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VA 
	
                                  
      U.S. Department 
  of Veterans Affairs


Office of the Secretary					In Reply Refer To: 00REG Washington DC 20420


Date: January 4, 2018  


Subj:	Economic Regulatory Impact Analysis for RIN 2900-AQ08/2016-018, Reimbursement for Emergency Treatment


	I have reviewed this rulemaking package and determined the following:

1.  VA has examined the economic, interagency, budgetary, legal, and policy implications of this regulatory action and, based on that analysis, OMB has concluded that it is an economically significant rule under Executive Order 12866 because it is likely to result in a regulatory action that may have an annual effect on the economy of $100 million or more.

2. This regulatory action is also a major rule under the Congressional Review Act, because it is likely to result in an annual effect on the economy of $100 million or more.

3. This rulemaking will not have a significant economic impact on a substantial number of small entities under the Regulatory Flexibility Act, 5 U.S.C. 601-612.   

4. This rulemaking will not result in the expenditure of $100 million or more by State, local, and tribal governments, in the aggregate, or by the private sector, under the Unfunded Mandates Reform Act of 1995, 2 U.S.C. 1532. 

5.  Attached please find the relevant cost impact documents. 

(Attachment 1):  Agency’s Impact Analysis, dated November 22, 2017
(Attachment 2): CFO Concurrence memo, dated July 12, 2017


Approved by:
Michael P. Shores, MSRC 
Director, Regulation Policy & Management (00REG)
Office of the Secretary




(Attachment 1)

Impact Analysis for RIN 2900-AQ08/2016-018 

Title of Regulation:  Reimbursement for Emergency Treatment. 

Purpose:  To determine the economic impact of this rulemaking.

The Need for the Regulatory Action:  On April 8, 2016, a U.S. Court of Appeals for Veterans Claims (CAVC) ruling invalidated a VA regulation governing reimbursement or payment for unauthorized emergency treatment of a Veteran's non-service connected condition furnished by a community provider (Reference: 38 CFR § 17.1002(f), Substantive conditions for payment or reimbursement).  Prior to the ruling, VA’s regulation barred reimbursement or payment when the Veteran has other health insurance (OHI), including Medicare and employee-sponsored and private health insurance. 

Benefits of the Rulemaking:  VA amends its regulations at 38 CFR §§17.1002 and 17.1003 to expand benefits under 38 United States Code (U.S.C.) 1725, Reimbursement for Emergency Treatment.  In addition, it amends 38 CFR § 17.1005, Payment Limitations, to make VA the secondary payer to OHI or third party liability for emergency treatment under section 1725, to be the lesser of the amount for which the Veteran is personally liable or 70% of the amount of the applicable Medicare fee schedule.  

This rulemaking aligns the CFR with the CAVC decision and reimbursement of non-service connected emergency treatment under 38 U.S.C. § 1725.  The rulemaking implements the following changes where there is an impact to reimbursement by:

1) Making VA secondary payer when an eligible Veteran has remaining personal financial liability to a provider of emergency treatment following payment from a third party or health plan contract and following Veteran payment of co-pays, deductibles or coinsurance required by their other insurance policy.  In a large majority of cases, emergency providers will have a contract with the other insurer.  Under these contracts, other insurance payments, plus payment by the Veteran of cost sharing amounts, will be accepted by providers as payment in full.  In such cases, VA will not need to make a secondary payment. 

Veterans may still have a liability in situations where one or more providers are out of network (do not have a contract) with the insurer or where the insurer does not cover a service that VA would cover.  VA will make secondary payments in these situations. VA will pay the lesser of the amount for which the Veteran is personally liable or 70% of the applicable Medicare fee schedule amount for such treatment.  

2) Allowing ambulance transportation payment when VA is authorized to pay or reimburse for the remainder of the liability for transportation regardless of whether there is remaining liability pursuant to § 17.1002 (this includes claims when there is no remaining liability under 17.1002, and when there is partial payment from a health-plan contract or third party on the facility claim).


Estimated Impact:  VA has determined that there are costs and transfers associated with this rulemaking.  Total transfers are estimated to be from a low estimate of $41 million to a high estimate of $93 million in FY2018 and a low estimate of $150 million to a high estimate of $282 million over a five-year period.  Total costs are estimated to be $7 million in FY2018 and $15.8 million over a 5-year period.

