense | evel
survey with mninmal success. At this time, we understand that
the AMA does not plan to continue with the practice expense
| evel survey. W are currently using the physician | evel SM5 as
the basis for supplenental surveys, and will continue to use
this survey to maintain consistency with our existing data. W
cannot use the AMA's practice | evel survey, or any other survey,
until it has been evaluated to determne if the survey data can
be incorporated into our practice expense nethodology. In
addition, we would have to determine if it is possible to
reconcil e the outconmes of the physician | evel and practice |evel
surveys. W have asked The Lewin Group to review the AMA' s
practice | evel survey to determ ne how the data collected could
be used to cal cul ate practice expenses per hour val ues.

Comrent: Four groups requested that specialty groups be

al l owed to conduct the supplenmental surveys by mail with follow
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up phone interviews. The groups believe this will reduce the

cost of adm nistering a survey.

Response: As expl ai ned previously, to help obtain
conpar abl e data, we believe suppl enental surveys should follow
t he SM5 net hodol ogy.

Comrent: Two groups expressed concern that requiring cover
letters and other information furnished to survey participants
to be conparable to those supplied by the SM5 contractor wll
hanper response rates. They believe specialty groups shoul d be
able to provide correspondence that explains the inportance of
the data for the benefit of the specialty w thout our
"censorship.”

Response: Al t hough speci alty-specific correspondence may
i ncrease response rates, it could potentially introduce bias
into the practice expense data. W believe that it is essential
to obtain unbiased dat a.

Comrent: One group suggested we use the tax form 1120 as a
foundation for validating practice expense data. They suggested
t hat i ndependent accountants could be used to conpare the
practice expense data submtted to the actual expenses on the
tax form

Response: The Lewin Group has considered this

recormendati on and, after discussions with the AMA and nunerous
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physi ci an specialty groups, has determ ned that practitioners

may not respond to the survey if they believe their data may be
audited. However, The Lewin G oup does believe that a cl oser

i nk between the survey worksheet and a practice’s tax forns nmay
i nprove the accuracy of the data. W may consider this as a

| onger-termrefinenent issue.

Comment: One group recommended that we devel op a workabl e
alternative to the SM5 survey. They noted the indefinite
suspensi on of the SM5 survey, and the |ack of evidence that the
SM5 is the best source of obtaining practice expense data at the
specialty level as reasons for their suggestion. They suggested
we devel op a set of core questions and standard definitions to
be incorporated in each specialty’s survey. If we create an
alternative to the SM5, They requested that we take into account
t he extensive anount of tine involved in designing and
conducting an effective practice expense survey.

Response: The Lewin G oup has al ready worked with specialty
groups to nodify the SM5 survey for admnistration as a
suppl enental survey. The Lewin Goup will continue to help
specialty groups field supplenental surveys.

Comrent: One group requested that we keep the specialty
groups updated on the status of the SMS survey and any potenti al

solutions or alternate plans we develop to account for the
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absence of new SMS data. They stated that keeping the

specialties current would allow themto anticipate extra
spendi ng on survey projects.

Response: The best source of current information on the
status of the SMS survey woul d, of course, be fromthe AVA. Any
pl ans on our part would be included in information provided as
part of future revisions to practice expenses.

Comments on the Response Rate

Comrent: Seven groups objected to the response rate of 80
to 90 percent mentioned as a criterion for the presuned nati onal
representativeness of a sanple. The groups stated that the SMS
has never achieved a response rate this high, and that specialty
groups shoul d not be expected to achi eve a response rate higher
than that achieved by the SM5. Two groups suggested an
accept abl e response rate of 30 to 40 percent, and the American
Acadeny of Opht hal nol ogy (AAO suggested an acceptabl e response
rate of 30 percent. The ACR requested an acceptabl e response
rate of no higher than 65 percent. Three groups objected to our
response rate but did not suggest an alternative rate.

Response: The 80 to 90 percent response rate was presented
as a rate at which we can presune that the sanple is nationally
representative, but not as an absolute requirenent for the

acceptance of data. As we stated in the May 3, 2000 interim



final rule (65 FR 25666), we are attenpting to be as reasonabl e
as possible. However, surveys with a response rate | ower than
80 percent cannot be assuned to be nationally representative,
and, for us to accept these data, a specialty group nust
denonstrate that the survey respondents are not significantly
different from non-respondents. |In addition, based on our
review of the supplenental surveys submtted, we are nodifying
our criteria concerning an acceptable |evel of precision for
surveys. W now believe a reasonable |evel of precision for
surveys to be used for supplenenting current data is a

90- percent confidence interval with a range of plus or mnus 10
percent of the mean (that is, 1.645 tines the standard error of
the nmean, divided by the nmean, should be equal to or |ess than
10 percent of the nean).

Comment: One group commented that it is highly unlikely
that small specialties will be able to achieve the coefficient
of variation of |ess than 10 percent for overall practice
expenses or practice expenses per hour that we require for the
accept ance of supplenental data. They note that the original
SMS survey did not achieve this threshold for many snal
specialties and, therefore, question the application of the

requi renment to suppl enental surveys.

47



48
Response: I n devel opi ng the resource-based practice

expense RVUs, we consulted wi dely wth physician groups,
researchers, and others to identify possible data sources.
Nearly all comrenters agreed that the SMS data, while not
specifically designed for the purpose of establishing practice
expense RVUs, was the best available data for this purpose. W
believe our criteria, as discussed above, help assure that any
data used to supplenment the SMS data are statistically valid and
representative. Further, we believe these criteria are
reasonabl e and achi evable. For exanple, a specialty society for
t horaci c surgeons subnmtted suppl enmental data that we
incorporated | ast year. These data fromthe STS achi eve our
statistical criteria for supplenental surveys. W also note
that the 90-percent confidence interval requirenment seenms very
reasonable in that, in general, a 95-percent confidence interva
is a nore typical statistical standard val ue.

Comrent: One group requested that we provide the specialty
groups “with a conprehensive definition of ‘conplete’ and
‘“inconplete’ data in addition to an explanation of the extent to
whi ch inconplete data will be excluded or utilized in practice
expense calculations.” At a mninmm the group requested
indicators for required and non-required data fields on the

survey i nstrunent.
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Response: The required data fields for the survey

instrunment are avail able fromour contractor, The Lewin G oup
and fromthe protocols and guidelines we have created for the
suppl enmental surveys. The original SMS survey data obtained
fromthe AMA was accepted only for surveys wth conplete
practice expense and patient care per-hour information. W wll
continue to use these criteria for the acceptance of data. (A
copy of the guidelines and procedures nay be obtai ned by
contracting Lane Koeing at The Lewin Goup at (703) 269-5659.)
Dat a Adj ust nent

Comment: Three groups commented on our use of the 1995
t hrough 1997 specialty practice expense per-hour data fromthe
SM5 and our deflation of supplenental survey data to 1995
practice costs. The groups stated that we should use the nost
current data available for all specialties rather than earlier
data of questionable rel evance.

Response: W indicated in the July 2000 proposed rule (65
FR 44181) that, based on a recommendation by The Lewi n G oup, we
have incorporated the 1998 SMS data into our practice expense
per - hour cal cul ati ons and that we are now basing our practice
expense per-hour calculations on a 4-year average. Regarding
the deflation of the practice costs to 1995, as |long as the sane

deflator is used across specialties, the particular year to
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whi ch the specialties are deflated is insignificant. The base

year of 1995 was chosen to be consistent wth the data we have
al r eady.

Comment: One group commented on our decision to weight
average the supplenental data with the existing SVM5 data al ready
bei ng used. According to the group, this decision is flawed
because it erroneously assunes that the SMS data currently in
use is correct. In addition, they believe that the SM5 sanpl e
si ze for energency physicians has been too small to provide
valid data for the cal culation of practice expenses. The group
suggested that it is inappropriate for us to wei ght average data
fromthis unrepresentative sanple with suppl enental survey data
for energency physicians.

Response: The SMS data is the best data currently avail abl e
for the calculation of practice expenses. As refinenments of the
practice expense nethodol ogy are identified and included, we
will extrapolate and apply themto past SMS data to the extent
possi bl e. Wi ght averagi ng the suppl enental survey data with
the existing SM5 data would be used to increase the sanple size.
We al so established the criteria for supplenental surveys in the
May 3, 2000 interimfinal rule (65 FR 25666) as a guideline for

those specialties seeking to increase their sanple size.
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Short Tinme Frame for Data Subm ssion

Comment: Three groups expressed concern with the short
time frane we have provided for specialty groups to devel op the
survey net hodol ogies, find a contractor, and provide the data
for conputation of RVUs.

Response: Section 212 of the BBRA required that we
establish, through regulation, a process for any organi zation to
coll ect and submit supplenental survey data for use in
establishing paynents for the cal endar years 2001 and 2002
physi ci an fee schedules. Thus, the amount of work required to
be acconplished in a short tine was largely due to the
requi renents of the statute itself.

Cost Burden of the Suppl enental Surveys

Comment: Two groups comented that we should share the
cost burden for the supplenental surveys. According to the
groups, the supplenmental surveys will be filling in the data gap
|l eft by the SM5 and, therefore, we should subsidize the cost of
conpl eting the surveys. In addition, one group conmented that
the efforts needed to neet the supplenental survey requirenents
may be prohibitively costly for many specialties wthout
subsidi zation fromus. One group also comented that we should
take into account the AMA's problens with the expense of

adm nistering the SMs before fully adopting the survey protocol.
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Specifically, they suggested that we | ook for less costly, and

nore cost-effective, ways of validating the data than tel ephone
i ntervi ews.

Response: W have no funding for supplenental surveys, and
we are not currently considering such approaches. As we have
previ ously expl ai ned, we believe the SM5 data are currently the
best avail abl e source of practice cost information. W believe
there are significant, nethodol ogi cal advantages to obtai ning
practice cost information through nmulti-specialty surveys such
as SMS, rather than through surveys of nore limted groups of
specialties. The suppl enental survey process allows specialties
the option to provide additional information.

Comment: Two groups suggested that we should elimnate
sone of the criteria for the acceptance of outside survey data
if a specialty can denonstrate that the collected data are valid
practice expense data for the specialty. According to one
commenter, sonme specialty groups may have valid data that does
not exactly neet the criteria we outlined, but neverthel ess
could be a val uabl e data source.

Response: In the May 3, 2000 interimfinal rule
(65 FR 25666), we presented the criteria for specialty societies
seeking to collect new practice expense data through

suppl ement al surveys. The process established by these
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criteria, as anended by this final rule, should be followed by

specialty societies to collect future suppl enental practice
expense dat a.
Survey Contractor Requirenents

Comment: One group expressed concern about contracting for
survey research. According to the group, many specialties have
staff capabl e of analyzing the survey data. Requiring
specialties to contract for the surveys could elimnate certain
subspecialties fromadm nistering a supplenmental survey due to
cost burden.

Response: W recogni ze the cost burden of contracting for
t he suppl enental survey adm nistration; however, to ensure the
integrity of the practice expense data, we are requiring that a
disinterested third party adm ni ster suppl enental surveys.

Comrent: One group questioned our requirenent for
specialties to use a survey contractor with experience in
conducting national multi-specialty surveys of physicians using
random sanpl es. They believe that a contractor with experience
surveyi ng health care professionals and using random sanpl e
t echni ques shoul d be sufficient.

Response: We believe our initial requirenents represent a
preferred way to collect valid and reliable data. W wll,

however, consider survey contractors with experience surveying
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health care professionals, collecting financial information, and

usi ng random sanpl es.

Comrent: Two groups are concerned with our requirenent for
raw survey data to be submtted to us. One group believes that
we shoul d outsource the analysis of the survey responses. The
ot her group opposes the subnission of raw data to us because
t hey believe physicians will be unlikely to respond to sensitive
financial questions if they are inforned that their individual
responses will be sent directly to the governnent.

Response: The raw survey data have been submtted to The
Lewin Group, and they have provided us with only aggregate
practi ce expense val ues.

HCFA' s Use of the Suppl enental Survey Data

Comrent: One group expressed concern about our use of the
suppl emrental survey data. Before adm nistering an expensive
survey, they want assurance fromus that the supplenental data
will be used. Alternatively, the group believes we should
conduct a survey across all specialties. They conmented that we
nmust adopt one of these options to renove flawed data that does
not account for the unique practice expenses related to
ener gency nedi ci ne.

Response: The criteria for the consideration of

suppl emental survey data are described in this final rule. W
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anticipate incorporating data that neet these criteria in the

practice expense net hodol ogy.

Comrent: One group requested that we provide specialty
groups with the criteria for determning if data supplied
bet ween August 2, 2000 and August 1, 2001 is usable. W state
inthe interimfinal rule that submtted data will be
consi dered, but we do not state whether the criteria for
acceptance will be the sane as the criteria for data supplied by
August 1, 2000.

Response: The criteria for accepting suppl enental survey
data were presented in the May 3, 2000 interimfinal rule.

These criteria were subject to public comment, and any
nodi fi cati on we have nmade to these criteria, as a result of the
comments, are part of this final rule.

Result of Eval uation of Conments

The criteria published May 3, 2000 will be used for surveys
submitted in 2001 with the follow ng nodifications.

We had proposed that specialty groups use a contractor that
has experience with the SM5 or a survey firmw th experience
successfully conducting national multi-specialty surveys of
physi ci ans using nationally representative random sanples. W

have nodified the criteria to provide for using a contractor
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t hat has experience surveying health care professionals,

collecting financial information and using random sanpl es.

In addition, based on our review of the suppl enental
surveys submtted, we are nodifying our criteria concerning an
acceptabl e | evel of precision for surveys. W now believe a
reasonabl e | evel of precision for surveys to be used for
suppl enmenting current data is a 90 percent confidence interval
with a range of plus or mnus 10 percent of the nean; (that is,
1.645 times the standard error of the nean, divided by the nean,
shoul d be equal to or less than 10 percent of the nean).

Wth respect to response rates, we are concerned about the
| ow response rates received from suppl enmental surveys submtted
to us in 2000. Wiile we acknow edge that the timng of the
surveys (that is, short-field tinme and tinme of year) contributed
to the | ow response rates, we believe that groups will have nore
time to conduct surveys and, thus, are likely to obtain better
response rates in future surveys. Wile we continue to believe
that it is inpossible and inpractical to set rigid cutoffs, we
are expecting higher response rates than were achieved in the
suppl emental surveys submitted to us in 2000. W would like to
see detailed analyses that indicate the sanple is representative
of the population. Wile The Lewin G oup was able to perform

sone |imted anal yses of response bias for the suppl enental
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surveys received in 2000, we expect that these suppl enmental

surveys received in 2001 will provide detailed analyses with
respect to possible response bias on factors that could affect
practice expenses. Such anal yses shoul d consi der variabl es such
as specialty society nenbership, years in practice, board
certification, gender, geographic distribution of respondents,
and practice arrangenents (for exanple, solo practitioners or
| arge group practices). W w Il not consider supplenental data
in the practice expense nethodol ogy unl ess we receive detail ed
anal yses that give us confidence that survey respondents are
representative of the profession on itens that affect practice
expense. In addition, the data nust appear reasonable and
consistent with other data used to determ ne practice expense
RVUs.

Subm ssi on of Suppl enental Surveys

In response to the May 3, 2000 interimfinal rule, three
organi zati ons subm tted suppl enental survey data for
consideration. One survey was submtted by the Anerican
Physi cal Therapy Association (APTA), and a joint survey was
submtted by the American Association of Vascul ar Surgery (AAVS)
and the Society for Vascular Surgery (SVS). Qur contractor, The
Lewin G oup, has evaluated the data submtted by each

organi zati on and recomended that we use these data. The ful
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recommendati on and di scussion will be made avail abl e on the HCFA

website. W have decided to use the data submtted by the AAVS
and SVS to supplenment the information we are currently using.
However, we have deci ded not to use the data submtted by the
APTA. The revised practice expense per hour figures that we are

usi ng for vascul ar surgery are:

Clinical |[Admin |Ofice
St af f Staff | Expense | Supplies | Equi pnent | Gt her | Total

20. 2 18.1 17.7 3.2 4.5 11.4 [75.1

These figures are fromthe suppl enental survey information
provided to us fromthe Lewin G oup adjusted by the MElI so the
figures reflect 1995 data. That is, we divided the 1999
practi ce expense per hour data by the cunulative MEl for 1996-
1999 (1.0877).

Bot h suppl enental surveys have extrenely | ow response rates
(about 14 percent for vascul ar surgeons and 11 percent for
physi cal therapists). W specified the criteria we would apply
for supplenental surveys in the May 2000 interimfinal rule (65
FR 25666). While we did not establish a precise m ni num
response rate, we did indicate that surveys with response rates
| ess than 80 percent to 90 percent require an analysis to
determ ne to what extent the sanple is representative of the

popul ation. The extrenely | ow response rates achi eved by these
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two suppl enental surveys and the relatively small nunber of

responses make it extrenely difficult, and very subjective, to
determ ne whether the data are representative of each specialty.
Qur contractor was able to nmake very |imted assessnents of this
i ssue based on the data provided.

However, in our May 2000 interimfinal rule, we indicated
that, based on our review of existing physician practice expense
surveys, we believe that an achievable |level of precision is a
coefficient of variation, that is, the ratio of the standard
error of the nmean to the nean expressed as a percent, not
greater than 10 percent, for overall practice expenses or
practi ce expenses per hour. For existing surveys, the standard
deviation is frequently the sane magnitude as the nean. W
indicated in the May 2000 interimfinal rule that we would
consi der practice expenses for which the precision of the
practice expenses is equal to or better than this |evel of
precision and that neet the other survey criteria.

The data submtted by the AAVS and the SVS net the |evel of
precision. The data submtted by the APTA did not rise to this
| evel of precision; they did not neet this objective criterion
set out in the May 2000 interimfinal rule. Thus, we do not
have, in the survey data submtted by the APTA, data that

convince us of both the representativeness or the precision of



the surveys. For that reason, we are unable to incorporate the
suppl enmental survey data submtted by the APTA in the practice
expense system

We note, however, that we have made an adjustnment to the
practice expense data for physical and occupational therapy
servi ces based on other comments received. These comments and
adj ustnments are described el sewhere in this regulation.

In addition, one specialty society also submtted data
concerning clinical staff in the hospital setting. The data
submtted were not in the context of supplenental survey dat a.
We di scuss the issues addressed by these data el sewhere in this

pr eanbl e.

60
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(1i) Proposals for SMS Refinenent

In the July 2000 proposed rule (65 FR 44180), we discussed
the tasks that our contractor, The Lewin G oup, was undert aking
to assist us with broad practice expense technical and
met hodol ogi cal issues. W also highlighted the reconmendati ons
that were contained in the first draft report that the
contractor submtted, "Practice Expense Mt hodol ogy," dated
Sept enber 24, 1999. This report is on our honepage under the
title "Practice Expense Methodol ogy Report." (Access to our
honmepage i s di scussed under the "Suppl enentary |Information”
section above.)

The report contai ned various recomendati ons ai med at
increasing the validity and reliability of the AMA's SMS survey.
Al t hough the Lewin Goup's recomrendati ons were nade
specifically to address inproving the SM5 survey for cal cul ating
practi ce expense RVUs, we believe the recommendations wll be
useful in making refinenents to any other survey instrument that
may be used in calculating practice expense RVUs. The
recommendations fell into the three foll ow ng areas:

The use of data supplenentary to the SMS survey.
Suggest ed changes to the survey instrunent.
Reconmendations for using the data in calculating the

speci alty-specific practice expense per hour.
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In response to the report's recommendati ons on the use of

the SM5 data, we proposed to incorporate data fromthe 1998 SMS
survey, which is the |atest data available, into our practice
expense per-hour calculations. In addition, we proposed basing
the practice expense per hour cal culations on a 4-year average,
rat her than the 3-year average recommended in the contractor’s
report. We published a table that contained the practice
expense per-hour calculations for CY 2001 that resulted fromthe
above proposals. W al so proposed standardi zing the practice
expense data to reflect a 1995 cost year consistent with the
pricing information we are using for the estimtes of practice
expense inputs for individual procedures. To standardi ze costs,
we proposed inflating 1995 cost data by the MEl and deflating
1996 and 1997 costs data. This proposal has virtually no inpact
on the practice expense per-hour cal cul ations.

After discussions wwth the AMW s SMS staff, we did not
propose, as recomrended by our contractor, to revise edits and
trimse to the SM5 survey data to exclude data that fall outside
set acceptabl e ranges.

In the July 2000 proposed rule (65 FR 44184), we al so
di scussed the suggestions we nmade to the AMA for including
addi tional questions in the SM5 survey that would make it nore

useful for calculating specialty-specific practice expenses nore
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precisely. It now appears that the AMA nay no | onger undertake

a nulti-specialty survey to collect practice expense
information. Wile we will continue our discussion with the AVA
regardi ng any future plans for practice expense data collection,
as stated above, we believe these recommendations will be useful
in the design of any other survey used in devel oping practice
expense RVUs.

As we indicated earlier, we proposed to use data fromthe
1998 SMS to devel op the 2001 practice expense RVUs.
Furthernore, data fromthe 1999 SM5 wi ||l becone avail able |ater
this year for use in devel oping the 2002 practice expense RVUs.
In addition, section 1848(c)(2)(B) of the Act requires that not
| ess often than every 5 years, we review and nmake adjustnments to
RVUs. Thus, we are required by the statute to review and make
adjustnments to the practice expense RVUs 5 years after the end
of the transition period, that is, no |ater than 2007.
Regar dl ess of whether the AVMA continues to collect data on
practice expenses, we wll be devel opi ng plans for naking
refinenments to practice expense RVUs beyond 2002.

Comment: One specialty society indicated that SMS data
from 1998 and 1999 is avail able and we have not used this data
in the past because of fears that the data may be tainted now

t hat some physicians know that the responses could affect
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Medi care fees. The commenter recommended that we use data from

1996 through 1999, rather than the 1995 through 1998 data we
have proposed using.

Response: In the Novenmber 2, 1998 final rule (63 FR 58821),
we expressed concern about the potential biases that may exi st
in surveys collected by individual specialties and in any survey
data collected in the SM5 survey process subsequent to our
June 5, 1998 proposed rule. There is no relationship between
this concern and any deci sions that we have made with respect to
i ncorporating avail able data fromthe SMS5 survey process into
the practice expense nethodol ogy. Since SM5 survey data from
1998 was col lected nore than 1 year before the June 1998
proposed rul e announci ng the “top down” nethodol ogy, any
inmplication that we did not previously propose use of the data
because of a concern about bias in the data is inaccurate.

Rat her, we have not previously proposed using the data because
it was unavailable to us before this year’s proposed rule. In
addi tion, we did not propose using SMS data from 1999 because it
was unavailable to us at the tine of the proposed rule. W wll
consi der using 1999 data fromthe SM5 for setting 2002 physician
fee schedule rates. As we stated in our July 2000 proposed rule
(65 FR 44184), we wel cone comments on long termstrategies for

coll ecting practice expense data in the future.



65
Comment: We received two comments that indicated that the

SMS sanpl e for gastroenterology is small and i nadequate, that
the response rate in the SM5 is the | owest anong any specialty,
and that the practice expense cal cul ati ons are probably

i naccurate. One of these comenters also urged us to work with
the AMA and the medical community to inprove the aggregate
specialty-specific data. A specialty society representing

pedi atrics reiterated the concern that the pediatric specialties
are not adequately represented in the SM5, and a society
representing geriatrics also believed that the sanple size of
geriatricians is not |large enough to yield reliable data.

Anot her comment er was concerned about the inadequate sanple size
of radiation oncologists in the SM5 and believed that the use of
t he Physician Masterfil e under-sanples non-hospital based

radi ati on oncol ogi sts and over-sanpl es hospital -based radiation
oncol ogi sts, who do not incur the sanme practice expenses for
equi pnrent and staff. Several imaging specialties stated that
the SM5 does not capture the practice expenses for TC servi ces,
probably because the SM5 sanple is skewed toward professional -
conponent only providers. These commenters argued that, even if
the sanple of TC providers were adequate, the higher TC costs

woul d be diluted by the | ower PC costs, and thus it is necessary
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to performa survey of only TC providers to use in the practice

expense cal cul ati ons.

Response: Since concerns regarding the representation of
vari ous specialty societies in the SM5 data were raised
previously, we are reiterating our general response that can be
found in nore detail in the Novenber 2, 1998 final rule (63 FR
58821). As we indicated in that rule, many of the criticisnms of
the SM5 data could well be nmade about any ot her practice expense
survey. At the time, we proposed use of the SMS data for
devel oping the practice expense RVUs, we indicated that it was
t he best avail abl e data source on aggregate practice expenses.
Since we are continuing to rely on the SM5 data in the process
for determning practice expense RVUs, we believe that the
specialty-specific representation in the data is now i nproved by
i ncorporating an additional year of data. The practice expense
per hour will be based on a | arger nunber of survey responses
that will likely result in inproved representativeness of the
dat a.

Commrent: One conmenter contended that the data in the
practice expense per-hour table in the July 2000 proposed rul e
do not appear |ogical, objective, or consistent. There is an
unexpl ai ned range of clerical payroll per hour anmong simlar

specialties, and the ranking of the practice expenses anong
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specialties appears to be untenable; for exanple, the total

practice expense per hour for dermatology is alnost two tines
greater than for gastroenterol ogy.

Response: W believe that different specialties are likely
to have differences in practice expense per-hour for indirect
types of costs depending upon the nature of the practice. Wth
respect to the exanples identified, dermatol ogists are generally
in office-based practices, while gastroenterol ogi sts provide
nost services in hospitals. The nature of these types of
practices may result in very different expenses for
adm ni strative personnel. Wthout disaggregating the costs and
describing the different adm nistrative activities that are
performed by enpl oyees of the different types of specialties, it
is difficult to explain deviations in the practice expense per
hour anong specialties. Nevertheless, we reviewed data on
adm ni strative practice expenses per hour across specialties for
each individual SM5 data year and found, with some exceptions,
that there is stability anong the relative practice expense per
hour for this itemacross years. For instance, for 3 of the 4
years that there is survey data, the admnistrative practice
expense per hour for gastroenterology is between 61 and 63
percent of dermatology (in the remaining year, it is 53

percent). W believe that the apparent stability of the
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relative practice expense per hour across specialties provides

assurance of the data’s reliability.

Comment: We received a nunber of comments expressing
concern about our decision to incorporate 1998 SMS data into the
practi ce expense net hodol ogy. Several comrenters noted that
there were a small nunber of usabl e responses for sone
specialties to calculate the practice expense per hour using the
1998 SMs data, citing that cardiac and thoracic surgeons and
radi ati on oncol ogi sts had only three responses. Anot her
commenter stated that, in the past, we have been unwilling to
use SMs data if the nunber of survey respondents is low. O her
commenters expressed concern that for some specialties, the
smal | sanpl e of physicians would nmean that the practice expense
per hour could not be cal cul ated accurately and such unstabl e
data woul d produce sone substantial changes. These commenters
suggested that we not incorporate additional data, including the
1998 SMS data, until a representative practice expense sanple
can be perfornmed with an adequate nunber of respondents for al
speci alties.

One specialty commented that inclusion of the 1998 SM5 dat a
is premature because of questions regarding its validity, since
AMA is redevel oping the SM5 with the possibility of seeking

specialty-society input, and there are questions regarding the
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validity of the 1998 SM5 data. Wiile some commenters agreed

with the general principle of using the nost current data, they
argued that the quality of the 1998 SMS data does not nerit
inclusion into our practice expense per-hour calculations. One
commenter stated that the SMS survey does not recogni ze the

uni que nature of energency nedicine.

Alternatively, there were many comments that supported our
use of the 1998 SMS data. These commenters generally indicated
that we should use the nbst current data because practice
expenses may change over tinme. |In addition, these comenters
indicated that there is no evidence that the 1998 SMs data is
tainted or otherw se objectionable. Oher conmmenters indicated
that including nore survey responses fromlater SMS years w ||
result in practice expense values that are nore representative
of physicians' costs. Sone comrenters indicated that practice
expense data based on a 4-year sanple provides greater assurance
of its quality. Mny of the commenters that suggested
i ncorporating the 1998 SMS data al so i ndicated that we should
use the 1999 data fromthe SM5 when it becones avail able. O her
commenters supported our proposal to base the practice expense
per - hour cal cul ation on a 4-year average of SM5 data as opposed

to a 3-year average, because it will help to conpensate for the
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| ow nunber of survey responses from sone specialties in the

prior years’ SMS surveys.

One conmmenter believed that we should follow our
contractor's recomendati on and use a rolling 3-year average,
because using 4 years results in older data conpl eted by persons
less famliar with the SM5. (O her commenters supported using
only the latest 3 years of data to elimnate the ol dest practice
expense data fromthe methodol ogy.

Response: Wiile the |ower response rates in the 1998 SVS
data are a concern, we continue to believe it is appropriate to
i ncorporate these additional data into the practice expense
nmet hodol ogy. I n general, even though there are fewer responses
in the 1998 SMs data, it is unclear to us why this al one
i ndi cates that we should reject incorporating the data.
Cenerally, the inclusion of nore survey data will inprove the
data’ s representativeness and lead to nore stability in the
practi ce expense nethodol ogy. Furthernore, to the extent that
there are fewer responses to the 1998 SMs survey, there will be
| ess inmpact on a given specialty because the practice expense
per - hour calculation is weighted by the nunber of respondents
fromeach respective year. Wth respect to the stability of the
data, the AMA indicated that a statistical test of the data

“reveal ed only marginal evidence of a statistically significant



71
change in PE-HR across specialties when all specialty-I|evel

changes were considered jointly. In other words, the conbi ned
set of changes in relative PE-HR were with the range of what
coul d be expected by sanpling error.” Thus, although there may
have been sone | arge changes in practice expense per hour across
years for some specialties, there appears to be overal
stability across years anong all physicians.

In general, use of the 1998 SMS i nproves the stability of
the practice expense per hour and results in little specialty
| evel inpact. For the 35 specialties listed in our inpact table
in the July 2000 proposed rule (65 FR 44203), 21 specialties
wi |l experience an inpact that is near zero. There are nine
specialties that will experience an inpact of approximately 1
percent as a result of inclusion of the data. For two (cardi ac
and thoracic surgery) of the four specialties that show a
paynment inpact of approxinmately 2 percent, the data were
affected by nore than just the inclusion of the 1998 SMS dat a.
In the Novenber 1999 final rule (64 FR 59391), we indicated that
suppl enental data would be incorporated in the practice expense
per hour and we would not include data fromthe 1995 SM5. W
are now addi ng the 1995 SMS data as well as the 1998 SMsS data to
the calculation of practice expense per hour and increased the

i kelihood that there would be a larger inpact on the practice
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expense per hour. For one specialty (physical and occupati onal

t herapy, included in the nonphysician practitioner category), we
made an error in the practice expense per hour calculation in
the July 2000 proposed rule. After correcting this error, there
is only approximately a 1l-percent increase in the nonphysician
practitioner category fromincorporating the additional SVS
data. W believe that these results support the argunent that
the practice expense per hour is generally stable and that it is
appropriate to include 1998 SMS data in the practice expense
met hodol ogy.

Wth respect to the coment that it is premature to
i ncorporate 1998 SMs data into the practice expense net hodol ogy
because of AMA efforts to redesign the survey and include
specialty society input, we are unsure of the AMA's efforts in
this regard. Nevertheless, while we would wel cone
mul ti specialty involvenent in an effort to collect practice
expense data specifically for the purpose of determning
rel ative value units, we believe that such efforts should not
have any bearing on our decision to incorporate |ater SVMS data
into the practice expense nethodology at this time. If new data
were to be collected under a redesigned survey process, it could

be at | east 2 years before such data is available to us. In the
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interim we believe it is appropriate to include the |atest SMS

data into our nethodol ogy.

We disagree with the commenter who suggested that the ol der
SM5 data should be elimnated fromthe practice expense per hour
cal cul ati ons because the surveys were conpl eted by respondents
less famliar with the SM5. The SM5 is a | ongstandi ng survey
that was originally devel oped by the AMA in 1981. There is no
evi dence that data fromearlier SM5 surveys is less reliable
than | ater survey information

Comment: A commrenter representing urologists stated that,
if we are not going to accept our contractor’s reconmendation to
revise the edits and trinms to the SM5 survey data, the use of
medi an val ues, rather than neans, would produce the nost fair
relative ranking of the practice expense per hour anong nedi cal
specialties.

Response: W believe it is appropriate and consistent with
the statute to use the nmean practice expense per hour rather
than the nedian. Under the practice expense nethodol ogy, the
practice expense per hour for each specialty is multiplied by
t he physician time per procedure and nunber of Medicare all owed
services and sutmmed at the specialty level to produce aggregate
specialty cost pools. In theory, the aggregate practice expense

pool s woul d refl ect actual physicians’ costs if the utilization
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data for all payers, not just Medicare payers, were used. (In

reality, however, the data is potentially biased by the
i nclusion of md-level practitioners. See the June 5, 1998
proposed rule (63 FR 30832) for a nore detail ed discussion of
this issue). |If the nedian practice expense per hour were used,
however, the aggregate cost pools would not be reflective of
physi ci ans’ actual expenses, because very high-cost or | ow cost
practice data woul d be excluded. Since the statute indicates
that we should “recognize all staff, equipnment, supplies and
expenses,” we believe use of the nean rather than the nedi an
practice expense per hour will result in the practice expense
RVUs being nore reflective of all physician practice costs.
Comment: W received several conments that were concerned
about the AMA's decision to no | onger collect practice expense
data fromthe SM5. One commenter noted that the Lewin G oup
recomendati ons described in the proposed rule were ained at
i mprovi ng the SM5 surveys and/or practice | evel surveys that the
AMA no longer intends to perform (Qher commenters expressed
concern about plans for gathering practice expense data for
years after 1999, particularly if the AMA will not continue the
SM5 survey. Two commrenters recommended that we initiate a
di al ogue with specialty societies to devel op a workabl e

alternative and another that we consider creating and funding a
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survey to collect practice expense data in the future. One

organi zati on commented that the AMA's decision to no | onger

coll ect practice expense data neans that issues related to
unconpensated care in the practice expense nethodol ogy will not
be addressed. This commenter stated that we should continue to
work with energency physicians to ensure that what the society
feels are fl awed practice expense data are no |l onger used to
determ ne paynent anounts for emergency physicians.

Response: W share these comenters' concerns about the
AMA' s decision to no | onger collect practice expense dat a.
However, we continue to believe that the recommendati ons of the
Lewin Group and our suggestions to the AMA regardi ng
i nprovenents that could be nade to the SM5 and practice | eve
survey will be helpful in future practice expense data
collection efforts. As the AMA indicated in a letter to us (see
63 FR 30829 for the AMA's nore detailed comments), the SMS data
were never collected for the purpose of developing relative
val ues. The Lewin G oup recomrendati ons and our suggestions to
the AMA were intended to tailor the SM5 or a practice |evel
survey to be nore suitable for this purpose. Wile our conments
wer e addressed specifically to inproving the ability of the SVMS
or a practice level survey to be used for devel oping practice

expense RVUs, there is no reason that these suggestions would
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not be equally valid for any alternative practice expense survey

i nstrunent that may be devel oped. Thus, we continue to believe
that there is nmerit in the work of the Lewwn Goup and in our
suggestions on i nprovenents to the AMA survey.

Wth respect to the concerns expressed about gathering
practi ce expense data beyond 1999, we have published criteria
that specialties nust followto submt supplenmentary practice
expense survey data that can be included in the practice expense
calculations. Thus, there is a process for specialties to
coll ect representative data on practice expenses for a specialty
that can be used to influence the cal cul ation of practice
expense RVUs. Furthernore, we are currently planning to use
1999 SMS data to determine the practice expense per hour for
cal cul ating practice expense RVUs for 2002. Thus, the fully
i npl enent ed resource-based practice expense RVUs will be based
on a wei ghted 5-year average of the | atest SMS survey data.

Regar dl ess of whether the AMA were to continue the SMS
survey, it is unclear whether it would be necessary or even
desirable to incorporate nore recent practice expense per hour
data into the nethodol ogy on an annual basis. Wile the
practice expense may increase or decrease over tine, the
i nportant variable for the practice expense nethodol ogy is

whether there is a relative change anong specialties in practice



77
expense per hour. Again, wth exceptions for sone specialties,

there generally appears to be stability in the relative practice
expense per hour anong specialties in the SM5 data we are using.
| ndeed, there generally was little redistribution in paynent
resulting fromuse of the latest SM5 data. For 21 of the 35
specialties listed in Table 1 of the July 2000 proposed rule (65
FR 44203), the percent change in practice expense fromusing the
| at est SMS data was near zero. For nine of the remaining 14
specialties, the inpact on paynents was only 1 percent. For
only five of 35 specialties |isted was the inpact on paynents 2
percent or greater. Thus, if there is year to year stability in
the relative practice expense per hour anmong specialties, it

will likely make little difference whether we incorporate

addi tional practice expense data into the methodol ogy.

However, it is possible that there were will be nore
significant changes in relative practice expense per hour over
time anong specialties. The statute requires that we nake
refinements in the practice expense RVUs at |east every 5 years.
Wil e we expect to continue making refinements to the inputs for
i ndi vi dual codes on an annual basis, it could be several years
before we mght require practice expense data froma nulti-
specialty survey after the initial refinenment period ends in

2002. Wiile we consider how to approach this issue, we wel cone
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the coments that suggested that we seek input fromthe nmedica

community in developing a nutually satisfactory and equitable
approach to obtaining the needed information on practice
expenses for future refinenent efforts.

Comment: A society representing vascul ar surgeons
commented that separately billable income should be deducted
from practice expenses as part of the practice expense per hour
cal cul ati ons, because the inclusion of this income may account
for the inexplicably wide range in the practice expense
cal cul ati ons anong special ti es.

Response: W agree that it is desirable to identify
separately billable services. As explained el sewhere, this is
an issue for future SMS revi sions.

Comrent: One commenter suggested that we nove the SMS
clinical |abor expenses to the indirect expense category, as was
done wth the adm nistrative |abor cost. The comenter stated
that with the inclusion of high adm nistrative costs, the
indirect costs will vary considerably anong specialties and
expressed their concern that the determ nation of the scaling
factor is not an equitable nmeans to distribute these indirect
costs. The conmenter encouraged us, along with our contractor,

to examne this issue in detail
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Response: W are reviewing issues related to indirect

expenses with our contractor.

Comrent: A comrenter stated that separately billable
income of md-|level practitioners should be deducted from
practice expenses as part of the practice expense per hour
cal cul ations. The comenter suggested that the total practice
expense pools should be adjusted by the Medicare incone received
by physicians for the work of physician assistants and ot her
m d-1 evel practitioners. The comenter indicated that the pools
can be adjusted easily for cardiac and thoracic surgery because
the data on billing for these md-level practitioners are easily
avai l abl e fromour data files.

Response: W believe that the nunmerator of the practice
expense per hour cal cul ation shoul d exclude any costs associ at ed
with md-level practitioners and the denom nator shoul d incl ude
their patient care hours. Unfortunately, the data fromthe SM5
do not permt the calculations to be perfornmed in this way. W
believe that this issue should be addressed in any
mul tispecialty survey instrunent that will be used in the future
to collect practice expense data and determ ne practice expense
RVUs. W disagree with the commenter that there is a feasible
way of making an adjustnent to the aggregate practice expense

pool s thensel ves to address this issue. Wile it is unclear
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fromthe conment about how such an adjustnent would be nmade, it

is possible that the commenter believed that we can use Medicare
utilization data to determ ne the proportion of total allowed
services for cardiac thoracic surgery procedures, where the
specialty data indicates that the service is perfornmed by a m d-
| evel practitioner assisting at surgery; perhaps the commenter
assunes that we would use this proportion to reduce the size of
t he aggregate cost pool. W believe that it is not possible to
make an equitable adjustment in this way. First, the aggregate
cost pools are constructed using a total practice per hour
figure, and the proportional adjustrment would reflect only

Medi care data. Second, it is not clear to us how such a

cal cul ation woul d be made. An assunption would have to be made
that where a md-level practitioner is performng a given type
of service, the work is being furnished for a given type of
physi ci an specialist. For instance, if a physician assistant is
assisting at surgery for a heart procedure, we would have to
assunme that practitioner is working for a cardiac or thoracic
surgeon. Even this sinplified exanple presents a dil emms,
because it woul d be unclear whether to adjust the pool of the
cardiac or thoracic surgeon in this instance. W believe that,
even if these assunptions could be made for sone services, it

woul d be difficult to nmake simlar assunptions, for exanple, for
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eval uati on and managenent services when the md-| evel

practitioner could be working for one of many different
specialists. For these reasons, we are not meki ng an adj ust nent
to the practice expense pools at this tine.

(ti1) Drect Patient Care Hours

In our July 2000 proposed rule (65 FR 44184), we discussed
t he many concerns that have been raised fromvarious specialty
soci eties concerning our calculation of direct patient care
hours. Several previous comenters representing surgical
specialty societies have rai sed concern that the hours conputed
for their specialties have been overstated, because non-bill able
hours, such as stand-by time, have been included. In addition,
comenters representing energency room physicians raised the
i ssue that the hours spent on unconpensated care were probably
al so included in the survey responses to the detrinment of this
specialty.

