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	DEPARTMENT OF VETERANS AFFAIRS

Regulation Policy and Management (02REG)

Office of the General Counsel

Washington, D.C.  20420


                                                                    
In Reply Refer to: 02REG

Date:  December 2, 2010

From:
Chief Impact Analyst (02REG)

Subj:
Economic Impact Analysis for RIN 2900-AN37 (Final Rule), Payment for Inpatient and Outpatient Health Care Professional Services at Non-Departmental Facilities and Other Medical Charges Associated with Non-VA Outpatient Care
To:
Director, Regulations Management (02REG)


I have reviewed this rulemaking package and determined the following.

1.  VA has examined the economic, interagency, budgetary, legal, and policy implications of this final rule and has concluded that it is an economically significant regulatory action under Executive Order 12866 because it is likely to result in a rule that may have an annual effect on the economy of $100 million or more and may raise novel legal or policy issues arising out of legal mandates.  This rulemaking 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.  In accordance with OMB Circular A-4, a Regulatory Impact Analysis was incorporated into the rulemaking and attached to this document.      

2.  The Secretary has determined that this rulemaking would have a significant
economic impact on a substantial number of small entities under the Regulatory Flexibility Act, 5 U.S.C. 601-612.   A Final Regulatory Flexibility Analysis (FRFA) has been prepared and incorporated into the attached Regulatory Impact Analysis.  Details of the FRFA are also contained in the rulemaking.    

3.  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. 

4.  Attached please find the relevant cost impact documents. 

(Attachment):  Agency’s Regulatory Impact Analysis, dated December 2, 2010

Approved by:
Michael P. Shores (02REG)
Chief, Impact Analyst

Regulation Policy & Management 

Office of the General Counsel

Copy Furnished to:

Bill Walsh (041F)
Director, Medical Service 

Office of the Budget
(Attachment)

Regulatory Impact Analysis (RIA) for AN37

December 2, 2010
Title of Regulation:  AN37 - Payment for Inpatient and Outpatient Health Care Professional Services at Non-Departmental Facilities and Other Medical Charges Associated with Non-VA Outpatient Care

Purpose:  To determine the economic impact of this rulemaking.  

Background:  This document affirms as final a proposed rule that updates the Department of Veterans Affairs (VA) medical regulations concerning the payment methodology used to calculate VA payments for inpatient and outpatient health care professional services and other medical services associated with non-VA outpatient care.  
Executive Order 12866 and Regulatory Flexibility Act 

     
The Regulatory Flexibility Act requires agencies to analyze options for regulatory relief of small businesses if a rule has a significant impact on a substantial number of small entities.  For purposes of the RFA, small entities include small businesses, nonprofit organizations, and small governmental jurisdictions.  Most hospitals, Ambulatory Surgery Centers, and other providers subject to this rule are considered to be small entities, either by being nonprofit organizations or by meeting Small Business Administration (SBA) definition of a small business, as codified in 13 CFR 121.201.  Therefore, the Secretary has determined that this final rule would have a significant impact on a substantial number of small entities and therefore completed a final regulatory flexibility analysis, which is discussed in this Regulatory Impact Analysis. 

Executive Order 12866 directs agencies to assess all costs and benefits of available regulatory alternatives and, when regulation is necessary, to select regulatory approaches that maximize net benefits (including potential economic, environmental, public health and safety, and other advantages; distributive impacts; and equity).  The Executive Order classifies a regulatory action as a “significant regulatory action,” requiring review by the Office of Management and Budget (OMB) unless OMB waives such review, if it is a regulatory action that is likely to result in a rule that may:  (1) have an annual effect on the economy of $100 million or more or adversely affect in a material way the economy, a sector of the economy, productivity, competition, jobs, the environment, public health or safety, or State, local, or tribal governments or communities; (2) create a serious inconsistency or otherwise interfere with an action taken or planned by another agency; (3) materially alter the budgetary impact of entitlements, grants, user fees, or loan programs or the rights and obligations of recipients thereof; or (4) raise novel legal or policy issues arising out of legal mandates, the President’s priorities, or the principles set forth in the Executive Order.
     VA has examined the economic, interagency, budgetary, legal, and policy implications of this final rule and has concluded that it is a significant regulatory action under Executive Order 12866 because it is likely to result in a rule that may have an annual effect on the economy of $100 million or more. 