Regulatory Alternatives Considered:  In drafting this regulatory impact analysis (RIA), VA considered using the methodology already established in regulation at 17.1005(e) for when there is partial payment from a third party for the emergency treatment.  However, VA determined that the current methodology, when specifically applied to cases when there is partial payment from a health-plan contract, may not be consistent with the intent of the Court case.  In this regard, it leaves open the possibility that VA will not be able to make a payment on each claim thereby obligating the Veteran, and not VA, to pay the remainder of any medical liability.  VA also considered simply paying the remainder of the Veteran’s liability when there was partial payment from a third party, to include a health-plan contract.  However, VA is statutorily required to have a maximum payment amount and is only permitted to pay the reasonable value of the treatment.  Therefore, VA decided that using that methodology was not consistent with our statutory authority.  In addition, VA considered other alternatives to the number of patients that would potentially be found eligible for reimbursement.  Because of the lack of data we applied a low, medium, and high range to best estimate the costs. 

Assumptions and Methodology of the Analysis:  This analysis relies in part on data and other listings provided by various personnel at VA.  That data has been reviewed for reasonableness and compared to past trends and other information, when possible.  Some of the information in this analysis is based on historical data and both low and high-end volume estimates.  The results contained in this analysis are projections.  Actual results may differ from those projected here.  

Low / Medium / High Range of Estimates:  Due to uncertainty about the number of emergency treatment claims that may occur and the size of secondary payments, a range of cost estimates has been developed.  The low range of $41 million in FY 2018 represents the minimum amount of payments/transfers VA may experience as a result of this ruling.  The medium range is based on an increase in potential payments/transfers of $67 million related to increased submission of claims.  VA estimates that the high range payment/transfer impact of the ruling to be $93 million.

These estimates are based on a number of assumptions.  Since the new rule relates to non-service connected care, estimates assume that claims will come from enrolled Veterans in VA health care who also have OHI coverage.  Since the law does not allow VA payment for OHI co-pays or similar patient cost sharing amounts (deductibles or coinsurance) required by other insurance, no payment for these amounts are included.  Estimates are included for secondary payments on claims where a Veteran’s liability remains after payments by other insurance and payment by the Veteran of co-pays, deductibles or coinsurance.  

Remaining liability may occur if providers are out of network with the primary insurer or if the primary insurer does not cover a service that VA does cover.  

Additionally, Appendix A lists methods for minimizing exposure to excessive costs that should be contained to ensure that public funds are being utilized in the most efficient way possible.

VA is committed to supporting Veterans receiving the care they need, especially in times of medical emergencies.  In cases involving medical emergencies, Veterans should go to the nearest hospital for treatment if a VA hospital is not readily available. VA asks that the community hospital, Veteran, or an agent on behalf of the Veteran notify VA of the Veteran’s admission to ensure continuity of care. Both VA and community providers should coordinate transfer of the Veteran to a VA facility when their medical condition stabilizes.

The projected impact of this regulation on reimbursement for emergency treatment is significant and will require VA to use prudent management techniques consistent with high quality of care for Veterans to manage the impact of this regulation. 

Table 1:  FY2018 - Projected Range (low, medium, high) Payments/Transfers for Other Health Insurance (OHI) In Network (IN), Out of Network (OON), and Denials

	FY2018
	Estimated Payments OHI OON
	OHI OON Denials Deducted from Total Payments to Estimate VA Projected Payments
	Total Projected Payments OON Claims
	Projected Payments OHI-IN Claims*
	Total Projected Claims Payment

	Low Estimate
	$41,947,231
	$3,986,870
	$37,960,360
	$3,033,676
	$40,994,037

	Medium Estimate
	$71,639,057
	$7,912,227
	$63,726,830
	$3,416,499
	$67,143,330

	High Estimate
	$104,276,167
	$14,342,349
	$89,933,818
	$3,290,300
	$93,224,118


Note: * Assumes VA is only responsible for OHI denials VA may potentially cover. 
** Numbers may not add due to rounding

Methodology:  Total projected claim payments/transfers are based on VA revenue data from Medicare Remittance Advices utilized to bill Medicare supplemental carriers and other private insurers. 

Total projected claim payments/transfers for OHI OON equals estimated OHI OON payments – OHI OON denials deducted from OHI payment (Low $41,947,231 - $3,986,870 = $37,960,360).