We then di scussed the steps we were taking to inprove the
future accuracy of these data. W reconmended nore precise
wording for future survey questions so that only the appropriate
practitioner hours are included.

We al so di scussed the second draft report issued by our
contractor, entitled "Validating Patient Care Hours Used in

HCFA' s Practice Expense Mt hodol ogy.” This report, which is on
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our honepage under the title "Validating Patient Care Hours,"

explores alternative nethods that we mght use to validate the
time data collected by the SM5 survey. W have extended The
Lewin G oup's contract so that, anong other refinenment tasks,

t he above validations can be perforned. W also solicited
comment s and suggestions as to other steps we could take to
verify and inprove the accuracy of the specialty-specific
patient care hours.

Comment: We received several coments, primarily from
surgical specialty societies, reiterating the concerns about
patient care hours discussed in the July 2000 proposed rule. In
particular, comenters urged that we find a way to identify non-
billabl e hours, such as down-tine between surgeries, stand-by
time, phone calls, "curbstone"” consultations, and unconpensated
care, so that these non-billable hours can be subtracted from
the specialties’ direct patient care hours. [In addition,
several comenters raised the concern that the SM5 survey data
on patient care hours varies considerably by specialty.

The comments al so contai ned a nunber of recommendati ons.
One coment er suggested that we could use a blend of the all-
physi cian and the specialty-specific hours. A specialty
society, citing concerns about the variability between the SM5

and the Harvard/ RUC ti ne data, recommended that we coll ect
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informati on on the Medi care share of practice hours in the SMS

to produce a check of the neaningful ness of the pool

al l ocations. Another specialty society, claimng that the SVS
data on patient care hours are sure to be inprecise, urged us to
use a standardi zed nunber of hours in the practice expense
calculation or to statistically limt the inpact of this
variable. Wile one cormmenter recomended that we use the
average nunber of hours per week that physicians' offices are
open to calculate the practice expense per hour, another
coment er argued that the assunption of a 40-hour work week for
all specialties would result in a significant distortion of
practi ce expenses per hour.

Response: W do agree that the patient care hours data
woul d be nore precise if we could ensure that there is a
standard definition understood across specialties, so that non-
billable hours would not be included in the data. As discussed
in the July 2000 proposed rule (65 FR 44185), we suggested
adding a clarifying definition of hours to be included to any
future nmulti-specialty practice expense surveys. |In addition,
we referred to the work our contractor is doing to validate the
patient care hours; one of the tasks will be a conparison
bet ween the SMS hours data and the Harvard/ RUC physician tine

data. Once this analysis is conpleted, it could forma basis
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for deciding whether any adjustnent to the SVMS data is either

advi sabl e or workable. As for the recommendations that we use
either a standard time for all specialties or the actual tine

t he physicians’ offices are open, we believe these
recommendations stemfromthe m staken inpression that a
specialty that actually works |longer billable hours is sonmehow
di sadvant aged by our nethodol ogy. First, we believe that sone
specialties do put in nore billable hours per week than ot her
specialties, and using a standard nunber of hours for al
specialties would thus be inaccurate and inequitable. Second,
while it can be argued, as sonme commenters clai nmed, that nost
practice expense costs are generally incurred during the hours
the physician’s office is open, we do not have a two-tiered
system of paynent in which we pay |ess for surgeries perfornmed
at 6:00 a.m than we do for those perforned during office hours
on the grounds that the earlier procedure sonehow i ncurs |ess
practice expense. Rather, we average the paynents across each
service, regardless of the tine it is performed. Likew se, the
practice expense per hour calculation is an average of the costs
per hour, in which some hours woul d have hi gher costs and sone
lower. In addition, the direct patient care that takes place

outside of office hours should be reflected in increases in the



85
utilization data for that specialty that, in turn, increases the

practi ce expense cost pools for the sane specialty.

Comrent: One commenter urged that any unconpensated care
adj ustnmrent be allowed only for energency departnment services
that are furnished by practices in areas that have a
di sproportionate share of unconpensated care.

Response: If we were to propose any further adjustnments for
unconpensated care, we would publish themin a proposed rule,
subject to cormment by all interested parties.

Comment: A specialty society expressed concern that,
because podiatrists are not surveyed by SMS, any validation of
patient care hours perfornmed by our contractor would not apply
to podiatry. This commenter also stated that the specialty
soci ety has shared with us two of the society's own surveys
cont ai ning patient care hour data, and requested that we either
val idate and use this data or take responsibility for collecting
t hi s dat a.

Response: W understand the points that are nmade by this
commenter and will consider this further if we nake adjustnents
to the patient care hours. In addition, now that a process and
criteria have been spelled out for the subm ssion of

suppl enmentary practice expense data, the specialty society can
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al so submt additional survey data that should include

information on podiatrists' patient care hours.
(c) CPEP Data
(1) Relative Value Update Conmttee's Practice Expense Advisory
Comm ttee (PEAC
1999 RUC reconmmendati ons on CPEP inputs

The PEAC, a subconmttee of the RUC, held its initial
nmeetings |ast year to begin to refine the clinical staff, supply
and equi prment inputs for physician fee schedule services. In
t he Novenber 1999 final rule (64 FR 59394), we responded to the
RUC recommendati ons for the refinenment of the direct inputs for
65 codes originally reviewed by the PEAC and subsequently
approved by the RUC and noted that our actions on all of the
recommended i nputs were subject to cooment. W received the
foll owi ng conments on our revisions to the RUC recommendati ons:

Comment: One specialty society questioned the renoval of
| ysol, tissues, and biohazard bags fromthe supply list for al
codes, since these itens represent costs that physicians mnust
pay. Additionally, one organi zation objected to our renoval of
sel f-adm ni stered drugs fromall codes, and another society, as
well as the RUC, objected to the renoval of betadine fromthe

suppl i es recommended for the post-procedure period.
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Response: W believe that the renoval of such itens as

ti ssues, lysol, and biohazard bags will help sinplify the
refinement of the CPEP supply data w thout having a noticeabl e
i npact on the paynent for any service. W renoved the costs of
these m nor supplies fromthe overall CPEP supply list either
because of the difficulty in neasuring their use or because the
supplies were not fully used up during a single procedure.

Thr oughout the supply data, the quantities for biohazard bags
and tissues were reported incorrectly; for exanple, codes were
assigned 5 boxes of tissues or 250 tissues when the intention
was to assign 5 single tissues at a cost of 5 cents. The

PEAC/ RUC has since extended this sinplification by elimnating
paper towels and room di sinfectant fromtheir recent
recommendati ons. W proposed to elimnate the very few

sel f-adm ni stered drugs on our supply list fromthe CPEP data
because we believe that it is reasonable to exclude non-covered
itenms in the allocation of the specialty-specific cost pools.
Wth respect to betadine, we note that it is included in the
recommendations for the post-surgical supply package that we
have accepted in this rule, which can be used by any surgi cal
specialty for its codes. Therefore, we will not be addi ng back

any of these individual supplies at this tine.
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CPT Code 17003, Destruction by any method, second through 14

| esi ons
CPT Code 17004, Destruction by any nethod, 15 or nore |esions

Comment: One organi zation conmmented that we shoul d have
corrected the obvious and egregi ous anonmaly in these codes
wher eby the paynent for destruction of 14 lesions is
consi derably higher than the paynent for 15 | esions.

Response: W agree that the values for these two codes
appear anonmal ous. However, we do not assign practice expense
RVUs to services. Rather, these RVUs are allocated based on the
inputs that are associated with each service. Bot h of the
above codes, along with CPT Code 17001, Destruction by any
nmet hod, first |lesion, were presented by the dernmatol ogy
specialty societies to the PEAC, but we received recommendati ons
only on the supplies for these services. W accepted these
recomendations in general, but del eted nany specific supplies
from CPT Code 17003 because it is an add-on code. W have re-
exam ned the current CPEP inputs for CPT Code 17001, 17003, and
17004, and believe that the inputs for |abor and equi pnent
appear to be appropriate. The source of the anomaly seens to be
in the supply inputs for these services. To ensure that the

appropriate revisions are nade to the supply lists, we need
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specific recommendations fromthe RUC or the rel evant specialty

soci eties.
CPT Code 17304 through 17310, Cheno surgery (Mhs’ m crographic
technique) [first and subsequent stages]

Comment: A commenter representing Mohs surgeons, while
acknow edging the revisions made in the final rule to the lists
of supplies, indicated that we erroneously omtted sone supplies
fromthe updated list. The conmenter provided information on
the supplies omtted, as well as the rationale for why these
supplies need to be included.

Response: W appreciate the detail ed explanati on regarding
the use of these supplies. After review, we note that, with few
exceptions, all the supplies the commenter clained were omtted
are in fact already included in our CPEP database as originally
recommended. W explained in the Novenber 1999 final rule that
we were deleting Valium which is separately billable, and
Tyl enol, which is self-admnistrable fromall codes; therefore,
these drugs will not be included for any of these services. In
addition, we are not convinced that it is typical to suture the
wound after each stage of surgery, and the commenter stated that
the wound is not closed until it is determined that no further
procedures are necessary. Therefore, we believe that only one

set of sutures and suture kit are typically needed, which we are
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including in the supplies only for CPT code 17304. W also note

that the tincture benzoin swab requested by the conmenter was
not included in the original RUC recommendation, though we are
adding it at this tine.

CPT Code 56340, | aparoscopy, surgical; chol ecystectony (any
met hod)

Comment: A specialty society representing surgeons and the
RUC objected to the decreases we nade to the PEAC/ RUC
recommendations for the pre- and post-service times for this CPT
code. They indicated that there were extensive discussions
about this code at the PEAC/ RUC neeting, and that adequate
i nformati on was provided to support this change for pre-service
time. The commenters al so objected to our elimnation of the
time for the second registered nurse in the post-service period
and requested that we provide the basis for determ ning that
this is not typical practice.

Response: There was insufficient rationale for the PEAC
recomrendations transmitted to us. Moreover, the PEAC is
currently working on establishing a standardi zed net hodol ogy for
refining the pre- and post-procedure clinical staff times. This
code, like all other surgical codes involving pre- and post-
procedure staff tinme will undergo further refinement. W are

not changing the clinical staff tinmes now, but will review them
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upon recei pt of the PEAC recommendati ons for pre- and post-

procedure time for surgical procedures in general.
CPT opht hal nol ogy codes 65855, 66170, 66172, 66821, 66984,
67036, 67038, 67039, and 67040

Comment: Three specialty societies representing
opht hal nol ogi sts and the RUC expressed concern that we did not
accept the RUC recommendation to increase the pre-service period
to 42 mnutes for the above CPT codes, but rather deleted al
pre-service clinical staff tine. The conmmenters also noted that
the statement in the Novenber 1998 final rule that we were
retaining the original CPEP value of zero mnutes was in error
for CPT codes 66170, 66172, 66984, 67036, 67038, 67039, and
67040 because the CPEP panel had assigned 24 m nutes of clinical
staff pre-service tinmes to these codes. Comrenters requested
that we accept RUC reconmendations for 42 mnutes of clinical
staff tinme in the pre-service period for all these codes because
facility-based surgical procedures require significant
pre-service clinical staff work.

Response: W thank the comenters for pointing out our
i nadvertent error regarding the pre-service tinme in the original
CPEP data for seven of the above ophthal nol ogy codes. Although
we are not convinced that each of the codes would have as nuch

as 42 mnutes of pre-service clinical staff time, we will use
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this as an interimvalue for pre-service tinme. W understand

that the PEAC and RUC are planning to devel op standardi zed
approaches to assign the pre- and post-surgical clinical staff
tinmes, as well as coordination of care tines, across w de ranges
of codes for the different gl obal periods. These pre-service
times can then be revisited in light of future recommendati ons.

Comment: Several ophthal m c societies opposed our decision
to decrease the post-service clinical staff tinme approved by the
PEAC/ RUC for ophthal m ¢ surgical procedures. The comenter
representing three ophthal mc sub-specialties also stated that
we did not consider the consensus agreenent to replace the
Opht hal m ¢ Medi cal Personnel (OWP) staff type with the Certified
Opht hal m ¢ Technician (COMI) staff type for ophthalmc
procedures. Another specialty society believed we should have
col | apsed the two staff types into the OW staff type, because
this was agreed upon at the 1997 validation panels.

Response: At the time that the Novenber 1999 final rule was
devel oped, we had received a cooment fromthe specialty society
that had presented these codes to the PEAC. This comment
descri bed the building-bl ock approach that was used to arrive at
the post-service clinical tinmes. Unfortunately, there was a
m sconmmuni cati on regarding the specific building blocks that

were used to arrive at the total tinmes, and our total times were



different fromthose of the RUC. W have since received a
clarification fromthe specialty society, and we are restoring
the clinical post-service tines to their recommended val ues.
There appears not be a consensus anong the ophthal mc
specialty societies regarding which staff type to use for
opht hal nol ogy codes. In addition, we have not used any of the
decisions fromthe 1997 validation panels in refining the

practice expense inputs, but have accepted the RUC
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recommendations for the use of the OW staff types for the codes

t hat have been refined to date. W have not received fromthe
RUC any recommendati on regarding a gl obal change in the staff
type for ophthal nol ogy services, but would certainly consider
any future recommendati on fromthe RUC on this issue.
CPT Code 85060 Bl ood snear, peripheral, interpretation by
physician with witten report and CPT Code 85097 Bone marrow,
snear interpretation only, with or without differential cel
count

In the Novenber 1999 rule (64 FR 59397), we stated that
these were professional services and, if any practice expenses
were incurred, they could be reported using other applicable
codes. Therefore, we renoved all practice expense inputs for

t hese two codes.
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Comment: Two specialty societies and the RUC requested

that we use the recommendations of the RUC to establish a TC for
CPT Code 85060, even though we would not use the RVUs for
paynment purposes, because ot her payers are increasingly using
our RVUs to establish fees. The commenters also stated that the
interpretation of blood snears can require additional slides and
services. Commenters did not agree that the activity associ ated
with the technical portion of CPT Code 85097 is included in
paynent for other services when this service is perforned
outside a hospital, as is increasingly occurring. They
i ndicated that creation of a TC conponent for CPT Code 85097,
usi ng the RUC reconmendations, would allow the | aboratory that
recei ves the specinen to bill for the technical costs in
preparing the slide for exam nation by the physician, and
recommended this TC conponent be paid under the physician fee
schedul e.

Response: W do not want, at this tine, to create a TC for
a code that we do not cover, such as CPT Code 85060. However,
as nmentioned el sewhere in this final rule, we are further
considering the issue of valuing non-covered services. W wll
publ i sh practice expense RVUs for CPT Code 85097, so that it can

be paid when furnished in a nonfacility setting. W wll use
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the RUC recomrended inputs to cal cul ate the practice expense

RVUs.
CPT 88104 Cytopat hol ogy, fluids, washings or brushings, except
cervical or vaginal; snmears with interpretation

Comment: Several commenters pointed out that, while we
accepted the RUC recomrendation that included filter paper in
the list of supplies for this code, this was not reflected in
t he CPEP dat abase.

Response: This itemwas omtted i nadvertently fromthe CPEP
dat abase and wi || now be incl uded.

In the Novenber 1999 final rule, we deferred action on the
RUC recommendati ons for a few groups of CPT codes on which we
had significant questions. In the July 2000 proposed rule (65
FR 44185), we proposed to accept two groups of CPT codes of the
RUC recommendations with the revisions noted below, while the
RUC recommendati on di scussed bel ow for the antigen service has
not been previously addressed.
Prostate Procedures
CPT 52647 Non-contact |aser coagul ation of prostate, including
control of postoperative bl eeding, conplete (vasectony,
meat ot ony, cystourethroscopy, urethral calibration and/or

dilation, and internal urethrotony are included)
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CPT 53850 Transurethral destruction of prostate tissue; by

m crowave t her not her apy
CPT 53852 Transurethral destruction of prostate tissue; by
radi of requency t her not her apy

We di scussed the inputs for these codes at length with the
rel evant specialty society, and arrived at a consensus on the
staff, supplies, and equi prment that were needed for these
servi ces.

Comment: The American Urol ogi cal Association (AUA)
appl auded us for our proposal to accept the RUC reconmendati ons
for the three heat therapy prostate procedures and agreed that
all inputs are now included in the CPEP data for these services.
One manufacturer recomended that we adopt our proposal for CPT
code 53850 in this final rule. Three individual urologists and
a manufacturer comrented that we should add equi pnent, such as
an autocl ave, rigid cystoscope, video systemor ultrasound
equi pnent to the equipnment inputs for CPT Code 53852. The
manuf acturer al so stated the prices in the CPEP database for the
generator system and the hand pi ece are now outdated, and
i ncl uded t he suggested current prices. Two of these commenters
al so included a |ist of supplies, nost of which are already in

the CPEP inputs for this code.
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Response: Because our proposal is based on a recomrendati on

fromthe RUC, and the AUA has stated that it believes the
current inputs for this code are correct, we will not add the
suggest ed equi pnent or supplies at this time, nor change the
prices for any of the equipnent. However, we have awarded a
contract to have all of our direct cost inputs re-priced and any
information that is sent to us on current pricing will be
forwarded to our contractor.
Chenot her apy Procedures
CPT 96408 Chenot herapy adm ni stration, intravenous; push
t echni que
CPT 96410 Chenot herapy adm ni stration, intravenous; infusion
techni que, up to one hour
The RUC had recommended 102 minutes of clinical staff tine for
CPT code 96408 and 121 mi nutes for CPT code 96410. After the
publication of the Novenber 1999 final rule we nmet with
representatives of the American Society of Cinical Oncol ogy
(ASCO and di scussed the society s breakdown by specific tasks
of the above staff tines. Included in this breakdown were 20
m nutes for pre- and post-procedure education and 15 m nutes for
t hree phone calls after each visit.

Because we believed that the tines for patient education

and phone calls should be averaged over the whol e course of
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chenot herapy treatnment, and because there appeared to be sone

duplication in the pre- and post-procedure education tasks, we
reduced both the patient education and phone call tinmes by
5 mnutes. Therefore, we proposed 92 mnutes of clinical staff
time for CPT code 96408 and 111 m nutes for CPT code 96410.

Comrent: ASCO objected to the 10-m nute reduction of the
clinical staff time for CPT 96408 and 96410. The comenter
argued that the original RUC recommendati on was reasonabl e and
appropriate for both services and shoul d be adopted. The
coment al so objected to our revision of a RUC recomrendati on
unl ess we have a concrete reason to do so.

Response: Upon reviewing the tines the RUC has since
recommended for patient education and post-visit phone calls for
conpar abl e services, we are adding the 5 m nutes we had renoved
fromboth patient education and phone calls in the proposed
rule. We will now use the RUC-recommended total tines of 102
m nutes of clinical staff tinme for CPT code 96408 and 121
m nutes for CPT code 96410. W believe that the total tine is
consi stent wth subsequent recommendations that we are
accepting, though as the PEAC and RUC conti nue to devel op
standardi zed tinmes for clinical staff functions, all previously

val ued codes are subject to possible review
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CPT 95165, All ergen | munot her apy

The RUC did not forward any reconmmendations on the specific
inputs required to performthe above service. However, we did
receive a recomendati on about the interpretation of the meaning
of a dose for purposes of calculating the practice expense RVUs
for this service. Because we did not believe the recomendation
resol ved the anbiguity and confusion in the nmedical comunity
surrounding this issue, we did not accept this reconmendation in
the July proposed rule. Since that time, we have received
clarifying cooments fromrel evant specialties on both the
definition of dose and the practice expense inputs to use for
t hi s code.

The practice expense inputs have been anal yzed and adj usted
so that they now correspond to the practice expense of preparing
a one cc dose froma ten cc (ten dose) vial. The practice
expense inputs for CPT code 95165 are based on an assunption
that ten doses are typically included in each vial. Paynent
will be based on a maxi mum of ten doses per nultidose vial. The
practice expense RVUs for preparing a ten dose vial wll remain
the sane, even if twenty doses are obtained fromthe vial (for
exanple, if the physician adm nisters 0.5cc doses, instead of
one cc doses). Therefore, Medicare should be billed for a

maxi mum of ten doses per vial, even if nore than ten doses are
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obtained fromthe vial. Furthernore, when a physician dilutes a

mul ti dose vial (for exanple, by taking a one cc aliquot froma
mul ti dose vial and mxing it with nine cc's of diluent in a new
mul ti dose vial), Medicare should not be billed an additi onal
amount for these diluted doses for CPT 95165. The additi onal
clinical staff and supply costs for preparing such a dil uted
vial are mniml, because allergens represent over 80% of the
direct costs of preparing a nmultidose vial. 1In a diluted vial
there are no associated allergen costs, since they have already
been billed in preparation of the initial vial. Therefore, we
expect a maxi mum of ten doses to be billed for each multidose
vial. |If fewer doses are prepared fromthis vial, a dose nunber
| ess than ten per vial should be billed.

The practice expense inputs per one cc dose are as foll ows:

Clinical Staff: 2.2 mnutes

Suppl i es: Al'l ergen $6. 05

0.5 needl es and syringes

0.1 vial and cap

one al cohol pad

1 pair of nonsterile gloves

If multiplied by ten, the inputs correspond to the total
practice expense of a ten cc vial fromwhich ten doses of one cc

each are adm nistered. Comenters recomrended that a typica
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ten cc multidose vial contains five antigens and no diluent and

that the total nunber of needles and syringes for the ten cc
vial is five. The cost data for allergens was obtained from
catal ogue information and is based on the typical practice of
usi ng standardi zed extracts when avail abl e.

In view of the clarification we have nade regardi ng
practice expense inputs, we wll revise Section 15050(B)(7) of
the Medicare Carriers Manual. |In May 1998, we changed the
| anguage of that section, in part, to clarify our paynent policy
for antigen preparation. At that time we stated, "A dose of
code 95165 is the total anobunt of antigen to be administered to
a patient during one treatnent session, whether mxed or in
Separate visits." Two exanples of antigen preparation and
adm nistration follow inmediately after this | anguage.

W will revise this section of the carrier manual to define
a dose as a one cc aliqout froma single nultidose vial. Wth
this clarification physicians will be able to bill Medicare for
each dose prepared in each nultidose vial. W plan to issue new
instructions to the carriers and update the carrier nmanual to
ensure that appropriate paynent is made as of January 1, 2001.
2000 RUC recommendati ons on CPEP i nputs

We believe that the recomendations received this year from

the PEAC/ RUC for the refinement of the CPEP inputs for existing
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codes mark a positive step in the CPEP refinenment process. W

recei ved recommendations for clinical staff, supply and
equi pnent inputs for 49 CPT codes, and for the supply and
equi pnent inputs for four additional services. But the
significance of the recommendati ons goes beyond the nunber of
codes that were refined. First, included in these
recommendati ons were the refinenents for the 15 maj or eval uation
and managenent (E/M codes. These 15 codes represent over 25%
of the paynents nade under the physician fee schedule. This was
a breakt hrough not only because the clinical staff tines for
t hese codes had previously been a point of nmjor contention, but
al so because agreenment on the inputs for E/ M services may nake
it easier in the future to refine the post-surgical visits for
t housands of services. Second, the PEAC/ RUC approved supply
packages for three specialties: obstetrics-gynecol ogy,
opht hal nol ogy and neurosurgery; as a result, the supply inputs
for hundreds of codes are now refined. W also understand that
the PEAC wi || be devel oping further supply packages and is al so
setting up workgroups to determ ne approaches to standardi zi ng
pre- and post-procedure clinical staff tines.

W have reviewed the submtted RUC recommendations and have
accepted all of themwith only two mnor revisions. |In order to

be consistent with a revision made previously in the Novenber
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1999 final rule, we have deleted the skin marking pen when it

appears in a recomended supply list because it is not practical
to allocate its use to individual procedures. |In addition, for
t he opht hal nol ogy codes that were refined before the supply
packages were adopted, we have substituted the ophthal nol ogy
visit supply package as appropriate. |f future decisions are
made on standard clinical staff tines, all of these refined
codes can be revisited to determ ne whether any further
refinements woul d be appropriate.

Followng is a list of the CPT codes that were included in
t he PEAC/ RUC recommendations: (The conpl ete PEAC/ RUC
recommendati ons and the revi sed CPEP dat abase can be found on
our website. See the Supplenentary Information section of this
rule for directions on accessing our web site.)

CPT 57452 Exam nation of vagi na

CPT 57454 Vagi na exam nati on and bi opsy
CPT 57500 Biopsy of cervix.

CPT 59000 Ammi ocentesis

CPT 62270 Spinal fluid tap, diagnostic
CPT 65730 Corneal transpl ant

CPT 67311 Revise eye nuscle

CPT 67800 Renpbve eyelid | esion

CPT 67961 Revision of eyelid

CPT 90471 | mmuni zation adm n*

CPT 90472 I nmmunization adm n, each add*
CPT 90782 Injection, sc/im

CPT 92270 El ectro-ocul ography

CPT 92275 El ectroretinography

CPT 92582 Conditioning play audionetry
CPT 94621 Pul mstress test/conpl ex

CPT 95812 El ectroencephal ogram ( EEG
CPT 95822 Sl eep el ectroencephal ogram



CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT
CPT

* Not e:

95829
95830
95861
95863
95864
95867
95868
95870
95903
95925
95926
95930
99141
99142
99201
99202
99203
99204
99205
99211
99212
99213
99214
99215
99241
99242
99243
99244
99245
95813
95816
94060
95921
95922
95923

schedul e.

O her

Surgery el ectrocorticogram

| nsert el ectrodes for

Muscl e test, two |inbs

Muscle test, 3 |inbs
Muscle test, 4 |inbs
Muscl e test, head or
Muscl e test, head or
t est nonpar aspi nal

nerve conduction test

Muscl e
Mot or

EEG

neck
neck

Somat osensory testing
Somat osensory testing

Vi sual evoked potential test
Sedation, iv/imor inhal ant
Sedation, oral/rectal/nasal
O ficeloutpatient visit, new
O ficeloutpatient visit, new
O ficeloutpatient visit, new
O ficeloutpatient visit, new
O ficeloutpatient visit, new
O ficeloutpatient visit, est
O ficeloutpatient visit, est
O ficeloutpatient visit, est
O ficeloutpatient visit, est
O ficeloutpatient visit, est
O fice consultation

O fice consultation

O fice consultation

O fice consultation

O fice consultation

El ect roencephal ogram ( EEG
El ect roencephal ogram ( EEG
Eval uati on of wheezing
Aut onomi ¢ nerv function test
Aut onomi ¢ nerv function test
Aut onom ¢ nerv function test

These are noncover ed under

t he Medi care physician fee

Comments on Refinenent of CPEP Inputs

104
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Comment: One commenter asked that we clarify whether we

plan to i nplenent the RUC CPEP recomrendations on a rolling
basis, or whether all changes will be nade at once.

Response: Unl ess we announce a change in approach, we plan
to deal with the RUC s recomendations on a rolling basis as we
recei ve them

Comment: A commrenter representing three ophthal nol ogy sub-
specialty societies expressed di sappointnment in our belief that
it is preferable to have a nulti-specialty agreenment on changi ng
the CPEP data, rather than accepting the recomrendati ons of a
single group. The comrenter argued that there is little or no
added val ue from such nmulti-specialty review when the inpact of
the changes is limted to a single specialty and when nenbers of
ot her specialties have no additional clinical know edge.

Response: W strongly disagree with this coment. W have
found that the input and reconmendati ons of the RUC play a
crucial role in the practice expense refinenent. Also, because
there are nmany codes that are shared across a nunber of
speci alties, changes in paynent for even a specialty-specific
service can affect the paynent of the shared services that the
specialty perforns. Therefore, we believe that it is fair and
equitable to have a nulti-specialty consensus on these changes.

In addition, we have found, in our role as observers at RUC
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nmeetings, that RUC nenbers, of whatever specialty, ask pertinent

guestions and nmake clinically rel evant observati ons.

Comrent: A specialty society representing nany nedi cal
speci alties recommended that we shoul d use panels, correspondi ng
to the refinenent panels we use for work, to nmake
recomrendati ons on code-level refinenments that are submtted to
us.

Response: W certainly do not rule out the use of such
refinement panels for code-|evel practice expense
recomendati ons when and if such panels woul d be necessary and
useful. We have used these panels for work RVU refinenment in
t hose cases when we have not accepted the RUC reconmmendati ons on
a nunber of codes and subsequently have received comments
di sagreeing with our actions. Because we have nade so few
revisions in this current final rule to the PEAC/ RUC
recomendations for practice expense inputs, there may be no
need for practice expense panels next year, although we will
consi der this issue.

(1i) dinical Staff Tine

In the Novenber 1999 final rule (64 FR 59399), we renoved
estimates of all clinical staff tine allotted to the use of
clinical staff in the facility setting fromthe CPEP dat a.

Cormenters have since noted that the clinical staff tines
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reported by sonme CPEP panels for pre- and post-service tinmes for

0-day gl obal services perfornmed in the office were recorded in
the intra-service field in the CPEP database. These tines were,
therefore, deleted along with the tinmes for the use of clinical
staff in the facility setting.

In the July 2000 proposed rule (65 FR 44186), we stated
that these data are not conparable to the data we excl uded for
clinical staff used in the facility setting. W reviewed the
"CPEP Recorders' Notes Files" conpiled for each CPEP panel by
Abt Associates, Inc., the contractor managi ng the CPEP panels.
When the notes indicated that clinical staff estimtes were for
activities performed in physicians' offices, we proposed to
reinstate the tine data for 0-day gl obal services.

Comrent: Many nedi cal societies representing specialists
such as gastroenterol ogi sts, internists, rheumatol ogists,
cardi ol ogi sts, osteopaths and podiatrists, as well as the AVA
expressed strong support for this proposal to reinstate the pre-
and post-procedure clinical staff tine in the office for 0-day
gl obal services. One reason given in the coments for this
support is that this tine for staff in the office is not
conparable to the data excluded for clinical staff used in the

facility setting.
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Response: W are pleased that all comrenters supported this

proposal, and we are inplenenting this refinenent in this rule.

Comrent: An organi zation representing cardiol ogi sts
stated, in a coment on the Novenber 1999 final rule, that we
shoul d enlist the assistance of nedical specialties to identify
codes for which clinical staff are used in the physician’s
office during the intra-service period for facility services.

In a corment on the current proposed rule, this society agreed
wi th our proposal to add sone pre- and post-service clinical
staff tinme to O-day gl obal services and |isted several O0-day
cardi ol ogy services for which it recomended the addition of
clinical staff tine.

Response: In this proposal, we added only clinical staff
time inthe facility setting for those 0-day services when the
CPEP recorder notes specified that the tinme was for pre- and
post-service time for staff in the office. W believe that this
is appropriate because these CPEP data are as valid as all other
non-refined CPEP data. W also believe that changes to the CPEP
data for this pre- and post-service clinical staff time should
go through the sanme refinenment process as other desired changes
and that any group recomrendi ng the addition of such time should
present this issue to the PEAC RUC for refinenment. W also

understand that the issue of “coordination of care” clinical
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staff tinme is one that the PEAC may address across the board at

sonme future neeting. |In addition, fromthe description of the
staff duties for the codes |isted by the comenter, it is not
clear that this staff is in the office, rather than in the
facility performng facility nursing functions. Therefore, we
wi |l not be meking these changes at this tinmne.

Comment: An energency physician organi zati on recommended
that we not Iimt this proposal to O-day gl obal period services
and submtted the CPEP recorders' notes for energency room
visits, CPT codes 99281 through 99285. The notes indicate that
t he CPEP panel added 3 minutes of pre-service tine and 4 m nutes
of post-service tine for office staff involved in adm ssions to
t he emergency room The commenter recommended that this tinme be
reinstated for these energency roomyvisit codes.

Response: These energency roomvisits have an XXX gl obal
period. By the current definition, XXX services do not include
pre- and post-service tinmes. Before inplenenting this specific
recommendati on, we hope to receive input fromthe RUC PEAC on
the general issue of appropriate pre- and post- staff tines for
the different global periods, in order to ensure consistency in
our approach to this issue.

In the Novenber 1999 final rule (64 FR 59399) we finalized

our decision to renopve fromthe CPEP data all clinical staff
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times associated with physician’s staff used in the facility

setting. W inplenmented this policy for the follow ng reasons—
(1) We should not pay twice for the sane service; (2) It is not
typical practice for nost specialty societies to use their own
staff in the facility setting; and (3) Inclusion of these costs
is arguably inconsistent with both the statute and Medicare
regul ations. In response to the Novenber 1999 final rule, we
recei ved many coments on this final decision, which, for the
nost part, reiterated comments that had been made on the

ori ginal proposal.

Comrent: Al though several primary care groups expressed
support for this decision, nost of the comrenters objected to
the exclusion of this clinical staff CPEP data. Many of these
organi zations urged us to postpone the inplenmentation of this
policy and to collect additional information before nmaking a
decision on how to treat these costs. However, taking the
opposite approach, a primary care organi zation stated that the
clinical staff time should be renoved for services furnished in
the facility until the PEAC/ RUC can determ ne that the tinme for
t hese services is typical and not duplicative of physician work.
Several comrenters again raised the argunent that the BBA
prohi bits us fromexcluding these clinical staff costs because

the BBA requires us to recognize all costs, not just those that



111
can be tied to specific procedures. Many organi zations

reiterated the claimthat the practice of taking staff to the
hospital is either typical or prevalent in their specialties.
However, only the specialty society representing thoracic
surgeons submtted any additional information to support this
claim The STS surveyed their menbers in July 2000, and reported
that 74 percent of the respondents said they enploy clinical
staff who assist in the hospital, though nore than half report
that they receive Medicare paynent for sone of these personnel.
Commenters made the foll ow ng recomendati ons:

Several organi zations contended that hospitals no |onger
supply the staff to furnish adequate care. In relation to this
point, two comenters recomrended that the issue of cost shifts
bet ween hospitals and other providers is one that we shoul d not
ignore, and, if there is any double paynent, Part A paynent to
the affected hospitals shoul d be adj usted.

Anot her specialty society recommended that we establish a
nodi fier to allow for docunmentation of and paynent for non-
physician clinical staff who furnish services in a facility
setting. This nodifier would indicate whether there is a
physi ci an practice expense or a hospital practice expense that
has been transferred to the physician practice, to ascertain

whet her paynent should conme from Medicare Part A or Part B.
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One organi zation recommended that the SM5 data be adj usted

by the inconme received for the work of physician assistants.
Response: W have considered all the comments that we have
received on this issue, both on the July 22, 1999 proposed rul e
and the Novenber 1999 final rule. Though many of the comenters
rai sed interesting points, there were neither new argunments nor
evi dence presented that woul d cause us to delay or abandon this
policy. Wile we particularly appreciate the effort undertaken
by the thoracic surgeons to devel op data on the preval ence of
their use of clinical staff in the hospital, the survey
addresses only the question of typicality. As stated above,
there are two other reasons why we elimnated this clinical
staff tinme. First, we believe that we already pay the facility
for the clinical staff needed for patient care. Mich of what is
claimed as physician’s clinical staff tinme in the facility is
either separately billable (as illustrated by the survey
submtted by the comrenter) or is accounted for in the work
RVUs. Furthernore, by law, the hospital itself nust furnish al
services and itens to a hospital patient, either directly or
under arrangenment. (For a nore detail ed description of our
rationale for this policy, see the Novenber 1999 final rule (64

FR 59402) .)
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As to the recommendati ons nmade by the comrenters, we agree

that it would be desirable to renove costs associated with these
m d-1 evel practitioners fromthe SMs data as well. This would
answer the concern rai sed by another comrenter that renoving the
clinical staff fromthe CPEP data introduces further

i nconsistency with the SMs data. It is for that reason that we
had recomrended to the AMA that several specific questions be
added to the SMS survey to capture the needed information on
this clinical staff issue, and we anticipate that we will, in
the future, be able to obtain such data.

Al t hough we woul d be interested in receiving data on the
cost shifts between hospitals and other providers, we believe
that the suggested use of a nodifier for this purpose would be
extrenely difficult to inplenment and al so burdensone for the
practitioner. First, however, we nust clarify that, even if the
practice of bringing physician staff to the hospital pre-dates
t he advent of the hospital prospective paynent system any costs
associated with such a practice were explicitly included in the
hospital Di agnosis Related G oup (DRG paynents in the
Septenber 1, 1983 interimfinal rule with comment and in the
January 4, 1984 final rule. These rules reference section
1862(a)(14) of the Act, and the discussion nmakes clear that,

with certain limted exceptions, all nonphysician services
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furnished to hospital inpatients are to be paid under Part A

The exception provided that, for any cost reporting period
begi nni ng before Cctober 1, 1986, a hospital that has foll owed a
practice, since before Cctober 1, 1982, of allow ng direct
billing under Part B to an extent that inmediate conpliance with

the bundling requirenments would threaten the stability of

patient care, could continue to bill under Part B. There is no
i ndication that the waiver was extended. In response to a
comment, we stated the following: "In order for a paynment system

that is based on a national average rate for a particular

di agnosis to succeed, it is vital that the services and supplies
i ncluded in the paynent be essentially the sane in every
hospital. |If the statute had not included the rebundling
provision, it would have been possible for hospitals to coll ect
the full prospective paynent rate for inpatient services and, at
the sanme tine, reduce their costs by having outside providers
and suppliers furnish many of the necessary services and bill
Part B." Furthernore, these rules state that, to calculate the
PPS standardi zed anounts, base year costs were adjusted "to

i nclude the costs of services that were billed under Part B of

t he program by anot her provider or supplier during the base
period but will be billed under Part A as inpatient hospital

services effective October 1, 1983."
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We do agree that it would be hel pful to determ ne whet her

hospitals are still providing the staffing that is assunmed in
their DRG paynents. To this end, we have requested that the
Ofice of Inspector General conduct an independent assessnent of
staffing arrangenments between hospitals and thoracic surgeons.
(iii) Supplies

In the Novenber 1999 final rule, we deleted certain casting
supplies fromthe CPEP data for the casting and strapping CPT
codes 29000 through 29750. In the July 2000 proposed rule, we
identified additional CPT codes for the treatnent of
fractures/dislocations and additional casting and splinting
supplies that are separately billable under section 1861(s)(5)
of the Act. Therefore, we proposed the renoval of inputs for
fi berglass roll, cast padding, cast shoe,
st ocki ngnet/ st ocki nette, plaster bandage, Denver splint, done
past e bandage, cast sole, elastoplast roll, fiberglass splint,
Ace wrap, Kerlix, Webril, nmalleable archbars, and elastics from
the foll owi ng CPT codes: 23500 through 23680; 24500 t hrough
24685; 25500 through 25695; 26600 through 26785; 27500 through
27566; 27750 through 27848; 28400 through 28675, and 29000
t hrough 29750.

Comment: Several specialty societies, representing

ort hopedi ¢ surgeons, podiatrists, and occupational therapists
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supported our proposal to delete casting supplies fromthe CPEP

inputs for all applicable fracture managenent and cast/strappi ng
application procedure codes for which these supplies are
separately billable. The orthopedic surgery specialty society
comment al so included a |list of non-fracture/dislocation codes
for which it recomended del eting casting supplies and anot her
list of non-fracture codes from which the supplies should be
deleted if they are separately billable for these services and
left in the CPEP data if they are not. This comrenter also
stated that the soft goods, such as stockinette, that we propose
to delete do not currently have a HCPCS code, and requested that
t hese supplies remain on the CPEP list until a separate code is
est abl i shed.

Response: W appreciate the support expressed for our
proposal. Consistent with the statute that limts separate
paynment for casting supplies only to the treatnent of fractures
and di sl ocations, we are not deleting these supplies fromeither
of the two lists of additional codes supplied in the above
coment. Also, we will delete soft goods, such as stockinette,
fromthe CPEP data for the appropriate codes, because these are
casting supplies that may be separately billed. W wll,
however, al so request that HCPCS codes be devel oped for these

itens. Therefore, we will inplenent the policy as proposed.
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Comment: A commrenter representing dermatol ogi sts sought

clarification on whether the unna boot would be separately
billable. The commenter stated that the unna boot is not in the
list of supplies to be deleted fromthe CPEP data, but CPT code
29580, Application of paste boot, falls within the range of
codes listed under this proposal.

Response: W are not deleting the unna boot from CPT code
29580, because this code can be appropriately used for cases
ot her than fractures, and in those cases the supply is not
separately billable.

Comrent: One supplier of casting supplies agreed with our
proposal to delete these casting supplies fromthe CPEP dat a,
but suggested that we include their product, Procel cast |iner,
on this list as well, to clarify that it is separately bill able.

Response: The purpose of the proposal was not to list al
the casting supplies that could be separately billable, but
rather to delete fromour CPEP input database any casting
supplies that are currently listed. Because the Procel cast
liner is not currently in our database, it does not need to be
del et ed.

(iv) Equi pnent
We currently use the original CPEP definitions for

equi pnent that distinguish between "procedure specific”
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equi pnent and "over head" equi pnent. Under the "top-down"

met hodol ogy, the CPEP inputs are used only as allocators of the
speci alty-specific practice expense pools, and we believe the

di stinction between types of equi pnent has served to hinder the
process of refining the CPEP inputs while not leading to a
substantive distinction in how we val ue services. Therefore, we
proposed to conbi ne both categories of equipnment into a single
"equi pment" category, assum ng an average 50 percent utilization
for all equipnent.