VA followed OMB circular A-4 to the extent feasible in this analysis.  The circular first calls for a discussion of the need for the regulation.  The preamble above discusses the need for the regulation in more detail.
Need

Under 38 U.S.C. 1703(a), “[w]hen [VA] facilities are not capable of furnishing economical hospital care or medical services because of geographical inaccessibility or are not capable of furnishing the care or services required, the Secretary, as authorized in [38 U.S.C. 1710], may contract with non-[VA] facilities in order to furnish” certain hospital care and medical services to veterans who qualify under 38 U.S.C. 1703.  Medicare is the largest U.S. Federal health care payer and is recognized as the Federal health care industry standard for reimbursement rates.  Providers, particularly the medical facilities affected by this rule, are familiar with Medicare payment methodologies.  Indeed, VA currently uses Medicare methodologies in connection with in-patient treatment and physician and non-physician professional services.  Moreover, two separate audits by VA’s Office of Inspector General concluded that clarification of VA’s regulations governing payment of outpatient facility charges is necessary.  See VA OIG Reports 08-02901-185 (2009) and 05-03037-107 (2006).  As such, we believe the adoption of Medicare rates will help ensure consistent, predictable medical costs and will help control costs.  Thus, we believe that adoption of this rate is important to both VA and the general public.
Impact

We received a number of comments objecting to the proposed rule due to a perceived adverse impact on small businesses, specifically low-volume dialysis providers.  Commenters argued that due to the reduction in the rates dialysis providers currently charge VA and the Medicare rate that VA proposed to adopt, many providers will be forced to refuse care to veterans while a great deal of providers, particularly in rural areas will close down altogether.  These comments are discussed in greater detail in the preamble above.

In general, the final rule will impact the following providers classified as small businesses: freestanding emergency and ambulatory surgical centers with revenues less than $9.0 million, independent diagnostic centers with revenues less than $12.5 million, and hospitals and kidney dialysis centers with revenues less than $31.5 million.  A precise estimate of the number of small entities that fall within the rule is not currently feasible.  See the below “Benefit-Cost Analysis” discussion for additional information concerning the economic impact of this final rule.  
Benefits-Cost Analysis

We received comments asserting that the benefits-cost analysis was inaccurate or too broad because it overlooked the potential adverse impact on certain low-volume dialysis providers, and disregarded the overall cost of providing dialysis treatment.  VA contracted with an independent consultant to conduct and analyze the benefits-cost analysis in more detail.  The VA’s estimated total cost savings amount published in the proposed rule has been revised to show the slightly higher amount provided in the contractor’s analysis.  The comments regarding the benefits-cost analysis are addressed fully in the preamble above and in the Accounting Statement below.  
Alternatives

We received a number of comments suggesting that VA use alternative pricing mechanisms for different geographic regions in order to provide more equitable payments to dialysis providers in rural areas.  Several commenters suggested alternative approaches including a phase-in of the CMS fee schedule, geographically adjusted rates, and different rates for low-volume providers.  We have addressed these comments in detail in the preamble above.  


Approximately 1.6 percent of the total U.S. population are veterans who utilize the VA Health Care System.  Of the total number of veterans who utilized the VHA Health Care System in fiscal year 2008, VHA preauthorized non-VA outpatient hospital services for approximately 5.4 percent of veterans, 2.5 percent used community hospital emergency rooms, 0.8 percent used freestanding ambulatory surgery centers, 0.7 percent used independent laboratories, and 0.1 percent were authorized care at end stage renal disease treatment centers at VA expense.  We believe that the impact of veterans authorized non-VA health care services at VA expense in the local health care market is minimal, as illustrated in Table 1.
	Table 1 -  Percent of Veterans Utilizing VA Health Care System