Total projected claim payments/transfers equals Total Projected Payments/Transfers OON Claims + Projected Payments/Transfers OHI IN claims ($37,960,360 + $3,033,676 = $40,994,037).  

The FY2018 low total payments/transfers are projected at $40,994,037, the medium payments/transfers are projected at $67,143,330, and the high payments/transfers are projected at $93,224,118. 




Table 2: 5-Year Projected Range (low, medium, high) Payments/Transfers for Other Health Insurance (OHI) In-Network (IN), Out of Network (OON), Denials

	Fiscal Year
	Low Estimate 
of Secondary Payments/Transfers
	Medium Estimate 
of Secondary Payments/Transfers
	High Estimate 
of Secondary Payments/Transfers

	2018
	$40,994,037
	$67,143,330
	$93,224,118

	2019
	$19,547,315
	$32,016,164
	$44,452,347

	2020
	$23,965,399
	$33,264,794
	$46,185,989

	2021
	$29,382,058
	$34,562,121
	$47,987,242

	2022
	$36,022,991
	$35,910,044
	$49,858,745

	5-Year Cost
	$149,911,799
	$202,896,453
	$281,708,442


Note: Numbers do not add due to rounding.


Methodology:  In order to project the potential impact of implementing the CAVC ruling, VA insurance data was utilized to determine the FY2018 secondary payments and transfers. The payments/transfers are based on VA revenue data utilizing bills to Medicare supplemental carriers and private insurers.  Additionally, the cost estimates were developed utilizing VA payment data (based on the total cost of projected secondary payments, divided by the total number of claims, which results in an average cost per claim.  In this table, an inflation rate of 3.9% was applied to the 2019-2022 out years. 

To determine the potential payments/transfers of claims, the projected payments and transfers for FY2018 were divided by the total number of claims for each payment/transfer for the low ,medium, and high projected expenditures (claim payment / transfers divided by volume of claims equals the average claim or $40,994,037 divided by 1,383,101 = $29.64)

For FY2019 through FY2022 the number of claims was multiplied by the projected average of the payment/transfer for each claim.  An annual inflation rate of 3.9 percent was utilized to project increased annual payment/transfer per claim for each projection of low, medium, and high expenditures (FY2019 equals $30.80, FY2020 equals $32.00 etc.).











Table 3: 5-Year Projected Range (low, medium, high) Payments/Transfers for Other Health Insurance (OHI) In-Network (IN), Out of Network (OON), Denials, Administrative, FTE, and Technology Costs

	Fiscal Year
	Low Estimate
 of Secondary Payments/Transfers, FTE, Admin Support, and Technology
	Medium Estimate 
of Secondary Payments/Transfers, FTE, Admin Support, and Technology
	High Estimate
 of Secondary Payments/Transfers, FTE, Admin Support, and Technology

	2018
	$48,058,712
	$74,208,005
	$100,288,793

	2019
	$21,073,406
	$33,542,255
	$45,978,438

	2020
	$25,939,811
	$35,239,206
	$48,160,401

	2021
	$31,751,455
	$36,931,518
	$50,356,639

	2022
	$38,896,848
	$38,783,901
	$52,732,602

	5-Year Cost
	$165,720,232
	$218,704,885
	$297,516,875


Note: Numbers do not add due to rounding.

Methodology:  The chart above includes the total payments/transfers, FTE, Administrative Support and Technology costs required to support the processing of the number of claims submitted for reimbursement.

The Full Time Employee (FTE) and administrative cost is based on the number of claims received divided by the number of claims a VA employee can process annually and remain constant in the low, medium, and high projections. 

In FY2018, a mix of VA FTE and a Contractor will be utilized to process both new and claims in abeyance.

The cost of technology will be $3,000,000, which is reflected in the first year, but utilized over a five-year period. 

Additional details on the methodology on FTE, administrative support, and technology costs are provided in a later section. 

Projected Claim Volume

As of June 27, 2017, VA has a total of 613,858 claims on hand that have been reviewed for potential payment under the authority of 38 U.S.C. § 1725, which are pending adjudication since the court ruling as a result of the Veteran having other health insurance (OHI).  

In FY2016, from April 8, 2016 through September 30, 2016, VA pended 210,417 claims with indication of OHI.  