We al so proposed to delete fromthe CPEP data equi pnent
that is not used typically with any service, but is on "standby"
for many services, or that is used for nultiple services at the
sane time. The following is the list of equipnment that we
proposed to delete fromthe CPEP inputs of all services:
aut ocl ave, wheelchair, refrigerator, filmfile cabinet, hazard
material spill kit, enbryo freezer, water system flanmable
reagent cabinet, utility freezer, ultra |ow tenperature freezer,
acid cabinet, bulk storage refrigerator, abortion clinic
security system abortion clinic security guard, gonto suction
machi ne, doppler, laser printer, |ead shielding, defibrillator
wi th cardiac nonitor, blood pressure/pul se oxinetry nonitor,
bl ood pressure nonitor, printer, crash cart--no defibrillator

and snpoke evacuat or.
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The following is a list of equipnent that we proposed to

del ete as "standby" equi pnent for nbst codes, but that we
believed typically may be used with a designated subset of
pr ocedur es:

X-ray view box--four panels (retain when currently in
the CPEP data for codes in the range CPT codes 70010 through
79999) .

ECG nmachi ne--3 channel (retain when currently in the
CPEP data for CPT codes 93000 t hrough 93221).

Pul se oxineter (retain when currently in the CPEP data
for CPT codes 94620, 94621, 94680, 94681 and 94690; 94760
t hrough 94770, 95807 through 95811 and 95819).

ECGE bl ood pressure nonitor--3 channel (retain when
currently in the CPEP data for CPT codes 43200 through 43202 and
43234 through 43239).

Cardi ac nonitor (retain when currently in the CPEP
data for CPT codes 31615 t hrough 31628).

ECG Burdi ck (except for HCPCS code (0166).

Comment: Al the specialty societies that comrented on
t hese proposal s were supportive of what one comrenter
characterized as “HCFA's efforts to streanline the treatnent of
medi cal equi pnent” and agreed that the changes will facilitate

the refi nenent process. One of these commenters stated that a



120
standardi zed utilization rate overstates the use of sone

equi pnent and understates it for others and recommended that we
continue to seek reliable data on this issue. Another comenter
recommended that we need to provide clear and specific criteria
for including nmedical equipnment in the direct practice expense
i nputs, and gave three possible options—1) equi pnent used
primarily for a specific procedure or group of procedures; (2)
al | equi pment used for a specific procedure; or (3) al
equi pnent that typically nust be avail abl e when a specific
procedure is perforned.

Response: W agree that clear criteria are needed for
i ncludi ng equi pment in the inputs for a given procedure. The
maj or criterion used for clinical staff time and supplies is
that the suggested input nust be typically used in the
performance of a service to be included as a direct practice
expense. W believe that the sane criterion should be applied
to equipnent. This criterion can be applied nore clearly than
t he other options nmentioned by the comenters, and, thus, should
result in nore consistent assignnment of equi pnent across al
services. Regarding utilization rates, we did solicit
i nformation on specific equipnent utilization rates in the 1997
Notice of Intent to Regulate, but very little hard data were

submtted. For nost specialties, equipnment costs are a very
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smal | portion of total practice expense, averaging less than 5

percent of the total practice expense per hour for the “al
physi ci ans” category. In addition, for nost equipnent, a change
in the utilization rate would produce a negligible difference in
the practice expense RVUs for any service. Therefore, with
perhaps a few specific exceptions, and because of the apparent
difficulty in obtaining reliable objective data, we expect that
this issue will not be a high priority issue during the
refinement process.

Comment: One specialty society agreed that it is
appropriate to capture as indirect expense the costs of the
equi pnent that we have proposed to delete. The specialty
soci ety expressed concern that the SMS survey woul d not include
nost of this equi pnent as indirect expense, disadvantaging
certain specialties who have relatively higher costs for
i ndirect or stand-by equipnment. Oher commenters questioned how
the costs of stand-by and nultipl e-use equi pment can be
reflected if the equipnment is not included in the cal cul ation of
practice expense. One society stressed that, because of the
hi gh costs of radiology equipnent, it is critical that overhead
costs are accounted for.

Response: The comenter raised a valid point about the

rel ati onship between the deleted “indirect” equi pnent and the
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SM5 cost pools. The costs for this del eted equipment are

included in the SM5s cost pools for each specialty. However, we
believe this proposal sinplifies the refinenment of equi pment

wi t hout introducing new problens. First, it is not clear

whet her much of this equi pnent, such as laser printers, |ead
shielding, refrigerators and freezers, cabinets, water systens,
security systens, snoke evacuators and hazard nmaterial spill
kits, would have been included as nedi cal equi pnent or as
indirect costs in the SM5 survey. Second, stand-by equi pnent,
such as crash carts, wheelchairs and ECG nmachi nes, would often
be avail able for nore than one procedure at a time. Allocating
costs of these itens for every service for which they are

avail abl e, rather than for services for which they are typically
used, can nean that we are allocating nore than their actual
costs and thus overstating their value. Third, the inclusion of
the costs of equipnment that is not typically used in a service
means that we have different criteria for equi pnent than we do
for other direct inputs. Fourth, nost of this equipnent is
relatively | ow cost, which is one reason the inpacts of this
proposal are not significant. W also want to clarify that
conmbining all equipnment into one category does not elimnate

fromthe practice expense cal cul ati ons any of the overhead
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equi pnrent, such as the nost expensive radi ol ogy equi pnent, that

is typically used for a given service.

Comment: Societies representing various imaging
specialties requested clarification on the doppler that was
included in the list of potentially deleted itens, because, if
this is an inmage-directed spectral doppler, it should not be
del eted. One of these commenters supported the elimnation of
x-ray boxes because they are no |onger typically used in current
radi ol ogy practice.

Response: The doppler we are deleting fromall but the
rel evant procedures is a hand-held doppler, with a cost of
$1350, that can be used on obstetric patients, not the
ul trasoni ¢ doppl er at $155, 000.

Comment: A society representing obstetricians and
gynecol ogi sts recommended that the foll ow ng equi pment that we
proposed deleting fromall services be retained for specific
codes:

The doppl er shoul d be retained for the prenatal codes
CPT 59400, 59425, 59426, 59510, 59610 and 59618.

The bl ood pressure and pul se oxinetry nonitors should
be retained for procedures requiring anesthesia or sedation, CPT
58555, 58558, 58120, 58800, 59140, 59160, 59812, 59820, 59840

and 59841.
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The suction machi ne shoul d be nmaintai ned for

procedures that include evacuation of the uterus, CPT 58120,
59140, 59160, 59812, 59820, 59821, 59840, 59841.

Response: W will retain the doppler, nonitor and suction
machi ne for the recommended services. Because these were the
only code-specific changes recommended in comments on our
equi pnent proposals, we will be inplenenting our proposals with
only the above changes.

Comment: The American Acadeny of Dernatol ogy (AAD) wanted
clarification on whether we are proposing that dermatol ogy-
rel ated standby equi pment be assigned to the overhead category,
because the specialty gains one percent on the overhead proposal
and | oses one percent on the standby equi prent proposal.

Response: W are proposing to delete fromthe inputs the
identified “standby” equipnment fromthose codes for which the
equi pnent is not typically used. It is a coincidence that the
i npact cane out as it did.

Comrent: One primary care specialty society recomended
t hat we propose a nethodol ogy in the 2001 proposed rule for the
use of an al pha-nuneric code for billing unusual equi pnment costs
associated with a procedure that are not properly captured in

the practice expense data.
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Response: W will certainly consider this idea, although we

foresee many policy and operational difficulties in inplenmenting
this recommendati on.
(v) CPEP Anonulies

In the Novenber 1999 final rule, we nade corrections to the
CPEP data for a nunber of codes when we |earned that the data
contained errors and anonalies that we could easily correct. 1In
the July 2000 proposed rule, we |isted other egregious errors
and anomalies that we are proposing to correct. As we have
previously stated, though certain revisions my be nmade now, al
practice expense inputs for these codes are still subject to
further conment, refinenent, and potential PEAC and RUC revi ew
and recomendations. W received the follow ng coments on our
proposed corrections.

Comrent: A mmjor primary care organi zation agreed with our
decision to correct major errors in the CPEP practice expense
data that had been identified by specialty societies. Another
associ ation stated appreciation for our correction of the supply
list for CPT code 68761 to reflect the cost of a punctal plug.

Response: W are pleased that there was no di sagreenent on
any of the proposed revisions we made in the Novenber 1999 fi nal
rule and the July 2000 proposed rule to correct egregious errors

and anonmalies in CPEP data, with the exception of those
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di scussed below. Therefore, we will be inplenenting all other

changes at this tine.

Comment: Two specialty societies, representing obstetrics
and famly practice, pointed out that we proposed to crosswal k
the CPEP inputs for CPT 59618, which includes antepartum care,
delivery and postpartum care, from CPT 59410, which only
i ncl udes delivery and postpartumcare. They reconmended that we
change the crosswal k to CPT 59510, Routine obstetric care
i ncl udi ng antepartum care, cesarean delivery, and postpartum
care.

Response: The above proposed crosswal k was a typographi cal
error. W thank the comenters for pointing this out, and we
are now crosswal king the CPEP inputs for CPT 59618 fromthe
i nputs for CPT 59510 as requested.

Comment: A specialty society representing interventional
radi ol ogi sts agreed that we had appropriately renoved the
clinical supplies listed in the facility setting for CPT codes
47510, Insert catheter, bile duct and 47511, Insert bile duct
drain. They recomended that these supplies be listed in the
of fice setting, because these are 90-day gl obal services with

two post-procedure visits.
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Response: W have added post-procedure supplies to these

two codes by crosswal king fromthe supplies assigned to CPT code
45525, Change bile duct catheter, adjusted for two post-visits.

Comment: A radiol ogy specialty society objected to our
proposal to crosswal k the inputs of CPT code 78206, Liver image
(3D) with flow fromthe inputs of CPT code 78205, Liver imaging
(3D). The specialty society suggested that it will work with
the PEAC and RUC to determ ne the appropriate additional
expenses.

Response: W view crosswal ks of CPEP inputs as a tenporary
sol ution, and we would wel cone a recommendation fromthe RUC

Comrent: One specialty society commented that they had
previously identified inaccurate inputs, which |lead to anomal ous
RVUs that we have not yet addressed. The conmenter requested
the status of these suggested changes for 13 procedures. For 11
of these procedures there is a request to increase the nunber of
post-operative office visits. For CPT code 52276,
Cystourethroscopy with direct vision internal urethrotony, the
commenter questioned why the facility practice expense RVUs are
much | ower than those for CPT 52340, Cystourethroscopy with
incision, fulguration, or resection of congenial posterior
urethral valves, or congenital obstructive hypertrophic nmucosal

fol ds, even though the practice expenses are simlar. The
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comenter also noted that the supply cost for a double stent

(CPEP supply code 93119) shoul d be decreased from $359 to $150.

Response: W do not view a request to increase the nunber
of post-operative visits as a correction of an egregious error,
because it is not clear w thout supporting evidence that the
current nunber of post-operative visits in our database is
i nappropriate. It would be nost beneficial to discuss this
issue with the RUC, which could then nake recomendati ons to us.
In regard to the second issue, CPT 52340, a code that will be
deleted in 2001, is a 90-day gl obal service, while CPT 52276 is
a 0-day gl obal service and therefore has | ower practice expense
RVWUs. The double stent is currently priced at $179.50. W
appreciate the information that this may be overpri ced.
However, we have awarded a contract to have the prices of al
the CPEP clinical staff, supply and equi pnent inputs updated in
time for next year’s proposed rule and will revise the costs at
that time. |If the society has docunentation on the correct
price for this item we will send this information to our
contractor.

Comment: An association representing psychiatrists
reiterated their concern regardi ng the physician tines assigned
to the psychot herapy codes that include evaluation and

managenent services (E/M. The society recommended that the



129
times assigned to each psychot herapy E/ M code be increased so

that the total tine would be 7 mnutes nore than the tine
assigned to the correspondi ng psychot herapy code w thout E/ M
The commenter argued that this added tinme would be equal to the
time assigned to CPT 99211, the |owest |level office visit with
an established patient, and that this corresponds to the

adj ustnmrent nmade to the work RVUs for the psychotherapy codes
with EfMservices. |In addition, the conment requested that we
make the physician time for CPT 90847, Fam |y psychot herapy
(with patient present), equal to CPT 90846, Fam |y psychot her apy
(wi thout the patient present) and the tinme for CPT 90857,

I nteractive group psychot herapy, equal to CPT 90853, G oup
psychot her apy.

Response: W agree that an increase of seven mnutes in the
physician tinmes for the psychotherapy codes with EfMis
reasonable, and we will make the appropriate changes in our
physician tinme database. 1In addition, we also agree that the
times for CPT 90847 and 90846 should be equal, as should the
times for CPT 90857 and 90853, and we wi |l nmake those increases
in physician tinme as well.

Comrent: The associ ation representing psychiatrists al so

commented that the clinical staff tines for psychotherapy with
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E/ M servi ces are underesti mated and questi oned why we di d not

correct this as an egregious error.

Response: W included as egregious errors and anomal i es
only those instances where there was a clear error or anomaly in
the CPEP data and al so where the correct input would be obvious,
wi t hout the benefit of a nulti-specialty recormendation. W did
not consider the clinical staff tines for psychotherapy codes to
fall into that category; in fact, we have concerns that the
clinical staff time for nost of the psychotherapy codes is, in
fact, overstated. Therefore, we believe that this issue m ght
better be dealt with initially by the RUC

Comrent: A manufacturer of diatherny equi pnent comrent ed
that the practice expense RVUs for CPT code 97024, Application
of a nodality to one or nore areas; diatherny, are underval ued.
The commenter stated that this paynent rate will threaten the
ability of providers to nmake this service available to the
Medi car e popul ati on.

Response: I n checking our direct cost inputs for this
service, neither the clinical staff tinme nor the supplies seem
i nappropriate. The issue appears to arise froma discrepancy in
the cost of the diatherny machine itself. The machine in our
dat abase is priced at $2850. The price range quoted by the

manuf acturer is for $18,000 to $30,000. There is obviously a
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w de range of machi nes avail able, and we will need to determ ne

the nost typical cost to a practice. As nentioned earlier, we
have granted a contract to re-price all of our direct cost
i nputs, including equipnent. W would welconme information on
this and ot her equi pnent used by practitioners and would find
recent invoices particularly hel pful.
(d) Calculation of Practice Expense Pools -- Oher |ssues
(1) Technical Refinenment to Practice Expense Pool s

The Act requires paynent of sone practitioner services
(services of certified registered nurse anesthetists, nurse
practitioners, clinical nurse specialists, physician assistants,
and certified nurse m d-w ves) based on a percentage of the
physi ci an fee schedul e paynent anount. Since the paynment under
t he physician fee schedule for a service perforned by a m d-
| evel practitioner is required to be based on a percentage of
the anount paid to a physician for a service, we proposed using
only physician practice expense data in determining the practice
expense RVUs for each practitioner service. Renoval of the
services perfornmed by md-level practitioners fromthe practice
expense cal cul ations woul d assist in sinplifying the nethodol ogy
and woul d al so be consistent with the statutory requirenent that
we pay for their services based on a percentage of the fee

schedul e anpunt .
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Comment: A primary care organi zation expressed concern

that renoving the services performed by md-|level practitioners
fromthe practice expense cal cul ations m ght have inplications
that were not discussed in the proposed rule. The conment
encouraged us to withdraw the proposal until there is nore

i nformati on and a thorough di scussion of the issue. The AVA
stated in its comment that it would be difficult for us to

i ncl ude such md-1evel practitioner data since we do not have
reliable informati on concerning the extent to which these
practitioners are self-enployed or are enpl oyed by physici ans.
The conmment further noted that we have recomrended that the AVA
request in any practice expense survey the anmobunt of revenue and
patient care hours generated by md-level practitioners.

Anot her primary care organi zati on agreed that this proposal wll
make the net hodol ogy nore consistent with the statutory

requi renent.

Response: The statute specifies the paynent anounts for
practitioners such as nurse practitioners, physician assistants,
and certified nurse specialists. Because paynent for these
practitioners is not based on the cal culation of their own
practi ce expense cost pools, we are renoving these services
fromthe practice expense conputations and will consider further

adj ustments as additional information beconmes avail abl e.
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(i) Medicare Uilization Data

We have received, in response to previous rules, conments
from several surgical specialties urging us to evaluate the
Medi care clains data to elimnate potential errors in the
specialties associated with each service. In the June 2000
proposed rule, we described the anal yses we ran to determ ne
whet her potential errors in the clains data have an adverse
i npact on any specialty or nerely represent "noise" that creates
no significant effect. W tested, for neurosurgery,
opht hal nol ogy and ot ol aryngol ogy, the inpact of reassigning to
t he dom nant specialty the small proportion of allowed services
associated with specialties not expected to performthese
services. The inpacts did not even approach a 1-percent
i ncrease or decrease in any scenario.

We stated our belief that these sinulations denonstrated
that the small percentage of potential errors in our very |arge
dat abase have no adverse effect on specialty-specific practice
expense RVUs. Therefore, we did not propose any further action
at this tine.

Comment: One surgical specialty society expressed concern
that we had dism ssed the inpact of |ess than 1 percent as

i nconsequential and encouraged us to develop a software program
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to reassign obvious errors in the specialty-specific assignnment

of procedures to the appropriate specialty.

Response: W believe that devel opi ng software woul d not be
an easy solution to what we still see as an issue of little
significance for the calculation of practice expense RVWUs. On
what basis do we deci de what an obvious error would be? At this
tinme, we do not have policies that |imt paynent for given
services to only certain physician specialties, and we are not
convinced that the nedical community would actually support our
doing this. In addition, because nmany services are perforned
appropriately by nore than one specialty, on what basis would we
decide to which specialty the services should be reassi gned?
Therefore, though we would certainly want the possible error
rate to be zero, at this tine we do not plan to propose any
changes in our nmethod of handling the utilization data for the
pur poses of cal culating practice expense.

(ti1) Allocation of Practice Expense Pools to Codes

In the July 2000 proposed rule, we discussed the work The
Lewn G oup had recently begun on the third phase of the
proj ect, which concentrates specifically on evaluating the
i ndirect cost allocation nethodol ogy and considers alternatives

to allocating indirect costs by the current nethod. W expect
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their report on this analysis, which will be placed on our

website, to be avail able soon.
Comment: Two specialty societies comented that we should
devel op and i npl enent ways to reduce or elimnate the pool
| eakage that can occur in the weight-averaging step of our
nmet hodol ogy when procedures are perforned by nmultiple
specialties. One comenter argued that the problemis in the
allocation fornula that sets up the | eakage, not the averaging.
Response: These comments refer to nethodol ogi cal issues
surroundi ng the devel opnent of the practice expense relative
val ue units under the “top down” nethodol ogy. W use a
conbi nati on of data on practice expense per hour fromthe SMS
survey, the tine estimated to performindi vidual procedures and
Medi care utilization data to create aggregate cost pools. These
cost pools are allocated to individual codes. Once the costs
are allocated, estimtes of practice expenses for individual
procedures are then wei ght-averaged by the specialties
perform ng each procedure to produce practice expense RVUs for a
procedure. The above commenters are concerned that this process
does not result in practice expense paynents to each specialty
that equal the aggregate cost pools. To the extent that there
is “pool |eakage,” it inplies that an individual specialty’s

practice expense paynents are less than its aggregate practice
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expense pool. The inplication of the comments we have received

on this issue is that specialties that receive aggregate cost
paynents that are | ess than the aggregate cost pools are
underpaid. W disagree. As we indicated in the Novenber 1999
final rule (64 FR 59390), we believe it is nore likely that the
aggregate practice expense pools are overstated, rather than

t hat aggregate practice expense paynents to a specialty are too
| ow.

As we indicated both in that rule and in the June 5, 1998
proposed rule (63 FR 30832), there are two potential sources of
bias in the practice expense per hour data that may result in an
overstatement of the aggregate practice expense pool. First,

m d-1 evel practitioners may have been included in the nunerator
of the practice expense per hour cal culation even though there
is generally separate paynent for their services. Thus, a md-
| evel practitioner woul d be anal ogous to an enpl oyee physici an
who al so generates revenue and whose costs are not included in
the practice expense calculation, rather than to a registered
nurse or other practitioner who cannot furnish a separately
billable service. Second, the md-level practitioner’s hours
spent are not included in the denom nator of the practice
expense per hour cal cul ation even though, |ike a physician, the

m d-1 evel practitioner is generating patient care revenues
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during the hours spent in patient care. To the extent that a

specialty depends on the use of md-level practitioners, then
t he aggregate specialty practice expense pools are likely to be
overstated. Based on information in our utilization data and
coments made to us by one of the cormenters, we believe this is
the case with thoracic surgery. Rather than devel oping a
process that ensures that aggregate practice expense paynents
are equal to overstated aggregate practice expense pools, we
believe the better option is to address the issue of md-Ievel
practitioners in the practice expense nethodology. In this
final rule, we have already addressed one aspect of this issue.
Specifically, we have elimnated any utilization data that
reflects that the service was perforned by a md-I|eve
practitioner. The other aspect of this proposal that we would
like to address is the practice expense per hour cal cul ation
itself. As we have indicated el sewhere, we are interested in
addressing this and other issues related to the practice expense
nmet hodol ogy as we devel op long-term plans for refining the
practice expense RVUs beyond 2002.
(iv) Zero Work Pool

There were no proposals in the July 2000 proposed rule on
this issue. However, in the Novenber 1999 final rule, we

i npl enented the proposal to renove requested services fromthe
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zero work pool and return themto the specialty-specific cost

pool s.

Comment: Many specialty societies and the AMA expressed
approval of our decision to renove a |ist of CPT codes fromthe
“zero work pool” in response to specific requests to do so.

O her organi zations, representing specialties with technical
servi ces, supported our decisions—1) not to nodify the practice
expense RVUs for diagnostic imaging “zero work” services in any
substantial way at this tinme; and (2) to keep the zero work pool
intact, at least until we can devel op a net hodol ogy t hat
accurately captures TC costs. Several comrenters did express
a concern that we erroneously renoved fromthe pool an anount
equal to the increased paynent the renoved services would
receive in their own pools, rather than the paynent rate the
services were assigned in the zero-work pool. Another specialty
soci ety representing TC providers argued that the RVUs of the
codes remaining in the pool should have been maintained at their
previ ous | evel.

Response: W are pleased that there is general support of
our adjustnents to the zero work pool. Wth respect to the
concern expressed, we did deal with the renoval of services from
the zero work pool in a manner that seens consistent with the

views of the conmmenters. W only subtracted fromthe pool the
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dollars for the utilization associated with the renbpved

services, which would represent the rate the services were
assigned in the zero-wrk pool, not the increased rate in the
speci alty-specific pool. Wth regard to the reconmmendation that
the RVUs of the remaining services in the zero-work pool should
be maintained in spite of any adjustnent we nmake, we believe
that such an approach would be unfair to the other services in
the fee schedul e whose practice expense RVUs are not simlarly
protected fromthe effects of changes we nmake in the practice
expense cal cul ati ons.
(e) Site of Service
Clarifying the Definition of Facility/Nonfacility

In the July 2000 proposed rule, we clarified the definition
of facility and nonfacility sites of service for the purposes of
practice expense calculations. This distinction takes into
account the higher expenses of the practitioner in the
nonfacility setting. The major purpose of this distinction is
to ensure that Medicare does not duplicate paynent, to the
physician and to the facility, for any of the practice expenses
incurred in performng a service for a Medicare patient. For
pur poses of the site-of-service, we have defined hospitals,
skilled nursing facilities (SNFs), and anbul atory surgi cal

centers as facilities, because they will receive a facility
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paynment for their provision of services. 1In the July 2000

proposed rule, we proposed to revise 8414.22(b)(5)(i) (Practice
expense RVUs) to define community nental health centers (CVHCs)
as facility settings since CMHCs al so receive a separate
facility paynment for their services.

In addition, we clarified that the nonfacility practice
expense RVUs shoul d be applied to all outpatient therapy
servi ces (physical therapy, occupational therapy, and speech
| anguage pat hol ogy), even when they are provided in a facility.
Only the facility can bill for therapy services furnished to
hospital and SNF patients. Because there will be only one bil
for this service and because the paynent nust reflect the
practice expenses incurred in furnishing the service, the higher
nonfacility RVUs are used to pay for therapy services even in
the facility setting.

Comment: Three specialty societies representing
gastroenterol ogists reiterated their disagreenent with our site-
of -servi ce policy because they believe--

the policy offers a financial incentive for physicians to
perform certain gastroenterol ogi cal procedures in their offices,

rather than in an ASC or hospital outpatient departnent;
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the policy allows the procedures to be furnished in a

physician’s office that does not have to neet accreditation
st andar ds;

the wi de divergence between the paynents in the two
settings may be encouragi ng the performance of gastrointestinal
procedures by non-gastroenterol ogists; and,

this reduction of paynments for endoscopy services in the
facility setting is contrary to the intent of the statute.

The comenters had varying recommendati ons on this issue:
one comment urged us to provide the sane practice expense RVUs
inthe facility and nonfacility settings for 18 endoscopic
gastroent erol ogi cal procedures. Another commenter suggested that
because we now pay therapy services at the nonfacility rate
regardl ess of setting, we should do the sane for the col orectal
screening codes. A mmjor specialty society stated that it is in
the process of working with gastroenterol ogy societies to
devel op a proposal to create a single site-of-service paynent
rate for those services that are furnished |less than 10 percent
of the time in the office.

Response: W believe that some of the comenters conti nue
to m sunderstand the reasons for the distinction between the
facility and nonfacility sites of service and the actual

inmplications of this distinction. W have perhaps added to this
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confusion by continuing, on occasion, to use the term*“site-of-

service differential” to describe this policy. Under the
char ge- based practice expense nethodol ogy, there was an act ual
differential; certain services were automatically reduced by a
pre-determ ned anount when furnished in the facility setting.
However, in our current resource-based “top-down” approach, we
enpl oy no such reduction. Rather, we carry out the statutory
requi renent to devel op practice expense RVUs that reflect the
relative resources involved with furnishing each service. W
doubt that any specialty society would argue that the direct
costs of performng a service in the office setting are not

hi gher than in the facility setting. In the office setting, the
physi ci an nust bear the costs for all of the clinical staff,
suppl i es and equi pnment needed to performa given service; in the
facility setting, these costs are the responsibility of the
facility. Qur RVUs reflect the relative resources used in
furnishing the service in each of the facility and nonfacility
settings. Therefore, to the extent that we have correctly
identified the relative direct costs, there should be no
incentive to performa service in either setting. It is true
that we pay nore to the physician if the service is furnished in
the office, but that is because greater resources are involved

with furnishing the service in that setting. The fact that
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there is a significant difference between the facility and

nonfacility paynment for any given service seens to us both
expected and appropriate. W believe that properly reflecting
the relative resources involved with furnishing services in the
facility and nonfacility settings creates no incentive to
performa service in one setting or another. 1In contrast, a
policy that paid the sane anpunt for a service furnished in a
facility and nonfacility setting would create an incentive to
furnish the service in the facility setting and, thus, would not
be incentive-neutral.

We have serious reservations about adopting a policy to
devel op a single site-of-service paynent for services that are
furnished | ess than 10 percent of the tinme in the office.

First, if there are real concerns regarding patient safety when
certain procedures are furnished in the office, sufficient

evi dence shoul d be presented to the relevant parties so that an
appropriate coverage decision can be made. W enphasi ze that
such a deci sion would be a coverage decision, and would not be a
paynment policy issue. Second, a 10-percent threshold could
elimnate paynent in the office setting for some high-vol une
procedures done thousands of tines there. Third, we have sone
concern that this issue may be a matter of contention between

t hose specialties that generally perform procedures in
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physi ci an-owned ASCs and ot her specialties that would utilize

the office setting. W would suggest that this issue, either as
a general proposal or on a code-specific |level, be discussed in
the PEAC/ RUC, where a multi-specialty recomrendati on could then
be submtted to us.

The site-of-service policy for therapy services nentioned
by a commenter as a precedent is not applicable to other
services in the physician fee schedule. As described above, the
facility itself must bill for both the technical and
prof essi onal portion of the therapy service; in these
ci rcunst ances, the therapist does not bill Medicare at all.
Therefore, the nonfacility RVUs are used to ensure that the
facility is paid for the direct costs incurred in the service.

Comrent: A specialty society representing pediatricians
believed that the site-of-service differentials will |ikely have
an adverse inpact on pediatric specialty care that is primrily
hospi tal -based. Most pediatric sub-specialists, npost of whom
are not hospital-enpl oyed, incur practice expense (in the form
of a |l ease or rent) when they provide anbul atory services in a
hospital -owned facility. This expense nost typically includes
adm ni strative and clinical staff.

Response: W would need nore information on the scenario

descri bed before we can fornulate a definitive response on this
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i ssue. For exanple, it is not clear whether these pediatric

services as described woul d al ways be considered “facility”
services. Avisit to a physician’s office that is | eased froma
hospital could, in many circunstances, be considered a “non-
facility” service by Medicare, if there is not a Part A bill for
the sane service. |In addition, indirect expenses, such as rent
or admnistrative staff salaries, are treated the sane in al
sites under our nethodol ogy. W would wel conme further
di scussion on this issue.

Comment: A commrent from an association representing
provi ders of services in long-termcare facilities contended
that there should be a site-of-service differential for settings
such as SNFs, where patient acuity is higher and where services
nmust be transported to the patients. Use of data fromthe SM5
survey for services perfornmed outside of the physician’ s office
is not appropriate. An occupational therapy association stated
that, though they concur with our clarification that therapy
services woul d al ways be paid at the nonfacility rate, the
resources necessary to provide therapy services in facilities
are not adequately reflected in our practice expense
cal cul ations. A comrenter representing geriatricians conmented
that pre- and post-care involved in nursing home visits are not

reflected in the nursing hone visits.
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Response: The practice expense RVUs for the office and

facility settings differ primarily as a result of the
differences in the direct costs in these sites. Because the SNF
woul d bear the costs of the clinical staff, supplies and
equi pnent, the cost to the practitioner is less than it would be
in the office setting. It is not clear to us how the acuity of
the patients in a SNF would affect the direct practice expense
costs of the practitioner, or what resources are not reflected
in our calculations, since the practitioner is not responsible
for the direct costs in that setting. |If there is clinical
staff time for staff back in the office associated with nursing
home visits, this issue should be brought to the attention of
t he PEAC/ RUC, because they are considering an approach to
standardi zi ng “coordi nation of care” clinical staff tines for
various services to make recomnmendations to us on this issue.
Comment: A long-termcare association recomrended that we
clarify our policy on mxed facilities, which are SNFs that al so
have nursing honme beds, to state that the presunption should be
made that the therapist is treating a nonfacility patient. A
society representing podiatrists requested confirmation of this
policy.
Response: W do not agree that the above recommendati on

woul d be a clarification of our policy on “m xed” facilities.
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W explicitly stated in our July 1999 proposed rule that a

service in a mxed facility should be designated as a facility
service (that is, the place of service would be a SNF), unless
the practitioners can verify that no Part Aclaimw |l be nmade
for the service. |In the latter case, the place of service would
be a nursing honme, and the service would be paid at the
nonfacility rate. W did not change this policy in our Novenber
1999 final rule, and we believe that this is an appropriate
policy.

Comment: Comrenters were supportive of the expansion of
the definition of facilities to include community nental health
centers (CVHCs). However, one commenter, representing a state
health departnent, requested that we clarify the distinction
bet ween CVHCs and ot her types of community nental health
entities to which this would not apply.

Response: A CVHC is a distinct type of facility certified
for Medicare participation for the purpose of providing “parti al
hospitalization services”. As we had explained in the proposed
rule, Medicare paynent to a facility typically includes the cost
of services furnished. |If an entity is not participating in the
Medi care program the nonfacility practice expense RVUs woul d
apply to the services. W believe this nmay not have been cl ear

in the proposed rule. W are revising 8414.22(b)(5)(i)(A) to
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specifically provide that, for calculation of practice expense

RVUs, a CVHC is considered to be a facility and revising
8414.22(b)(5)(i)(B) to parallel the |Ianguage of
8414.22(b)(5)(i)(A. W also specify that the nonfacility
practice expense RVUs are applicable to outpatient therapy
services regardless of the actual setting.

Comment: One organi zation conmented that the proposed rule
di d not address coverage or paynment for “inpatient” only
services perfornmed in the outpatient setting, and referenced the
out patient PPS rul e published April 7, 2000.

Response: This issue is addressed in the outpatient
prospective paynent systemrul es.

(f) Oher Practice Expense |ssue

Comrent: One specialty society recommended that we keep
the practice expense RVUs that will be fully resource-based in
2002 as interimRVUs for a m ni num of another three years,
during which we would consider comments for further code-I|evel
refinenent.

Response: As long as there is a good faith effort on the
part of all parties to continue the quality work that the
PEAC/ RUC has al ready undertaken, we do not plan to close the
door on further code-level refinenments in 2002. W understand

the magni tude of this task and have an interest in ensuring that
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there is sufficient time to deal with the CPEP inputs of al

services in a thoughtful and equitable manner.

Comrent: A specialty society representing neurol ogical
surgeons made a nunber of comments critical of the nethodol ogy
used to allocate practice expenses. These criticisns pertained
to virtually every aspect of the nmethodol ogy. For instance,
there was criticismof the CPEP data, the SMS data, and the idea
that indirect practice expenses are a function of the anmount of
time spent in patient care activities. The comenter further
indicated that the “cursory efforts to ‘validate’ CPEP data by
having it reviewed by RUC s Practice Expense Advisory Conmmttee
(PEAC) seens nore pro forma rather than have it based on sone
i ndependent apprai sal of the real costs that nmay be involved.”
In addition to the criticismcited above with respect to the
met hodol ogy for allocating indirect costs, the conmenter
suggested that we should have sumred the three indirect cost
categories (adm nistrative | abor, office expense, and ot her
expense), and allocated the result to individual codes based on
the work RVUs. The commenter suggested that this was a better
nmet hod than the “unnecessarily tortuous” approach we adopted
that “used the total SM5 pool and divided it by the pool of
di rect expenses..to generate a scaling factor that represented

the fraction of the total that the CPEP data cal cul ati on cl ai ned
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as direct.” |In addition, the comenter objected to a “single

adj ustnent” of 25 percent nmade to the Harvard physician tine
data that are being used to generate the practice cost pools.
They indicated that this adjustnment distorts tinme values for
many codes. The conmmenter suggested that RUC tinme data woul d be
nore reliable than Harvard tinme data and that we shoul d consi der
establishing a rank order reliability in the tinme data based on
dependability of the process that generated the tinme val ues.

For instance, the comrenter suggested that operative |ogs would
provi de a neasure of skin-to-skin tine for intraoperative
portion of surgical procedures that should rank above a group of
estimates of the sanme tinme nade by surgeons.

Response: Wth respect to the criticismof the CPEP data,
we acknow edge that there are Iimtations and anonmalies in the
data that may distort values for sonme services. As required by
t he BBA, we have established a refinenent process that wll
address the inputs for many codes. In this final rule, we are
reflecting refinements to the practice expense inputs for office
visits and office consultations. As a result, services that
account for approximtely 22 percent of Medicare all owed charges
for physicians’ services will have been reviewed and the inputs
been refined. As we describe elsewhere in this rule, we are

maki ng other refinenments with respect to how equi pnment costs are
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bei ng all ocated, and we are continuing to consult wth the PEAC

on devel opi ng supply cost packages that will facilitate
refinement of this aspect of the practice expense inputs.

Al t hough the comenter believed that surveys of physician
practices for resource inputs would be an i nprovenent over the
scrutiny being applied by the PEAC, we disagree. A survey
process to collect direct cost inputs for the over 7,000
procedures on the Medicare physician fee schedul e woul d be

enor nously expensive and tinme consum ng and may be unlikely to
yield better results than are bei ng recommended by the RUC PEAC.
We believe the RUC/ PEAC process allows for a nultispecialty
review of inputs for particular procedures. These RUC PEAC
recommendat i ons have been hel pful to us in sinplifying the
nunber of data inputs going into individual codes and in

i mproving the overall quality of the data that are being used to
determ ne practice expense RVUs.

Wth respect to the indirect nethodol ogy, the commenter is
essentially suggesting that we abandon the direct inputs and use
the work RVUs as the basis for allocating all indirect costs.
Wil e this approach may be sinpler, we disagree that such a
nmet hodol ogy will inprove overall equity in Medicare paynent for
physi ci ans’ services. It would, of course, likely increase

paynents to specialties with relatively high work val ues and | ow
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direct costs. Furthernore, we do not believe this approach woul d

be consistent with the statutory requirenent to recogni ze “al
staff, equi pnent and supplies and expenses” in determ ning the
practi ce expense RVUs.

We do agree with the commenter that it may be hel pful to
val i dat e physician time data using i ndependent information
sources such operative logs. |In fact, as we described in the
July 2000 proposed rule (65 FR 44202), we have several efforts
underway to obtain information on tines spent performng
i ndi vi dual procedures, including using inpatient and out patient
records and operative reports on skin-to-skin surgical times for
sel ect ed procedures.

Comment: One surgical specialty society reiterated its
contention that we have not been providing the inpact analysis
required by the BBA and requested that we do so. The
ost eopat hi ¢ surgeons requested that we publish the inpacts
rounded to a tenth of a percent and that we display the inpact
for the entire period of the transition rather than for the
i ndi vidual year. A society representing radiation oncol ogy al so
requested that we expand the percentage of inpact by several
deci mal places; although the inpact table for radiation oncol ogy
di spl ays zero percentage inpact for each category, there is a

total increase of one percent. An ophthal nol ogy society



153
requested that we publish nore detailed inpacts, and enunerated

five additional inpact anal yses or tables we should include in
the final rule. Three other specialty societies urged us to
conduct the sensitivity anal yses recommended by the GAQ
because, w thout knowi ng the effect of a change in nethodol ogy
or data, it is difficult to know whet her the proposed change is
accept abl e.

Response: W have addressed these comments in previous
rules. W provide a discussion of inpacts in each proposed and
final rule. W also provide detailed information on the HCFA
web page, which allows any group to select services of interest
and determne the inpacts resulting from paynent rates.

Comment: A comrenter suggested that we should identify a
way to incorporate the cost of conpliance with regulations into
the practice expense paynents or into the annual updates to the
physi ci an fee schedul e.

Response: To the extent that these costs are due to
increased clinical or admnistrative staff time, the SMS or
suppl enmentary surveys should reflect these expenses, so they are
already reflected in the practice expense cal cul ati ons.

Comrent: A specialty society representing podiatrists

requested clarification concerning the reduction in practice
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expense RVUs for CPT code 11750, Renoval of nail bed, as
conpared to the previous charge-based RVUs.

Response: Because the charge-based practice expense RVUs
were not based on the resources used to performa service, the
paynment for many services either increased or decreased, sone
significantly, when we inplenented resource-based practice
expense. In thenselves, such changes are not indicative of an
error in our calculations. A conparison to the val ues assigned
to codes in the same or simlar famlies would be nore
inportant. It appears that the fully inplenented practice
expense RVUs for CPT 11750 are in the same range as the val ues
for related services. If the specialty society believes this is
not the case, we would need nore information as to which codes’
val ues appear anonal ous.

Comrent: An occupational therapy association noted that
the fully-inplenented practice expense RVUs for CPT 97110,

Ther apeutic exercises are greater than those for CPT 97530,
Therapeutic activities, even though the CPEP inputs that we
accepted should be the sane for both services. The comrenter
al so questioned why, in the Novenber 1999 final rule, the
practice expense RVUs for the occupational therapy eval uation

and re-eval uation services, CPT 97003 and 97004, were |lower than
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those for the physical therapy evaluation and re-eval uation

services, CPT 97001 and 97002.

Response: W checked the CPEP inputs for CPT codes 97110
and 97530. The tine associated with the use of procedure-
speci fic equi pnent for CPT 97110 was i nadvertently overstated,
causing a slight increase in the equi pnent cost for that
service. W have corrected this error. In addition, as we
expl ained in the Novenber 1999 final rule, we deleted the tables
in the equipnment lists from CPT 97530 because we believed the
service would typically be perfornmed while the patient was
standi ng. However, even when two services have identi cal
inputs, the final practice expense RVUs can differ, if a
different mx of specialties performthe two services. One
reason for the difference between the occupational and physi cal
t herapy eval uation and re-evaluation services is that the
occupational therapy codes were only val ued by one CPEP panel.
The physical therapy codes were val ued by two CPEP panels, one
of which estimated higher staff tines than the other, giving
t hese codes a higher average tinme. The refinenent of these
codes should renove this issue, although, for the reason
expl ai ned above, the practice expense RVUs may still not be

i denti cal
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Comment: Two organi zations representing audiol ogi sts

submtted a joint coment which reiterated their concern
regardi ng our use of data fromthe other specialties that

per form audi ol ogy services to calculate the practice expense
RVUs for these services. The specialty society intended to
performa survey of audiologists practice expenses in order to
gat her nore accurate data.

Response: W have published the criteria and process for
t he subm ssion of specialty-specific supplenentary survey dat a.
We woul d wel cone this additional information.