	STATE
	FY 2008 TOTAL POPULATION
	FY 2008 TOTAL VETERAN USERS
	PERCENT OF TOTAL VETERAN USERS/TOTAL U.S. POPULATION

	Alabama
	4,692,977
	94,426
	2.0%

	Alaska
	689,791
	13,826
	2.0%

	Arizona
	6,630,722
	114,126
	1.7%

	Arkansas
	2,910,777
	80,831
	2.8%

	California
	37,873,407
	369,346
	1.0%

	Colorado
	4,962,478
	68,628
	1.4%

	Connecticut
	3,550,231
	50,373
	1.4%

	Delaware
	885,956
	13,099
	1.5%

	District of Columbia
	589,366
	8,894
	1.5%

	Florida
	19,119,225
	420,202
	2.2%

	Georgia
	9,863,250
	139,428
	1.4%

	Hawaii
	1,312,372
	18,706
	1.4%

	Idaho
	1,549,062
	32,886
	2.1%

	Illinois
	13,177,638
	168,982
	1.3%

	Indiana
	6,468,433
	111,562
	1.7%

	Iowa
	3,042,015
	66,833
	2.2%

	Kansas
	2,828,255
	56,131
	2.0%

	Kentucky
	4,295,044
	90,718
	2.1%

	Louisiana
	4,500,627
	79,472
	1.8%

	Maine
	1,349,506
	37,359
	2.8%

	Maryland
	5,743,662
	70,754
	1.2%

	Massachusetts
	6,518,184
	77,112
	1.2%

	Michigan
	10,314,853
	119,290
	1.2%

	Minnesota
	5,357,700
	95,409
	1.8%

	Mississippi
	2,986,953
	65,369
	2.2%

	Missouri
	5,977,318
	122,411
	2.0%

	Montana
	965,024
	29,279
	3.0%

	Nebraska
	1,814,105
	42,322
	2.3%

	Nevada
	2,730,425
	53,423
	2.0%

	New Hampshire
	1,343,347
	25,220
	1.9%

	New Jersey
	8,890,186
	75,882
	0.9%

	New Mexico
	2,029,633
	44,824
	2.2%

	New York
	19,554,879
	225,452
	1.2%

	North Carolina
	9,231,191
	166,138
	1.8%

	North Dakota
	652,934
	16,954
	2.6%

	Ohio
	11,633,295
	190,646
	1.6%

	Oklahoma
	3,672,886
	79,735
	2.2%

	Oregon
	3,814,725
	79,168
	2.1%

	Pennsylvania
	12,631,267
	266,529
	2.1%

	Rhode Island
	1,078,084
	19,174
	1.8%

	South Carolina
	4,479,461
	98,624
	2.2%

	South Dakota
	809,862
	28,291
	3.5%

	Tennessee
	6,244,163
	114,393
	1.8%

	Texas
	24,627,546
	371,259
	1.5%

	Utah
	2,677,229
	29,042
	1.1%

	Vermont
	636,472
	14,163
	2.2%

	Virginia
	7,899,205
	114,076
	1.4%

	Washington
	6,628,203
	91,233
	1.4%

	West Virginia
	1,836,864
	56,541
	3.1%

	Wisconsin
	5,701,620
	104,787
	1.8%

	Wyoming
	526,857
	16,884
	3.2%

	TOTALS
	309,299,265
	4,845,786
	1.6%


Table 1 above shows the relationship between the gross population of each state compared to veterans utilizing the VA health care system.  It is clear that the veteran population utilizing VA health care services is fairly consistent by state.  The FY2008 Total Population (Table 1) was obtained from statistics published by the U.S. Census Bureau.  The total veteran users, is the number of unique veterans who utilized the VA health care system during FY 2008 for all or a portion of their health care needs.  This number was obtained from the National Center for Veterans Analysis and Statistics geographic data.  The number includes veterans treated at VA medical centers, clinics, CBOC’s, mobile clinics, and care purchased from other federal facilities and from the private sector.
     Based on the constant percentage we do not believe the final rule will have considerable impact on any one geographic region.  As a result of this, we believe the reduced reimbursement rates for non-VA health care services will follow a similar pattern and not result in a considerable impact on any one geographic region.  As such, we do not believe that there is a reasonable need for alternatives to adopting Medicare payment methodologies.

Finally, we do not believe that there is a significant risk to adopting the Medicare fee schedules or payment systems.  Although it is theoretically possible that some providers may refuse to treat veterans due to lower reimbursement rates, those same providers are already accepting patients under Medicare and we do not believe that they will refuse to treat veterans.  Moreover, the first payment option set forth in the final rule would be “[t]he amount negotiated by VA and the provider” consistent with federal contracting principles.  Because VA and providers retain the ability to negotiate a fee that is greater (or lower) than the Medicare rate, VA will be able to ensure that veterans in remote areas continue to have access to care should a particular facility refuse to accept Medicare rates.  However, because Medicare is the Federal health care industry standard payer, we do not believe that this will be a significant issue.
Accounting Statement 


VA contracted with an independent contractor to conduct a more detailed analysis of the expected savings under the Medicare outpatient payment methodologies described in the proposed rule.  As previously mentioned, VA’s estimated dialysis savings have been revised from the proposed rule to reflect a more accurate analysis that was conducted by that independent contractor.  VA has adopted the independent contractor’s analysis and the details of the study are discussed in greater detail below.  The use of the first person “we” below refers to work conducted by the contractor and work done by VA.
The analysis consists of the following:
1. Clinical Lab services provided through VA purchased care to VA beneficiaries;