In FY2017, October 1, 2016 through June 27, 2017, an additional 403,441 are pending for reimbursement as a result of the Veteran having OHI.  Based on this trend, it is estimated that an additional 134,485 claims will be received by VA resulting in a total of 537,926 claims for FY2017.  

The estimated cumulative total pending is 748,343 claims for FY2016 - FY2017.

Furthermore, it is estimated that an additional 634,753 claims will be received in FY2018 resulting in a cumulative claim total of 1,383,101 from FY2016 - FY2018. The cumulative claim total was derived by applying an 18% increase over the FY2016 and FY2017 total pending claims.  FY2016 and FY2017 is based on using claims in abeyance and projecting the remainder of the FY17 (39 weeks of realized data in abeyance and 13 weeks projected based on average weekly in abeyance).

These claim totals reflect multiple claims for a single emergency visit; A facility claim, one or more professional service claims and, in some cases, an ambulance claim are received.  The potential for secondary payment varies for each type of claim based on the primary plan coverage and the provider network status.  

These claim totals include claims where emergency treatment providers are in network with the other insurer and claims where one or more provider is out of network with the insurer.  Secondary payments may occur when one or more providers is out of network with the primary insurer. 

VA estimates that 13% of emergency room claims represent visits rendered in an outpatient emergency room setting while 7% represent visits in an inpatient admission.  VA estimates that 75% of emergency room claims represent emergency room professional services.  Additionally, 5% of claims represent expenditures associated with patients arriving at the emergency department by ambulance transport.         

The annual increase in emergency services claims volume for reimbursement is projected to be 18% each fiscal year through FY2022.  The projected 18% is based on an assumption that the claims volume trend would continue as program education, outreach and awareness saturates both the provider and the veteran communities.  As a new benefit and increased Veteran awareness and outreach, it’s anticipated VA will experience an increase in claims submission for emergency services. VA projects to reimburse 4,693,612 claims from FY2018 - FY2022.

Table 4:  Projected Claim Volume

	Fiscal Year
	Inpatient
	Outpatient
	Professional
	Ambulance
	Average Per Week
	Number of Claims

	2018
	96,817
	179,803
	1,037,326
	69,155
	10,722
	1,383,101

	2019
	45,639
	81,121
	473,589
	34,467
	12,207
	634,816

	2020
	53,854
	95,723
	558,835
	40,671
	14,404
	749,083

	2021
	63,547
	112,953
	659,426
	47,992
	16,997
	883,918

	2022
	74,986
	133,285
	778,122
	56,631
	20,056
	1,043,024

	5-Year Total
	334,843
	602,886
	3,507,298
	248,916
	 
	4,693,943


Notes:  *FY2018 includes cumulative costs since April 8, 2016 court ruling.  **Numbers may not add up due to rounding.



Secondary Payer - Combined Claim Volume and Outpatient Emergency, Inpatient, Ambulance Cost

The impact analysis is based on the review of enrolled Veterans receiving VA health care who also have OHI coverage.  Additionally, projections were made to estimate VA’s remaining liability as a secondary payer taking into consideration remaining costs of services deemed as out-of- network or denied as non-covered by the other health insurance.

When determined eligible, VA will coordinate benefits as a secondary payer and reimburse the lesser amount for which the Veteran is personally liable after payment from the third party or health-plan contract or 70% of the amount of the applicable Medicare fee schedule, excluding the reimbursement for a Veteran’s deductible, copayment, and coinsurance.

Where the emergency services providers (hospital, physician and ambulance) are in network with the other insurer, providers are required to accept the insurance payment, plus payment of co-pays, deductibles and coinsurance from the patient as payment in full.  Veterans will have a remaining liability only if the other insurer rejects a service as not covered or not medically necessary.  In these cases, VA will make a secondary payment up to the applicable Medicare fee schedule if VA benefits would cover the service and VA finds the service to be medically necessary.  

When emergency service providers are out of network with the other insurer, Veterans may face additional liability after the insurer makes a payment and the Veteran pays for co-pays, deductibles and coinsurance.  In these cases, VA will make a secondary payment up to 70% of the applicable Medicare fee schedule. 

The frequency of claim denials for emergency services and the frequency of providers being out of network with other insurers are expected to vary depending on the Veterans’ types of insurance. 