Comment: A specialty society representing geriatricians
contended that this specialty requires nore office space than
ot her providers and wanted us to increase the space requirenents
beyond what is allowed for internists. They believe we have set
a precedent for this by altering the space allotnent for
physi ci an and occupational therapists.

Response: Under our current practice expense nethodol ogy,
we do not have space requirenents for any physician specialty.
The anobunt of office space needed woul d presumably be reflected
in the SM5 indirect costs for each surveyed specialty, but we
have no way of knowi ng what this is, or of making an adjustnent
to these costs for a given specialty or sub-specialty. The

adj ustment for the physical therapists was a different issue.



157
Because we believed that the crosswalk to the “all physician”

rate that we used for physical therapy would overstate the
indirect costs, we substituted a | ower rate based on a study of
physi cal and occupational therapists that conputed costs for
therapy services partially on the space used for therapy
agencies and |later made an adjustnent to that rate. This
adj ust rent woul d have no rel evance to any other specialty.

Comrent: A comrenter objected to the use of salary
equi val ency guidelines to determne the indirect cost pools for
physi cal therapists. The commenter indicated that the original
estimate of 250 square feet was insufficient to reflect expenses
for therapists in private practice. Wile we agreed that these
space requirenents were insufficient and increased the space to
500 square feet, the comrenter continues to believe that the
sal ary equi val ency data is not an accurate neasure of the
expenses associated with operating a physical therapy office
since these apply to therapy services furnished by an outside
contractor to an outpatient hospital, skilled nursing facility,
home health agency, clinic, rehabilitation agency or public
heal t h agency.

Response: In general, we believe it is better to use data
that reflect a specific physician specialty or nonphysician

practitioners’ costs if they are available. For the direct
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expense itens (clinical staff, equipnment and nedi cal supplies),

there was no data available for physical therapy so we used a
crosswalk to the all physician rate. For the indirect cost
items, we used the information that is directly applicable to
physi cal therapy for use in the practice expense nethodol ogy.
Wil e the use of salary equival ency guidelines data may have
been devel oped for contract physical therapists providing
services in facilities, we believe that a potential shortcom ng
for its use is related to the nunber of square feet of space
that are allotted for each therapist. |In response to previous
comments we increased the space allocation to 500 square feet in
t he Novenber 1999 final rule (64 FR 59404). Wile we are
currently using 500 square feet for the space allotnent and
believe that that anmount may recogni ze sonme conponents of
indirect costs, the figure still may understate the space

requi renents for private practice physical therapists because it
does not recogni ze other conponents of indirect costs that are
not incurred by contract physical therapists working in a
facility setting. In an earlier coment, the American Physi cal
Therapy Association indicated that 250 feet square feet is

i nadequate for physical therapists in private practice. The
coment indicates that approximtely 700 to 850 square feet per

t herapi st are necessary. W are increasing the space
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requi renents fromthe sal ary equival ency guidelines for physical

therapy to 750 square feet. This revision will result in use of
the foll owi ng practice expense per hour for physical therapy for

cal cul ation of the 2001 practice expense RVUs:

Clinical |Admn |Ofice
St af f St af f Expense | Supplies | Equi pnent | O her | Tot al

12.3 5.8 7.5 7.3 3.1 4.4 40. 4

Comment: Many individuals and several specialty groups
expressed concern about the relatively low rates contained in
the July 2000 proposed rule with respect to pain managenent
services. They suggested that this may be due to the practice
expense conponent for these services being underval ued. They
al so pointed out that a few of the services seened to have
significant reductions.

Response: A few of the pain managenent codes were affected
by a programm ng error related to work RVUs. W apol ogi ze for
the error and ensured that this was corrected in this final
rule. To the extent that the rates are |ow due to the practice
expense conponent bei ng underval ued, we woul d recomrend t hat
specialty groups forward the codes in question to the RUC PEAC

for refinenment.
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B. Geographic Practice Cost |ndex Changes

The Act requires that paynents vary anong fee schedul e
areas to the extent that resource costs vary as neasured by the
GPCls. Section 1848(e)(1)(C) of the Act requires us to review
and, if necessary, adjust the GPCls at |east every 3 years.
This section of the Act also requires us to phase in the
adj ustnrent over 2 years and inplenent only one-half of any
adjustnment in the first year if nore than 1 year has el apsed
since the last GPCl revision.

The GPCls were first inplenented in 1992. (A detailed
di scussi on of the devel opnent of the GPCls and references to
obtai ning studi es on the devel opnent of the GPCls can be found
in the July 17, 2000 proposed rule (65 FR 44189). The first
review and revision was inplenented in 1995, and the second

review was inplenented in 1998.

The 2001 t hrough 2003 GPCls represent the third GPCl
update. The 2002 GPCls (Addendum D) are the fully-revised
GPCls. The 2001 GPCls (Addendum E) represent the one-half
transition GPCls. Addendum F shows the estimated effects on
area paynents of the fully-revised 2002 GPCls. The paynent
effects in 2001 will be about one-half of these anobunts.

The sanme data sources and net hodol ogy used for the 1998

t hrough 2000 GPCls were used for the 2001 through 2003 GPCl s.
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The only differences between the 1998 t hrough 2000 GPCls and the

proposed GPCls are in the cost shares and RVU wei ghti ng.
1. Wor k Geographi c Practice Cost Indices

The work GPCls are based on the decennial census. The 1992
t hrough 1994 work GPCls were based on 1980 census data because
1990 census data were not yet available. The work GPCls were
revised in 1995 with new data fromthe 1990 census. New census
data will not be avail able again until after the 2000 census.
We searched for other data that woul d enable us to update the
work GPCls between the decennial censuses, but no acceptable
data sources were found.

We therefore nade no significant changes to the 2001
t hrough 2003 work GPCls fromthe 1998 t hrough 2000 work GPCl s,
ot her than the generally negligible changes resulting from using
1998, rather than 1994, RVUs for this GPCl update, because we
were unable to find acceptable data for use between the
decenni al censuses. W believe that maki ng no changes is
preferable to maki ng i naccurate changes based on unacceptabl e
data. W believe that this is a reasonable position given the
generally smal|l nmagnitude of the changes in paynents resulting
fromthe changes in the work GPCls fromthe 1980 to the 1990
census dat a.

2. Practice Expense Geographic Practice Cost Indices.
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a. Enpl oyee Wage I ndices.

As with the work GPCl's, the enpl oyee wage indices are based
on decenni al census data. For the sane reasons di scussed above
pertaining to the work GPCls, we are not changi ng the enpl oyee
wage indices during this GPCl update.

b. Rent Indices.

The office rental indices are again based on HUD
residential rent data. No changes have been made in the
nmet hodol ogy. The rental indices are based on 2000 rather than
1994 HUD dat a.

c. Medical Equipnent, Supplies, and M scel | aneous Expenses.

As with all previous GPCls, this conponent will be given a
national value of 1.000, indicating no neasurable differences
anobng areas in costs.

3. Mal practi ce Geographic Practice Cost Indices.

As with the previous GPCls, mal practice prem um data were
collected for a mature "clains made" policy with $1 mllion to
$3 million limts of coverage, with adjustnents made for
mandat ory patient conpensation funds. The only difference is
that we proposed to use nore recent data. The proposed
mal practice indices are based on 1996 through 1998 dat a,
conpared to the 1992 through 1994 data used in the previous GPCl

updat e.
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We received the follow ng conments and responses on our

proposed GPCl changes.

Comment: One commenter stated that Medicare physician
rei mbur senent should not vary by geographic area.

Response: The law requires that paynents vary anong
paynent localities as locality cost differences vary as neasured
by the G°PCls. However, the work GPCl by law reflects only ¥ of
the difference in the relative value of physicians' work in the
area and the national average.

Commrent: One conmenter stated that we should not use
census data on the earnings of other highly educated
prof essionals as a proxy for physician earnings. The comenter
suggested that we instead use IRS incone tax data on actual
physi ci an i ncone, which al so has the advantage of being
avai |l abl e on an annual basis rather than every 10 years |ike the
decenni al census.

Response: As stated in this year’s proposed rule and in
all previous reports on the GPCls, the actual reported earnings
of physicians were not used to adjust geographical differences
in fees because the fees are in large part a determ nant of the
earnings. W believe that the earnings of physicians wll vary
anong areas to the sane extent that the earnings of other

prof essionals vary. The GPCl conpares average hourly wages of
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pr of essi onal s anong geographic areas. |RS data on the earnings

of physicians and ot her professionals were previously exam ned
as a possible work GPClI data source. The IRS data were rejected
for nunerous reasons, chiefly because--(1) they did not control
for hours worked, and thus, average hourly earnings could not be
determ ned; (2) the business tax returns of physicians and ot her
prof essionals include entrepreneurial return, as well as the
opportunity cost of time (what a physician on salary could earn
per hour); and, (3) the business returns contain no information
on the nunber and m x of enpl oyees (physicians are included with
ot her nonphysi ci an enpl oyees). The Medicare physician fee
schedul e is based on the principle that fees should reflect
costs, such as opportunity wages, but not other factors, such as
entrepreneurial profit.

Comment: Two commenters stated that the rent GPCl for
Puerto Rico is severely understated. They believe the HUD
rental data to be inordinately lowrelative to the national
aver age because of the high level of poverty in Puerto Rico.
They believe that physician rents are relatively higher conpared
to the national average than reflected by the HUD data. The
commenters suggested that we fund a special study to exam ne the
rental costs in Puerto Rico to see if the HUD rent proxy is

i nadequate to reflect physician rental costs, and, if so, to
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expand the study to other areas with inordinately high poverty

rates.

Response: For the next GPCl update, we will again | ook for
alternative sources to the HUD dat a.

Comment: One conmenter whose mal practice GPCl woul d have
decreased under the proposed rule stated that this would refl ect
decreasing mal practice premuns, while in reality their
mal practice prem uns have increased since 1997, and, therefore,
their mal practice GPClI nust be w ong.

Response: A decreasing mal practice GPCl does not
necessarily refl ect decreasing nal practice premuns. An area’ s
mal practice GPCl reflects its relative position conpared to the
nati onal average. An area could have increasing nal practice
prem uns and still experience a decrease in its malpractice GPCl
if its premuns increased | ess than the national average rate of
I ncrease.

Comment: A commenter from Kansas commented that Kansas
prohibits territorial rating of malpractice premuns within the
State; yet we show two different mal practice GPCls for Kansas.
They state that one of these nmust be an error.

Response: W agree. Kansas is a single statewide locality
under the physician fee schedule. W show two sets of GPCls

because Kansas is served by two carriers. However, the GPCls
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shoul d be the sane. The nal practice GPCI shown in the proposed

rule for carrier 00740 was erroneous. Both carriers should have
the sane mal practice GPCl of 0.823.
Result of Eval uation of Comments

The 2002 fully-effective revised GPCls and the transitional
2001 revised GPCls can be found at Addendum D and Addendum E,
respectively. No changes were made in the 2002 and 2001 GPCls
fromthose proposed in the July 17, 2000 proposed rul e, except
to correct the erroneous Kansas nual practi ce GPCl di scussed
above. Since the revised GPCls could result in total paynents
either greater or |ess than paynents that woul d have been nade
if the GPCls were not revised, it was necessary to adjust the
GPCls for budget neutrality as required by |law. Therefore, we
adj usted the 2001 through 2002 GPCls as follows: work by
0.99699; practice expense by 0.99235; and nal practice by
1. 00215.
C. Resour ce- Based Mal practice Relative Value Units

Resour ce-based nal practice RVUs replaced the prior charge-
based mal practice RVUs on January 1, 2000. A detailed
description of the nmethodol ogy used in establishing the 2000
mal practice RVUs can be found in the July 1999 proposed rule (64
FR 39610) and the Novenber 1999 final rule (64 FR 59383). The

2000 nal practice RVUs are based on 1993 through 1995 mal practice
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i nsurance prem umdata, the |atest data avail able when we began

collecting data to establish the resource-based mal practice
RVUs. W stated in |ast year’s proposed and final rules that we
were collecting nore recent prem um data, and woul d update the
mal practice RVUs as soon as we had finished collecting and

anal yzing the nore recent data.

In the July 2000 proposed rule we stated that we had
obt ai ned, and were currently exam ning, nalpractice prem um data
for 1996 through 1998. W provided a table that conpared the
1993 through 1995 average prem uns (used to cal culate the 2000
mal practice RVUs) with the 1996 through 1998 average prem uns
(used to calculate the 2001 nal practice RVUs). The table showed
that there was very little change in the national average
prem uns from 1993 through 1995 to 1996 through 1998. W,
therefore, anticipated m ninmal changes in mal practice RVUs from
use of the nore recent data.

In addition, in response to conments received on | ast
year's rule, we proposed to accept a conment regarding
crosswal ki ng specialties. W proposed to crosswal k surgical
oncol ogy to general surgery rather than to all physicians. W
al so indicated that the mal practice values to be included in the

final rule reflecting the updated data would remain interim
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Comment : Numer ous comment ers comended the use of nore

recent 1996 through 1998 nual practice premiumdata to replace the
1993 through 1995 data in calculating the mal practi ce RVUs.

Response: W plan to use the nost recent available data in
updati ng mal practice RVUs.

Comrent: Commenters stated that since the proposed 2001
mal practice RVUs were not available for comment in the July
proposed rule, and are being seen for the first tinme in this
final rule, they be considered interimand subject to conment
and revi sion.

Response: W agree. The proposed 2001 mal practice RVUs wi |l |
be considered interim subject to revision in 2002 based on
comments received on this final rule.

Comment: Sonme commenters stated that they were unable to
duplicate the mal practi ce RVU cal cul ati ons using the prem um
data and risk factors shown in our previous proposed and fi nal
rules. They requested that we provide themwith all necessary
information to reproduce the nal practi ce RVUs.

Response: To address this concern, we had our contractor,
KPM5 Consul ting, prepare a technical addendum This addendum
presents a detail ed explanation of all of the information used--
a table of specialty premuns, risk factors for each specialty

either fromthe premumdata or insurer rating nmanuals, code
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crosswal ks for new and revi sed CPT codes, and the budget -

neutrality factor used by KPM5 -wi th exanpl es of the nethodol ogy
used in calculating the mal practice RVUs. It also discusses
speci al circunstances, such as the use of different risk factors
for OB/ GYN for surgical, nonsurgical, and delivery services, and
the use of the surgical risk factor for cardiology for certain
cardi ac catheterization services even though the services are
not in the surgery section of CPT. Wen conbined with our 1999
specialty utilization data, it should be possible to reproduce
KPM5 s mal practice RVU cal cul ations. This technical docunent
can be found at Addendum G

Comment: One commenter stated that we should explore the
collection of non-MD. and non-D.O. prem umdata (such as for
podi atrists, chiropractors, and nurse practitioners) for future
mal practi ce RVU updat es.

Response: W will consider searching for such data for
specialties such as podiatrists and chiropractors. W woul d not
expect to collect such information for groups such as nurse
practitioners since the | aw establishes their paynents at 85
percent of the physician rate.

Comrent: One commenter suggested that certain invasive
el ectrophysi ol ogy codes, have the sane rel ative risks as cardi ac

cat heterization codes, and should be assigned a surgical risk
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factor simlar to the risk factor assigned to cardiac

cat heterizati on codes.

Response: W agree, and have assigned a surgical risk
factor to CPT codes 93600 through 93612, 93618 t hrough 93641,
and 93650 t hrough 93652.

Comment: One commenter stated that since nost OB/ GYNs
perform both obstetrics and gynecol ogy, the higher obstetrics
prem um shoul d be used for all services perfornmed by OB/ GYNs.

Response: W disagree. This comrent was al so addressed in
t he Novenber 1999 final rule. To reiterate our response, it is
true that a physician furnishing a wi de range of services—from
lowrisk visits to high-risk surgeries or deliveries—wll
probably pay a mal practice prem umdriven by the higher-risk
pr ocedur es.

The purpose of the resource-based nal practice RVUs is not to
guar antee each physician an absolute return of mal practice
costs. It is rather to construct nmal practice RVUs based on the
relative mal practice costs anong services. W believe that it
is reasonable to use the lower risk factors for the val ues of
the lower risk services and to allocate the higher relative

val ues to the higher risk services that cause them |In the case
of OB/ GYN services, the higher obstetrical prem uns were used

for services that were clearly obstetrical and were causing the
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hi gher obstetrical prem uns; the gynecol ogi cal surgical risk

factor was used for the surgical services, and the | ower
nonsurgi cal GYN risk factor was used for all other services. W
woul d further note that even if we were to adopt the approach
suggested by this coment, it would have very little, if any,
i npact on paynment rates since OB/ GYN specialties performsuch a
smal | proportion of the lowrisk visits provided to patients in
the U S.
Result of Eval uation of Comments

New mal practi ce RVUs based on the nore recent 1996 through
1998 premumdata will becone effective on January 1, 2001.
These mal practice RVUs will be considered interimfor 2001 and
subj ect to comment and possible revision in 2002. These
mal practice RVUs can be found in Addendum B.
D. Critical Care Relative Value Units

Based on revisions to the definition of critical care
services (CPT codes 99291 and 99292) in the CPT manual for CY
2001, we proposed to value the physician work at 4.0 RVUs for
CPT code 99291 and 2.0 RVUs for CPT code 99292.

In addition, consistent with our discussion in the July
2000 proposed rule for electrical bioinpedance (EB), (see

section H), we proposed not to all ow separate Mdi care paynent
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for EB when it is furnished in conjunction with critical care

services (CPT codes 99291 and 99292).

Comrent: Commenters supported the revision to the
physi cian work for these two codes. However, in the regulatory
i npact section of the July 2000 proposed rule (65 FR 44208), we
stated that “...any inpact of this proposal would be
i ncorporated in the physician fee budget neutrality
calculations.” Commenters believed it would be inappropriate to
make a budget neutrality adjustnent, since we made no adj ust nent
| ast year. They argue that such an adjustnment woul d skew
paynents.

Response: As indicated in the previous response, we are
restoring the work RVUs for critical care to 4.0 for CPT code
99291 and 2.0 for CPT code 99292. The earlier reductions to the
work RVUs were nade assuming there would be a substitution of
critical care for other services that would increase net
paynents if there were no reductions to the work RVUs. W
believe this substitution will not occur because of additional
revisions to the definition of critical care for 2001. Thus net
paynents woul d decrease if we do not restore critical care RVUs
to their fornmer |evels.

Comment: One commenter urged that we reconsider including

paynent for EB services within the critical care codes, because
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they believed it would have a negative inpact on its use in

hospi tal s.

Response: The physician work required to performthis
service involves reading and interpreting a series of nunerical
measurenents. This is generally performed in conjunction with
an eval uati on and nmanagenent servi ce because the neasurenents
produced by this procedure are difficult to interpret without a
clinical evaluation of the patient. W continue to believe that
it is appropriate to include paynent for this service within the
critical care service since the critical care service includes
the review of EB tests. Oher services such as the
interpretation of cardiac output neasurenents (CPT 93561 and
93562) are currently included in the paynment for critical care
services, and we do not believe this has had an adverse i npact
on their performance in the hospital.

Result of Eval uation of Conments

W will finalize our proposal and val ue the physician work
at 4.0 RVUs for CPT code 99291 and 2.0 RVUs for CPT code 99292.
In addition, we wll not allow separate Medicare paynent for EB
when provided in conjunction with critical care services (CPT

codes 99291 and 99292).

E. Care Pl an Oversight and Physician Certification and

Recertification



174
In anticipation of CPT revisions to the definition of care

pl an oversight, we proposed establishing two new HCPCS codes for
care plan oversight to be consistent with our paynent policies.
For the 2001 physician fee schedule, we proposed adding a new
HCPCS code (0181 (care plan oversight, honme health), using the
CPT 2000 definition associated with CPT code 99375 and a new
HCPCS code (0182 (care plan oversight, hospice) using the CPT
2000 definition associated with CPT code 99378. The definitions
proposed for these new codes are:

0181 Physici an supervision of a patient under care of
Medi car e- covered home heal th agency (patient not present)
requiring conplex and nmultidisciplinary care nodalities
i nvol vi ng regul ar physici an devel opnment and/or revision of care
pl ans, review of |aboratory and ot her studies, comrunication
(i ncluding tel ephone calls) with other health care professionals
involved with the patient’s care, integration of new information
into the treatnent plan and/or adjustnment of nedical therapy,
within a cal endar nonth; 30 mnutes or nore.

182 Physi ci an supervision of a patient under care of
Medi car e- covered hospice (patient not present) requiring conplex
and nmultidisciplinary care nodalities involving regul ar
physi ci an devel opnent and/or revision of care plans, review of

| aboratory and ot her studies, comunication (including tel ephone
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calls) with other health care professionals involved with the

patient’s care, integration of new information into the
treatment plan and/or adjustnent of nmedical therapy, within a
cal endar nonth; 30 m nutes or nore.

We al so stated that current policy guidance that applied to
CPT codes 99375 and 99378 will continue to apply to these G
codes, and current paynents for CPT codes 99375 and 99378 w | |
be maintained in 0181 and (0182.

In addition, we proposed establishing two new HCPCS codes
(G0180 and 0179) to describe the physician’s services involved
in physician certification (and recertification) of
Medi car e-covered hone health services. These services include
creation and review of a plan of care for a patient and
verification that the hone health agency initially conplies with
t he physician’s plan of care. The physician’s work in review ng
data collected in the honme health agency’s patient assessnent,

i ncluding the Qutconme and Assessnent Infornmation Set (QASIS)
data, would be included in these services.

The proposed text for the new codes was as foll ows:

0180 (referred to as &xxx3 in the proposal but
renunbered in this final rule) Physician services for the
initial certification of Mdicare-covered hone health services,

for a patient’s honme health certification period, and
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0179 (referred to as &xxx4 in the proposal but

renunbered in this final rule) Physician services for the
recertification of Medicare-covered hone health services, for a
patient’s honme health certification period.

Under the proposed rule, the use of these codes woul d have
been restricted to physicians who are permtted to certify that
home health services are required by a patient according to
section 1814(a)(2)(C and section 1835(a)(2)(A) of the Act.

Under the proposed rule, the physician certification for
home health code (G0180), could be reported only once every 60
days, except in the rare situation when the patient starts a new
epi sode before 60 days el apses and requires a new plan of care
to start a new episode. For services within the episode
(generally beyond the first week or two of care plan
i npl enentation) that are consistent with the definition of care
pl an oversight, the care plan oversight code (G0181) woul d be
used.

Because we believed that the physician work associated with
HCPCS code (0180 is equivalent to that of a | evel 3 established
patient office visit (CPT code 99213), we proposed a val ue of
0.67 for the work RVUs. For (0179, we proposed a value of 0.45
wor k RVUs because we believe the work equates to a |level 2

established patient office visit (CPT code 99212). For practice
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expense RVUs, we proposed to crosswal k both G0180 and (0179 to

the practice expense inputs currently used for care plan
oversi ght (CPT code 99375), since both the certification and
recertification and care plan oversight codes do not require a
face-to-face encounter between the beneficiary and the
physi ci an.

Care Pl an Oversi ght

Comrent: Several comrenters objected to our proposal for G
codes for care plan oversight services because the rational e
presented in the July 2000 proposed rule (65 FR 44196) for the
change was not clear. They stated that the public was not aware
of specific definition changes proposed by the CPT panel, so
they could not determ ne whether the new CPT definitions
conflicted wwth Medicare policy. Thus, the comenters
chal I enged the need for such a conplicated change.

Response: W understand the concerns of the conmenters but
we were at that time unable to provide the full text of the
revi sed CPT codes in the proposed rule. The CPT Conmttee had
not yet released the definitions. The 2001 revi sed CPT code
definitions for CPT codes 99375 and 99378 nmake a significant
change. Specifically, the new definitions include the time the
physi ci an spends comuni cating with non-professional caretakers

involved in delivering the hone health or hospice services.
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Wil e we recogni ze that non-health professionals contribute

to the care of both honme health and hospice patients, our
| ong-standi ng policy has been that paynent for these services is
included in the paynent for evaluation and managenent services.
As we indicated in the Decenber 8, 1994 final rule (59 FR 63421)
that originally established Medicare policies for care plan
oversi ght services, we recognize for separate paynent only the
physi ci an’s comruni cations to the health care professionals
involved in the patient’s care. The goal in care plan
managenent is to be certain that the honme health or hospice
prof essional staff communicate with the patient’s physician to
all ow the beneficiary to receive appropriate care. This
continues to be the justification for an additional paynent.

Comment: One organization requested clarification on
whet her nurse practitioners are able to bill for care plan
oversi ght and physician certification and recertification
services. They stated that the preanbl e discussion suggested
only physicians may bill for these services. The comrenter
bel i eved that under the provisions of the BBA, nurse
practitioners practicing within the scope of State |aw are al so
permtted to performthese services.

Response: Under the provisions of the BBA, nurse

practitioners, physician assistants and clinical nurse



specialists, practicing wthin the scope of State |law, can bil
for care plan oversight services. These non-physician
practitioners nust have been providi ng ongoing care for the
patient through eval uati on and nanagenent (E/M services (but
not if they are involved only in the delivery of the

Medi car e- covered honme health or hospice service). Sections
1814(a)(2)(C) and 1835(a)(2)(A) of the Act require that

physi cians certify and recertify the necessity of hone health
care in order for a particular beneficiary to receive covered
services. Thus, without regard to paynent issues, in order to
be effective, a certification nust be nade by a physician. W
agree with cormmenters that, according to section 1861(s)(2)(K)
of the Act, nurse practitioners and others can perform and,
where appropriate, bill for a service that is a physician
service and within the scope of their practice. 1n adopting
codes for certification and recertification of home health
servi ces and denom nating them as billabl e physician services,
we m ght be perceived as enabling these practitioners to bil

t hose codes. However, nurse practitioners and others not
speci fied under section 1861(r) of the Act cannot neet the
requi renents for certifying and recertifying hone health

servi ces under sections 1814 and 1835 of the Act that

179
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i ndependently require physician certification and

recertification to establish the necessity of treatnent.

Comment: Many commenters indicated they knew about the CPT
panel’s plans to change the code definition for 2001. They
i ndicated that the CPT definition revision adding the reference
to non-health professionals was nerely to clarify that
communi cation with these individuals is sonetinmes just as
integral in providing good care. Sone comenters al so suggested
that this was all owabl e when the codes were originally
devel oped.

Response: W disagree with the commenters. Wen we
originally established a separate paynent for this service, we
established a G code to describe the service. The CPT
subsequent |y adopted the code. It was always our intent, as
di scussed above, to count the tine spent with other health care
professionals toward the 30-m nute threshold. Al though we agree
that interactions with non-health care professionals are
inmportant to the overall care of patients, as explained in the
previ ous response, such comrunication is included in the pre-
visit and post-visit work of evaluation and managenent codes.

Comment: Many commenters expressed concern that adopting
these G codes woul d conplicate billing for care plan oversight

servi ces and exacerbate confusion surroundi ng these services,
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particularly since two sets of codes will exist for care plan

oversi ght (CPT and HCPCS)

Response: Al though we understand the commenter’s concern,
we feel the revised definitions for CPT codes 99375 and 99378
necessitate the establishnent of tenporary HCPCS codes (0181 and
(182. To assure consistency with current Medicare policy, we
find it necessary to retain the current definitions of care plan
oversight by the use of tenporary HCPCS codes (0181 and G0182.
Certification and Recertification

Comment: Comrenters generally supported the proposed new
codes for certification and recertification, and some comenters
enphasi zed that the codes will have a positive inpact on patient
care and al so enhance the role of the physician in home care.
However, sone comrenters were concerned that the CPT/RUC process
was not used for the introduction of these codes, and
recommended that these codes be submtted to the CPT panel for
est abl i shnment of codes.

Response: W wanted the honme health certification and
recertification codes to becone active as soon as possible after
the inplenentation of Medicare’s new hone health prospective
paynent systemthat was effective COctober 1, 2000. Requesting

the CPT panel to adopt these codes was |likely to delay their
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i ntroduction. However, we will now ask the CPT panel to

consi der adopting these codes.

Comment: A few commenters expressed concern that the
proposed val ues for the codes were provided with no expl anati on;
thus, it was difficult to evaluate the proposal.

Response: To val ue these codes, we estimted the val ue of
the work involved. W expect to re-evaluate these services once
physi ci ans becone nore famliar with the new hone heal th paynent
system and use of this procedure code. 1In addition, if the CPT
panel adopts the codes, we expect that the RUC woul d al so revi ew
t hem

Comment: A few commenters asked whet her surgeons may bil
for this service or whether the service is included in the
surgeon’s gl obal fee. These commenters recomended t hat
surgeons be allowed to bill outside the global surgery rules.

Response: Surgeons who refer patients for Medicare-covered
home health care and who are certifying (or recertifying) the
plan of care will be able to report codes Q0179 and (0180.

Comment: We received comments that objected to our
proposal to adjust the conversion factor to assure that
physi ci ans expendi tures woul d not increase as a result of
separate paynent for this service. Sone commenters stated that

a budget-neutrality adjustnment should not be performed because
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t hey believed these were new services that should appropriately

i ncrease physici an expenditures.

Response: W address this comment in the inpact section of
this rule.

Comment: One conmenter suggested we revise the definition
of certification and delete reference to a “patient who has not
recei ved Medi care-covered hone health services for at |east 60
days.” There are scenari os when a patient may require a new
initial certification but 60 days have not | apsed.

Response: Based on the opinions of our medical experts, we
believe that creating a new plan of care is significantly nore
wor k than meki ng even major nodifications to a honme health care
plan. W plan to reconsider this issue once we have nore
experience with these codes.

Comrent: Anot her comrent er expressed concern about the
anbiguity of codes for care plan oversight, certification, and
recertification. The commenter al so believed we needed to take
a nore conprehensive approach to inform ng physicians about the
home heal th prospective paynent system and new codes.

Response: W expect the discussion of these codes in this
preanble to clarify their use. |If additional questions renain,

t hey can be addressed to our contractors who process Medicare
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bills. Qur contractors will notify physicians about fee

schedul e changes for 2001.
Result of Eval uation of Conments
For care plan oversight, we are establishing the foll ow ng

two new codes as proposed:

(181 Physici an supervision of a patient receiving
Medi car e- covered services froma participating home health
agency (patient not present) requiring conplex and
mul tidi sciplinary care nodalities involving regul ar physician
devel opnent and/or revision of care plans, review of subsequent
reports of patient status, review of |aboratory and ot her
studi es, comuni cation (including tel ephone calls) wth other
health care professionals involved in patient’s care,
integration of new information into the nedical treatnent plan
and/ or adjustnent of nedical therapy, within a cal endar nonth;
30 minutes or nore, and

(182 Physi ci an supervision of a patient receiving
Medi car e- covered services froma Medicare-participating hospice
(patient not present) requiring conplex and multidisciplinary
care nodalities involving regular physician devel opnent and/ or
revi sion of care plans, review of subsequent reports of patient
status, review of |aboratory and other studies, conmunication

(1 ncludi ng phone calls) with other health professionals invol ved
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in patient’s care, integration of new information into the

medi cal treatnent plan and/or adjustnent of nedical therapy,
within a cal endar nonth; 30 m nutes or nore.

As stated in the proposed rule, current policy guidance
that applied to CPT codes 99375 and 99378 w Il continue to apply
to these G codes, and current paynments for CPT codes 99375 and
99378 will be maintained in (0181 and G0182, respectively.

For the services involved in physician certification (and
recertification) and the devel opnment of a plan of care for a
patient for whomthe physician has prescri bed Medi care-covered
home health services, we are establishing two new codes as
pr oposed:

30180 Physician services for initial certification of

Medi car e- covered hone health services, billable once for a
patient’s honme health certification period. This code wll be
used when the patient has not received Medi care-covered hone
heal th services for at |east 60 days.

179 Physician services for recertification of

Medi car e- covered hone health services, billable once for a
patient’s honme health certification period. This code would be
used after a patient has received services for at |east 60 days
(or one certification period) when the physician signs the

certification after the initial certification period.
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The (0179 code will be reported only once every 60 days,

except in the rare situation when the patient starts a new

epi sode before 60 days el apses and requires a new plan of care
to start a new episode. For services within the episode that
are consistent with the definition of care plan oversight, the
care plan oversight code ((0181) woul d be used.

Consi stent with section 1835(a)(2) of the Act, a physician
who has a significant ownership interest in, or a significant
financial or contractual relationship with a hone heal th agency
(HHA), generally cannot bill this code for patients served by
t hat HHA.

We have retained the proposed rel ative values, for the
reasons stated earlier. The physician work associated with
HCPCS code (0180 will be valued at 0.67 and for Q0179 the
physician work will be valued at 0.45. W wll use the practice
expense inputs used for care plan oversight (G0181) for both

codes.
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F. Observati on Care Codes

In the July 17, 2000 proposed rule (65 FR 44196) we
i ndi cated that all ow ng paynent under the fee schedule for CPT
codes 99234 through 99236, QObservation or inpatient hospital
care services (including the adm ssion and di scharge services)
for a patient on the sanme date, conflicts with two policies
currently in the Medicare Carrier Manual (MCM). Section
15505. 1(c) in the MCM states that we only pay for a hospital
adm ssion when a patient is admtted as an inpatient and is
di scharged on the same day. Section 15504.b of the MCM states
that CPT codes 99218 t hrough 99220 (Initial Cbservation Care)
shoul d be used if the patient is discharged on the sanme day as
the adm ssion for observation only. Qbservation care discharge
(CPT code 99217) may be used only on the second or subsequent
days for observation care.

These policies also result in different paynments for
patients whose inpatient stay is | ess than 24 hours based solely
on whether they were in the hospital at mdnight. For exanple,
a physician who admts a patient to observation or to inpatient
care at 8 a.m and then discharges the patient at 8 p.m the
sanme day is paid for only the adm ssion service. On the other
hand, a physician who admts a patient to observation or to

inpatient care at 8 p.m and then discharges the patient at
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8 a.m the next day, is allowed paynent for both the adm ssion

and di scharge services.

In response to these concerns, and to clarify our paynent
policy, we proposed the foll ow ng:
| npati ent stay of 24 hours or nore

We woul d pay for both inpatient hospital adm ssion services
(CPT codes 99221 through 99223) and hospital discharge services
(CPT codes 99238 and 99239) when a patient is a hospital
inpatient for a period of 24 hours or nore. The nedical record
woul d have to docunent that the patient was an inpatient for at
| east 24 hours for both of these services to be paid.
| npati ent or observation stay of |less than 8 hours

If a patient is admtted as a hospital inpatient or an
observation care patient for less than 8 hours, we will pay for
only the adm ssion service (CPT codes 99221 to 99223 or 99218
to 99220) on that day. The discharge service is not a
separately bill able service.
| npati ent or observation stay of 8 or nore hours, but |ess than
24 hours

If a patient is admtted as a hospital inpatient or an
observation care patient for a period of 8 or nore hours, but
| ess than 24 hours, we will pay for both the adm ssion and

di scharge services under CPT codes 99234 through 99236 with the
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foll ow ng proposed physician work RVUs and docunentati on

requi renents:
Physi ci an Work RVUs

To properly val ue both the adm ssion and di scharge work of
t hese services, we proposed to continue val uing the adm ssion
portion of the physician work as equivalent to CPT codes 99218
t hrough 99220 (or CPT codes 99221 through 99223) and to reduce
the di scharge work RvUs from 1.28 to 0.67. Thus, the work RVUs
woul d be as follows: CPT code 99234--1.95 RVUs; CPT code 99235--
2.81 RVUs; CPT code 99236--3.66 RVUs. CQur policy would all ow
paynent for CPT codes 99234 through 99236 only for stays of
equal to or greater than 8 hours, but |ess than 24 hours.

In addition to the docunmentation guidelines for history,
physi cal exam nation, and medi cal deci sion making described in
CPT 2000 for CPT codes 99234 through 99236, we proposed
requiring the followng to be docunented in the nmedical record:

. A stay involving 8 hours, but |ess than 24 hours.

. The billing physician was present and personally
performed the services.

. The adm ssion and di scharge notes were witten by the
billing physician.

Comment: A nunber of commenters di sagreed with our

proposal. They stated that we recently accepted the work val ues
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for CPT codes 99234 through 99236 and shoul d not make changes

now. They also stated that, instead of finalizing our proposal,
we shoul d change our paynent policy in the MCMregardi ng paynent
for hospital adm ssions and di scharges on the sanme day. O her
comenters said that the proposed docunentation requirenents
were onerous. These commenters said that the work val ue for

di scharging a patient on the sane day as adm ssion to the
hospital or observation was the sanme as the work val ue for

di scharging a patient in the hospital for one or nore days.

Response: W agree with the commenters that the work val ue
for discharging a patient on the sanme day as admi ssion is
simlar to the work value for discharging a patient on
subsequent days.

We disagree with the cormmenters on the subject of
docunentation. W do not believe it is onerous to require a
physi cian to docunent the length of tine the patient remains in
observation status. M ninmal docunentation, such as noting the
hours in observation status, is required in the nmedical record
to do this. There are other reasons to docunent the tine a
pati ent was seen and orders were witten. For exanple, such
docunent ation all ows physicians and facilities to inprove the
quality of care they deliver. W also continue to believe that

a recorded tinme requirenent is necessary to assure that patients
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are truly being observed and treated for conditions that require

ongoi ng care. Regarding paynent for adm ssion and di scharge on
t he sane day, we have |long established policy that we will pay
for only one E/ M service per physician per patient per day for
t he sane diagnosis, and we do not wish to revisit that policy.
Adm ssion and di scharge of a patient from observation or
the hospital on the sanme cal endar date should be billed as CPT
code 99234 or 99235 or 99236. The hospital and observation
adm ssi on/ di scharge codes shoul d be used when a patient is
adm tted and di scharged on different cal endar dates.
In view of the foregoing explanation, our policy is as
fol | ows:
The relative work values of CPT codes 99234 through
99236 will remai n unchanged.
For a physician to appropriately report CPT codes 99234
t hrough 99236 for Medicare paynent, the patient nust be
an inpatient or an observation care patient for a m ninmm
of 8 hours on the sane cal endar date.
When the patient is admtted to observation status for
| ess than 8 hours on the sanme date, then CPT codes 99218
t hrough 99220 shoul d be used by the physician and no

di scharge code shoul d be reported.



192
When patients are admtted for observation care and then

di scharged on a different cal endar date, the physician

shoul d use CPT codes 99218 t hrough 99220 and CPT

observation di scharge code 99217

When patients are admtted to inpatient hospital care and

t hen di scharged on a different cal endar date, the

physi ci an shoul d use CPT codes 99221 through 99223 and

CPT hospital discharge day managenent codes 99238 or

992309.

For an inpatient adm ssion and discharge | ess than 8

hours | ater on the sanme cal endar date, CPT codes 99221

t hrough 99223 shoul d be used for the adm ssion service,

and the hospital discharge day nanagenent service should

not be bill ed.

The physician nust satisfy the docunentation requirenents

for both adm ssion to and di scharge frominpatient or

observation care to bill CPT codes 99234, 99235, or

99236. The length of tinme for observation care or

treatnent status nust al so be docunented.

We believe that this policy neets the concerns of the

commenters and allows us to resolve the discrepancies in paynent
policy regardi ng sane day hospital and observation care

adm ssion and di schar ge.



193
Result of Eval uati on of Comments

The work RVUs for CPT codes 99234 through 99236 used for
reporting adm ssion for observation care, or inpatient hospital
care and di scharge on the sane cal endar date will not be
changed. The policies outlined above nust be foll owed when
reporting these codes.

G Ccul ar Phot odynam ¢ Therapy and O her Opht hal nol ogi cal
Treat nents

Ccul ar photodynam c therapy (OPT) is a treatnment recently
approved by the Food and Drug Adm nistration for age-rel ated
macul ar degeneration, the nost common cause of blindness in the
el derly. For CPT 2000, ocul ar photodynam c therapy was added to
CPT code 67220, which was fornerly limted to photocoagul ation
by | aser. Because we believe that OPT is significantly
different fromlaser photocoagul ati on, we proposed to establish
new HCPCS codes that specifically identify these procedures as
fol | ows:
xxx5 “Destruction of l|ocalized |lesion of choroid (e.qg.,
chor oi dal neovascul ari zation); photocoagul ation (e.g., by
| aser), one or nore sessions.” W proposed using this code in
pl ace of CPT code 67220 and nai ntaining the work and nal practice
RVUs and the CPEP inputs presently used for CPT code 67220 for

paynent of this new "G' code
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xxx6 “Destruction of localized |lesion of choroid (e.qg.,

chor oi dal neovascul ari zation); ocul ar photodynam c therapy
(i ncludes intravenous infusion).” W proposed a value of 0.55
work RVUs and 0.52 RVUs for the mal practice conponent with a
gl obal period of "XXX.~

We al so proposed the follow ng practice expense inputs for
non-facility settings:

Clinical Staff Tinme. Registered nurse/ophthal nol ogy
technician -- 40 m nutes;

Supplies. Ophthaine, nydriacil, myolfrin, gonisol, post
myd spectacles, verteporfin and al so i nfusion supplies including
sterile and non-sterile gloves, butterfly needle, syringe, band
aid, al cohol swab, staff gown, iv infusion set, and infusion
punp cassette;

Equi prent. Laser, infusion punp, and exam | ane. W
noted that, while we proposed establishnment of procedure codes
for ocul ar phot odynam c therapy, coverage of the procedure is at
t he discretion of the local carrier.