2. Outpatient Dialysis/End Stage Renal Disease (ESRD) services provided to VA beneficiaries in non-VA facilities; 
3. Ambulatory Surgery Center (ASC) facility charges for VA purchased care; and

4. Hospital Outpatient Department (HOPD) and emergency room (ER) facility charges for VA purchased care.  
Clinical Lab Services

We identified all clinical lab services provided through VA purchased care to VA beneficiaries in the first six months of calendar year 2008.  We selected this period because the data was sufficiently complete.  We then edited the data by removing outliers (claims paid under $1 or over $500) and eliminated a very small number of claims that were unable to map to zip codes or that had more than one unit of service on a line item.  We also excluded claims that were paid under contracts with clinical labs or with certain managed care providers.

To estimate the impact of using Medicare’s clinical lab fee schedule, we focused on the 100 clinical lab services (by CPT code) with the highest aggregate non-VA (purchased care) allowed amounts.  These 100 codes accounted for about 86.5 percent of all non-VA clinical lab service costs.  We calculated the impact of paying these non-VA clinical lab claims using Medicare’s fee schedule as the maximum allowable charge.  In calculating the impact of Medicare pricing, we excluded a small number of the top 100 CPT codes that are not on Medicare’s lab fee schedule because Medicare pays these services using the Medicare physician fee schedule.  We also excluded clinical labs at Maryland hospitals and critical access hospitals because they are not subject to the Medicare lab fee schedule we also excluded physician claims marked with a modifier of 26.  Our estimates accounted for Medicare’s higher payments for clinical lab services at sole community hospitals.  We also used the unique Medicare carrier rates for lab services where appropriate in individual locations.

We found that in 2008, the VA paid an average of almost $49 per line item for clinical lab services for the top 100 VA purchased care clinical lab services.  Under Medicare pricing, the VA would pay an average of $11.47 for these claims.  This represents a cost reduction of approximately 75 percent.  We calculated a cost reduction of $53 million when we extrapolated the results of our analysis of the top 100 codes for the first six months of CY08 to all VA clinical lab services in CY2008.

We did some further analysis of the 15 clinical lab codes with the highest VA purchased care volumes and found that these 15 clinical lab codes accounted for about one-half of the VA’s payments for clinical lab services in the first six months of CY08.  The cost reductions for these 15 codes ranged from 63 percent to 85 percent, which indicates that the allowed amounts under Medicare’s pricing would be equal to 15 – 37 percent of the current VA allowed amounts.  This indicates that the impact of using the Medicare clinical lab schedule will lead to a relatively homogeneous reduction in clinical lab payments.
Impact of Medicare Pricing on VA Clinical Lab Claims, 2008

	Payments Under

VA Current Method
	
	Payments Under

Medicare Pricing
	
	Cost

Reduction
	
	Cost Reduction as a Percentage of VA Payments

	$71.4M
	
	$18.1M
	
	$53.3M
	
	74.6%


Outpatient Dialysis/End Stage Renal Disease (ESRD)

We identified outpatient dialysis services provided to VA beneficiaries in non-VA facilities in the first six months of calendar year 2008.  We selected this period because the data was sufficiently complete.  We focused on a subset of dialysis procedure codes and injectible drug codes that together accounted for the vast bulk of outpatient dialysis facility charges for care purchased by the VA.  We edited the data to remove outliers (claims with very high or low paid amounts per unit of service).  We eliminated the small number of dialysis procedure claims that had more than one unit of service.  For dialysis drug claims, on the other hand, we eliminated claims that had only one unit of service because these injectible drugs are normally administered as multiple units of service.  We also excluded claims that the VA pays through purchased care contracts.

We then calculated the impact of paying these non-VA dialysis claims using Medicare's dialysis facility pricing methods to set the maximum allowable charge (based on Medicare's composite rate for dialysis procedures and Medicare prices for the separately payable injectible drugs).  For dialysis procedure claims, the available claims data does not include the patient case-mix data necessary to calculate the exact composite rate amount for each VA claim.  However, a recent CMS analysis indicated that Medicare's national average composite rate payment was approximately $156 per dialysis session in 2007.
  We assumed the same national average rate would be a reasonable estimate for the VA except we increased the average rate to $157 to allow for modest inflation to 2008.  For each specific claim, we then adjusted the national average amount using Medicare's geographic wage index adjustment for ESRD dialysis facility charges.  For the injectible drug claims, we used Medicare's prices.  For each claim, we then compared the original amount paid by the VA to the price Medicare would pay, and from this comparison we kept the lesser amount as the final amount VA would pay for a given claim (the Medicare price would set the maximum charge for that claim, but in some cases the local VA facility might already have negotiated a lower rate than the Medicare rate).