This methodology created estimates for claim denials and out-of-network frequency for the following types of insurance:

· Traditional Medicare
· Medicare Advantage
· Traditional Medicaid
· Medicaid Managed Care Plans
· TRICARE
· Private individual insurance
· Private employer group insurance

VA data on Veterans with other insurance was used to develop separate estimates of the number of emergency claims for Veterans with each type of insurance.  Expected secondary liability was then calculated for each group of expected claims using estimates of claim denials and out of network providers for each insurance type. 

Table 5, shows high-level estimates for the percentage of claim denials for services not covered or considered not medically necessary by type of insurance.  The table also shows an estimate of the frequency of hospitals and treating physicians being out of network by type of insurance.  Finally, the table shows a range of potential liability that Veterans could face for denied or out of network claims.  

Claim denials are based on published reports of claim denials for private, non-governmental health insurance, interviews with Medicaid managed care industry executives and claims submitted to the Civilian Health and Medical Program of the Department of Veterans Affairs (CHAMPVA).  

Out-of-network provider estimates are based on a review:

· Medicare regulations, 
· selected state Medicaid program regulations,   
· published Medicare and Medicaid physician participation rates, 
· published data on Medicare Advantage,  and
· individual and employer group provider networks.    

In many cases, network participation rates represent a range or an average of published data, since participation varies from health plan to health plan. 

Liability estimates are derived from data from Fair Health on billed charges from hospitals and physicians for a range of potential emergency room services. 


Table 5:  Factors Affecting Veteran Liability for Emergency Services for Veterans with Other Health Insurance
	Health Insurance
Type
	Hospitals 
Out- of -Network

	Physicians 
Out-of-
Network at                       In-Network Hospitals
	Out- of- Network 
Costs per ER Visit*
	Estimated Claim
Denial Rates

	Medicare FFS
	<1%
	<1%
	Hospital: $0 
Physician: 15% of Medicare allowed $3.50 –  $28.50
	10% of all claims denied

	Medicare Advantage
	Avg 40%
	13 – 19%
	Hospital: $170 - $1400*
Physician: $80 - $460*
	10-15% of ER claims

	Medicaid FFS
	<1%
	30%
	Hospital: $0
Physician: $0
	< 5% of ER claims

	Medicaid MCO
	40 – 50%
	30%
	Hospital: $0
Physician: $0
	<5% of ER claims

	Individual HI
	25 – 30%
	13 – 19%
	Hospital:$170 - $1400*
Physician: $80 - $460*
	10 -15% of ER claims

	Employer HI
	5 – 10%
	13 – 19%
	Hospital: $170 - $1400*
Physician: $80 - $460* 
	10-15% of ER claims


Notes:   *Based on Fair Health data for Chicago zip codes on charges for ER physician services 99281– 99285 and associated facility charges.  Assumes 50% payment by other health insurance for out of network services.  See Appendix for additional notes on Table 5.

For cases where an emergency room visit results in an admission to an out-of-network hospital, an average potential hospital liability is approximately $25,000 based on (Center for Medicare/Medicaid Services (CMS) published data on hospital charges and an assumed 50% out of network payment by other insurance.   

FTE, Administrative Support, and Technology Cost:  As a result of this ruling, VA will require additional FTE and contract employees to support the program.  One FTE is required to process 25,200 claims annually.   In FY2018, VA estimates an additional 25 FTE and 30 contract employees will be required to process claims pending since Court ruling.  However, as claims are processed the number of contract employees required to support this effort will decrease.   Based on the projected claims volume in FY2019, 25 FTE and no contract employees will be required to process these claims while in FY2022 the number of FTE will be 41.

The FY2018 FTE costs are based on a GS-5, Step 5,  Denver locality pay with an adjustment of 34% for the inclusion of employee benefits ($39,967 x 1.34 = $53,555).  An annual inflation rate of 3.9% was applied for the projection of FTE costs from FY2018 - FY2022.  The 5-year FTE and contract employee cost is estimated to be $11.3M.

The estimated initial administration support cost for FY2018 - FY2022 is based on the acquisition of additional facility space for required FTE, recruitment, equipment purchase, and setup.  Each new employee start-up costs equal $21,000 ($15,600 for initial setup for additional facility space and $5,400 for other supplies and equipment etc.).  The 5-year initial administrative support costs are estimated to be $861,000.