In instances where both eyes are treated the sane day, we
proposed the use of the follow ng HCPCS add- on code:
XXX7 "Destruction of l|ocalized |lesion of choroid (e.qg.,
chor oi dal neovascul ari zation); ocul ar phot odynam c therapy

(i ncludes intravenous infusion)-other eye." (List separately in
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addition to Gxxx6.) For this add-on code we proposed a "ZzZZ"

gl obal period, with .28 work RVUs (half of that proposed for
xxx6) and .52 mal practice RVUs (identical to that proposed for
Gxxx6). The proposed practice expense inputs for services in
the non-facility setting were as foll ows:
Clinical Staff Tinme. Registered nurse/ophthal nol ogy
technician - 5 m nutes;
Supplies. Ophthaine, nydriacil, nyolfrin, and gonisol.

In addition, we identified several other specific
opht hal nol ogi cal treatnments that are not distinctly identified
in CPT 2000. W proposed to establish specific HCPCS codes for
t hese procedures:

“Destruction of localized |lesion of choroid (e.qg.,
choroi dal neovascul ari zation); transpupillary thernotherapy, one
or nore sessions”;

“Destruction of localized |lesion of choroid (e.qg.,
choroi dal neovascul ari zation); photocoagul ati on, feeder vessel
t echni que, one or nore sessions”; and

“Destruction of macul ar drusen, photocoagul ati on, one or
nore sessions”.

We did not propose RVUs for HCPCS codes Gxxx8 through Gxx10

and indicated that the procedures represented experinental
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procedures and that the codes would be used for tracking

pur poses.

Si nce publication of the proposed rule, the AVA CPT
editorial panel has approved a CPT code for Ccul ar Phot odynam c
Ther apy, CPT code 67221, effective for CPT 2001, and renoved the
procedure as an exanple of a service included in CPT code 67220.
In addition, verteporfin has been approved for inclusion in the
Uni ted States Pharnmacopeia and can now be billed separately as a
drug under the Medicare program

Comment: Several commenters requested that we w t hdraw our
proposal to establish a G code for OPT in view of the
establ i shnent of a CPT code for this service. These comenters
al so recommended that we continue to recogni ze CPT code 67220
with its current RVUs.

Response: W agree with the commenters and are w t hdraw ng
our proposed G code for OPT. W wll establish RVUs for CPT
67221 as described below. W wll also continue to recognize
CPT code 67220 and will maintain its current RVUs. W are
removing verteporfin fromthe supplies included in practice
expenses because the drug is now separately billable under

Medi car e.
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Comment: W received comments in agreenment with our

proposal to establish an add-on G code for OPT perforned on a
second eye at the same sitting.

Response: W agree with the cormmenters and are finalizing
this proposal. W will establish RVUs for this G code as
described in a response found later in this section.

Comment: We received comments from physician groups
agreeing with our proposal to establish three G codes for
transpupillary thernotherapy (TTT), feeder vessel technique, and
destruction of macular drusen. It was al so pointed out that
t hese services are not necessarily experinental, as we had
stated in the proposed rule. Al of these commenters said that
codi ng these procedures as CPT 67220 was i nappropri ate because
the work involved in performng these three procedures was
substantially | ess than the work required for 67220. These
commenters al so agreed with our goal of tracking the utilization
of these services and offered to assist us in devel oping
nati onal paynment policy when appropriate. One conmenter,
representing a |l aser manufacturer, recommended continuing to
allow TTT to be coded as 67220. Although this commenter stated
that the work of TTT was simlar to the work of 67220, no

rational e was submtted for this conparison



198
Response: W agree with the commenters who supported our

proposal and are finalizing it. However, coverage and paynent
for these G codes will be at the discretion of each carrier. W
want to thank the comenters offering to assist us in devel oping
nati onal paynent policy at the appropriate tinmne. W will review
the frequency with which these procedures are perforned on

Medi care beneficiaries, and, when there is sufficient Mdicare
experience with this procedure, we will consider devel opnent of
nati onal paynment policies for these services.

Comment: Several national ophthal nol ogi ¢ organi zati ons
submtted detailed informati on and recomrendati ons regardi ng
work RVUs, practice expense inputs, and mal practice RVUs for
OPT.

Comrent: Regardi ng work RVUs, the physician organizations
submtted a joint recormendation of 5.08 work RVUs for this
servi ce based on a RUC survey and conparison of OPT to simlar
retinal procedures such as CPT codes 67141 and 67210 and the
sim | ar photodynam c procedure 43228 and 96570.

Response: Based on conmments received fromspecialty
societies and a conparison of the work values for this procedure
with the work values for CPT code 67210 (Destruction of
| ocalized lesion of retina), we have assigned 4.01 work RVUs to

this service. The intraservice tines and work intensities for
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CPT codes 67210 and 67221 are conparable. Therefore, adjusting

for the work value of the postoperative visits (because CPT code
67210 has a 90-day gl obal period) and the 20 percent retreatnent
rate included in CPT code 67210 and then applying the
intraservice work intensity of CPT codes 67210 and 67221 yi el ds
an appropriate work value for CPT 67221. 1In addition, we are
assigning a 0O-day gl obal period to this code, since this nost
accurately reflects the pre-, intra-, and post-service work and
practice expense RVUs for this procedure.

Comment: Comrenters agreed that the work val ue for
perform ng OPT on a second eye at the sane session as the first
eye was 10 percent of the work value for the first eye. This
was felt to be uniformfor pre-, intra-, and post-service work.

Response: W agree with the commenters and are establishing
a work RVU of 0.47 for (0184, the add-on code for the second
eye. The global period for this code will be ZZZ as proposed.

Comrent: Commenters agreed with our crosswal k of
mal practice RVUs from CPT code 67220.

Response: W are finalizing our mal practice RVUs as
pr oposed.

Comrent: Commenters submtted a |ist of practice expense

i nputs for ocul ar photodynam c therapy.
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Response: W agree with the practice expense inputs

submtted by the comrenters; however, we are adjusting the
regi stered nurse tinme to elimnate a duplication in the counting
of tasks reflected in their comments (reduction of two m nutes)
and have omtted the lens, which is reusable. A list of the
direct inputs for practice expense is provided bel ow under
“Result of Evaluation of Conmments”.
Result of Eval uation of Conments

W will continue to recognize CPT code 67220 “Destruction
of localized |lesion of choroids (e.g., choroidal
neovascul ari zati on); photocoagul ati on, one or nore sessions,
(e.g., by laser)” with its current RVUs. W are recogni zi ng new
CPT 67221 “Destruction of localized |esion of choroids (e.g.,
choroi dal neovascul ari zati on); photodynam c therapy (includes
i ntravenous infusion)” for ocul ar photodynam c therapy and
establishing a work RVU of 4.01, a nmal practice RVU of 0.52 and
using the following direct inputs for determ ning practice
expense:

Clinical Staff Tinme. Registered nurse - 65 mnutes;
Certified ophthal nol ogy technician - 14 m nutes;
Equi prent. Laser, infusion punp, examchair and slit

| anp; and,
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Supplies. Opthaine, nydriacyl, nyolfrin, gonisol,

infusion kit (includes all infusion supplies), gloves, drape,
gown, band ai d.

For G0184 “Destruction of |ocalized | esion of choroid
(e.g., choroidal neovascul ari zation); ocul ar phot odynam c
t herapy (includes intravenous infusion)-other eye” which is the
add-on code for ocul ar photodynam c therapy of the second eye,
we are establishing a work RVU 0.47 and a mal practi ce RVU of
0.52. The following direct inputs will be used for cal culating
practi ce expense:

Supplies. Opthaine, nydriacyl, nyolfrin, and goni sol.

In addition, we are establishing the follow ng HCPCS codes
for ot her ophthal nol ogi ¢ procedures:

@0185 for “Destruction of |ocalized |esion of choroid
(e.g., choroidal neovascul arization); transpupillary
t her not herapy, one or nore sessions”; (186 for “Destruction of
| ocalized lesion of choroid (e.g., choroidal
neovascul ari zati on); photocoagul ati on, feeder vessel technique,
one or nore sessions”; and (0187 for “Destruction of nmacul ar
drusen, photocoagul ati on, one or nore sessions”. Coverage and
paynent for these G codes will be at the discretion of each

carrier.
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H. El ectri cal Bi oi npedance

El ectrical bioi npedance (EB), a noninvasive nethod of
measuring cardiac input, is a covered procedure under Medicare,
if nmedically necessary. Performance of this procedure is
reported by the Level 2 HCPCS code MD302, and the procedure is
currently carrier-priced. 1In the July 17, 2000 rule, we
proposed the following RVUs for this procedure:

1. Practice Expense

We proposed the follow ng direct inputs for determning

practi ce expense RVUs.
Cinical staff time. Registered nurse -- 15 m nutes.
Supplies. Four disposable sensors, patient gown, exam
tabl e paper, and pill owcase.
Equi prrent.  Cardi ac out put nonitor and examtabl e.
2. Mal practice
We proposed 0.02 RVUs for this procedure.
3. Physi ci an Work

W stated that with respect to RVUs for physician work, we
had insufficient information to propose a work value and invited
comments on this subject.

We al so proposed that the paynment for this procedure be
included in reporting critical care. Therefore, separate

paynment woul d not be made for this procedure when provided in
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conjunction with critical care services (CPT codes 99291 and

99292).

Comrent: There was general agreenment with the proposed
direct practice expense inputs. Comenters agreed that,
al t hough the anount of tine for the procedure can vary, the
typical tine is 15 mnutes. They noted that the price for the
sensors per treatnment was higher than the type of sensors used
in an EKG Comrenters also indicated that the average cost of
t he bi oi npedance nonitor was $27,000 (we had priced the
equi pnent at $22,790). A specialty group provided direct
practice data obtained froma survey they had conducted. The
data reflected simlar supplies as proposed, with the addition
of al cohol swabs and al so stated the price of the equi pnent was
$26,225. These data also reflected a clinical staff (registered
nurse) tinme of 29 m nutes.

Response: For the practice expense inputs, we are adjusting
the cost used for the bioinpedance nonitor (increasing the
proposed anount $22,790 to $25,700). In addition, the al cohol
swabs wll be added to the supplies. The specific price
al l ocated to the disposabl e sensors was $9. 95 whi ch was
conparable to the $9 to $10 range reflected in the coments
received; therefore, no change is being nade to the price of the

sensors. W are making no adjustnment to the clinical staff tine
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because, based on further discussions and observation of the

servi ce being perforned, we believe 15 m nutes of registered
nurse time is reasonabl e.

Comment: \While sone comenters agreed with the proposed
value of .02 for malpractice, a few comenters indicated that
t he proposed value of .02 for mal practice was slightly |ow
They recommended a value of .06 that is the mal practice RVU for
CPT code 93720 (pl ethysnography).

Response: W will finalize our proposal of .02 RVUs for the
mal practi ce conponent of this service because we continue to
believe it is nost simlar to the mal practice conponent for an
EKG.

Comment: Comrenters recomrended work val ues ranging fromoO
work RVUs to work RVUs simlar to EKG Interpretation (CPT code
93010), Total Body Pl ethysnography (CPT code 93720), Exercise
Tol erance Test (CPT code 93018), Cardi ac Qut put Measurenent by
t hernodi |l ution (CPT code 93561) and Echocardi ography (CPT code
93320) .

Response: The physician work required for performance of
this service involves reading and interpreting a series of
numeri cal measurenents. This is generally done in conjunction

with an eval uati on and managenent servi ce because the
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measurenents produced by this procedure are difficult to

interpret without a clinical evaluation of the patient.

To determine what, if any, work RVUs to establish for this
procedure, we identified physician work that would be attri buted
to this procedure and would not be billed as part of an

eval uati on and managenent service.

The fact that the information gained froma test is used in
maki ng treatnment decisions is irrelevant to the issue of
determ ni ng physician work (for exanple, results of urinalyses,
conpl ete blood counts (CBCs) are used to nmake clinica
deci sions, but these tests do not contain a physician work
conponent). For exanple, it is possible to make an
el ectrocardi graphi c diagnosis (for exanple, left ventricular
hypertrophy, acute Myocardial Infarction, Heart Bl ock) through
anal ysis of the waveforns on an EKG wi t hout a clinical
evaluation of the patient. This separately identifiable work is
what justifies establishnent of work RVUs for interpretation of
EKGs. It is not as easy to identify separately identifiable
work in the case of cardi ac bi oi npedance. The neasurenents
produced by cardi ac bi oi npedance incl ude bl ood pressure, pulse,
cardi ac output, vascul ar resistance and thoracic fluid content.
Cenerally, abnormalities in any of these do not allow a

di agnosis to be nade (for exanple, hypertension or heart
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failure). These neasurenents are used to provide additional

information to a physician who is clinically evaluating a
patient, in much the same way that results of a CBC and
urinalysis are used. However, after review ng the comments, we
currently believe there is a small anount of physician work in
interpreting the nmeasurenments produced by cardi ac bi oi npedance
that is not billable as part of an E/Mservice. For exanple, if
a physician reviews, interprets, and issues a report, then
separate work can be identified.

We believe that this physician work is nost simlar to the
work of interpreting an EKG and have assigned a work RVU of .17
for the professional conponent of cardiac bioinpedance. W w sh
to enphasize that in order for the PCto be billed, all the
requirenents for billing a diagnostic test nust be satisfied.
W will also bundle the PCinto critical care when critical care
services are furnished, since the critical care service includes
the review of such tests. Furthernore, we will allow this

service to be billed once per physician, per patient, per day.

Result of Eval uati on of Comments
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For HCPCS code MD302, we are establishing a work RVU of

.17, a mal practice value of .02 and are using the foll ow ng
i nputs for PE

. Clinical Staff Time. Registered nurse -- 15 m nutes.

. Supplies. Four disposable sensors, patient gown, exam

tabl e paper, pillowase, and four al cohol swabs.
. Equi prrent.  Cardi ac out put nonitor and examtable
(using a price of $25,700 for the nonitor).

W note that there is a TC and a PC for this service. The
direct practice expense inputs |isted above will be part of the
TC.
| . A obal Period for Insertion, Renpval, and Repl acenent of
Pacemakers and Cardioverter Defibrillators

We proposed to change the gl obal period for the insertion,
removal , and repl acenent of pacemakers and cardi overter
defibrillators (CPT codes 33206, 33207, 33208, 33212, 33213,
33214, 33216, 33217, 33218, 33220, 33233, 33234, 33235, 33240,
33241, 33244, 33249, 33282, and 33284) to O days. This would
permt separate paynent for any care furnished during the
post - operative period by the physician who perforned the
pacemaker or cardioverter defibrillator procedure. W also

proposed an adjustnent to the physician work RVUs and practice
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expense inputs to reflect the change in global period for these

codes.

Comment: Several physician organizations recommended
w thdrawal of this proposal. They comrented that the proposed
reduction in work and paynent for these codes was too drastic
and was inappropriate since nost of the work in these procedures
was intraservice work. They also stated that physicians who
i nsert pacenakers and cardi overter defibrillators generally do
not see their patients postoperatively and do not render any
post operative care for related conditions.

Response: W are deferring this proposal because of the
concerns raised about the adjustnent to the work RVU under our
proposed policy. Nonetheless, we believe that sone commenters
have raised points that, if accurate, suggest that a 0-day
gl obal period and adjustnent to the work RVU is appropriate. W
proposed this policy because of our concern that cardiol ogists
are providing post-operative services during the 90-day gl obal
period, as well as evaluation and managenent services to treat
underlying heart conditions that are unrelated to the insertion,
removal and repl acenent of a pacenaker or cardioverter
defibrillator.

Qur proposed policy was intended to facilitate separate

paynent for the evaluation and nanagenent services unrelated to
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the surgical service. Qur concern was that the 90-day gl obal

peri od was precluding separate paynent for the evaluation and
managenment services. However, we received coments that

i ndi cated that cardiol ogists do not typically provide the

post -operative services related to surgical service. |If thisis
the case, we believe that a 0-day global period is appropriate
for these procedures. Moreover, if the comment is accurate, the
current (not the proposed) work and practice expense RVUs are
Iikely overstated because these val ues are based on one
physi ci an providing both the surgical and post-operative
services. 1In general, we believe that the refinenent process is
useful for revaluing services when the nature of the service has
changed fromits previous valuation. |If the commenters are
correct, the issue of the global period and appropriate relative
val ue units for these services will need further review W

| ook forward to working with the physician community to better
understand the typical practice with regard to the provision of
services related to insertion, renoval and repl acenent of
pacemekers and cardioverter defibrillators. W welcone any
review of this issue that may be undertaken by the RUC as part
of their recommendation related to the 5-year review of work and

the PEAC on issues related to practice expense.
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Nevert hel ess, we are not finalizing our proposal wth

respect to this issue because we believe that physicians have
rai sed valid concerns that the adjustnment to the work RVU in the
proposal may result in an underpaynent for the service. Unti
there is further review of this issue, we are continuing with
current pricing for these services and the use of a 90-day

gl obal peri od.

Result of Eval uation of Comments

No change will be made to the global period for CPT codes
33206, 33207, 33208, 33212, 33213, 33214, 33216, 33217, 33218,
33220, 33233, 33234, 33235, 33240, 33241, 33244, 33249, 33282,
and 33284 in this rule.

J. Anti gen Supply

In the July 2000 rule we proposed anendi ng 8410. 68(b),
Anti gens: Scope and conditions, to change the limtation of
antigen supply from 12-weeks to 12-nonths to be nore reflective
of current industry standards and gui deli nes.

Comrents: The majority of commenters, including national
and State specialty associations, supported this change and
indicated that it was not only reflective of current industry
standards but would i nprove patient care and benefit patients
and practitioners alike. However, a few comenters did not

agree with this revision, and felt that stability of the
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extracts over tine is still questionable. They reconmended that

the 12-weeks limtation be maintained, or that it be changed to
no nore than 6 nonths.

Response: W continue to believe that revising the
regul ation is appropriate, so that it is reflective of current
i ndustry standards. To the extent that the 12-nonth tinme period
is inappropriate for specific antigens, it is a physician’s
responsibility to assure that the clinical potency of the
antigen is preserved by furnishing a supply of antigens for a
shorter tinme franme. The revision to the regulation sinply
allows a physician to furnish a 12-nonth supply of antigens when
t he physician believes it is appropriate, based on the specific
anti gens invol ved.
Result of Eval uation of Conments

We are revising the regul ation at 8410.68(b) as proposed.
K. Low Intensity U trasound

We proposed to renpbve the RVUs that were assigned to CPT
code 20979, low intensity ultrasound stinulation to aid bone
healing. W nmade this proposal because of concerns raised by
commenters, and because the service was a noncovered service
under Medi care.

Comment: One specialty organi zation pointed out that on

July 31, 2000, subsequent to publication of the proposed rule, a
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HCFA Nati onal Coverage Deci sion Menorandum was issued stating

that ultrasound stinulation for the treatnent of established
nonuni ons i s now covered under Medi care.

Response: As pointed out by the comenter, since
publication of our proposed rule on July 17, 2000, a Nati onal
Cover age Decision has been nade that states that low intensity
ultrasound will be covered by Medicare as a treatnent nodality
for nonunion of extremty fractures. This restricted coverage
takes effect on April 1, 2001. Therefore, this service will be
noncovered until that time. Although low intensity ultrasound
was approved under the durable nmedical equi pment benefit, a
single training session for the patient in the use of the device
is required. This session is generally provided by a physician,
or under the direction of a physician, and is appropriately
reported as CPT code 20979, “Low intensity ultrasound
stinmulation to aid bone healing, noninvasive (nonoperative)”.
This service is conparable to the service provided under CPT
code 20974 “El ectrical bone stimulation to aid bone healing;
noni nvasi ve (nonoperative)”. Both are training sessions
provided to a patient once per course of treatnment by a
physi ci an or under a physician’s direction. Based on this, and
in light of concerns raised on the interimRVUs contained in

| ast year’s final rule, we will crosswalk the work RVUs and t he



213
mal practice RVUs for CPT code 20974 to CPT code 20979. W wll

use the following direct inputs for determ ning practice
expense:

Cinical Staff Time. Technician — 45 m nutes.

Equi prent. Examtabl e

Supplies. Mninmumvisit package.

In addition, we are assigning a global period of "XXX"
However, we expect that CPT code 20979 will be billed only once
per treatnent period, and we will require the use of the -25
nmodifier wwth any E/ M service billed by a physician for the sanme
patient on the same day as CPT code 20979. Therefore, any E/ M
service billed in addition to CPT code 20979 nust be distinct
and separately identifiable.

Comrent: One commenter agreed with our proposed
elimnation of RVUs for this code, and requested that we
elimnate all RVUs for status N codes (that is, codes that are
non- covered by Medicare). The commenter felt that the RVUs
associated with status N codes may contain overval ued
m srepresentati ons and that since non-governnmental insurers use
t he Medi care Fee Schedul e as a basis for paynent, use of RVUs
for status N codes grossly m srepresents equitable paynent for

t hese types of services.
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Response: As noted in the response above, based on the

Nat i onal Coverage Deci sion Menorandum we are retaining the RVUs
for CPT code 20979 in the Medicare fee schedule. We wll
further review issues related to publishing RVUs for non-covered
services and may address it in future rul emaking.
Result of Eval uation of Conmments

We are assigning .62 work RVUs and .04 nal practice RVUs to
CPT code 20979 (which are the values al so used for CPT code
20974) and the direct inputs of: technician tinme of 45 mn.
an exam table, and m ni mum supply package will be used to
determi ne practice expense. W note that the inputs for
practice expense are subject to refinenent.
L. | mpl antation of Ventricular Assist Devices

In the July 2000 rule, we proposed to revise the practice
expense RVUs associated with the CPT codes 33975 and 33976
(tmplantation of ventricular assist devices) to reflect an "XXX"
gl obal period. The purpose of this revision was to ensure that
the practice expense RVUs reflect the global period change
published in the April 11, 2000 correction notice (65 FR 19332)
to the Novenber 1999 final rule. No comments were received on

this proposal and we are finalizing it as proposed.
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A | nconpl ete Medical Direction

We currently do not have a national policy that instructs
carriers on the nethod of paynment for a service when the
anest hesi ol ogi st does not fulfill all the nmedical direction
requi renents. One option carriers nmay use is instructing the
anest hesi ol ogist to report this service as a reduced or unusual
service to determ ne appropriate paynent. W did not nake a
specific proposal, but indicated that we would like to clarify
this policy. W outlined possible options in the July 2000
proposed rule that could be alternatives for future rul emaking
consideration. W requested comments, particularly from
physi ci ans and practitioners nost affected by this policy.

We received corments from both of the major anesthesia
groups, the Anmerican Society of Anesthesiol ogists and the
American Associ ation of Nurse Anesthetists, as well as a few

st at e anest hesi ol ogy groups and practicing anest hesi ol ogi sts.
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W will review these suggestions as we determ ne whet her to make

a future proposal.
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B. Paynment for Pulse Oxinetry Services

In the July 2000 proposed rule, we clarified that we w |
continue to pay separately for certain diagnostic codes,
i ncl udi ng pul se oxinetry (CPT codes 94760 and 94761), when they
are nedically necessary and there are no other services payabl e
under the physician fee schedule billed on the sane date by the
same supplier

Comrent: Commenters were appreciative of the policy
clarification; however, they continue to believe that we should
al l ow separate paynent for this service when provided in
conjunction with other services, particularly after years of
payi ng separately for this service. Under current policy,
physi ci ans are unable to receive paynent for the practice
expense associated with the service if it is provided on the
sane day as another service (for exanple, EEM. Commenters
continue to believe that there is additional identifiable work
i nvol ved that should be paid by Medicare. One commenter stated
that this activity is not included in an EfMvignette, and thus,
it should not be bundled into an E/ M servi ce.

Response: As explained in last year’s final rule, we
bel i eve pulse oximetry is no nore resource intensive, and
arguably less so, than recording the patient’s tenperature,

anot her exanpl e of a diagnostic service for which we do not nake
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separate paynent. Because this technol ogy has progressed and

been sinplified and reduced in cost, pulse oxinetry is a
routine, mnor part of a procedure or visit. W wll continue
to bundl e paynent for CPT codes 94760 and 94761 when they are
provi ded the sanme day as other services. The interpretation of
pul se oxinetry is part of the nedical decision making included
in the EfM service. The nedical decision making process

i nvol ves the physician’s assessnent and treatnent plan unique to
the individual patient. CPT vignettes are exanples and do not
necessarily include every potential activity which may occur in
t he nedi cal deci sion naking process.

Comment: One commenter pointed out that we require an
arterial blood gas (ABG or pulse oxinetry for patients
requiring oxygen, and that an ABGis a nore expensive service
t han pul se oxinmetry, and al so can be nore burdensone to the
patient. Therefore, we should continue to reinburse for this
servi ce.

Response: As previously explained, we will make separate
paynment for pulse oxinetry services (CPT codes 94760 and 94761)
when it is nedically necessary and there are no other services
payabl e under the physician fee schedule billed on the same day

by the same supplier
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Result of Eval uati on of Comments

W will continue with the policy of bundling paynent for
pul se oxinetry (CPT codes 94760 and 94761) when it is provided
on the sane day as anot her service. Separate paynent for these
codes may be made only when the services are nedically necessary
and there are no other services payabl e under the physician fee
schedule billed on the sane date by the sanme supplier
C. Qut pati ent Therapy Supervi sion

In the July 2000 proposed rule, we clarified that therapy
assi stants nust be personally supervised by the therapist in
private practice and enpl oyed directly by the therapist, by the
partnership or group to which the therapist belongs. W did not
make a proposal, and the discussion was provided for
i nformational purposes only. W felt that this explanation was
necessary, since revisions in the Novenber 1998 final rule
(63 FR 58814) had pronpted confusion in the therapy industry.
They believed that we had m sinterpreted the supervision
requi renent or had established a new requirenent for therapy
assistants in the private practice setting. W wanted to
clarify that the requirenents for therapy assistants in a
private practice setting had not changed fromthe | ongstanding
requi renents established in Medicare Carriers Manual (MM

instructions (see section 2215F, HCFA Pub. 6) revised in 1981.
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Comment: Two therapy associations asserted that we have

establ i shed a new supervision requirenment for therapy assistants
in the private setting. They base their assertion upon an
anal ysis of the legislative and regulatory history pertaining to
supervi sion of therapy assistants in a private practice setting.
According to the associations, we should state in this rule that
di rect supervision, rather than personal supervision, is
required for therapy assistants in the private practice setting.
In addition, they requested this statenent because Medicare
carriers are now examning clainms prior to 1999, and seeking
nmoney fromtherapists for services furnished without the
t herapi st being “in the roonf with the therapy assistant.
Response: In light of the comments received, we are
carefully examining this issue. W did not propose any change
in the supervision requirenment for therapy assistants in the
private setting in the final rule published Novenber 2, 1998
(63 FR 58860). Any change in the |evel of supervision would
need to be addressed in a future proposed rule.
Comment: Two nedi cal associations requested clarification
as to whether a physical therapist could bill for services
wi t hout ever providing or supervising the perfornmance of that
service. In addition, clarifications were requested about the

application of the physical therapy supervision policy and the
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“incident to” rules applicable to the physician services

benefit.

Response: First, we note that the physical therapy
supervision policy only relates to the therapist in the private
practice setting. A therapist cannot bill for services that he
or she has not either personally performed or supervised the
performance of the service. Mreover, there is no “incident to”
provision in the physical therapy benefit, unlike the physician
services benefit. However, a physician nmay enploy a therapist,
and the services of the therapist nmay be billed as “incident to”
the physician's services if all the requirenents of section 2050
t hrough 2050.1 of the MCM are net.

Comment: A revision in section 2050.2 of the MCMis urged
by a psychiatric association to allow physicians who own a
practice to be off the prem ses when other legally authorized
practitioners, for exanple, psychol ogists and clinical social
wor kers are present. An analogy to physical therapists in
private practice was provided.

Response: The regul atory change that all owed physical
therapists in private practice to be off the prem ses when ot her
qgqualified therapists are present resulted from Congressional
statenents in both the House and Senate committee reports

associated with our fiscal year 1997 appropriations process. To
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address the concerns expressed in these reports, we revised the

regul ations at 88 410.59(c)(2) and 410.60(c)(2). Wth respect
to the coomenters reference to section 2050 of the MCM this
section discusses services and supplies furnished “incident to”
a physician’s professional services. As stated in section
2050.2 of the MCM in order for the services of a nonphysician
practitioner to be covered as incident to the services of the
physi ci an, the services nmust neet all the requirenents for
coverage specified in sections 2050 through 2050.1. There is no
anal ogy between physicians and therapists in this circunstance,
because there is no simlar benefit covering services and
supplies provided incident to a therapist’s professional
services. W have, therefore, no plans to revise section 2050. 2
of the MCM We would al so note that sonme practitioners, such as
clinical psychologists and clinical social workers, have a
statutory benefit under Medicare, and may provide and bill for

services w thout supervision of a psychiatrist.
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D. Qut pati ent Therapy Caps

Section 221 of the BBRA placed a 2-year noratorium on
Medi care Part B outpatient therapy caps (the $1500 cap on
out pati ent physical therapy services including speech | anguage-
pat hol ogy services and the $1500 cap on outpatient occupati onal
t herapy services in all nonhospital settings). The two $1500
caps were inplenmented in 1999 as required by the BBA

The BBRA al so requires us to subnmt to the Congress a
report by January 1, 2001 that includes recommendations on--(1)
t he establishment of a mechani smfor assuring appropriate
utilization of outpatient therapy services; (2) the
establishment of an alternative paynent policy for outpatient
t her apy services based on classifications of individuals by
di agnostic category, functional status, prior use of services
(in both inpatient and outpatient settings), and other criteria,
in place of uniformdollar Iimtations, and (3) howto do this
i n a budget-neutral nmanner.

In the July 17, 2000 rule, we provided exanples of informnal
recommendati ons we have received on this issue, and asked for
comments fromthe public on other alternatives that we m ght
consider in devel oping a paynent policy for outpatient therapy

services. W indicated that this informati on woul d be
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considered in preparing our report to Congress on outpatient

t her apy servi ces.
Result of Eval uation of Conments

Several organizations commented on the issue of outpatient
therapy caps. Sone groups responded to the exanples provided in
the proposed rule, while others offered other alternatives. W
appreciate the information provided and will consider it as we
devel op the report to Congress.

E. HCPCS G Codes

Several comenters recommended that, instead of creating G
codes, we work nore closely with the AMA CPT Editorial Panel to
establish or revise CPT codes to meet our requirenents.

We have a | ong-established working relationship with the
AMA CPT Editorial Panel. W prefer the use of CPT codes to the
use of G codes for reporting physicians' services. In fact,
this year, we initiated the establishnent of a new CPT code that
descri bes ocul ar phot odynam ¢ therapy (67221) for CPT 2001, and
the revision of an old CPT code (67220) to renbve ocul ar
phot odynam c therapy. W did this proactively to avoid the need
to establish a G code. W, along with the ophthal nol ogy
soci eties, brought these recommendations to the CPT Editori al
Panel. Thus we were able to w thdraw our proposal for a G code

for ocul ar photodynam c therapy. W also worked with the panel
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to establish CPT codes for artificial skin placenment and wound

care managenent that will enable to us to retire our G codes for
t hese servi ces.

We believe that sonetinmes HCPCS | evel 2 codes are useful to
the CPT Editorial Panel process. For exanple, use of a new
service can be tracked with the G codes to determine if a future
CPT code is appropriate.

Frequently, we create G codes to reflect our own coverage
and paynent requirenents. These requirenents are usually very
specific, and may nmake it inappropriate to create a CPT code for
general use.

Mor eover, in response to requests from physicians and
ot hers, we nake coverage decisions on a rolling basis. Because
the CPT process requires at |east 1 year between approval and
i npl enentation of a CPT code, we nust create a G code during the
interim W occasionally have specific coverage and paynment
requi renents according to which Medicare paynent is not made for
a specific CPT code. This was the case with the revision of the
care plan oversight codes. W specifically inforned the CPT
Editorial Panel before the codes were revised that the proposed
revi sions woul d be inconsistent with our established paynment
policy, and, therefore, we would need to create G codes for care

pl an oversight and not use the revised CPT codes. Simlarly, we



225
are finalizing our proposal to create G codes for severa

opht hal nol ogi ¢ procedures to track the use of these services and
permt coverage and paynment on a carrier-by-carrier basis. W
had comments fromthe appropriate nedical specialty societies,
and determned that it was not appropriate to create CPT codes
for these services at present. The specialty societies
supported our creation of the G codes; this nmechanismpermts
paynent for these services while establishing a way to track
their use. 1In the case of physician certification and
recertification of a plan of care for hone health services, we
created two new G codes because of our interest in providing
explicit paynent for these services as a result of devel opnent
of the honme health prospective paynent system (PPS). As we
indicated in the home health PPS rule (65 FR 41163), we have
decided to “focus our attention on physician certification
efforts and education in order to better involve the physician
in the delivery of home health services.” Wile we are inposing
no new regul atory requirenments on physicians related to these
services, we felt that it was inportant to establish these two
new codes quickly to allow separate paynent for these services
as soon as possible after inplenmentation of the honme health PPS

on Cctober 1, 2000.
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Use of G codes is also consistent with section 1848(c)(5)

of the Act, which specifically provides us with the authority to
establish a uniform procedure codi ng systemfor the codi ng of
al | physicians’ services.

In sunmary, we support the use of CPT codes. W establish
G codes only when absolutely necessary. W would like to assure
the nmedical community that we will continue work with the AVA
CPT Editorial Panel to mnimze the need for G codes. However,
we have the responsibility for devel oping and i npl enmenting
paynment policy for the Medicare program On occasion, we need
to establish G codes to appropriately adm nister the Medicare
program

F. Wrk RVUs in Proposed Rul e

Comment: A few comenters stated that work RVUs for sone
services were incorrect due to the incorrect placenent of the
deci mal in Addendum B of the July 2000 proposed rule (65 FR
44210). They requested that we correct themin the final rule.

Response: Due to a progranmng error, SOMe Services were
assigned incorrect work RVUs in Addendum B of the proposed rule.
We have taken steps to ensure that this progranmng error is

corrected.
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G Fi ve- Year Refi nenent of Relative Value Units

In the July 17, 2000 proposed rule (65 FR 44201), we
i ncluded a discussion on the activities underway with respect to
the second five-year refinement of work RVUs. W indicated that
we had received comrents on potentially m svalued services from
approxi mately 30 specialty groups, organizations and
i ndi vi dual s, involving over 900 codes. W shared these coments
with the RUC, which makes recommendations to us on the
assignment of RVUs to new and revi sed CPT codes. W also
di scussed current initiatives involving the validation of
physi ci an tinme data.

Comment: Commenters expressed concern about the di scussion
on five-year review activities. They were unsure as to how the
contractor activities outlined in the proposed rule would be
coordi nated with the RUC recomendati ons on work RVUs that will
be forwarded to us for consideration. Comenters al so expressed
concern that contractor activities are primarily focused on
physician tinme. They cautioned that other factors need to be
considered in conjunction with tinme (for exanple, stress,
physi cian effort, and technical effort) when val uing physician

wor k.
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Response: W di scussed the data obtained by our contractors

with the RUC. W also discussed with the RUC and t he physici an
community the best use of the data obtained by our contractors.

Comment: One organization stated that, during the initial
five-year review, budget neutrality was achi eved by applying an
8.3 percent reduction to all physician work RVUs. They strongly
encouraged us to distribute any inpact across all specialties
and all CPT codes for the current 5-year review

Response: Based on our prior experience, we acknow edge
that there has been significant interest in how we make
adj ustments to achi eve budget neutrality as a result of work
refinement. We will discuss potential options and propose an
adj ustnment to ensure budget neutrality resulting fromthe work
RVU refinement in next year's proposed rule.

Comment: One commenter asked when the Health Econom cs
Research (HER) study data di scussed in the proposed rul e woul d
be avail abl e.

Response: W anticipate that the study data will be
avai |l abl e by Decenber 1, 2000. W w Il be posting this
i nformati on on our honepage. (Access to the honepage is
di scussed in the introductory section of this rule under

“Suppl ementary Information”.)
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V. Refinenment of Relative Value Units for Cal endar Year 2001

and Responses to Public Comments on InterimRelative Value Units
for 2000 (Including the InterimRelative Value Units Contai ned
in the July 17, 2000 Proposed Rule)
A, Summary of |ssues Discussed Related to the Adjustnent of

Rel ati ve Val ue Units

Section IV.B. of this final rule describes the nethodol ogy
used to review the comments received on the RVUs for physician
wor k and the process used to establish RVUs for new and revised
CPT codes. Changes to codes on the physician fee schedul e
reflected in Addendum B are effective for services furnished
begi nni ng January 1, 2001.
B. Process for Establishing Wrk Relative Value Units for the

2001 Fee Schedule and Clarification of CPT Definitions

Qur Novenber 2, 1999 final rule on the 2000 physician fee
schedul e (64 FR 59380) announced the final work RVUs for
Medi care paynent for existing procedure codes under the
physi ci an fee schedule and interimRVUs for new and revised
codes. The RVUs contained in the rule apply to physician
servi ces furni shed begi nning January 1, 2000. W announced t hat
we considered the RVUs for the interimcodes to be subject to
public comment under the annual refinenent process. |In this

section, we summari ze the refinements to the interi mwrk RVUs
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t hat have occurred since publication of the Novenmber 1999 fi nal

rule and our establishnment of the work RVUs for new and revised
codes for the 2001 fee schedul e.

Wrk Relative Value Unit Refinenments of Interim and Rel ated
Rel ative Value Units
1. Methodology (Includes Table titled Wrk Relative Val ue Unit
Refinenments of the 2000 Interimand Rel ated Rel ative Val ue
Units)

Al t hough the RVUs in the Novenber 1999 final rule were used
to cal cul ate 2000 paynent anounts, we considered the RVUs for
the new or revised codes to be interim W accepted coments
for a period of 60 days. W received substantive conments from
approximately 11 specialty societies on approxi mtely 29 CPT
codes with interimwrk RVWs. Only conmments on codes listed in
Addendum C of the Novenber 1999 final rule were considered.

We used a process simlar to the process used in 1997.

(See the Cctober 31, 1997 final rule on the physician fee
schedul e (62 FR 59084) for the discussion of refinement of CPT
codes with interimwrk RVUs.) W convened a nultispecialty
panel of physicians to assist us in the review of the coments.
The coments that we did not submit to panel review are

di scussed at the end of this section, as well as those that were

revi ewed by the panel. We invited one representative from each
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of those specialty societies fromwhich substantive comments

were received to attend a panel for discussion of the codes on
whi ch they had conmented. The panel was noderated by our

medi cal staff, and consisted of the follow ng representatives.
Voti ng Menbers:

One or two clinicians representing the comrenting
specialty(s), based upon our determ nation of those specialties
which are nost identified with the service(s) in question.

Al t hough commenting specialties were wel coned to observe the
entire refinement process, they were only involved in the

di scussi on of those services for which they were invited to
partici pate.

Two Primary care clinicians nom nated by the Anmerican
Acadeny of Fam |y Physicians and the Anmerican Society of
I nt ernal Medi ci ne.

Five Carrier nedical directors.

Four clinicians with practices in rel ated
specialties, who were expected to have know edge of the services
under review.

The panel discussed the work involved in each procedure
under review in conparison to the work associated with other
services on the fee schedule. W had assenbled a set of

reference services, and asked the panel nenbers to conpare the
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clinical aspects of the work of services they believed were

incorrectly valued to one or nore of the reference services. In
conpiling the set, we attenpted to include—1) services that are
commonl y performed whose work RVUs are not controversial; (2)
services that span the entire spectrumfromthe easiest to the
nost difficult; and (3) at |east three services perfornmed by
each of the major specialties so that each specialty would be
represented. The set |isted approximately 300 services. G oup
menbers were encouraged to nake conparisons to reference
services. The intent of the panel process was to capture each
partici pant’s independent judgenent based on the di scussion and
his or her clinical experience. Follow ng each discussion, each
participant rated the work for the procedure. Ratings were

i ndi vi dual and confidential, and there was no attenpt to achi eve
consensus anong the panel nenbers.

We then anal yzed the ratings based on a presunption that
the interimRVUs were correct. To overcone this presunption,
the inaccuracy of the interimRVUs had to be apparent to the
broad range of physicians participating in each panel.

Ratings of work were anal yzed for consistency anong the
groups represented on each panel. |In general terns, we used
statistical tests to determ ne whether there was enough

agreenent anong the groups of the panel, and whether the agreed-
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upon RVUs were significantly different fromthe interi mRVUs

publ i shed i n Addendum C of the Novenber 1999 final rule. W did
not nodify the RVUs unless there was a clear indication for a
change. |If there was agreenent across groups for change, but
the groups did not agree on what the new RVUs shoul d be, we
elimnated the outlier group, and | ooked for agreenent anong the
remai ni ng groups as the basis for new RVWUs. W used the sane
met hodol ogy in analyzing the ratings that we first used in the
refinement process for the 1993 fee schedule. The statistical
tests were described in detail in the Novenber 25, 1992 fi nal
rule (57 FR 55938).