For the claims in our analysis, we found that with Medicare pricing the VA's outpatient dialysis facility expenditures would decrease by 39 percent.  When extended to the universe of outpatient dialysis facility services for the VA in 2008, we calculate a cost reduction of $68 million.  The cost reductions for the dialysis procedures ranged from 21 - 35 percent for the three most common dialysis codes and the savings on injectible drugs ranged from 48 - 69 percent for the three most common codes.

Impact of Medicare Pricing on VA Fee Basis Outpatient Dialysis Facility Claims, 2008

	Payments Under

VA Current Method
	
	Payments Under

Medicare Pricing
	
	Cost

Reduction
	
	Cost Reduction as a Percentage of VA Payments

	$175.9M
	
	$107.7M
	
	$68.2M
	
	38.8%


Ambulatory Surgery Center (ASC)

We identified all Ambulatory Surgery Center (ASC) facility charges for VA purchased care in the first six months of calendar year 2008.  We selected this period because the data was sufficiently complete.  We then edited the data to remove claims from ASCs for clinical lab services and medical services (CPT codes with a value greater than 90000) because they are not paid using Medicare’s ASC payment system.  We also edited the VA purchased care claims data to eliminate physician services which would be paid using Medicare’s physician fee schedule, based on CPT code modifiers and specialty codes.  We also excluded claims that were paid under contracts with ASCs or with certain managed care providers.

To estimate the impact of paying these ASC claims using Medicare’s ASC payment system we excluded ASC facility charges for surgeries that are not paid in ASCs by Medicare because they are considered “inpatient only” services.  

Under its current pricing policies, we found that in 2008, the VA paid an average of about $431 in ASC facility charges to non-VA facilities for each ASC surgery.  Under Medicare pricing, the VA would pay an average of $383.  This represents a cost reduction of approximately 11 percent.  When extended to the universe of ASC charges for VA purchased care in 2008, we calculated an aggregate cost reduction of $1 million.
Impact of Medicare Pricing on non-VA ASC Facility Charges, 2008

	Payments Under

VA Current Method
	
	Payments Under

Medicare Pricing
	
	Cost

Reduction
	
	Cost Reduction as a Percentage of VA Payments

	$11.0M
	
	$9.7M
	
	$1.3M
	
	11.2%



We also focused on the facility charges for the 15 highest-volume surgeries done in purchased care for VA beneficiaries.  We found that these 15 surgery codes accounted for almost 60 percent of the VA’s payments for purchased care ASC charges in the first six months of CY09.  The percentage changes under Medicare pricing for these 15 codes ranged from a reduction of 30 percent to an increase of 44 percent.  Thus, using Medicare’s pricing would result in some codes being paid more and some being paid less.

Hospital Outpatient Department (HOPD) 

We identified all hospital outpatient department (HOPD) and emergency room (ER) facility charges for VA purchased care in the first six months of calendar year 2008.  We then edited the data to remove claims from hospitals for clinical lab services, physical therapy services, and other services not paid using Medicare’s Hospital Outpatient Prospective Payment System (OPPS).  We also edited the VA purchased care claims data to eliminate physician services which would already be paid using Medicare’s physician fee schedule, based on CPT code modifiers.  We excluded claims with an extreme number of units or allowed amounts.  We also excluded claims that were paid under contracts with hospitals or with certain managed care providers.

Under its current pricing policies, we found that in 2008, the VA paid an average of about $76 in hospital outpatient department and emergency room facility charges to non-VA facilities for each HOPD/ER service.  Under Medicare OPPS pricing, the VA would pay an average of $51.  This represents a cost reduction of approximately 33 percent.  When extended to the universe of HOPD/ER charges for VA purchased care in 2008, we calculated an aggregate cost reduction of $62 million.
Impact of Medicare Pricing on non-VA HOPD/ER Facility Charges

	Payments Under

VA Current Method
	
	Payments Under

Medicare OPPS Pricing
	
	Cost

Reduction
	
	Cost Reduction as a Percentage of VA Payments

	$188.2M
	
	$125.7M
	
	$62.5M
	
	33.2%


We also focused on the facility charges for the 15 procedures with the highest aggregate level of expenditures done in purchased care for VA beneficiaries.  We found that these 15 codes accounted for almost one-third of the VA’s payments for purchased care HOPD/ER charges in the first six months of CY2009.  Under Medicare OPPS pricing for these 15 codes, 4 would receive increases of 10 percent or more and 4 would have decreases of 60 percent or more.  Thus, using Medicare’s pricing would result in some codes being paid more and some being paid less.