The 5 year costs of FTE, contract employee, initial and recurring administrative support cost is estimated at $12.8 million.  The cost for technology to support this effort is estimated at $3 million, which includes maintenance, infrastructure, and support over a 5 year period. The 7 year total cost of FTE, initial and recurring administrative support, and technology are estimated to be $15.8 million.

Table 6: FTE, Contract Staff, Admin Support, and Technology Costs 
	FY
	Claim             Volume
	*New FTE
	*Number 
of Contract Staff
	Cost of Contract Staff
	FTE Cost   with Benefits
	Initial Admin Support Cost for FTE
	**Cost of Technology
	Recurring Admin Support Cost FTE
	Total Cost

	2018
	1,383,101
	25
	30
	$2,200,800
	$1,338,875
	$525,000
	$3,000,000
	$0
	$7,064,675

	2019
	634,753
	25
	0
	$0
	$1,391,091
	$0
	$0
	$135,000
	$1,526,091

	2020
	749,009
	30
	0
	$0
	$1,734,412
	$105,000
	$0
	$135,000
	$1,974,412

	2021
	883,830
	35
	0
	$0
	$2,102,397
	$105,000
	$0
	$162,000
	$2,369,397

	2022
	1,042,919
	41
	0
	$0
	$2,558,857
	$126,000
	$0
	$189,000
	$2,873,857

	5
Year  Total
	4,693,612
	
	
	$2,200,800
	$9,125,633
	$861,000
	$3,000,000
	$621,000
	$15,808,433


Notes:  *The number of FTE required will decrease from 25 FTE and 30 contract staff in FY2018 to 41 FTE in FY2022 based on projected claim volume.  ** The cost of technology will be a one-time funding need to ensure business rules are implemented in claims processing.   ***Numbers may not add up due to rounding.
EO 13771:  This rule is not subject to the requirements of EO 13771 because this rule results in no more than de minimis costs.


Accounting Statement:  As required by OMB Circular A–4, in the table below, VA has prepared an accounting statement showing the classification of constant real dollar transfers and costs associated with the provisions of this rulemaking.  
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Submitted by: 
Joseph Duran, Director Policy and Planning (10D1A1)
Veterans Health Administration 
Office of Community Care Policy and Planning Directorate
November 22, 2017
 Appendix A – Cost Containment Practices

There are a number of methods available to assist VA in providing Veterans with the emergency care benefits they are entitled to, while simultaneously containing the costs associated.  These practices should be followed to ensure that the benefits are being provided to Veterans, while containing expenditure of taxpayer money.  These measures include, but are not limited to:

1. Provider Agreements

a. VA may include in its community care network agreements that community providers will accept VA payment as payment in full, and that balance billing is prohibited, as is currently required by statute.

b. In community hospital agreements, VA will make best efforts to reach agreements with community hospitals that include an agreement to hold Veterans and VA harmless on balance billing by physicians doing work at participating hospitals for Veterans needing emergency services.  This hold harmless should include emergency room physicians, radiologists, pathologists and other physicians providing work under contract with the hospital. Such hold harmless agreements are becoming more common in provider agreements with commercial health plans.  

2. Notification/Care Coordination

a. VA will ensure that its community care contracts include requirements for hospitals to notify VA when an enrolled Veteran is seen in a community emergency room or is admitted to a community hospital through an emergency room. 

b. VA will continue its efforts to educate enrolled Veterans and their families and caregivers about the need to notify VA as quickly as possible when emergency services are received, especially when the Veteran is admitted to a community facility. 

c. VA care coordination personnel will contact community providers regarding Veterans under their care as quickly as possible.  Once the Veteran’s condition has been stabilized, VA care coordinators will work with the treating providers to identify when Veterans can be safely transferred to a VA facility or other Federal facility.  This practice will allow VA to more closely coordinate care following emergency services.

d. The Office of Community Care will work with VA Medical Facilities to improve processes for handling transfers from community facilities to a VA facility following emergency treatment.  

e. If appropriate for ongoing, post stabilization care to be provided in the community, this care will be approved through the normal community care approval processes.  
Appendix B - Factors Affecting Veterans Liability for Emergency Services for Veterans with Other Health Insurance (additional notes on Table 5).

Medicare FFS: 99% of Medicare physician claims had assignment accepted, meaning that the physician had agreed to accept payment as payment in full. For unassigned claims, balance billing is limited by law to 15% of Medicare allowable.  CMS statistics show that 10% of all claims are denied (not just ER claims).