Qur decision to convene nultispecialty panels of physicians
and to apply the statistical tests described above was based on
our need to balance the interests of those who comented on the
wor k RVUs agai nst the redistributive effects that woul d occur in
other specialties. O the 11 codes reviewed by the
mul ti specialty panel, all were the subject of requests for
increased values. O the 11 interimwork RVUs that were
reviewed, 9 were increased and 2 were unchanged.

W al so received comments on RVUs that were interimfor
2000, but which we did not submt to the panel for review for a
variety of reasons. These coments and our decisions on those

comments are discussed in further detail bel ow
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The table below lists the interimand rel ated codes

reviewed during the refinement process described in this
section. This table includes the follow ng information:
CPT Code. This is the CPT code for a service.
Description. This is an abbrevi ated version of the
narrative description of the code.
2000 Wrk RVU. The work RVUs that appeared in the
Novenber 1999 rule are shown for each reviewed code.
Requested Wrk RVU. This colum identifies the work
RVUs requested by comrenters.
2001 Wrk RVU. This columm contains the final RVUs

for physician work.

[GPO--Insert XL File Table-Titled "Refinenment of 2000

InterimWrk Relative Val ue Units]
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2. | nteri m 2000 Codes.

CPT code 11980 Subcut aneous hornone pellet inplantation

W did not receive a work RVU recommendation fromthe RUC
for this code, and therefore crosswalked it to CPT 11980 for the
2000 fee schedule. One commenter indicated that a
recommendation for work RVUs woul d be included in the RUC
recommendati ons for 2001, and urged that we accept this RV
recommendat i on.

Fi nal decision: The 2001 RUC recommendation for CPT Code
11980 has been revi ewed and accept ed.
CPT code 27096 Injection procedure for sacroiliac joint
art hrography and/or anesthetic steroid

We reduced the work RVU for 27096 fromthe RUC proposed
value of 1.40 to 1.10 based on a wei ghted average with CPT code
20610 (Large joint injection—wrk RVU of 0.79) Commenters
poi nted out that while this was one of the codes used prior to
approval of CPT code 27096, it (20610) was cited as being
i nadequat e, because the sacroiliac joint injection requires nore
precision and skill than does a large joint (for exanple, hip)
injection. They also indicated that the reduction nade by HCFA
to account for the fact that this procedure may be perfornmed
W t hout contrast was not justified. |In light of these comments

we referred the code to a refinenment panel for review
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Final decision: As a result of the statistical analysis of

the refinenent panel ratings, the final work RVUs are
establi shed as 1.40 for CPT code 27096.
CPT code 61862 Subcortical neurostimulator array inplantation
The RUC eval uated this code using a building block approach
that included the work of sterotactic |ocalization, the device
i npl antation and 140 m nutes of intra-operative testing.
A few comment ers expressed concern about our rejection of
t he RUC recommendati on of 27.34 work RVUs and our proposed 19. 34
work RVUs. We subtracted 8.00 RVUs attributed to 140 m nutes of
intra-operative testing, since this tine was variable and it
coul d be reported under other CPT codes. The comenters
expl ai ned that the assignnent of surgeon work during this 140
m nut es of el ectrode maneuvering was done by conparing the work,
including intensity, to CPT code 99291 at an equivalent rate of
4.00 RVUs for each of the approximately 2 hours in this average.
| nformati on was provided during the discussion at the RUC t hat
the tinme of 140 mnutes was truly an average, with sonme testing
requiring as long as 3 to 4 hours to achieve satisfactory
el ectrode placenent. The comenters recomrended that we restore
the mssing 8.00 RVUs and accept the RUC recommendati on of 27.34

for this code. Due to the questions concerning our reduction of
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8.00 RVUs, we referred this code to a refinenent panel for

revi ew

Final decision: As a result of the statistical analysis of
the refinenent panel ratings we are retaining the work RVU of
19. 34 for CPT code 61862.

CPT code 61885 I ncision and subcut aneous pl acenent of
crani al neurostinul ator pul se generator or receiver, direct or
i nductive coupling; with connection to a single electrode array

CPT code 61885 was revised to add a delimter to the code
t hat specified connection of the neurostinulator to a single
el ectrode array, and a new code (CPT code 61886) was introduced
for situations involving two or nore el ectrode arrays. W had
recei ved recommendations for work RVUs for the revised CPT code
61885, as well as the new CPT code 61886. Comrenters disagreed
with our statenent that there was no evidence to justify an
increase in the work RVWU for CPT code 61885. W al so noted that
the work RVU for this code had been increased in the |ast 5-year
review. Commenters felt that the RUC anal yses presented
supported an increase in the work RVU. In |ight of these
comments, we referred this code to the refinenent panel for

revi ew.
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Final decision: As a result of the statistical analysis of

the refinenent panel ratings, the final work RVUs are 5.85 for
CPT code 61885.
CPT code 62263 Percut aneous |ysis of epidural adhesions using
solution injection (for exanple, hypertonic saline, enzyne) or
mechani cal neans (for exanple, spring-wound catheter) including
radi ol ogic | ocalization (includes contrast when adm ni stered)
This was a new CPT code for which the RUC had recommended
work RVUs of 7.20. We reduced the value to 6.02 based on two
determ nations—{1) that the RUC had erroneously counted the
insertion of a catheter twice in conpiling the conponent
services; and (2) the appropriate building block for the
fl uoroscopi ¢ gui dance was code 76003, not 76005. Commenters
requested that we reconsider these decisions. They indicated
that they had intentionally doubled the value for catheter
insertion, as insertion of a catheter into a tight scarred
epi dural space involved nore work than the typical epidural
injection. They also felt that the fluoroscopic code the RUC
had used was appropriate, and nore accurately reflected the work
involved. 1In response to these coments, we referred this code

to the refinenment panel for review
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Final decision: As a result of our statistical analysis of

the refinenent panel ratings the final work RVU for CPT 62263
wll be 6.14.

CPT codes 62310, 62311, 62318, 62319 Epidural or subarachnoid
spi ne injection procedures

We had agreed with the relativity of these new codes
established by the RUC, but in order to retain budget neutrality
within this famly of codes, we had to uniformy reduce the RUC
recommended values. Commenters indicated that our cal cul ations
of the anmount of reduction in the work RVUs needed slight
adjustments. The specialties involved in devel oping the work
RVUs submtted the following re-scaled work RVUs that they felt
were a better reflection of the budget neutrality adjustnent
while preserving the intra-famly relativity of the new codes
(62310-1.95; 62311-1.57; 62318-2.26; and 62319-1. 88).

Final decision: W reviewed the work RVUs submtted by the
specialty, and found the proposed work RVUs not to be budget
neutral. W apply a standard techni que, using the nost recent
avai l abl e data, to arrive at budget neutral values. The work
RVUs, as published in the Novenber 1999 final rule will be

r et ai ned.
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CPT code 72275 Epi dur ography

We reduced the work RVUs for this new code by approxi mately
one third, fromthe 0.83 recommended by RUC to 0.54. Conmmenters
di sagreed with this reduction, noting that the conparison codes
sel ected by HCFA nedical staff to support this reduction did not
accurately reflect the work involved. They indicated that the
RUC survey reflected that there was a greater anmount of tine
involved. This code was referred to the refinenent panel for
review.

Final decision: As a result of our statistical analysis of
the refi nenent panel ratings, we are assigning a work RVU of
0.76 to CPT code 72275.

CPT code 73542 Sacroiliac joint arthrography

The RUC recommended val ue of 0.64 work RVUs was reduced to
0.54 work RVUs based on our belief that there was no difference
in wrk fromthe primary survey reference code (CPT code 73525
whi ch has a work RVU of 0.54). Commenters disagreed with this
reduction. Although the tine estimtes between CPT code 73542
and the reference code are simlar, the nmean
intensity/conplexity nmeasures are consistently higher for CPT
code 73542, and therefore warranted the RUC recommended wor k RVU
of .64. The RUC valued this code not only according to the tine

required, but also according to the intensity of the service.
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Comrent ers recommended adoption of the RUC work RVUs of 0.64 for

CPT code 73542. This code was referred to the refinenent panel
for review.

Final decision: As a result of our statistical analysis of
the refi nenent panel ratings, we are assigning a work RVU of
0.59 to CPT code 73542.

CPT code 76005 Fl uoroscopi c gui dance and | ocalization of needle
or catheter tip for spine or paraspi nous diagnostic or

t herapeutic injection procedures (epidural, transforam nal

epi dural, subarachnoid, paravertebral facet joint, paravertebral
facet joint nerve or sacroiliac joint) including neurolytic
agent destruction

The RUC recommended val ue of 0.60 work RVUs for this new
code was reduced to 0.54, because we did not believe there was
enough difference in work fromthe primary survey reference code
76003 (0.54 work RVUs). Commenters disagreed with this
determ nation, and indicated that the survey data results were
evi dence that conparison between CPT codes 76005 and 76003 was
not appropriate, since the survey showed nore tinme for CPT code
76005, as well as a consistently higher estinmation of intensity
and conplexity. Comrenters al so pointed out that another
established code in the sane famly (CPT code 76001 with a work

RVU of .67) was al so previously used to report this service.
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Fi nal decision: The RUC recommended .60 work RVUs for CPT

code 76005. We reduced this recommendation to .54 work RVUs
based upon reference procedure CPT code 76003. W inadvertently
failed to al so exam ne the other reference procedures identified
on the RUC survey. Based upon the other reference procedures
whi ch were |isted, CPT code 76001 (work RVU = .67), we are
changing the work RVU to the RUC recommended val ue of .60.
CPT code 76873 Prostate vol une study

We reduced the RUC recomendation of 1.92 work RVUs to .99,
since we did not believe that general anesthesia is used in this
procedure. Comrenters disagreed with this point and indicated
that, because the patient nust remain notionless during the
procedure, significant sedation, either general or spinal
anesthesia, is used. Thus, this is usually perforned in a
hospital operating room (outpatient) or anmbul atory surgi cal
center. Commenters also objected to the conpari son we nade
between this code (76873) and CPT code 76805 Echography,
pregnant uterus, B-scan and/or real tine wth inmge
docunent ati on; conplete. An obstetric ultrasound does not
requi re anesthesia and is done in a physician’s office.
Commenters al so questioned our statenent that we would not all ow
paynment for a prostate vol unme study when perfornmed on the sane

day as seed inplantation or other services that are part of seed
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inplantation. During the RUC deliberations, it was specifically

di scussed that the prostate volunme study was not included in the
work for seed inplantation (CPT code 55859). This code was
referred to the refinement panel for review

Final decision: As a result of our statistical analysis of
the refi nenent panel ratings, we are assigning a work RVU of
1.55 to CPT code 76873.

CPT codes 90471 and 90472 | muni zati on adm ni stration

In the final rule published Novenber 2, 1999, we included a
di scussion of practice expense inputs and omtted a di scussion
of the RUC recomended work RVUs for these codes. Conmenters
encouraged us to publish the values for these codes, noting that
whil e these are not reinbursed under the Medicare program fee
schedul e val ues provi de gui dance to other payers who use the fee
schedul e.

Final decision: Wiile we realize that other payers may use
the RVUs under the physician fee schedule, since these are
noncovered servi ces under Medicare, we are not including val ues
for these services in the fee schedule. The discussion on
practice expense was erroneously included. As we indicated in
an earlier discussion, we will be exam ning the issue of

i ncl udi ng val ues for noncovered services in the fee schedul e.
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CPT codes 93741, 93742, 93743, 93744 El ectronic anal ysis of

paci ng cardi overter-defibrillator

W reduced the RUC recommendations for work RVUs for these
codes (93741-0.64; 93742-0.73; 93743-0.83, and 93744-0.95)
because we felt there were inconsistencies between the
recommendati ons and the survey data. Commenters stated that the
differences in tine reflected between the earlier surveys and
three 1998 and 1999 surveys were a result of the large increase
in the conplexity of the technol ogies associated with these
procedures over the last few years. Wth ol der devices, there
was | ess information to analyze. The new t echnol ogy provides
nore information, thus, the work involved is significantly
greater than it was when the reference procedure was initially
eval uated. These codes were referred to the refinenent panel
for review.

Final decision: As a result of our statistical analysis of
the refi nenent panel ratings, we are assigning the foll ow ng
wor k RVUs: 93741-0. 80, 93742-0.91, 93743-1.03, 93744-1.18.
Practice Expense Refinenents of 2000 Interim and Rel ated
Rel ative Value Units

We received the followi ng conments on the interimpractice

expense RVUs assigned to the new and revised CPT codes for 2000:
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CPT code 33410, Repl acenent, aortic valve, with cardi opul nonary

bypass; with stentless tissue valve
A specialty group comrented that the practice expense RVUs
for this code should be slightly higher than for CPT code 33406,
Repl acenent, aortic valve, wi th cardi opul nonary bypass; with
honmograft valve (freehand), due to the difference in the grafts.
However, the practice expense RVUs for CPT code 33410 are 0.09
| ess than the practice expense RVUs for CPT code 33406. The
commenter adds that, due to this error, physicians have received
unfairly | ow rei nbursenment for this procedure in CY 2000, and
shoul d receive fair conpensation after this error is corrected.
Response: The RUC nmade no recommendati on on the practice
expense inputs for this code, but the Society of Thoracic
Sur geons recommended that we crosswal k the direct inputs from
t hose assigned to CPT code 33406, which we did. The identified
paynment anomaly did not exist in the practice expense RVUs
publ i shed in our Novenber 1999 final rule. There was a
calculation error reflected in the published RVU values in the
July 2000 proposed rule (65 FR 44210) that has been corrected in
this final rule. W hope that the code will be refined soon, so
that it will no | onger be necessary to use a crosswal k for the

practi ce expense inputs.
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CPT code 33249 Insertion or repositioning of electrode |ead(s)

for single or dual chanber pacing cardioverter defibrillator and
i nsertion of pul se generator

We received cooments fromtwo organi zations representing
cardi ol ogy and paci ng el ectrophysiology on the interi mPE RVUs
for this procedure. Both commenters indicated that the practice
expense RVUs shoul d be increased to account for the fact that
under the revised definition, this procedure now includes the
i npl antation of dual chanber | CDs.

Response: W did not receive a practice expense
recomendation on this revised code fromeither the RUC or the
specialty societies, and we kept the practice expense inputs at
their original level. Because this is a procedure that would
only be perforned in the facility setting, an increase in the
physi ci an work involved to performthe service would not lead to
an increase in the practice expense, unless there would be nore
post-surgical visits associated with the revised service. No
claim has been made that this is the case. Therefore, we
believe that there is no justification for increasing the
practi ce expense RVUs.

CPT code 92961, Cardi oversion, elective, electrical conversion

of arrhythma; internal (separate procedure)
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One organi zation indicated that, for the PE inputs, we

crosswal ked this code to CPT code 93610, intra-atrial pacing,
whi ch does not include costs associated with a cardi oversion,
which is part of the procedure. They recomended that we use a
bui | di ng bl ock approach, using inputs from CPT code 93610-26 (a
simlar intra-atrial pacing code) and CPT code 92960 (a simlar
cardi oversion code) for establishing the PE RVUs.

Response: W did not originally receive a practice expense
recommendati on on this code fromeither the RUC or the specialty
society. Because this is a 0-day procedure that would only be
performed in the facility setting, there would be few or no
direct inputs associated with the service. Thus, an increase in
t he physician work involved to performthe service woul d not
lead to an increase in the practice expense. CPT code 92960
al so has no inputs in the facility setting, so including that
code as an added crosswal k, as recommended in the comment, would
have no effect on the practice expense RVUs for CPT code 92961
Therefore, we are maki ng no change in our recomrended crosswal k.
CPT code 93727, Electronic analysis of inplantable | oop recorder
(ILR) system (includes retrieval of recorded and stored ECG
data, physician review and interpretation of retrieved ECG data

and reprogranm ng)
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Two organi zati ons objected to our crosswal k of the practice

expense inputs for this code from CPT code 93272, Patient denmand
single or multiple event recording with presynptom nenory | oop,
per 30 day period of tinme; physician review and interpretation
only. The commenters stated that this crosswal k does not
accurately reflect all the practice expense inputs associ ated
with the service, and recommended we crosswal k the inputs from
CPT code 93271, Patient demand single or nmultiple event
recording with presynptom nmenory | oop, per 30 day period of
time; nonitoring, receipt of transm ssions, and anal ysis.

Response: W did not originally receive a practice expense
recomrendati on on this revised code fromeither the RUC or the
specialty societies. W have reviewed this comment, and have
changed the crosswal k as recommended by the commenters.
CPT 90471/ 72 Immunization Admnistration and CPT 99173 Vi sual
Screeni ng Test

Two organi zations requested that we publish the RUC
recomrended val ues for these inmunization codes, as well as the
vi sual screening test and other services with RUC
recomendati ons not reinbursed under Medicare, because other
payors use the RVUs under the physician fee schedul e.

Response: Wile we realize that other payers nay use the

RBRVS fee schedul e, since these are non-covered services under
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Medi care, as indicated above, we are not including values for

t hese services in the fee schedul e.
W received the following coments on HCPCS codes established in
t he Novenber 2, 1999 final rule:
0166 External Counterpul sation

One commrenter indicated this service was underval ued and
recomended inputs for this code. W continue to believe that
t he val ues assigned in last year’s rule are appropriate, and we
are retaining these val ues.
167 Hyperbaric oxygen treatnent

We received comments expressing concerns about the new
code, (0167, Hyperbaric Oxygen Treatnment Not Requiring Physician
Att endance, per Treatment. The commenter requested that we
clarify the intended use of this code. Qur contractors have
di scretion to cover hyperbaric oxygen with or w thout physician
supervision. Qur coverage staff is currently review ng
hyper bari ¢ oxygen therapy services policies generally, including
the appropriate | evels of physician supervision. The progress
of this review can be tracked on our web site,
http:\\ww. hcfa. gov, by selecting Coverage Policies.
168 Wund closure utilizing tissue adhesives only

One specialty was concerned that the services described by

this code were not coded as a sinple repair as recommended by
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the CPT panel. The commenter suggested that the cost of the

supply, Dernmabond, could be reinbursed separately. Another
commenter was concerned about the 10-day gl obal period assigned
to this code.

The work and practice expense values for this code were
based upon an eval uati on and nanagenent visit, CPT code 99212,
except that the price of Dernmabond was added as a practice
expense. W assigned these val ues because many of these wounds
coul d have been closed with Steri-strips, a service that is also
coded with eval uati on and managenent, rather than a sinple
repair. We will be analyzing the use of HCPCS code (0168 to
| earn nore about the use of this product, and will consider
revaluing it after that analysis is conpleted.

Al t hough we believe that the typical service involving the
use of Dermabond as the only closure will typically not involve
a visit for suture renoval, we concede that, if another visit
were needed for a conplication, we should allow anot her
eval uati on and rmanagenent visit. For this reason, we wll
change the gl obal period to O days.

@169 Renoval of devitalized tissue, wthout use of anesthesia

For 2000, we created (0169 to descri be a service that
i nvol ved renoval of devitalized tissue. For 2001, CPT adopted a

code 97601 that is sufficiently simlar to the services
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described by (0169 that we will ask providers to utilize that

code for selective renoval of devitalized tissue, and we w ||
elimnate 0169. W crosswal ked the values for 0169 to CPT
Code 97601. This code will continue to have no gl obal period.
Establ i shnment of InterimWrk Relative Value Units for New and
Revi sed Physician’s Current Procedural Term nol ogy Codes and New
HCFA Comon Procedure Codi ng System Codes for 2001 (I ncludes
Table titled American Medical Association Specialty Relative

Val ue Update Conmittee and Health Care Professionals Advisory
Comm ttee Recommendati ons and HCFA' s Decisions for New and

Revi sed 2001 CPT Codes)

One aspect of establishing RVUs for 2001 was related to the
assignment of interimwork RVUs for all new and revised CPT
codes. As described in our Novenber 25, 1992 notice in the 1993
fee schedule (57 FR 55983) and in section II1.B. of our Novenber
22, 1996 final rule (61 FR 59505 through 59506) we established a
process, based on recomnmendati ons received fromthe AVA's RUC,
for establishing interimwork RVUs for new and revi sed codes.

This year we received work RVU recomendati ons for
approximately 131 new and revised CPT codes fromthe RUC. CQur
staff and nedical officers reviewed the RUC recommendati ons by
conparing themto our reference set or to other conparable

services for which work RVUs had been previously established, or
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to both of these criteria. W also considered the rel ationshi ps

anong the new and revi sed codes for which we received RUC
recommendations. W agreed with the majority of these
relationships reflected in the RUC val ues. 1In sone instances,
when we agreed with the rel ationships, we revised the work RVUs
to achieve work neutrality within famlies of codes, that is,
the work RVUs have been adjusted so that the sum of the new or
revi sed work RVUs (wei ghted by projected frequency of use) for a
famly wll be the sane as the sum of the current work RVUs
(wei ghted by projected frequency of use). For approximately 91
percent of the RUC recomrendations, proposed work RVUs were
accepted, and for approxinmately 9 percent, we disagreed with the
RUC recommendation. |In a majority of instances, we agreed with
the relativity proposed by the RUC, but needed to decrease work
RVUs to retain budget neutrality.

There were al so 38 CPT codes for which we did not receive a
RUC recommendation. After a review of these CPT codes by our
staff and nedical officers, we established interimwork RVUs for
the majority of these services. For those services for which we
could not arrive at interimwork RVUs, we have assigned a
carrier priced status until such tinme as the RUC provides work

RVU r ecommendat i ons.
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We received 5 recommendations fromthe Health Care

Prof essional s Advisory Commttee (HCPAC). Two of the HCPAC
recomrendati ons were reduced while 3 of the recomendati ons were
for services that we do not cover. Additionally, there were 2
services for which we did not receive recommendati ons fromthe
HCPAC.

The table titled AMA RUC and HCPAC Recommendati ons and HCFA
Deci sions for New and Revised 2001 CPT Codes lists the new or
revi sed CPT codes, and their associated work RVUs, that will be
interimin 2001. This table includes the follow ng information:

A “#" identifies a new code for 2001.

CPT code. This is the CPT code for a service.

Modifier. A “26” in this columm indicates that the work
RVUs are for the professional conponent of the code.

Description. This is an abbreviated version of the
narrative description of the code.

RUC recommendations. This columm identifies the work
RVUs recommended by the RUC.

HCPAC reconmendations. This colum identifies the work
RVUs recomended by the HCPAC.

HCFA decision. This colum indicates whether we agreed

with the RUC reconmendation (“agree”) or we disagreed with the

RUC recommendati on (“di sagree”). Codes for which we did not
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accept the RUC recomendation are discussed in greater detai

following this table. An “(a)” indicates that no RUC
recommendati on was provided. A discussion follows the table.
HCFA Work RVUs. This colum contains the RVUs for
physi ci an work based on our reviews of the RUC reconmendati ons.
2001 Wrk RVUs. This columm establishes the 2001 work
RVUs for physician work
[GPO - Insert TABLE AMA RUC AND HCPAC RECOVIVENDATI ONS AND
HCFA DECI SI ONS FOR NEW AND REVI SED 2001 CPT CODES]
Di scussion of Codes for Wich There Were No RUC Reconmmendat i ons
or for Wiich the RUC Recommendati ons Were Not Accepted
The following is a sunmmary of our rationale for not
accepting particular RUC work RVU recommendations. It is
arranged by type of service in CPT order. Additionally, we also
di scuss those CPT codes for which we received no RUC
recommendat i ons for physician work RVUs. This summary refers
only to work RVUs.
Bi oengi neered tissue grafts (CPT codes 15342 and 15343)
Tenporary HCPCS Codes (0170 and G0171, established in the
Novenber 1999 final rule, will be deleted. The two
af orenenti oned del eted codes have been repl aced by CPT codes
15342 and 15343. The RUC recomended that the work RVUs for CPT

codes 15342 and 15343 be crosswal ked from del et ed HCPCS codes
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170 and 0171, which are currently being used to report

bi oengi neered tissue grafts. The work RVUs for CPT codes 15342
and 15343 are crosswal ked from G170 and G0171, with the
follow ng nodification. Currently, HCPCS code (0170 incl udes
t he work of CPT codes 15000 and 15350. The CPT instructions for
CPT code 15342 state that it can be billed with CPT code 15000.
For this reason the crosswal k for CPT code 15342 woul d be to 25
percent of the work RVU of CPT code 15350, or 1.00 work RVUs.
Thi s percentage was chosen because CPT code 15342 is for graft
sizes of up to 25 square centineters, and CPT code 15350 is for
graft sizes up to 100 square centineters. Simlarly, the RUC
recommended work RVUs for CPT code 15343 are adjusted to 25
percent of 15351, or 0.25 work RVUs. Additionally, we note that
sonme commenters requested the gl obal period for HCPCS code (0170
be lowered fromten to seven days. This was not done, because
we use only three global period | engths zero, ten, and ninety
days. Clearly the ten-day global period is the nost appropriate
and consistent with the recomnmendati on of the commenters. This
decision will be applied to CPT code 15342. CPT code 15343 is
an add-on service that does not have a gl obal peri od.
Per cut aneous Vertebroplasty (CPT code 22522)

The RUC recommended a work RVU of 4.31 for CPT code 22522.

The RUC arrived at this value based upon the fact that the work
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i nvol ved with CPT code 22522 was 50 percent of the total work of

CPT codes 22520 and 22521. The RUC failed to renove the pre-
service 99213 and the post-service 99238 associated with CPT
codes 22520 and 22521 before performng their calculations. CPT
code 22522 is an add-on procedure, and there should be no pre-
and post-service work associated with this service. W have
renmoved the work RVUs of 99213 (pre-service) and 99238 (post-
service) fromthe weighted average of CPT codes 22520 and 22521.
For this reason, we have assigned a work RVU of 3.00 to CPT code
22522.
Naso- or Oro-gastric tube placenment (CPT code 43752)

The RUC did not supply us with a recomendation for CPT
code 43752. W believe that this service is bundled into
eval uati on and managenent services. For this reason, there is
no work RVU associated with this service.
Smal | bowel inplantation (CPT codes 44132, 44133, 44135, and
44136)

The RUC reconmended carrier pricing for these services.
These services are not covered transpl ant services under
Medi care. For this reason, there are no work RVUs associ at ed
with these services.
Endoscopi c enteral stenting (CPT codes 43256, 44370, 44379,

44383, 44397, 45327, 45345, 45387)
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The RUC determ ned a work increnment, fromthe applicable

endoscopi ¢ base code, for transendoscopic stent placenent
including predilation of 1.96 RVUs. W agree with this
increment. For the endoscopic stent placenent CPT codes for
whi ch we did not receive a work recomendation fromthe RUC, we
applied this increment to the applicabl e endoscopi c basecode.
Because endoscopic stent placenent is being currently billed
under existing endoscopi c CPT codes, we needed to nmake a work
neutrality adjustnment to each famly of codes in which a stent
pl acenment code had been creat ed.
I nci sion and drai nage of vagi nal henmatoma (CPT code 57023)

The RUC did not supply a work RVU recommendati on for CPT
code 57023. We did receive a work RVU recommendation for
simlar CPT code 57022. Until such time as we receive nore
information allowing us to appropriately value CPT code 57023,
we wi Il adopt the RUC recommended work RVU for CPT code 57022.
For these reasons, we have assigned a work RVU of 2.56 to CPT
code 57023.
Lam not oy re-exploration (CPT codes 63040, 63042, 63043, and
63044)

The RUC did not supply work RVU recommendations for CPT
codes 63040 t hrough 63044. CPT codes 63040 and 63042 were

revised to account for single interspace cervical and | unbar
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| am not ony, respectively. CPT codes 63043 and 63044 were added

to account for each additional cervical and | unbar interspace
| am notony(s). W wll bundle CPT code 63043 into CPT code
63040 and CPT code 63044 into CPT code 63042, and retain the
existing work RVUs for CPT codes 63040 and 63042. W wll re-
eval uate these services when the RUC supplies work RVU
recomrendat i ons.
Ccul ar phot odynam c therapy (CPT code 67221)

The RUC did not supply work RVU recommendations for CPT
code 67221. Subsequent to the publication of the July 2000
proposed rule in which we proposed establishing a new HCPCS code
for this service, the CPT editorial panel approved CPT code
67221 for ocul ar photodynam c therapy. W have del eted our
proposed tenporary code and established val ues for CPT code
67221. Based on comments received fromspecialty societies and
a conparison of the work values for this procedure wth CPT code
67210, Destruction of |ocalized | esion of retina, we have
assigned 4.01 work RVUs to this service. The intraservice tines
and work intensities for CPT codes 67210 and 67221 are
conparable. Therefore, adjusting for the work val ue of the
postoperative visits (because 67210 has a 90-day gl obal peri od)
and the 20 percent retreatnent rate included in CPT code 67210,

and then applying the intraservice work intensity of 67210 to
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67221, yields an appropriate work value for 67221. For a

further discussion of this issue, see section Il.G
Conput ed t onogr aphi ¢ angi ography (CPT codes 71275, 72191, 73206,
73706, 74175, and 75635)

CPT created a series of new codes for 2001 descri bi ng
conput ed t onographic (CT) angi ography for different parts of the
body. The RUC submtted work recomendations of 1.75 RVUs for
CPT codes 70496 and 70498, with which we agree. The RUC did not
submt work reconmendations for the other CT angi ography codes.
The RUC conpared the head and neck CPT angi ography codes to MR
angi ography and CT scans w thout contrast followed by contrast
of the same region in determning the values for these services.
However, upon our review, we determ ned that the work RVUs
recommended by the RUC were nore conparable to the work RVUs
associated wth CPT code 75671, Angi ography, carotid, cerebral,
bilateral, radiological interpretation and supervision, and CPT
code 75680, Angi ography, carotid, cervical, bilateral,
radi ol ogi cal interpretation and supervision. Both CPT code
75671 and CPT code 75680 have work RVUs of 1.66. The
proportional work RVU i ncrease fromthe angi ography supervi sion
and interpretation code to the CT angi ography code was 1.05.
Therefore, in determining the work RVUs of the other CT

angi ography codes, we--(1) conpared each code to its nost



conpar abl e angi ographi ¢ radi ol ogi cal supervision and
interpretation code, and (2) applied a proportionate work
increase of 1.05 to the CT angi ography code. The CPT codes to
whi ch we conpared the CT angi ography codes were 75605, 75736,
75710, 75625, and 75630. Note that CT angi ography of the
extrem ties has been valued as a unilateral service. However,
CPT code 75635 is valued for bilateral |ower extremty run
Magneti c resonance imagi ng procedures (CPT codes 70540, 70542,
70543, 71550, 71551, 71552, 72195, 72196, 72197, 73218, 73219,
73220, 73221, 73222, 73223, 73718, 73719, 73720, 73721, 73722,
73723, 74181, 74182, and 74183)

CPT 2000 has a single code to describe MR of each region
of the body except for MRI of the brain, where three separate
codes exi st that describe MR of the brain wthout contrast,
with contrast, and w thout contrast followed by contrast. For

CPT 2001 the single MRl code for each area of the body will be
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broken out into three separate CPT codes describing MR for that

body area without contrast, with contrast, and w thout contrast
foll owed by contrast.

The only codes for which we received work RVU
recommendations fromthe RUC were CPT 70540 (MR
orbit/face/neck, w o contrast), 70542 (MRl orbit/facel/neck, w

contrast), and 70543 (MRl orbit/face/ neck, wout then w
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contrast). The recommended work RVUs were 1.48, 1.78, and 2. 36

respectively. The services that will be described under these
three CPT codes are currently being coded under a single CPT
code, 70540 (current descriptor is Magnetic Resonance (e.g.
proton) inmaging, orbit, face, and neck with a current work RVU
of 1.48). For this reason we nust make the new CPT codes work
neutral to the current CPT code; that is, the total work RVUs
associated with the three new codes nust result in the sane
total work RVUs of the current CPT code. The RUC
recomendati ons were not work neutral. Since neither the RUC
nor the specialty society supplied us with relative utilization
rates for these CPT codes, we applied the current relative
utilization pattern for MR of the brain. M of the brain
currently has three separate CPT codes for MRl wthout contrast,
with contrast, and w thout contrast followed by contrast. This
resulted in work RVUs of 0.98, 1.17, and 1.56 for MR of the
orbit, face, and neck wi thout contrast, with contrast, and
wi t hout contrast followed by contrast, respectively.

We did not receive work recomendations or utilization data
for any of the other new MRl codes. |In each case, a single M
code describing MR of a body area was broken out into three
codes describing MRl of that body area wi thout contrast, with

contrast, and without contrast followed by contrast. In order
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to assign appropriate work values for these codes, we foll owed

the followi ng procedure for MRl of each body area--(1) we
assigned a work RVvUto MRI without contrast, MRl with contrast,
and MRI wi thout contrast followed by contrast that maintained
the sane relationship as the work RVUs the RUC assigned to the
three codes for MRl of the orbit, face, and neck, (2) we
determ ned the total work RVUs for the body area by utilization
of the current MR code for that body area, (3) we applied the
relative utilization of the brain MR codes to the new MR codes
for each body area, and (4) we adjusted the work RVUs assi gned
in step 1 for MRI of each body area to make them work neutral to
the work RVUs determ ned fromstep 2.
Fetal biophysical profile (CPT code 76818 and CPT code 76819)

The RUC recommended a work RVU of 1.05 for CPT code 76818
and 0.77 for CPT code 76819. Although we agree with the
relativity established by the RUC, the codes needed to be
adj usted for budget neutrality. For this reason, we have
assigned 0.86 work RVUs to CPT code 76818 and 0.63 work RVUs to
CPT code 76819.
Sensory Integrative Techni ques (CPT code 97532 and CPT code
97533)

The RUC recommended a work RVU of 0.51 for CPT code 97532

and 0.48 for CPT code 97533. These two new services were
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created to replace the deleted CPT code 97770. W believe the

wor k associated with these two new services is anal ogous to
del eted CPT code 97770. For this reason, we have assigned the
same work RVU (0.44) that was assigned to del eted CPT code 97770
to both CPT code 97532 and CPT code 97533.
Active wound care nmanagenent (CPT code 97601 and CPT code 97602)

The HCPAC did not supply a work RVU recommendati on for
ei ther CPT code 97601 or CPT code 97602. W had established
tenporary HCPCS code Q0169 for the work described in new CPT
code 97601. For this reason, we have assigned the same work RVU
(0.50) to CPT code 97601 that was assigned to now del eted HCPCS
code (0169. We consider CPT code 97602 to be bundled into CPT
code 97601 and therefore will not establish work RVUs for this
servi ce.
Medi cal nutrition therapy (CPT codes 97802 through 97804)

The HCPAC supplied work RVU recommendati ons of; 0.45 for
CPT code 97802, 0.37 for CPT code 97803, and 0.25 for CPT code
97804. These services do not fall under any enunerated category
of Medicare services, and thus these services are not covered by
Medi care. Additionally, these services are not physician
services and, therefore, would not be assigned physician work
RVUs. Finally, the Anerican D abetic Association is unhappy

with the descriptors CPT has assigned to CPT codes 97802 t hrough
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97804, and is in the process of submtting a request to CPT for

a revision to the descriptors for these services. For these
reasons, we have decided not to assign work RVUs to these
servi ces.

Establi shnent of Interim Practice Expense Rel ative Val ue
Units for New and Revi sed Physician’s Current Procedural
Ter m nol ogy (CPT) Codes and New HCFA Comron Procedure Coding
System Codes for 2001

We have devel oped a process for establishing interim
practi ce expense RVUs (PERVUs) for new and revised codes that is
simlar to that used for work RVUs. Under this process, the RUC
recommends the practice expense direct inputs, that is, the
staff tinme, supplies and equi pnment associated with each new
code. W then review the recommendations in a manner simlar to
our evaluation of the recommended work RVUs.

The RUC reconmendati ons on the practice expense inputs for
t he new and revi sed 2001 codes were submtted to us as interim
recomrendati ons. We, therefore, consider that these
recommendations are still subject to further refinenent by the
PEAC, or by us, if it is determned that such future reviewis
needed. W do have concerns regardi ng sone of the reconmended
inputs, particularly clinical staff tinmes, for certain services,

and we may revisit these inputs in light of future decisions of
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t he PEAC regarding supply and equi pnent packages and

st andar di zed approaches to pre- and post-service clinical staff

times.

We have accepted, at least in the interim alnost all of
the practice expense recommendati ons submtted by the RUC for
the codes listed in the following table titled "AVMA RUC and
HCPAC Recommendati ons and HCFA Deci sions for New and Revi sed
2001 CPT Codes.” W nmade the follow ng m nor changes to the
i nputs where rel evant:

We rounded all clinical staff tinme to the nearest m nute.

C For consistency with the CPEP revisions contained in the
Novenber 1999 final rule, we deleted separately billable
fluid and contrast material, and the skin marking pen,

di si nfectant and bi ohazard bag, because these itens cannot

easily be allocated to individual services.

C The RUC assigned the E/Mvisit supply package, which
i ncl udes a tongue depressor, drape sheet, and di sposable
ot oscope speculum as well as the E/M equi pnent package,
whi ch includes an ot oscope-opht hal noscope, to several
vascul ar, spine and other post-surgical visits. W deleted
t he ot oscope- opht hal noscope, because it is not typically
used for such post-surgical visits and, instead of the EZEM

visit supply package, substituted the nmulti-specialty
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m ni mum vi sit supply package that includes: examtable

paper, patient gown, pillow case, nonsterile gloves, and

t her nonet er probe cover. W also added a patient education
book.

For those codes refined before the nulti-specialty m ni num
visit supply package was adopted, we substituted this
package for the list of individual itenms when they matched
exactly. In the sane manner, we substituted the
opht hal nol ogy visit supply package as appropriate.

For CPT 11980, Subcutaneous hornone pellet inplantation, we
del eted the disinfectant solution because it is already
included in the OB-GYN visit supply package assigned to

t hi s code.

The RUC only priced CPT 36870, Thronbectony, percutaneous,
arteriovenous fistula, in the office setting. W added
inputs for the facility setting, using the clinical staff
time for coordinating pre-surgery services and providi ng
pre-service education, as well as the clinical staff tine
for the one post-surgical visit. W also added the supply
and equi pnent inputs for the post-surgical visit. For the
non-facility setting, we added a nulti-specialty m ni num
visit supply package for the post-surgical visit. However,

we del eted the oxygen tank fromthe equi pnent inputs,



because it appeared that
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it is only used on a stand-hby

basi s, and woul d thus be considered an i ndirect cost.

C The RUC Health Care Professional Advisory Committee

submtted a recommendation on the inputs for CPT 97533,

Sensory integrative techniques.

The inputs included a | ong

list of specific equipnent that we have conbined into one

package called "sensory integration equipnent.”

C The RUC deferred naking a reconmendati on on the practice

expense inputs for CPT 43752, Naso- or oro-gastric tube

pl acenent .

We have assunmed that this service is perforned

only in the facility setting, and, as a 0-day gl obal, has

no direct inputs.

For the follow ng CPT codes we did not receive practice

expense reconmrendati ons.

Therefore, we are providing practice

expense inputs through crosswal king to an existing code as

i ndi cat ed bel ow

NEW CPT CODE

43256 Upper GI Endoscopy

44370 Small bowel endoscopy/stent
44379 S bowel endoscope w/stent
44383 |leoscopy w/stent

57023 1& D vag hematoma, trauma
71275 CT angiography, chest
71551 CT angiography, chest
71552 MRI chest w/o&w dye
72191 CT angiograph pelv w/o&w dye
72195 MRI pelvisw/o dye

72197 MRI pelvisw/o&w dye

EXI STI NG CPT CODE

43241 Upper Gl endoscopy with tube
44363 Endochol aniopancreatograph
44377 Small bowel endoscopy/biopsy
44382 Small bowel endoscopy

57022 1& D vag hematoma,ob

71270-TC Contrast CAT scans of chest
70552-TC Magnetic image, brain (MRI)
70553-TC Magnetic image, brain (MRI)
72194-TC Contrast CAT scans of pelvis
70551-TC Magnetic image, brain (MRI)
70553-TC Magnetic image, brain (MRI)



73206 CT angio upr extrm w&w/o dye
73218 MRI uppr extremity w/o dye
73219 MRI uppr extremity w/ dye
73222 MRI joint upr extrem w/dye
73223 MRI joint upr extr w/o&w dye
73706 CT angio lwr extr w/o&w dye
73718 MRI lower extremity w/o dye
73719 MRI lower extremity w/ dye
73722 MRI joint of lwr extr w/dye
73723 MRI joint Iwr extr w/o&w dye
74175 CT angio abdom w/o&w dye
74182 MRI abdomen w/dye

74183 MRI abdomen w/o& w dye
75635 CT angio abdominal arteries
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73202-TC Contrast CAT scansof arm
70551-TC Magnetic image, brain (MRI)
70552-TC Magnetic image, brain (MRI)
70552-TC Magnetic image, brain (MRI)
70553-TC Magnetic image, brain (MRI)
73702-TC Contrast CAT scans of leg
70551-TC Magnetic image, brain (MRI)
70552-TC Magnetic image, brain (MRI)
70552-TC Magnetic image, brain (MRI)
70553-TC Magnetic image, brain (MRI)
74170-TC Contrast CAT scans, abdomen
70552-TC Magnetic image, brain (MRI)
70553-TC Magnetic image, brain (MRI)
74170-TC Contrast CAT scans, abdomen

C. Oher Changes to the 2001 Physician Fee Schedul e and

Clarification of CPT Definitions

For the 2001 physician fee schedule, we are establishing or
revi sing several al pha-nuneric HCPCS codes for reporting certain
services that are not clearly described by existing CPT codes.
This is in addition to the HCPCS codes for ocul ar photodynam c
t herapy, certification/recertification for hone health services
and care plan oversight previously discussed. W viewthese
codes as tenporary since we will be referring themto the CPT
Editorial Panel for possible inclusion in future editions of
CPT. Additionally, included in this section are sone
clarifications of proper use of sone new or revised codes.
Eval uation of swallow ng function

We are proposing the followi ng new codes to describe the

eval uation of swallow ng function. These codes will replace the
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nore general CPT 92525, Eval uation of swallow ng and oral

function for feeding, which represents a conbination of these
separate exam nations. Qur contractors requested the nore
preci se coding to inprove clains review for eval uation of
dysphagia. The new codes are described as foll ows:

0193 Endoscopy study of swallow ng function, often referred to
as fiberoptic endoscopic evaluation of swallow ng (FEES).

0194 Sensory testing during endoscopi ng study of swall ow ng.
This service, often referred to as fiberoptic endoscopic

eval uation of swallowng with testing, will be coded as an add-
on code to G0193.

The creation of these two codes does not inply coverage.
Coverage of (0193 and (0194 remains at the discretion of the
contractor processing the Medicare claim These codes will be
priced by contractors.

Two additional codes are al so used to describe swall ow ng
eval uati ons:

X195 dinical evaluation of swallowi ng function. This service
descri bes the clinical exam nation and eval uation of the
patient, typically by a speech and | anguage pat hol ogi st.

0196 Eval uation of swallow ng involving swall ow ng of radio-
opaque materials. This code involves the participation and

interpretation of results fromthe dynam c observation of the
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patient swallowi ng materials of various consistencies. It is

observed fluoroscopically and typically recorded on video. This
eval uation involves using the information to assess the
patient’s swallow ng function and devel oping a treatnent plan
for the patient.

Bot h codes (0195 and (0196 will be assigned the same work
and mal practice RVUs as CPT 92525. For practice expense, we
have crosswal ked the inputs from 92525 for these codes. CPT
92525 will no | onger be an active code for Medicare.

Note that CPT 31575 (| aryngoscopy, flexible fiberoptic,

di agnostic) and CPT 31579 (|l aryngoscopy, flexible or rigid

fi beroptic, with stroboscopy) should not be used for evaluations
of swal | ow ng.

Speech- Gener ati ng Devi ces

Because of the change in coverage policy on speech-
generating devices, effective January 1, 2001, we needed codes
that nore specifically describe the services needed to eval uate
and train patients to use these devices. As a result, we wll
be replaci ng CPT 92597, Evaluation for use and/or fitting of
voi ce prosthetic or augnentative/alternative comunication
device to suppl enent oral speech) and 92598, Modification of

voi ce prosthetic or augnentative/alternative comunication
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devi ce or supplenental oral speech, with the follow ng new

codes:

0197 Eval uation of patient for prescription of speech-
generating devices. This code describes the services to
evaluate a patient to specify the speech-generating device
recommended to neet the patient’s needs and capacity for use.
This code invol ves face-to-face involvenent of the practitioner
(typically a speech and | anguage pat hol ogi st experienced in the
use of these devices) with the patient. The work and nal practice
RVWUs for this new code will be cross-wal ked to the ones used for
CPT code 92597, the code it replaces. For practice expense, we
have crosswal ked the inputs to CPT code 92527 for these codes.
(0198 Patient adaptation and training for use of speech-
generating devices. This code describes the services delivered
to the patient to adapt the device to the patient, and train him
or her inits use. This code involves face-to-face invol venent
of the practitioner (typically a speech and | anguage pat hol ogi st
experienced in the use of these devices) with the patient. The
wor k and mal practice RVUs, as well as the practice expense
inputs for this new code, will be crosswal ked to the ones used
for CPT code 92598, the code it replaces.

0199 Re-eval uation of patient using speech-generating devices.

This code describes the services to re-evaluate a patient who
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has previously been evaluated for a speech-generating device,

and either is currently using a device or did not have a device
recomrended. This code involves face-to-face invol venent of the
practitioner (typically a speech and | anguage pat hol ogi st
experienced in the use of these devices) with the patient. The
work RVUs for this new code will be 75 percent of the value for
CPT code 92597, reflecting that it is likely to be less
intensive than the initial evaluation. The malpractice and
practice expense inputs are al so crosswal ked to CPT code 92957.
200 Eval uation of patient for prescription of voice
prosthetic. This code describes the services to evaluate a
patient for the use of a voice prosthetic device. This code
i nvol ves face-to-face involvenent of the practitioner (typically
a speech and | anguage pat hol ogi st experienced in the use of
these devices) with the patient. The work and mal practi ce RVUs
for this new code will be crosswal ked to the ones used for CPT
code 92597, the code it replaces. W wll also crosswal k
practice expense inputs to CPT code 92957.

201 Modification or training in use of voice prosthetic.
This code involves the nodification or training of a patient in
the use of a voice prosthetic. This code involves face-to-face
i nvol venent of the practitioner (typically a speech and | anguage

pat hol ogi st experienced in the use of these devices) with the
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patient. The work and mal practice RVUs, as well as the practice

expense inputs for this new code, wll be crosswal ked to the
ones used for CPT code 92598, the code it replaces. The RUC
recomendations, as well as the revised CPEP data for all codes,
can be found on our honepage. See the Supplenentary Information
section of this rule for instructions on accessing our website.

V. Physician Fee Schedule Update and Conversion Factor for Calendar Y ear 2001
The 2001 physician fee schedul e conversion factor is

$38.2581. The separate 2001 national average anesthesia
conversion factor is $17. 26.

The 2001 physician fee schedul e update is 5.1 percent.
However, m scell aneous adjustnments will result in an increase in
t he conversion factor from 2000 to 2001 of 4.5 percent. The
specific calculations to determ ne the physician fee schedul e
updat e and conversion factor for physicians' services for
cal endar year 2001 are expl ai ned bel ow.

Detail on Cal cul ati on of the Cal endar Year 2001 Physician Fee

Schedul e Update and the 2001 Conversion Factor

Physi ci an Fee Schedul e Update and Conversi on Fact or
The conversion factor is affected by section

1848(c)(2)(B)(ii)(Il) of the Act, which requires that changes to
the relative value units of the Medicare physician fee schedul e
not cause expenditures to increase or decrease by nore than $20

mllion fromthe anount of expenditures that woul d have been
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made if such adjustnents had not been nade. W inplenent this

requi renment through a uniform budget-neutrality adjustnent to
the conversion factor. There are two changes that will require
us to make an adjustnment to the conversion factor to neet the
budget neutrality requirenents in section 1848(c)(2)(B)(ii)(Il).
We are making a 0.3 percent reduction (0.997) in the conversion
factor to account for separate paynent for certification and
recertification of a plan of care for hone health services. W
are al so making a 0.14 percent (0.9986) reduction in the
conversion factor to account for an anticipated increase in the
vol une and intensity of services.

After considering this factor, as well as the percent
change in the MElI, the update adjustnent factor, and statutory
adj ust rent descri bed bel ow, the 2001 conversion factor is

cal cul ated as foll ows:

2000 Conversi on Fact or $36. 6137
2001 Update 1. 05163
2001 Legi sl ative Adj ust nent 0. 998
Vol unme and Intensity Adjustnent 0. 9986
QO her Factors 0. 997
2001 Conversi on Fact or $38. 2581
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Under section 1848(d)(3) of the Act, the update is equal to

t he product of the MEl and the update adjustnent factor. For
2001, the MEl is equal to 2.1 percent (1.021). A nore detailed
description of the MEl and its calculation follows. The update
adj ustnent factor is equal to 3.0 percent (1.030). Thus, the
product of the MEl (1.021) and the update adjustnent factor
(1.030) equal the 2001 update (1.05163). Section 1848(d)(4)(F)
of the Act provides for an additional adjustnment to the update
for 2001 of -0.2 percent (0.998). Thus, taking into account the
2001 update, the 2001 | egislative adjustnent, the 2001 vol une
and intensity adjustment, and the adjustnment for certification
and recertification of a plan of care for home health services,
the conversion factor for 2001 is determned as foll ows:

$36. 6137 x 1.05163 x 0.998 x 0.9986 x 0.997 = $38. 2581

The MEI and the update adjustnent factor are descri bed

bel ow.
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The Percentage Change in the Medicare Econonm c | ndex

The MElI neasures the wei ghted-average annual price change
for various inputs needed to produce physicians' services. The
MEI is a fixed-weight input price index, wth an adjustnent for
t he change in econony-w de | abor productivity. This index,
whi ch has 1996 base weights, is conprised of two broad
categories: Physician's own tine and physician's practice
expense.

The physician's own tinme conmponent represents the net
i ncone portion of business receipts and prinmarily reflects the
i nput of the physician's own tine into the production of
physi ci ans' services in physicians' offices. This category
consi sts of two subconponents--wages and sal aries, and fringe
benefits. These conponents are adjusted by the 10-year noving
average annual percent change in output per man-hour for the
nonf arm busi ness sector to account for productivity growh in
t he general econony.

The physician's practice expense category represents the rate of price growth in
nonphysician inputs to the production of servicesin physicians offices. This category consists
of wages and salaries and fringe benefits for nonphysician staff and other nonlabor inputs. Like
physician's own time, the nonphysician staff categories are adjusted for productivity using the
10-year moving average annual percent change in output per man-hour for the nonfarm business

sector. The physician's practice expense component also includes the following categories of
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nonlabor inputs--office expense, medical materials and supplies, professional liability insurance,

medical equipment, professional car, and other expense. The table below presents alisting of the
MEI cost categories with associated weights and percent changes for price proxies for the 2001

update. The calendar year 2001 MEI is 2.1 percent.
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| NCREASE I N THE MEDI CARE ECONCM C | NDEX

UPDATE FOR CALENDAR YEAR 2001'

Cy
Cost Categories and Price Measures 1996 Pe
Wi ght s2 Ch
Medi care Economic Index Total.................... 100.
1. Physician's Om Tinme* 4. ... .. ............... 54,
a. Wages and Sal ari es: Average hourly earnings
private nonfarm net of
productivity............. . ... ... .... 44,
b. Fringe Benefits: Enploynent Cost | ndex,
Benefits, private nonfarm net of
productivity......................... 10.
2. Physician's Practice Expense®.............. 45,
a. Nonphysi ci an Enpl oyee Conpensation....... 16.
1. Wages and Sal ari es: Enpl oynent Cost
I ndex, wages and sal ari es, weighted
By occupation, net of productivity.... 12.
2. Fringe Benefits: Enploynent Cost
I ndex, fringe benefits, white collar,
net of productivity................... 4,
b. O fice Expense: Consuner Price Index for
Urban Consuners (CPI-U), housing......... 11.
C. Medi cal Materials and Supplies: Producer
Price Index (PPl), ethical drugs/PPI
surgi cal appliances and supplies/CPI-U
nmedi cal equi pment and supplies (equally
weighted).............. 4,
d. Prof essional Liability Insurance:
HCFA professional liability insurance
SUM VY . e 3.
e. Medi cal Equi prent: PPlI, nedica
instruments and equipnent................ 1.
f. Q her Professional Expense............... 7.
1. Prof essional Car: CPI-U, private
transportation........................ 1.
2. Qher: CPI-U, all itens |less food and
(T L= 0 /2 6.

Addend

um




Productivity: 10-year novi ng average of

Qut put per man-hour, nonfarm busi ness sector. .. n/ a
Physician's Om Tinme, not productivity
Adjusted. ... ... . e 54.5
Wages and sal aries, not productivity
Adjusted. ....... ... 44, 2
Fringe benefits, not productivity
Adjusted. ....... ... . . . .. 10. 3
Nonphysi ci an Enpl oyee Conpensation, not productivity
adjusted............ ... . ... . ... 16. 8
Wages and sal aries, not productivity
adjusted. . ... ... .. 12. 4
Fringe benefits, not productivity
adjusted. . ...... ... .. 4.4




The rates of historical change are for the 12-nonth period end

June 30, 2000, which is the period used for conputing the cal en
year 2001 update. The price proxy values are based upon the |la
avai | abl e Bureau of Labor Statistics data as of Septenber 15, 2

The wei ghts shown for the MEl conponents are the 1996 base-year
wei ghts, which may not sumto subtotals or totals because of ro
The MEl is a fixed-weight, Laspeyres-type input price index who
category weights indicate the distribution of expenditures anon
i nputs to physicians' services for cal endar year 1996. To dete
the MElI level for a given year, the price proxy level for each
conponent is multiplied by its 1996 weight. The sum of these p
(weights multiplied by the price index |evels) over all cost
categories yields the conposite MEl level for a given year. Th
annual percent change in the MEl levels is an estimte of price
over time for a fixed nmarket basket of inputs to physicians' se

The Physician's Own Time and Nonphysici an Enpl oyee Conpensati on
category price neasures include an adjustnent for productivity.
price nmeasure for each category is divided by the 10-year novin
average of output per nman-hour in the nonfarm business sector
exanpl e, the fringe benefits conponent of the Nonphysician
Conpensation category is calculated by dividing the rate of gro
t he enpl oynment cost index-benefits for private, white collar wo
by the 10-year noving average rate of growth of output per nman-
for the nonfarm busi ness sector. Dividing one plus the decim
of the percent change in the enpl oynent cost index-benefits
(1+.046=1. 046) by one plus the decimal form of the percent chan
t he 10-year noving average of |abor productivity (1+.019=1.019)
one plus the change in the enpl oynent cost index-benefits for w
col l ar workers net of the change in output per manhour
(1.046/1.019=1.026). Al Physician:s Om Tinme and Nonphysician
Enpl oyee Conpensation categories are adjusted in this way. Due
hi gher | evel of precision the conputer cal culated quotient may
fromthe quotient cal culated fromrounded individual percent ch

The average hourly earnings proxy, the Enploynent Cost |ndex |
as well as the CPI-U housing and CPlI-U, private transportat
published in the Current Labor Statistics Section of the Bu
Labor Statistics' Mnthly Labor Review The remaining CPls a
in the revised index can be obtained from the Bureau of
Statistics' CPl Detailed Report or Producer Price |Indexes.

Derived from a HCFA survey of several najor insurers (the
avai |l abl e historical percent change data are for the period
second quarter of 2000).

N A

Productivity is factored into the M conpensation categorie
adjustnent to the price variables; therefore, no explicit
exists for productivity in the M




The Updat e Adj ustnent Factor

Under sections 1848(d)(3) and (d)(4) of the Act, the physician fee
schedul e update is equal to the product of the Medicare Econom c | ndex ar
an "update adjustnment factor." The update adjustnent factor represents
an amount that is applied to the inflation update to reflect success or
failure in neeting the expenditure target that the law refers to as
"al | oned expenditures.” Allowed expenditures are equal to actual
expenditures in a base period updated each year by the sustainable growtt
rate. The sustainable growh rate is a percentage increase that is
determ ned by a fornula specified in section 1848(f) of the Act. The ne»
section describes the SGR and its calculation in detail. The update
adj ustment factor is determ ned based on a conparison of actual and
al | oned expenditures. For years beginning with 1999, the BBA required
that the update adjustnent factor be determ ned under section 1848(d)(3)
of the Act to equal --

(1) the difference between--(1) the sumof the all owed
expenditures for physicians' services (as determ ned under
subparagraph (C)) for the period beginning April 1, 1997, and
endi ng on March 31 of the year involved, and (11) the anount of
actual expenditures for physicians' services furnished during
the period beginning April 1, 1997, and ending on March 31 of

the precedi ng year; divided by-



(1i) the actual expenditures for physicians' services for
the 12-nmonth period ending on March 31 of the preceding year,
i ncreased by the sustai nable growh rate under subsection (f)
for the fiscal year which begins during such 12-nonth peri od.

Pub. L. No. 106-113, the Medicare, Medicaid and State
Children's Health Insurance Program Bal anced Budget Refinenent
Act of 1999 (BBRA) nade changes to the nethodol ogy for
determ ning the physician fee schedul e update begi nning in 2001.
In particular, it established that the nethodol ogy in section
1848(d)(3) of the Act would only be used for determ ning the
physi ci an fee schedul e update for 1999 and 2000. The BBRA
establi shed that the physician fee schedul e update for 2001 and
subsequent years woul d be determ ned under section 1848(d)(4) of
the Act. Wiile the general principle of adjusting the inflation
update (the MEl) by the update adjustnent factor continues, the
BBRA made fundanental changes to the cal cul ation of the update
adjustnent factor. |In general, these changes do two things.
First, the nmeasurenent of actual expenditures will occur on the
basis of a cal endar year rather than an April 1 to March 31
year. This essentially conforns the neasurenent of actua
expenditures wth other aspects of the SGR systemthat are al so
occurring on the basis of a calendar year as a result of BBRA

amendnents. As we explained in our April 10, 2000 SGR fi nal



notice (65 FR 19000), the BBRA essentially changed the SGR
system from one that spanned 3 different tine periods, ((1)
measur enent of actual expenditures on the basis of an April 1 to
March 31 period; (2) calculation of the SGR rate of increase on
a federal fiscal year basis; and (3) application of the update
on a cal endar year basis) to one that spans only one tine
period. (Al three are on the basis of a cal endar year).

Second, it ensures that any devi ati on between cumnul ati ve act ual
expenditures and cunul ative all owed expenditures wll be
corrected over several years rather than in a single year. This
Wll result in |less year-to-year volatility in the physician fee
schedul e update than would occur if adjustnments to the update
are made to bring expenditures in line with the target in one
year.

Under section 1848(d)(4)(A) of the Act, the physician fee
schedul e update for a year is equal to the product of--1) 1 plus
the Secretary's estinmate of the percentage increase in the M
for the year, and 2) 1 plus the Secretary's estimte of the
updat e adjustnment factor for the year. Under section
1848(d)(4)(B) of the Act, the update adjustnment factor for a
year beginning with 2001 is equal to the sum of the follow ng:
(1) Prior Year Adjustment Conponent. An anount determ ned

by: (1) conputing the difference (which may be positive



(i)

or negative) between the anmount of the allowed expenditures

for physicians' services for the prior year (the year prior

to the year for which the update is being determ ned) and

t he amount of the actual expenditures for such services for

t hat year;

(rn) dividing that difference by the anmount of
t he actual expenditures for such services for
that year; and

(rer) Mul tiplying that quotient by 0.75.

Cumul ati ve Adjustnent Conponent. An anount determ ned by:

() conmputing the difference (which may be
positive or negative) between the anmount of the
al | oned expendi tures for physicians' services
fromApril 1, 1996 through the end of the prior
year and the anount of the actual expenditures
for such services during that period;

(rn) dividing that difference by actual
expenditures for such services for the prior year
as increased by the sustainable gromh rate for
the year for which the update adjustnment factor
is to be determ ned; and

(rer) mul ti plying that quotient by 0.33.



Thus, the CY 2001 update adjustnment factor will be
determ ned as the sumof the follow ng:
(1) Prior Year Adjustnment Conponent. This equals the
di fference between all owed expenditures in 2000 and our current
estimate of actual expenditures for 2000. This difference is
di vided by our current estimate of actual expenditures for 2000
and the quotient is multiplied by 0.75. Qur current estimate of
al | oned expenditures for CY 2000 is $56.6 billion. Qur current
estimate of actual expenditures for all of 2000 based on cl ai ns
recei ved through June 30 is $55.1 billion. Thus, the prior year

adj ust nrent conponent is equal to:

(($56.6 - $55.1) / $55.1)) X 0.75 = .020

(11) Cunul ative Adjustnent Conponent. This anmount equals the

di fference between all owed expenditures for the period April 1
1996 t hrough Decenber 31, 2000 ($244.4 billion) and actual
expenditures for the sane period ($240.6 billion) divided by the
product of actual expenditures for the year 2000 ($55.1)

i ncreased by the SGR for 2001 (5.6 percent). This quotient is
mul tiplied by 0.33. Thus, the cunul ati ve adj ustnment conponent
is equal to:

(($244.4 - $240.6) / ($55.1x1.056))) X 0.33 = 0.022.



The prior year adjustnent conponent and the curnul ative
adj ust rent conponent are added. Adding these figures together
woul d make the update adjustnent factor equal 0.042. However,
section 1848(d)(4)(D) of the Act indicates that the update
adj ust ment factor determ ned under section 1848(d)(4)(B) of the
Act for a year may not be less than -0.07 or greater than 0.03.
Since 0.042 exceeds 0.03, we are limting the update adjustnent
factor consistent with section 1848(d)(4)(D) of the Act to 0.03.
Section 1848(d)(4)(A) (i1) of the Act indicates that 1 should be
added to the update adjustnent factor determ ned under section
1848(d)(4)(B) of the Act. Thus, adding 1 to 0.03 makes the
updat e adjustnent factor equal 1.030.

(As indicated in the SGR di scussion bel ow, allowed
expenditures through the end of CY 2000 will be revised one nore
time, no later than Novenber 1, 2001. W w Il also be revising
t he neasurenent of actual expenditures for CY 2000 based on
clainms received through June 30, 2001. These revised figures
will be determ ned no |ater than Novenber 1, 2001. The SGR for
2001 will also be revised two nore tinmes. Any differences that
result in the update adjustnent factor for 2001 fromrevision of
estimates will be reflected in update adjustnent factor

determ ned for 2002.)



VI. Allowed Expenditures for Physicians' Services and the
Sust ai nabl e Growth Rate
A.  Medicare Sustainable Gowmh Rate

Section 1848(f) of the Social Security Act (the Act), as
anended by section 4503 of the Bal anced Budget Act of 1997 (BBA)
(Pub. L. 105-33), enacted on August 5, 1997, replaced the
Medi care Vol une Performance Standard (MVPS) with a Sustai nable
Gowh Rate (SGR). Section 1848(f)(2) of the Act specifies the
formula for establishing yearly SGR targets for physicians
servi ces under Medicare. The use of SGR targets is intended to
control the actual growth in aggregate Medi care expenditures for
physi ci ans' servi ces.

The SGR targets are not limts on expenditures. Paynents
for services are not withheld if the SGR target is exceeded by
actual expenditures. Rather, the appropriate fee schedul e
update, as specified in section 1848(d)(3) of the Act, is
adjusted to reflect the success or failure in neeting the SGR
target. |If expenditures exceed the target, the update is
reduced. |If expenditures are less than the target, the update
IS increased.

As with the MVPS, the statute specifies a fornula to

cal cul ate the SCR based on our estimate of the change in each of



four factors. The four factors for calculating the SGR are as

fol | ows:

(1) The estimated change in fees for physicians' services.

(2) The estimted change in the average nunber of Medicare fee-
for-service beneficiaries.

(3) The estimated projected growh in real gross donestic
product (GDP) per capita.

(4) The estimted change in expenditures due to changes in | aw
or regul ati ons.

Section 211 of the BBRA anended sections 1848(d) and
1848(f) of the Act with respect to the physician fee schedul e
update and the SGR. Section 211(b) of the BBRA maintains the
formula for calculating the SGR, but amends section 1848(f)(2)
of the Act to apply the SGR on a cal endar year (CY) basis
begi nning with 2000 while nmaintaining the SGR on a fiscal year
(FY) basis for FY 1998 through FY 2000. Specifically, section
1848(f)(2) of the Act, as anended by section 211(b) of the BBRA,
states that—...[t] he sustainable growh rate for al
physi ci ans' services for a fiscal year (beginning with fiscal
1998 and ending with fiscal year 2000) and a year beginning with

2000 shall be equal to the product of:



(1) 1 plus the Secretary's estimte of the wei ghted average
percent age i ncrease (divided by 100) in the fees for al
physi ci ans' services in the applicable period involved,

(2) 1 plus the Secretary's estimate of the percentage change
(divided by 100) in the average nunber of individuals
enroll ed under this part (other than Medi care+Choi ce plan
enrol |l ees) fromthe previous applicable period to the
appl i cabl e period invol ved,

(3) 1 plus the Secretary's estimte of the projected percentage
growh in real gross donestic product per capita (divided
by 100) fromthe previous applicable period to the
appl i cabl e period invol ved; and

(4) 1 plus the Secretary's estimate of the percentage change
(divided by 100) in expenditures for all physicians
services in the applicable period (conpared with the
previ ous applicable period) which will result from changes
in law and regul ations, determ ned without taking into
account estimated changes in expenditures resulting from
t he update adjustnent factor determ ned under section 1834
(d)(3)(B) or (d)(4)(B) of the Act, as the case may be,
mnus 1 and nmultiplied by 100."

Under section 1848(f)(4)(C) of the Act, as added by section

211(b)(3) of the BBRA, the term "applicable period" neans--(1) a



FY, in the case of FY 1998, FY 1999 and FY 2000, and (2) a CY
with respect to a year beginning with 2000.

To make the transition froma FY SGRto a CY SGR in 1999
using the FY 2000 SGR, sections 211(b)(2) and (b)(3) of the BBRA
require us to calculate SGRs for both FY and CY 2000. Section
1848(d)(4)(C) of the Act, as nodified by section 211(a)(1)(B) of
the BBRA, required us to deternmine the all owed expenditures for
both the 9-nonth period beginning April 1, 1999 and for CY 1999.
The SGR for CY 2000 is then applied to all owed expenditures for
CY 1999.

As stated in the April 10 final notice (65 FR 19002), the
BBRA requires the estimate of the FY 2000 and CY 2000 SGR to be
revi sed based on nore recent data, but, as explained bel ow, the
BBRA does not provide for revision of either the FY 1998 or the
FY 1999 SGR This neans that, for the transition to a cal endar
year SGR system allowed expenditures for the period April 1
1999 t hrough Decenber 31, 1999 (determ ned by applying the FY
2000 SCGR to all owed expenditures for the 12-nonth period ending
March 31, 1999) are subject to change based on revision of the
FY 2000 SGR; all owed expenditures for the period January 1, 1999
t hrough March 31, 1999 (determ ned using the FY 1999 SGR) are

not subject to revision.



In general, the BBRA requires us to publish SGRs for three
different tine periods, no |ater than Novenber 1 of each year,
using the best data available as of Septenber 1 of each year.
Under section 1848(f)(3)(C) (i) of the Act, as added by section
211(b)(5) of the BBRA, the SGR is estinmated and subsequently
revised twice (beginning with the FY and CY 2000 SGRs) based on
| ater data. Under section 1848(f)(3)(C(ii) of the Act, there
are no further revisions to the SCR once it has been esti mated
and subsequently revised in each of the 2 years follow ng the
initial estinmate.

The requirenent of revisions to the SGR based on |ater data
means that we will estimate and publish an SGR for the upcom ng
year, the contenporaneous year, and the precedi ng year by not
| ater than Novenber 1 of each year. For exanple, by not |ater
t han Novenber 1, 2002, we will publish an estimate of the SGR
for CY 2003, a revision of the CY 2002 SGR estimated in the
previous year, and a revision of the CY 2001 SGR first estimated
two years earlier and first revised in the previous year. Under
section 1848(f)(3)(C(ii) of the Act, this would be the final
revision to the CY 2001 SGR

Sections 1848(f)(3)(A) and (f)(3)(B) of the Act, as added
by section 211(b)(5) of the BBRA, specify special rules with

respect to the SGR and the CY 2001 and CY 2002 updates. Section



1848(f)(3)(A) of the Act requires us, not later than

Novenber 1, 2000, to revise the SGRs for FY 2000 and CY 2000 and
to establish the SGR for CY 2001, based on the best data
avai |l abl e, as of Septenmber 1, 2000. Section 1848(f)(3)(B) of
the Act requires us, by not |ater than Novenber 1, 2001, to
revise the SGRs for FY 2000 and CYs 2000 and 2001 and to
establish the SGR for CY 2002, based on the best data avail able
as of Septenmber 1, 2001. 1In accordance with section
1848(f)(3)(C)(ii) of the Act, there will be no further revisions
to the FY 2000 and CY 2000 SGRs after their revision in the 2001
noti ce.

Physi ci ans' Services

Section 1848(f)(4) (A of the Act defines the scope of
physi ci ans' services covered by the SGR The BBRA nade no
changes to this definition that was al so used for the MPS. For
this reason, we are continuing to use the sanme definition of
physi ci ans' services for the SGRin this notice as we did in
prior SGR notices and for the MVPS published in the Federal

Regi ster (61 FR 59717) on Novenber 22, 1996



C Provisions Related to the SGR

We are inplenmenting section 211(b)(1)(A) of the BBRA that
requires us to publish in the Federal Register, not later than
Novenber 1, 2000, a notice containing--(1) a prelimnary
estimate of the SGR for 2001; and (2) a revised estimte of the
CY 2000 SGR. In addition, consistent with section 1848(f)(3)(A)
of the Act, we are revising the SGR for FY 2000 for purposes of
determ ning the physician fee schedul e update for 2001 under
section 1848(d)(4)(B) of the Act.

In general, the update for a year is based on the Mdicare
Econom ¢ Index (MElI) as adjusted, w thin bounds, by the anobunt
of actual expenditures for physicians' services conpared to
allowed (that is, growh target) expenditures. A key difference
bet ween the MVPS and the SGR is that the conparison of actual
and al |l owed expenditures is nade on a cunul ative basis under the
SCR, while it was nmade on an annual basis under the MVPS. The
“updat e adjustnent factor” in section 1848(d)(4)(B) of the Act
is an adjustnment to the MEl that reflects the difference between
actual expenditures and target expenditures.

Section 1848(d)(3)(C of the Act, as nodified by the BBA,
defines allowed expenditures for the 12-nonth period endi ng
March 31, 1997 as equal to actual expenditures for physicians

services during that period (that is, April 1, 1996 through



March 31, 1997), as we have estimated. Section 1848(d)(3)(C of
the Act defines all owed expenditures for subsequent 12-nonth
periods to be equal to all owed expenditures for physicians
services for the previous year increased by the SGR for the FY
whi ch begins during the 12-nonth period. For exanple, allowed
expenditures for the 12-nonth period April 1, 1997 through March
31, 1998 are equal to allowed expenditures for the 12-nonths
endi ng March 31, 1997, increased by the SGR for FY 1998. As
expl ai ned above, BBRA subsequently provided for a transition to
a cal endar year SGR systemin 1999 with all owed expenditures in
2000 equal to 1999 all owed expenditures increased by the 2000
SGR. Al l owed expenditures for each subsequent year wll equal
expenditures fromthe prior year updated by the SGR

The foll ow ng table shows annual and cunul ati ve al |l owed
expendi tures for physicians' services fromApril 1, 1996 through

Decenmber 31, 2001.



Annual Cumul ative Al owed

Al | oned Expendi t ures
Peri od Expendi t ur es FY or CY SGR
4/ 1/ 96- 3/ 31/ 97 $48.9 billion $48.9 billion N A
4/ 1/ 97-3/ 31/ 98 $49.6 billion $98.5 billion FY 1998=1. 5%
4/ 1/98-3/31/99 $49.4 billion $147.9 billion FY 1999=-0. 3%
1/1/99-3/31/99 $12.5 billion
4/1/99-12/ 31/ 00 $39.5 billion $187.9 billion FY 2000=7. 9%
1/1/99-12/31/99 $52.4 billion Included in $187.9 | See Note

billion above

1/ 1/00-12/31/00 $56.6 billion $244.4 billion CY 2000=8. 1%
1/1/01-12/31/01 $59.8 billion $304.2 billion CY 2001=5. 6%

*Note: All owed expenditures for the first quarter of 1999 are
based on the FY 1999 SGR and al | owed expenditures for the | ast
three quarters of 1999 are based on the FY 2000 SGR

In the above table, for the period April 1996 through March
1997, annual allowed expenditures are equal to actual
expenditures for the period. Annual allowed expenditures for
each subsequent year are equal to the figure fromthe prior
April 1 through March 31 12-nonth period (shown in the annual
al | oned expenditure colum) nmultiplied by the SGR figure one row
down in the right hand colum. For exanple, allowed
expenditures fromApril 1997 through March 1998 are equal to
$48.9 nultiplied by 1.015. Cunulative allowed expenditures in a
year are equal to the sum of the annual allowed expenditures
figure in the same row and annual all owed expenditures for al
prior years. The transition to the cal endar SGR occurs in 1999.

Qur current estinmates of the FY 2000 SGR of 7.9 percent (2.1




percent for factor 1, 0.8 percent for factor 2, 4.5 percent for
factor 3 and 0.3 percent for factor 4), the CY 2000 SGR of 8.1
percent (2.1 percent for factor 1, 1.0 percent for factor 2, 4.3
percent for factor 3, and 0.5 percent for factor 4) and the CY
2001 SCR (1.9 percent for factor 1, 0.9 percent for factor 2,
2.7 percent for factor 3 and 0.0 percent for factor 4) are
described in nore detail below. All estimates are based on the
best data available to the Secretary as of Septenber 1.

Al |l owed expenditures for the April 1, 1999 through the
Decenber 31, 1999 period are based on the FY 2000 SGR. As
previ ously discussed, section 1848(f)(3) of the Act requires two
revisions to the FY 2000 SGR. The first revision nust be made
not | ater than Novenber 1, 2000 based on the best data avail able
as of Septenber 1, 2000; the second revision nmust be made not
[ ater than Novenber 1, 2001, based on the best data avail able as
of Septenber 1, 2001. The all owed expenditures figure in the
above table for the April 1, 1999 through the Decenber 31, 1999
period reflects the revisions of the FY 2000 SGR contained in
this notice. Simlarly, the allowed expenditure figure for 2000
reflects our current estimate of the SGR for 2000. Both figures
will be revised for the final tinme not |ater than Novenber 1,

2001.



As we explained in our April 10, 2000 SGR notice (65 FR
19002), section 1848(d)(4)(CO(ii)(1l) of the Act, as added by
section 211(a)(1)(B) of the BBRA, specifies that allowed
expenditures for the year of 1999 nust be our estimate of the
anount of the all owed expenditures that would be permtted under
section 1848(d)(3)(C of the Act for that year. W are,
therefore, calculating all owed expenditures for CY 1999 as the
sum of all owed expenditures for--(1) The January 1, 1999 through
March 31, 1999 period; and (2) all owed expenditures for the
April 1, 1999 through Decenber 31, 1999 peri od.

Annual all owed expenditures for the period April 1, 1998
t hrough March 31, 1999 are $49.4 billion. CQur actuari al
estimate of allowed expenditures for the 3-nonth period January
1, 1999 through March 31, 1999 is $12.5 billion that was
determ ned by updating quarterly allowed expenditures included
in the January 1, 1997 through March 31, 1997 period by the SGRs
for FY 1998, FY 1999 and FY 2000. Adding this figure to the
$39.9 billion figure for April 1, 1999 through Decenber 31, 1999
equal s al | owed expenditures for 1999 of $52.4 billion. (Due to
roundi ng, the figures may not add precisely to the total for
2000.)

Al |l owed expenditures for the period April 1, 1998 through

March 30, 1999 are equal to all owed expenditures for the



previous 12-nonth period increased by the FY 1999 SGR As
di scussed in the April 10, 2000 SGR final notice (65 FR 19001),
because there is no provision in the Act for revising the
FY 1999 SGR or, consequently, the allowed expenditures for the
April 1, 1998 through March 31, 1999 period, we are not revising
the January 1, 1999 through March 31, 1999 portion of all owed
expenditures included in the 1999 all owed expenditures. Thus,
al l oned expenditures for the January 1, 1999 to March 31, 1999
period are the sanme as those included in our April 10, 2000
final notice (65 FR 19002). However, as indicated above,
revisions to the FY 2000 SGR contained in this notice result in
an increase in our earlier estimates of allowed expenditures for
April 1, 1999 through Decenber 31, 1999 and, hence, all owed
expenditures for 1999.
D. Prelimnary Estimte of the SGR for CY 2001

According to sections 1848(f)(2)(A) through (f)(2)(D) of
the Act, as anended by section 211(b) of the BBRA, we have
determned the prelimnary estimate of the CY 2001 SGRto be 5.6
percent. Qur determnation is based on estinates of the
followng four statutory factors as indicated in the table

bel ow



Statutory Factors April 10 Estinmate Current Estinmate
Fees 1.5 1.9

Enr ol | nent -0.6 0.9

Real Per Capita GDP 1.9 2.7

Law and Regul ati on 0.0 -0.0

Tot al 2.8 5.6

(Note: Consistent with section 1848(f)(2) of the Act, the
statutory factors are multiplied, not added, to produce the
total (that is, 1.019 X 0.991 X 1.027 X 1.000 = 1.056.) A nore
detail ed expl anation of each figure is provided bel ow

E. Sust ai nable Gowh Rate for CY 2000

According to sections 1848(f)(2)(A) through (f)(2) (D) of
the Act, as anended by section 211(b) of the BBRA, our current
estimate of the CY 2000 SGRis 8.1 percent. This conpares to an
estimate of 5.8 percent included in our April 10, 2000 notice
(65 FR 19003). The table bel ow shows our April 10 and current
estimates of the four statutory factors that determ ne the CY

2000 SGR:



Statutory Factors April 10 Estimate Current Estimate
Fees 2.1 2.1
Enr ol | ment -0.6 1.0
Real Per Capita GDP 2.5 4.3
Law and Regul ati on 1.7 0.5
Tot al 5.8 8.1

A nore detail ed explanation of each figure is provided bel ow.
F. Sust ai nable Gowth Rate for FY 2000

According to sections 1848(f)(2) (A through (f)(2)(D) of
the Act, as anended by section 211(b) of the BBRA, our current
estimate of the FY 2000 SGRis 7.9 percent. This is in
conparison to an estimate of 2.1 percent included in our COctober
1, 1999 notice (64 FR 53394). At the tine of the April 10, 2000
final (SGR) notice, we estimated the SGR for FY 2000 woul d be
5.7 percent. The table bel ow shows our October 1, 1999 and
current estimates of the four statutory factors that determ ne

the FY 2000 SGR



Statutory Factors April 10 Estimate Current Estimate
Fees 2.1 2.1
Enr ol | ment -0. 4 0.8
Real Per Capita GDP 2.7 4.5
Law and Regul ati on 1.2 0.3
Tot al 5.7 7.9

A nore detail ed explanation of each figure is provided bel ow.
G Cal cul ation of the FY 2000 CY 2000 and CY 2001 Sustai nabl e
Gowh Rate
1. Detail on the CY 2001 SCR

A nore detail ed discussion of our prelimnary estinmates of
the four elements of the 2001 SGR fol | ows.
Factor 1--Changes in Fees for Physicians' Services (Before
Appl yi ng Legi sl ative Adjustnments) for CY 2001

This factor was cal cul ated as a wei ghted average of the CY
2001 fee increases that apply for the different types of
services included in the definition of physicians' services for
t he SGR

Physi ci ans' services represent approximately 89 percent of
al | oned charges for physicians' services under the SGR and are
updat ed by the Medi care Economic Index (MeEl). Qur current

estimate of the MElI for 2001 is 2.1 percent. Diagnostic



| aboratory tests represent approximtely 11 percent of the

Medi care al |l owed charges for physicians' services under the SGR
The BBA provided for a 0.0 percent update for CY 2001 for

| aboratory services. The table bel ow shows both the physicians

and | aboratory service updates that were used to determ ne the

percentage increase in physicians' fees for CY 2001.

Wei ght Updat e
Physi ci an . 89 2.1
Labor at ory 11 0.0
Wei ght ed Aver age 1.0 1.9

After taking into account the el enents described in the
table, we estimate that the wei ghted-average increase in fees
for CY 2001 for physicians' services under the SGR (before
applying any legislative adjustnents) will be 1.9 percent.
Factor 2--The Percentage Change in the Average Nunber of Part B
Enroll ees from Cy 2000 to CY 2001

This factor is our estinate of the percent change in the
average nunber of fee-for-service enrollees for CY 2001 as
conpared to CY 2000. Medicare+Choice (MtC) plan enroll ees,
whose Medi care-covered nedical care is outside the scope of the
SGR, are excluded fromthis estimate. Qur actuaries estimte
that the average nunber of Medicare Part B fee-for-service

enrol | ees (excluding beneficiaries enrolled in MC plans) w ||



increase by 0.9 percent in calendar year 2001. This estinmate
was derived by subtracting estimted M-C enrol |l ment from
estimated overall Medicare enrollnment as illustrated in the

t abl e bel ow.