Medicare Advantage: Hospital networks in MA plans range from less than 30% to over 90% of all hospitals, with an average of about 60%.   We do not have participation rates for hospital-based physicians, but it is likely to be similar to the experience of private plans for individual and group insurance.  Out of network balance bills are likely to be similar for MA, individual and group plans.  One study showed a 20% denial rate for ER claims from private health plans.  This would probably apply to most lines of business, including MA plans.  However, this study did not account for claims denied because the person was not eligible, so we reduced the numbers.  

Medicaid FFS:  Nearly all hospitals accept Medicaid.  About 70% of physicians are accepting new Medicaid patients, but Medicaid rules in most states require that if a physician accepts any payment from Medicaid, they must accept it as payment in full except for co-pays.  A physician would have to have a written agreement with a patient to be treated as a private patient to avoid this.  Balance billing would be rare as a result.  Based on information received from a regional Medicaid office, representing several states,  ER claims are almost never rejected by either Medicaid FFS or Medicaid MCOs.  

Medicaid MCOs:  Medicaid MCOs have narrow provider networks, usually 50% of less of providers in an area.  We assumed that physician participation in these plans would not be higher than physicians accepting new patients in the Medicaid FFS market.  However, MCOs appear to be paying charges for out of network ER visits, leaving no balance bill.  Out of network providers are less likely to balance bill for Medicaid patients since collection is unlikely.

Individual Health Insurance: Individual health insurance plans have an average of 70% of hospitals in their networks (fewer rural and more urban).  Individual plans also have narrow physician networks (often less than 50%).  However, it is not known is there is a low rate of participation of hospital based physicians for these products.  Health plans are negotiating with hospitals to obtain agreements that include hospital based physicians, so there may not be a very high level of out of network physicians at hospitals that are in-network for individual products.  Balance billing estimates from FAIR Health.   Claim denials based on same study as above for MA plans. 

Employer Health Insurance:  Only 7% of employers offer narrow networks and claim analysis suggests that only 3.5 – 5% of emergency visits are at out of network hospitals for employer plans.  However, 13 – 19% of physicians providing care at in-network hospitals are not in-network.  This can lead to balance bills.  The size of balance bills is based on FAIR Health data for Chicago, a large city with expensive health care, but with less balance billing than New York.  Claim denials are based on the same study as used for MA and individual plans. 

(Attachment 2)

Memo also applies to AQ08

[image: ]


1

image2.emf
Category

3% 7% 3% 7%

Low 

Estimate

$40,994,037$19,042,590 $22,470,256$26,514,902$31,287,585$128,860,063$115,822,849 $27,317,654 $26,400,108

Primary 

Estimate

$67,143,330$31,102,897 $32,315,910$33,576,230$34,885,703$184,003,557$166,784,828 $39,007,784 $38,016,138

High 

Estimate

$93,224,118$42,528,451 $44,187,061$45,910,356$47,700,860$252,971,354$229,375,989 $53,628,594 $52,282,868

From/To: & 

Period 

Covered:

From: To:

Period 

Covered:

FY2018 - 

FY2022

Notes: 

Category

3% 7% 3% 7%

Low 

Estimate

na na na na na na na na na

Primary 

Estimate

$7,064,675 $1,473,875 $1,846,650 $2,141,425 $2,510,755 $14,006,550 $12,821,072 $2,969,315 $2,922,374

High 

Estimate

na na na na na na na na na

From/To: & 

Period 

Covered:

From: To:

Period 

Covered:

FY2018 - 

FY2022

Notes: 

Present Value Annualized

FY2022

Costs

Year Dollars FY2018 FY2019 FY2020 FY2021

FY2020 FY2021 FY2022

Five Year Projection in Real Dollars (Annualized 3% & 7% Values)                                                                                                                                                                                                     

(Inflation rates are not applied in this table) 

Present Value Annualized

Federal 

Annualized 

Monetized

Transfers

Total Costs are based on Table 6; in the above Regulatory Impact Analysis, but do not contain inflation rates.  

Federal 

Annualized 

Monetized

Federal Government Eligible Veterans

Total Transfers are based on VA's Primary Estimate. 

Federal Government Eligible Veterans

Year Dollars FY2018 FY2019
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