2000 2001
Overal l 37.476 mllion 37.824 mllion
Medi car e+Choi ce 6.303 mllion 6.382 mllion
Net 31.174 mllion 31.442 million
Percent I ncrease 0.9 percent

In our April 10 final notice (65 FR 19005), we indicated
that the enrollnent factor is one of two elenents of the SCR
upon which there has been the | argest difference between our
actuaries' estimates and the actual percentage change in the
factor. At this tinme, our actuary has no information on actual
enrol I ment in M+C organi zations for 2001. Wile we do receive
informati on on whether a MrC Plan will continue to participate
or withdraw fromthe programin 2001, it remains difficult to
estimate the nunber of beneficiaries that will select a M-C pl an
or fee-for-service before the start of the cal endar year. Wile
sonme nanaged care organi zations will no | onger offer a MtC pl an,
ot her plans are avail able as an option to nost beneficiaries in
areas where there have been plan withdrawals. W have

considered this issue in devel oping our 2001 M+C enrol | ment



estimate. Wiile there have been plan withdrawal s the past three
years, we have continued to observe increased enrollnents. For
2001, we considered the issue of plan withdrawal s and are
forecasting a smaller increase than in prior years. Since
beneficiaries have the option of noving between the fee-for-
service and MtC sectors on a nonthly basis, there may be
nmovenent during the year between the fee-for-service and M+C
progranms. This is another factor that contributes to the
difficulty of estimating the size of the MtC enrol |l ee popul ation
prior to the start of a cal endar year. Since the fee-for-
service enrollnent figure is determ ned net of the change in MtC
enrollnment, it nmakes early estimates of this factor difficult.
We woul d further point out that our estimate of this factor wll
have little bearing on the estinmate of the update adjustnment
factor for 2001; it has no inpact since the update adjustnment is
already at its limt. Since the |law requires revisions of the
estimates used in setting the SGR, we will have information on
actual enrollnment in MC plans for the first eight nonths of
2001, and will be better able to predict the change in fee-for-
service enrollnent for the year by the tinme we determ ne the
2002 physician fee schedule. Thus, our estimate of the increase
in fee-for-service enrollnment contained in this final rule has

no affect on the 2001 physician fee schedul e update and wl |l



reflect later estinmates based largely on actual information for
the period by the tinme we set the 2002 physician fee schedul e
updat e.
Factor 3--Estimated Real G oss Donestic Product Per Capita
Gowh in CY 2001

Section 1848(f)(2)(C of the Act, as anended by section 211
of the BBRA, requires us to estimate growh in real CGDP per
capita. This factor is applied on a CY basis beginning with the
CYy 2000 SGR. W estimate that the growh in real GDP wll be
2.7 percent in CY 2001. Qur past experience indicates that
there have al so been | arge changes in estimtes of real per
capita GDP growt h and the actual change in this factor. Again,
we note that we will use revised estinates of real per capita
GDP growth in setting future year updates.
Factor 4--Percentage Change in Expenditures for Physicians
Services Resulting From Changes in Law or Regulations in CY 2001
Conmpared Wth CY 2000

There are no statutory or regulatory provisions that wll
af fect expenditures in CY 2001 relative to CY 2000. The
per cent age change in expenditures for physicians' services
resulting fromchanges in law or regulations is estimated to be
0.0 percent for 2001.

2. Detail on Cal cul ation of the FY 2000 and CY 2000 SGRs



A nore detail ed discussion of our revised estimtes of the
four elenents of the FY 2000 and CY 2000 SCR fol | ows.
Factor 1--Changes in Fees for Physicians' Services (Before
Appl yi ng Legi sl ative Adjustnents) for FY 2000 SGR and CY 2000
SR

We are continuing to use 2.1 percent for this el enment of
the SGR for the FY 2000 SGR and the CY 2000 SGR This factor
i s unchanged fromearlier estimtes previously described
respectively for FY 2000 and CY 2000 in the October 1, 1999
Federal Register (65 FR 53395) and the April 10, 2000 Federal
Regi ster (65 FR 19003).
Factor 2--The Percentage Change in the Average Nunber of Part B
Enrol |l ees for the FY 2000 SGR and CY 2000 SGR

This factor is our estinate of the percent change in the
average nunber of fee-for-service enrollees for FY 2000 as
conpared to FY 1999 and CY 2000 as conpared to CY 1999. As we
i ndi cat ed above, this factor is difficult to estinate prior to
the begi nning of the period for which the estimates are being
made because of the interaction of the fee-for-service and MC
program and the |l ack of availability of actual data on
beneficiary selection of MWC enrollnment. W currently have such
i nformation on actual enrollnment in the MtC programfor FY 2000

and CY 2000 that permts estimates of the change in fee-for-



service enroll nent for these years that will be nore reflective
of the final actual change. The estimates for FY 2000 and CY
2000 were derived by subtracting estinmated M+C enrol | ment from
estimated overall Medicare enrollnment as illustrated in the

t abl es bel ow.

1999 2000
Overal l 37.055 mllion 37.746 mllion
Medi car e+Choi ce 6.191 nmillion 6.303 nillion
Net 30.864 mllion 31.174 mllion
Percent | ncrease 1.0 percent

Qur actuaries' estimte of the percent change in the
average nunber of fee-for-service enrollees, net of MC
enrol l ment for 2000 conpared to 1999 (0.8 percent for fiscal
year 2000, and 1.0 percent for cal endar year 2000) is greater
than earlier estimates of this factor (-4.3 percent for FY 2000
and -0.6 percent for CY 2000). This is because the historical
base from which our actuarial estimate is made has changed (t hat
is, we have nore information on actual enrollnment in MC pl ans
from CY 1999 and CY 2000 that affects our estimates for these
and future years).

Factor 3--Estimated Real G oss Donestic Product Per Capita

Gowth in FY 2000 and CY 2000



In the FY 2000 SGR notice published on Cctober 1, 1999
(64 FR 53396), we estinmated that real GDP growth per capita for
FY 2000 would be 1.8 percent. In our April 10, 2000 SCGR noti ce,
we estimated that real per capita GDP growh for CY 2000 woul d
be 2.5 percent. W are now estimating real GDP growth per
capita to be 4.5 percent for FY 2000 and 4.3 percent for CY
2000. As we explained in our April 10, 2000 SGR notice (65 FR
19004), the higher estimate of the FY 2000 SGRis due in part to
Bureau of Economi c Analysis (BEA) revisions to the historical
Nat i onal I ncone and Product Accounts (NIPA) and in part due to a
change in the outlook for growh in 2000. The historical
revisions, released by BEA on COctober 29, 1999, raised
hi storical real GDP per capita growh by 0.2 percentage points
on average between 1959 and 1998, with larger differences in
recent years. (For detailed description of changes to N PA see
Brent R Multon, Robert P. Parker, and Eugene P. Seskin, "A
Previ ew of the 1999 Conprehensive Revision of the National
I ncome and Product Accounts,"” Survey of Current Business
(August, 1999): 7-20.) Subsequently, the projections of growth
in real CGDP per capita for FY 2000 have been revised upwards to
reflect these revisions. Also, projections of real GDP per
capita in 2000 (both FY and CY) have been revised upward to

reflect stronger than expected stock market performance and | ess



t han expected buil dup of inventories in preparation for Y2K in
1999.
Factor 4--Percentage Change in Expenditures for Physicians
Services Resulting From Changes in Law or Regul ations in FY 2000
Conmpared with FY 1999 and CY 2000 Conpared Wth CY 1999

As we explained in our Cctober 1, 1999 and April 10, 2000
SGR notices, legislative changes contained in the BBA and the
BBRA wi || have an inpact on expenditures for physicians
services under the SGR in FY 2000 and CY 2000. Section 4103 of
t he BBA nandates a new prostate screening benefit effective
January 1, 2000. W originally did not include any costs
associated with the prostate screening benefit in our FY 2000
SGR notice published on August 1, 1999 (64 FR 53394). 1In the CY
2000 SGR notice published on April 10, 2000 (65 FR 19004), we
i ndi cated that inclusion of the prostate screening benefit would
i ncrease the FY 2000 SGR by 1.4 percentage points. W
i nadvertently included both the estimated physician and hospital
expendi tures associated with the prostate screening benefit in
this figure while only Part B physician expenditures should be
included in the SGR In the April 10, 2000 SGR notice, we
estimated that factor 4 would be 1.2 percentage points for the
FY 2000 SGR and 1.7 percentage points for the CY 2000 SGR. The

correspondi ng figures are now 0.3 percent for FY 2000 and 0.5



percent for CY 2000. The correction of the prostate screening
benefit largely explains the reduction in this factor from our
April 10, 2000 notice. W also incorporated a higher price for
the prostate screening test itself that has the effect of
slightly increasing this conponent of the FY and CY 2000 SGR
O her factors that affect the FY 2000 and CY 2000 SGR are the
elimnation of the requirenent that subluxation of the spine be
denonstrated by an x-ray before a beneficiary can receive
Medi care coverage for chiropractic services. This provision is
resulting in a small increase in expenditures in FY 2000 and CY
2000. The inpact of BBA Medicare Secondary Payer provisions
wi || have margi nal inpact on reducing expenditures in FY 2000
and CY 2000.

Certain BBRA provisions also have a small inpact on
expenditures in FY 2000 and CY 2000. Section 224 of the BBRA
i ncreases paynents for pap snmears and is slightly increasing
expenditures. Section 221 of the BBRA postponed the
i npl ementati on of paynment caps on physical and occupati onal
t herapy and speech-| anguage pat hol ogy services. The effect of
this provision on physicians and i ndependent practitioners is
resulting in a small increase in expenditures for these years.
There is no effect on the SGR of provisions related to the

t echni cal conponent of a physician pathol ogy service or the use



of nodifier 25. W are not inplenenting the proposed policy
related to nodifier 25, and the savings associated with the

techni cal conponent of a physician pathol ogy service are not
| arge enough to affect cal culation of the FY 2001 SGR

After taking into account these provisions, the percentage
change in expenditures for physicians' services resulting from
changes in law or regulations is estimated to be 0.3 percent for
FY 2000 and 0.5 percent for CY 2000.

VI1. Provisions of the Final Rule

The provisions of this final rule restate the provisions of
the July 2000 proposed rule, except as noted el sewhere in the
preanble. Following is a highlight of the changes nmade fromthe
proposed rul e:

For changes related to the Geographic Practice Cost |ndex
(GPCl), we made no changes in the 2002 and 2001 GPCls fromthose
proposed in the July 2000 proposed rul e except to correct the
Kansas mal practice GPCI. Since the revised GPCls coul d not
result in total paynents either greater or |esser than paynents
t hat woul d have been nmade if GPCls were not revised, it was
necessary to adjust the GPCls for budget neutrality as required
by law. Therefore, we adjusted the 2001 through 2002 GPCls as
foll ows--work by 0.99699; practice expense by 0.99235; and

mal practice by 1.00215.



For mal practice RVUs, new nal practice RVUs, based on the
nore recent 1996 through 1998 prem um data, will becone
effective January 1, 2001. These nmal practice RVUs will be
considered interimfor 2001 and subject to comrent and possible
revision in 2002.

We are not finalizing our proposal relating to gl obal
period for insertion, renoval, and replacenent of pacemakers and
cardioverter defibrillators, because we believe that physicians
have raised valid concerns that the adjustnent to the work RVUs
in the proposed rule may result in an underpaynent for the
service. Until we review this issue further, we are continuing
with current pricing for these services and the use of the
90- day gl obal peri od.

For our proposal relating to lowintensity ultrasound, we
are assigning .62 work RvVUs and .04 mal practice RVUs to CPT code
20979 (which are the values al so used for CPT code 20974). To
determ ne the practice expense RVUs, we are applying direct
inputs of technician tinme of 45 m nutes and an exam tabl e and
m ni mum supply package. Since the publication of the July 2000
proposed rule, a national coverage decision has been nade
stating that lowintensity ultrasound will be covered by
Medi care as a treatnment nodality for nonunion of extremty

fractures beginning April 1, 2001.



For our proposal concerning observation care codes CPT
99234 through 99236, we are not adjusting the work RVUs as
proposed. W are nmaintaining the current work RVUs and
clarifying the policies to be followed for the use of these
codes.

VIIl. Collection of Information Requirenents

Thi s docunent does not inpose information collection and
recordkeepi ng requirenments. Consequently, it need not be
reviewed by the O fice of Managenent and Budget under the

authority of the Paperwork Reduction Act of 1995.

| X. Response to Comments
Because of the |arge nunber of itens of correspondence we

normal Iy receive on Federal Register docunents published for
comment, we are not able to acknow edge or respond to them
individually. We will consider all coments we receive by the
date and tinme specified in the "DATES' section of this preanble,
and, if we proceed with a subsequent docunent, we wll respond
to the cooments in the preanble to that docunent.
X. Regul at ory | npact Anal ysis

We have exam ned the inpacts of this final rule as required
by Executive Order 12866, the Unfunded Mandates Reform Act of
1995 (UVRA) (Pub. L. 104-4), the Regulatory Flexibility Act of
1980 (RFA) (Pub. L. 96-354), and Executive Order 13132 of

August 4, 1999 (Federalism



EO 12866 directs agencies to assess costs and benefits of
avai l abl e regul atory alternatives and, when regulation is
necessary, to select regul atory approaches that maxim ze net
benefits (including potential econom c, environnental, public
health and safety effects, distributive inpacts, and equity). A
regul atory inpact analysis (RIA) nmust be prepared for major
rules with economcally significant effects ($100 mllion or
nore annually). In the proposed rule inpact anal ysis, we
indicated that the rule would not be a major rule because it
woul d not increase or decrease expenditures to a physician
specialty or geographic area by nore than $100 nmillion. Wile
the changes in the Medicare physician fee schedule are for the
nost part, budget neutral, they do involve redistribution of
Medi care spendi ng anong procedures and physician specialties and
geographic areas. The redistributive effect of this rule on any
particul ar specialty or geographic area is, in our estimate,
likely to exceed $100 mllion for at |east one physician
specialty. For this reason, we are considering this to be a
maj or rule. The GPCI changes are expected to increase paynents
by less than $10 million in one locality and decrease paynents
by about $20 million in another locality. The effect on al
ot her paynment localities is likely to be | ess than these

anount s.



The UMRA al so requires (in section 202) that agencies
prepare an assessnent of anticipated costs and benefits before
devel oping any rule that may result in expenditure in any one
year by State, local, or tribal governnents, in the aggregate,
or by the private sector, of $100 million or nore. W have
determ ned that this rule has no consequential effect on State,
| ocal, or tribal governnments. W believe the private sector
cost of this rule falls bel ow the above-stated threshold as
wel | .

The RFA requires that we anal yze regul atory options for
smal | busi nesses and other small entities. W prepare a
Regul atory Flexibility Analysis unless we certify that a rule
woul d not have a significant econom c inpact on a substanti al
nunber of small entities. The analysis nust include a
justification concerning the reason action is being taken, the
ki nds and nunmber of small entities the rule affects, and an
expl anation of any neani ngful options that achieve the
obj ectives and | essen significant adverse econom c inpact on the
smal | entities.

In addition, section 1102(b) of the Act requires us to
prepare a regulatory inpact analysis if a rule may have a
significant inpact on the operations of a substantial nunber of

smal |l rural hospitals. This analysis nust conformto the



provi sions of section 604 of the RFA. For purposes of section
1102(b) of the Act, we define a small rural hospital as a
hospital that is |ocated outside of a Metropolitan Statistical
Area and has fewer than 50 beds.

For purposes of the RFA, all physicians are considered to
be small entities. There are about 700, 000 physicians and ot her
practitioners who receive Medi care paynent under the physician
fee schedul e.

For the purpose of EO 12866 and the RFA we have prepared
the foll owi ng anal ysis, which, together with the rest of this
preanbl e, neets all four assessnent requirenents. It explains
the rationale for and purpose of the rule, details the costs and
benefits of the rule, analyzes alternatives, and presents the
measures we considered to mnimze the burden on small entities.
A Resour ce-Based Practice Expense Relative Value Units

Revi sions in resource-based practice expense RVUs for
physi ci ans' services are cal cul ated to be budget neutral, that
is, the total practice expense RVUs for cal endar year 2001 are
calculated to be the sane as the total practice expense RVUs
that we estimate woul d have occurred wi thout the changes in this
regul ation. This also neans that increases in practice expense
RVUs for sone services will necessarily be offset by

correspondi ng decreases in values for other services.



The follow ng table shows the inpact on total allowed
charges by specialty of this rule's practice expense changes.
In addition to the provisions of the rule, this table
i ncorporates any inpacts that result fromusing 1999 utilization
data and ot her changes that we have nade to practice expense
inputs. The colum | abel ed “Year 2001-2002 I npact” shows the
i mpact on the fully inplenmented practice expense RVUs of changes
resulting fromthis final rule. The colum | abeled “Year 2001”
i npact reflects only the 2001 portion of the changes from * Year
2001- 2002 I npact” colum. The difference between the two col ums
reflects the effect of the transition to fully inplenented
practice expense RVUs. That is, the inpact in the 2001 col um
will reflect 75 percent of the inpact on the fully inplenented
RVUs. These inpacts are in addition to the inpacts announced in
previous rules related to the adoption of resource-based

practice relative value units.



| npact of Practice Expense Changes,

Specialty

Anest hesi ol ogy
Cardi ac Surgery
Car di ol ogy

Chi r opr act or
Cinics

Der mat ol ogy

Emer gency Medi ci ne
Fam |y Practice
Gast roent er ol ogy
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CGeneral Surgery
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Nonphysi ci an Practitioner
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The follow ng table shows the inpact of this final rule
conpared to the proposed rule that was published on July 17.
There are 3 maj or changes that occurred between the proposed and
final rule that may have an inpact on specialty |evel paynents.
First, we corrected an error in the practice expense nethodol ogy
that affected physical and occupational therapy. W
i nadvertently used the incorrect practice expense per hour for
physi cal and occupational therapy in the proposed rule. This
caused t he nonphysician practitioner category to reflect a 4
percent increase in paynents. The correct figure should have
been 1 percent. Second, we are using 1999 utilization data.

Use of the 1999 utilization data generally appears to have
l[ittle inmpact on any particular specialty. It does result in a
smal | reduction in paynents for pathology and a sonewhat | arger
reduction in paynents for the supplier category. Third, we
adopted the reconmendati ons of the RUC and PEAC to nake
refinements to the practice expense inputs for office visits and
of fice consultation services. This change will have the effect
of reducing paynents for specialties whose incones are derived
in large part fromthese services. W note that the table shows
the inmpact of this rule only and does not incorporate practice
expense changes fromtwo final rules, Novenmber 2, 1998 (63 FR

58895) and Novenber 2, 1999 (64 FR 59433), that resulted in



| arge increases in paynents for visit and consultation services
provi ded in physicians’ offices. Since the statute requires a
transition to paynents based on resource-based practice expense
RVUs, the increase in paynents for these services is occurring
over a 4-year period. Paynment for these services is continuing
to increase under the transition to resource-based practice
expense RVUs. However, it is increasing by a |l esser anount than
earlier antici pated.

| npact of Practice Expense Changes of the Final Rule Conpared to

t he Proposed Rul e

Al | oned Pr oposed Fi na

Char ges Rul e 2001- 2002
Specialty (Billions $) | npact % | npact %
Anest hesi ol ogy 1.5 -1 -1
Cardi ac Surgery 0.3 -3 -2
Car di ol ogy 3.9 0 -1
Chi r opr act or 0.4 1 1
Clinics 1.5 0 0
Der mat ol ogy 1.3 0 -2
Enmer gency Medi ci ne 0.9 0 0
Fam |y Practice 3.2 0 -2
Gast r oent er ol ogy 1.1 2 2
CGeneral Practice 1.0 0 -2
CGeneral Surgery 1.9 -1 0
Hemat ol ogy Oncol ogy 0.6 -1 -2
| nt ernal Medi ci ne 6.7 0 -1
Nephr ol ogy 0.9 2 3
Neur ol ogy 0.8 0 0
Neur osur gery 0.3 -1 -1
Nonphysi ci an Practitioner 0.9 4 2
Cbstetrics/ Gynecol ogy 0.4 -1 -1
Opht hal nol ogy 3.7 -1 0
Optonetri st 0.5 -2 -
Ort hopedi ¢ Surgery 2.2 -1 -1



O her Physici an
O ol aryngol ogy
Pat hol ogy

Pastic Surgery
Podi atry

Psychi atry

Pul nonary

Radi ati on Oncol ogy
Radi ol ogy
Rheunat ol ogy
Suppliers
Thoraci c Surgery
Ur ol ogy

Vascul ar Surgery
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The followng table titled Inpact of this Final Rule on
Paynments for Sel ected Codes shows the percentage change in total
paynent (in 2001 physician fee schedule dollars) for selected
hi gh-vol une procedures that result from practice expense and
mal practi ce changes announced in this final rule. These tables
reflect the inpact of this final rule only on the fully
i npl emrented fee schedul e amobunt. The paynents in these col ums
are determ ned using a conversion factor $38.2581. The RVUs
used for calculating paynent in the “old” colums are fromthe
Novenber 2, 1999 final rule. The RVUs used in calculating
paynents in the “new colums are fromthis final rule. By
using the conversion factor of $38.2581 and the 2001 nul practice
RVUs to cal cul ate paynents in both the “old” and “new’ col umms,
the i nmpact of changes in practice expense are illustrated.

These tables do not show the actual inpact on paynent from 2000
to 2001 because they do not incorporate the effect of the
transition or physician fee schedul e update (that is, “old” and

“new’ paynents both reflect use of the 2001 conversion factor).



B. Geographic Practice Cost |Index Changes

Section 1848(e)(1)(A) of the Act requires that paynents
under the Medicare physician fee schedul e vary anong paynent
areas only to the extent that area costs vary as reflected by
the area GPCls. The GPCls neasure area cost differences in the
t hree conponents of the physician fee schedul e: physician work,
practi ce expenses (enployee wages, rent, medical supplies, and
equi pnent), and nal practice insurance. Section 1848(e)(1)(C) of
the Act requires that the GPCls be reviewed and, if necessary,
revised at |east every 3 years. The first GPCl revision was
i npl enmented in 1995. The second revision was inplenented
in 1998, and the next revision wll be inplenmented in 2001.
Section 1848(e)(1)(C of the Act also requires that the GPCl
revi sions be phased in equally over a 2-year period if nore than
one year has el apsed since the |ast adjustnent.

An estimate of the overall effects of proposed GPClI changes
on fee schedul e area paynents can be denonstrated by a
conpari son of area geographic adjustnent factors (GAFs). The
GAFs are a wei ghted conposite of each area's work, practice
expense, and nmal practice expense GPCls using the national GPC
cost share weights. Wiile we do not actually use the GAFs in
conputing the fee schedul e paynent for a specific service, they

are useful in conparing overall area costs and paynents. The



actual effect on paynment for any actual service will deviate
fromthe GAF to the extent that the service's proportions of
wor k, practice expense, and mal practi ce expense RVUs differ from
t hose of the GAF. Addendum H shows the estimated effects of the
revised GPCls on area GAFs in descendi ng order.

Only 14 of the 89 fee schedule areas will change by at
| east 2 percent. Only 16 areas will change by from1 to 1.9
percent. The remaining 59 areas are estimted to experience
paynment changes of |ess than 1 percent under the revised GPCl s.
These are very m nor changes that woul d be expected in that we
are revising only the rent indices, conprising 11.6 percent of
the total GPCl, and the mal practice expense indices, conprising
3.2 percent of the GPCI. Thus, only about 15 percent of the
GPCls will be subject to change. The effects in the transition
year 2001 will only be one-half of these anbunts as the revised
GPCls will be phased in over a 2-year period as required by |aw.
C. Resour ce-Based Mal practice Relative Value Units

The mal practice RVUs in this final rule reflect the newer
data and refinenments made as a result of comments made on | ast
year’s rule. As we anticipated in the proposed rule, use of the
updated data results in little inpact on the specialty |evel
paynents. Tables showi ng the inpacts can be found in the

techni cal addendum at Addendum G O the 62 specialties shown,



the overall nedian effect on specialty paynents is 0.0 percent.
The nedi an i npact on specialties whose paynents are estimated to
increase is +0.2 percent. The nedian inpact on specialties
whose paynents are expected to decrease is —-0.1 percent.

D. Critical Care Relative Value Units

As we explained in the preanble in the Novenber 1999 fina
rule, we established interimwork RVUs for 2000 for CPT codes
99291 and 99292 (critical care services). These RVUs were
decreased in 2000 due to concerns about changes in the CPT
definition for these services. |In the proposed rule we
indicated our intent to increase the work RvVUs for critical care
servi ces and val ue the physician work at 4.0 RVUs for CPT code
99291 and 2.0 RVUs for CPT code 99292 because of changes that
were made to the definition of critical care for 2001. The
earlier reductions to the work RVUs were made assum ng there
woul d be a substitution of use of the critical care codes for
ot her codes that would increase net paynents if there were no
reductions to the work RVUs. W do not believe this
substitution will occur because of additional revisions to the
definition of critical care for 2001. Thus net paynents would
decrease if we do not restore critical care RVUs to their fornmer

|l evels. For this reason we are finalizing our proposal and



increasing the work RVUs to 4.0 RVUs for CPT code 99291 and 2.0
RVUs for CPT code 99292.

E. Care Pl an Oversi ght and Physici an
Certification/Recertification

We are establishing two new HCPCS codes for care plan oversight
that are consistent with our coverage criteria. W are
establishing two new HCPCS codes to describe the services

i nvol ved in physician certification or recertification and

devel opnent of a plan of care for a patient for whomthe
physi ci an has prescribed Medicare-covered honme health services.
We are assum ng there would be no additional cost or savings as
a result of the two new HCPCS codes for care plan oversight. W
are nerely instituting these codes for consistency with our
coverage criteria, and they would be used in place of the CPT
codes when these services are provided.

I n our proposed rule we indicated that new HCPCS codes are being
establi shed for physician certification or recertification and
devel opnment of a plan of care. W stated that paynent for these
services is currently included in the paynent for a variety of
services such as E/Mservices that are provided i ndependently to
patients as part of a global surgical service. Under this
proposal, we would instead pay separately for the certification

and recertification of the plan of care for honme health



services. Since we are proposing to pay separately for a
service that is currently included in our paynent for other
services, this proposal would increase Medi care expenditures for
physi ci ans' services wi thout an adjustnent to the physician fee
schedule CF. For this reason, we proposed to adjust the
physi ci an fee schedule CF to ensure that Medicare paynents for
physi ci ans' services do not increase as a result of this

pr oposal .

Comment: W received several comrents that objected to any
budget neutrality adjustment related to the establishnent of new
codes related to certification and recertification of a plan of
care for honme health services. According to the AMA, the hone
health PPS rul e published on July 3, 2000 indicates that we want
nore physician effort devoted to honme health services, and not
just a continuation of current efforts. The AMA stated that our
home health PPS rule indicates an intent to focus on physician
certification efforts and education “in order to better involve
the physician in the delivery of hone health services.”

(65 FR 41127).

Response: Al though we are establishing new codes to descri be
certification and recertification of a plan of care for hone
heal th services, we disagree that the establishnent of these

codes constitutes a new requirenent to furnish a physicians’



service as a condition of paynent for hone health services. W
note that the proposed regul ati ons applicable to hone health
servi ces, published on Cctober 10, 1999, woul d have nodified 42
CFR section 424.22 to add a new paragraph (a)(1)(v) to specify
that as a condition for paynment of honme health services under
Medi care Part A or Medicare Part B, a physician nmust certify
that the individual is correctly assigned to one of the hone
heal th resource groups. However, in response to conments we
elimnated this requirenent and did not make a nodification to
the regulation. W also proposed to nake a conform ng change at
par agraph (b) (1) of 8424.22 regarding the timng of the
recertification. Specifically, we proposed to anmend 8424.22(h)
by replacing the phrase "at |east every 2 nonths" with "at |east
every 60 days." W believe this is a mnor conform ng change to
the regulation that wll have little or no inpact on
expenditures. While we believe it is beneficial to establish
separate codes for the certification and recertification
services, the hone health regul ati ons do not inpose any new
requi renents on physicians that will increase expenditures. As
indicated in our April 2000, Program Menorandum (Provi der
Education Article: Role of Physicians in the Home Health
Prospective Paynent System transmittal B-00-16), the

prospective paynent system does not introduce change to the plan



of care. It remains the beneficiary’s physician' s
responsibility to develop a plan of care based on his or her
intimate know edge of the nmedical condition of the hone health
patient.

The sustainable growh rate determ ned under section 1848(f) of
the Act allows for an adjustnent for changes in expenditures
that “will result fromchanges in |aw and regulations.” Since
there are no new requi rements being i nposed upon physicians and
there are no regul atory changes that woul d nmandate an adj ust nent
to the SGR, we are naking a budget neutrality adjustnent to the
conversion factor to ensure that expenditures do not increase as
a result of this provision. W estimate that paying separately
for certification and recertification of a plan of care for hone
health services will increase Medicare paynents w thout the 0.3
percent offsetting adjustnent to the conversion factor that we
have appli ed.

F. Obhservation Care Codes

We believe that there are not any significant costs for
this policy clarification. W believe physicians have not
typically been billing for the discharge conponent of a hospital
or observation stay of |less than 8 hours. However, physicians
who have been billing 99234 through 99236 for stays |less than 8

hours in length would see a small reduction in paynent. This



policy clarification will give clear guidance to physicians and
Medi care contractors in review ng nedical records and woul d
assure consi stent paynent across contractors.

G Ccul ar Phot odynam ¢ Therapy and O her Opht hal nol ogi cal
Treat nents

As previously stated, we are establishing national HCPCS codes
and paynment anounts for ocul ar photodynam c therapy. If we did
not establish national codes and pricing for this procedure,
carriers that determned that this procedure is covered woul d
use unlisted codes and determne pricing locally. There will be
no budget effects associated with establishing national codes
and paynment anmounts for this service since national pricing
woul d substitute for use of unlisted codes and carrier pricing.
H. El ectri cal Bi oi npedance

As stated earlier, we are establishing a national paynment anount
for electrical bioinpedance. This rule establishes national
pricing amounts for a service currently priced by carriers.
This change will have little inpact on the Medi care program
cost s.

l. A obal Period for Insertion, Renoval, and Repl acenent of
Pacemakers and Cardioverter Defibrillators

We proposed to change the gl obal period for certain CPT codes

involving the insertion, renoval, and repl acenent of pacenakers



and cardioverter defibrillators from90 days to 0 days. The
proposed changes were not anticipated to result in cost or

savi ngs because we proposed to reduce the work and practice
expense RVUs to account for any clains that we would receive for
post-operative visits that were previously bundl ed into paynent
for the 90-day gl obal surgical service. As a result of comments
recei ved on the proposed rule, we are not adopting the proposed
policy. The global period will remain at 90 days, and we will
not inplenent the proposed reductions to the work and practice
expense RVUs. Thus, since there is no change in policy, there
are no budget inplications of our decision on this issue in the
final rule.

J. Antigen Supply

Qur change frompermtting a physician to bill for a 12-nonth,
as opposed to a 12-week supply of antigen could benefit
beneficiaries, since they will be able to obtain a year's supply
of nmedication in a single visit. W believe that this change
has no inpact on programcosts. Also, there is no inpact on the
beneficiary, since this change only aggregates four
prescriptions into one, and the cost to the beneficiary remains
t he sane.

K.  Increased Space Allotnent in Physical Therapy Sal ary

Equi val ency CQui del i nes



W are nmaking an adjustnment to our application of the
salary equivalency guidelines that are used to determne the

indirect conponents of the practice expense per hour for

physi cal and occupati onal therapy. Paynments for all outpatient
physi cal and occupational therapy services wll increase by 3
and 4 percent, respectively. This change will be budget neutra

anong all physician fee schedul e services.

O her issues nentioned in the preanble are nerely discussions or
clarifications and, therefore, have no budgetary inpact.
Budget - Neutral ity

Each year since the fee schedul e has been inpl enented, our
actuari es have determ ned any adjustnents needed to neet the
budget-neutrality requirenent of the statute. A conponent of
the actuarial determ nation of budget-neutrality involves
estimating the inpact of changes in the volune-and-intensity of
physi ci ans' services provided to Medicare beneficiaries as a
result of the proposed changes. Consistent with the provision
in the Novenber 1998 final rule, the actuaries would use a node
t hat assunmes a 30 percent vol une-and-intensity response to price
reductions. This year there will be a 5.0 percent increase in
the conversion factor resulting fromthe physician fee schedul e
update. Since this update will offset any negative paynent

i npacts resulting fromthis final rule, no volunme and intensity



adj ustnment is being incorporated into the physician fee schedul e
conversion factor in 2001.
| npact on Beneficiaries
Al t hough changes in physicians' paynents when the physician fee
schedul e was inplenmented in 1992 were |arge, we detected no
problenms with beneficiary access to care. Furthernore, since
begi nning our transition to a resource-based practice expense
systemin 1999, we have not found that there are problens with
beneficiary access to care.
Xl. Federalism
We have reviewed this final rule under the threshold criteria of
EO 13132, Federalism and we have determ ned that the proposed
rul e does not significantly affect the rights, roles, and
responsibilities of States.
Li st of Subjects
42 CFR Part 410

Health facilities, Health professions, Kidney diseases,
Laboratories, Medicare, Rural areas, X-rays.
42 CFR Part 414

Adm ni strative practice and procedure, Health facilities,
Heal t h professions, Kidney di seases, Medicare, Reporting and

recordkeepi ng requi renents, Rural areas, X-rays.



For the reasons set forth in the preanble, HCFA anends 42 CFR
chapter 1V as foll ows:
Part 410-- SUPPLEMENTARY MEDI CAL | NSURANCE (SM ) BENEFI TS

1. The authority citation for part 410 continues to read
as follows:

Aut hority: Secs. 1102, and 1871 of the Social Security Act
(42 U S.C. 1302 and 1395hh).

2. In 8410.68, republish the introductory text and revise
the introductory text for paragraph (b) to read as foll ows:
8410.68 Antigens: Scope and conditions.

Medi care Part B pays for--

* * * * *
(b) A supply of antigen sufficient for not nore than

12 nonths that is--

* * * * *

PART 414-- PAYMENT FOR PART B MEDI CAL AND OTHER HEALTH SERVI CES

3. The authority citation for part 414 continues to read
as follows:

Aut hority: Secs. 1102, 1871, and 1881(b) (1) of the Soci al
Security Act (42 U S.C 1302, 1395(hh), and 1395rr(b)(1).

4. Revise 8414.22(b)(5)(i) to read as foll ows:

8414. 22 Rel ative value units (RVUs).

* * * * *



(b) * * *

(5) * * *

(1) Usually there are two | evels of practice expense RVUs
that correspond to each code.

(A) Facility practice expense RVUs. The lower facility
practice expense RVUs apply to services furnished to patients in
the hospital, skilled nursing facility, community nental health
center, or in an anbul atory surgical center when the physician
perfornms procedures on the ASC approved procedures list. (The
facility practice expense RVUs for a particular code may not be
greater than the non-facility RVUs for the code.)

(B) Non-facility practice expense RVUs. The higher
non-facility practice expense RVUs apply to services perforned
in a physician's office, a patient's honme, an ASC if the
physician is perform ng a procedure not on the ASC approved
procedures list, a nursing facility, or a facility or
institution other than a hospital or skilled nursing facility,
community nental health center, or ASC perform ng an ASC
approved procedure.

(C CQutpatient therapy services. CQutpatient therapy
services billed under the physician fee schedule are paid using

the non-facility practice expense RVU conponent.

* * * * *
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Note: These addenda will not appear in the Code of Federal
Regul ati ons.
Addendum A -- Explanation and Use of Addenda B

The addenda on the foll owi ng pages provide various data
pertaining to the Medicare fee schedul e for physicians' services
furnished in 2001. Addendum B contains the RVUs for work, non-
facility practice expense, facility practice expense, and
mal practi ce expense, and other information for all services
i ncluded in the physician fee schedul e.
Addendum B—2001 Rel ative Value Units and Rel ated |Information
Used in Determ ning Medicare Paynents for 2001

Thi s addendum contains the followi ng informati on for each
CPT code and al phanuneric HCPCS code, except for al phanuneric
codes beginning with B (enteral and parenteral therapy), E
(durabl e nmedi cal equipnent), K (tenporary codes for
nonphysi ci ans' services or itens), or L (orthotics), and codes
f or anest hesi ol ogy.

1. CPT/HCPCS code. This is the CPT or al phanuneric HCPCS

nunber for the service. Al phanuneric HCPCS codes are included

at the end of this addendum



2. Mdifier. Anodifier is showmn if there is a
techni cal conponent (nodifier TC) and a professional
conponent (PC) (nodifier -26) for the service. |If there is
a PC and a TC for the service, Addendum B contains three
entries for the code: One for the global values (both
prof essional and technical); one for nodifier -26 (PC); and
one for nodifier TC. The global service is not designated
by a nodifier, and physicians nmust bill using the code
w thout a nodifier if the physician furnishes both the PC
and the TC of the service.

Modi fier -53 is shown for a discontinued procedure.
There will be RVUs for the code (CPT code 45378) with this
nodi fier.

3. Status indicator. This indicator shows whet her

the CPT/HCPCS code is in the physician fee schedul e and
whether it is separately payable if the service is covered.
A = Active code. These codes are separately payable
under the fee schedule if covered. There will be RVUs for
codes with this status. The presence of an "A" indicator
does not nean that Medicare has nade a national decision
regardi ng the coverage of the service. Carriers renmain
responsi bl e for coverage decisions in the absence of a

nati onal Medicare policy.
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B = Bundl ed code. Paynent for covered services is

al ways bundl ed i nto paynent for other services not
specified. If RVUs are shown, they are not used for
Medi care paynent. |If these services are covered, paynent
for themis subsuned by the paynent for the services to
which they are incident. (An exanple is a tel ephone cal
froma hospital nurse regarding care of a patient.)

C = Carrier-priced code. Carriers will establish RVUs
and paynment anounts for these services, generally on a
case- by-case basis foll ow ng review of docunentation, such
as an operative report.

D = Deleted code. These codes are deleted effective
wi th the begi nning of the cal endar year.

E = Excluded from physician fee schedul e by
regul ation. These codes are for itens or services that we
chose to exclude fromthe physician fee schedul e paynent by
regul ation. No RVUs are shown, and no paynent may be made
under the physician fee schedule for these codes. Paynent
for them if they are covered, continues under reasonable
charge or other paynent procedures.

G = Code not valid for Medicare purposes. Mdicare

does not recogni ze codes assigned this status. Medicare
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uses another code for reporting of, and paynent for, these

servi ces.

N = Noncovered service. These codes are noncovered
services. Medicare paynent may not be made for these
codes. |If RVUs are shown, they are not used for Medicare
paynent .

P = Bundl ed or excluded code. There are no RVUs for
t hese services. No separate paynent should be nade for
t hem under the physician fee schedul e.

- - If the itemor service is covered as incident to
a physician's service and is furnished on the sane day as a
physi cian's service, paynment for it is bundled into the
paynent for the physician's service to which it is incident
(an exanple is an elastic bandage furni shed by a physician
incident to a physician's service).

- - If the itemor service is covered as other than
incident to a physician's service, it is excluded from

t he physician fee schedule (for exanple, col ostony

supplies) and is paid under the other paynent

provi sions of the Act.
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R = Restricted coverage. Special coverage

instructions apply. |If the service is covered and no RVUs
are shown, it is carrier-priced.

T = Injections. There are RVUs for these services,
but they are only paid if there are no other services
payabl e under the physician fee schedule billed on the sane
date by the sane provider. |If any other services payable
under the physician fee schedule are billed on the sane
date by the sane provider, these services are bundled into
the service(s) for which paynent is made.

X = Exclusion by law. These codes represent an item
or service that is not within the definition of
"physi ci ans' services" for physician fee schedul e paynent
purposes. No RVUs are shown for these codes, and no
paynment may be made under the physician fee schedul e.
(Exanpl es are anbul ance services and clinical diagnostic
| aborat ory services.)

4. Description of code. This is an abbreviated

version of the narrative description of the code.

5. Physician work RVUs. These are the RVUs for the

physician work for this service in 2000. Codes that are

not used for Medicare paynent are identified with a "+.
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6. Fully inplenented non-facility practice expense

RVUs. These are the fully inplenmented resource-based
practice expense RVUs for non-facility settings.

7. Year 2000 Transition non-facility practice

expense RVUs. Blended non-facility practice expense RVUs

for use in 2000.

8. Fully inplenented facility practice expense RVUs.

These are the fully inplenmented resource-based practice
expense RVUs for facility settings.

9. Year 2000 transition facility practice expense

RVUs. Blended facility practice expense RVUs for use in
2000.

10. Mal practice expense RVUs. These are the RVUs for

the mal practice expense for the service for 2000.

11. Fully inplenented non-facility total. This is

the sumof the work, fully inplenented non-facility
practice expense, and nal practice expense RVUs.

12. Year 2000 transition non-facility total. This is

the sumof the work, transition non-facility practice

expense, and nal practice expense RVUs for use in 2000.
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13. Fully inplenmented facility total. This is the

sum of the work, fully inplenmented facility practice
expense, and nal practice expense RVUs.

14. Year 2000 transition facility total. This is the

sum of the work, transition facility practice expense, and
mal practi ce expense RVUs for use in 2000.

15. dobal period. This indicator shows the nunber

of days in the global period for the code (0, 10, or 90
days). An explanation of the al pha codes foll ows:

MW = The code describes a service furnished in
unconplicated maternity cases including antepartum care,
delivery, and postpartumcare. The usual gl obal surgica
concept does not apply. See the 1999 Physicians' Current
Procedural Term nol ogy for specific definitions.

XXX

The gl obal concept does not apply.

YYY

The gl obal period is to be set by the carrier
(for exanple, unlisted surgery codes).
ZZ7Z = The code is part of another service and falls

within the gl obal period for the other service.