In examining the impact of OPPS among the top 15 codes, we found that two types of codes would have the greatest percentage reduction in their payments:  radiology codes and supplies (most routine supplies are bundled into the OPPS payments and are not paid separately).  We analyzed the percentage reduction in payments for four broad types of HOPD services and found that payments for radiology would decrease by 42 percent and payments for the “other” category of services, which includes supplies, HCPCS codes, and drugs, would decrease by 85 percent.  On the other hand, payments for medical services (including ER facility charges) would decrease by 5 percent and payment for surgeries would increase by almost 50 percent. 
Impact of OPPS by Type of Service

	Type of HOPD Service
	Percentage of Current Allowed Amounts
	Percentage Change in Allowed Amounts Under OPPS

	Surgery
	15%
	+47%

	Medical (includes ER)
	18%
	-5%

	Radiology/Pathology
	42%
	-42%

	Other (supplies, HCPCS, drugs)
	25%
	-85%

	Total
	100%
	-33%



To project this analysis through FY15 (Table 1, below), we applied trend assumptions to the FY08 estimates.  For both the Current Policy costs and the costs under Medicare pricing, we first applied assumed trends in the annual number of users for fee-basis care, which were supplied by the VA's National Fee Program Office.  For long-run inflation per user, we applied separate trend assumptions to the Current Policy costs and the costs under Medicare pricing.  For the Current Policy costs, we assumed long-run inflation per user of 7 percent per year.  For the costs under Medicare pricing, we assumed long-run inflation per user of 2.5 percent per year.
Table 1

[image: image1.emf]FY08 FY09 FY10 FY11 FY12 FY13 FYY14 FY15

Assumed Annual Trends

Current Policy (Except for Hospice and Home Health, for which VA Already Uses Medicare Rates)

Fee Users 1.050       1.021      1.025     1.024     1.031      1.009      1.007     

Long-Run Inflation 1.070       1.070      1.070     1.070     1.070      1.070      1.070     

Total Trend 1.123       1.093      1.096     1.095     1.104      1.080      1.078     

Medicare Pricing

Fee Users 1.050       1.021      1.025     1.024     1.031      1.009      1.007     

Long-Run Inflation 1.025 1.025      1.025     1.025     1.025      1.025      1.025     

Total Trend 1.076       1.047      1.050     1.049     1.057      1.035      1.032     

Clinical Lab

Current Policy $71.4 $80.2 $87.6 $96.1 $105.3 $116.2 $125.5 $135.2

Medicare Pricing $18.1 $19.5 $20.4 $21.4 $22.5 $23.8 $24.6 $25.4

Cost Impact -$53.3 -$60.7 -$67.2 -$74.7 -$82.8 -$92.4 -$100.9 -$109.8

ESRD

Current Policy $175.9 $197.6 $215.9 $236.7 $259.3 $286.2 $309.1 $333.0

Medicare Pricing $107.7 $115.9 $121.3 $127.4 $133.7 $141.3 $146.2 $150.9

Cost Impact -$68.2 -$81.7 -$94.6 -$109.3 -$125.6 -$144.8 -$162.8 -$182.1

ASC

Current Policy $11.0 $12.4 $13.5 $14.8 $16.2 $17.9 $19.3 $20.8

Medicare Pricing $9.7 $10.4 $10.9 $11.5 $12.0 $12.7 $13.2 $13.6

Cost Impact -$1.3 -$1.9 -$2.6 -$3.3 -$4.2 -$5.2 -$6.2 -$7.2

HOPD (for services that would be subject to OPPS)

Current Policy $167.6 $188.2 $205.7 $225.5 $247.0 $272.6 $294.4 $317.3

Medicare Pricing $116.8 $125.7 $131.6 $138.2 $145.0 $153.3 $158.6 $163.8

Cost Impact -$50.7 -$62.5 -$74.1 -$87.3 -$102.0 -$119.3 -$135.8 -$153.5

Total of All 4 Types of Services

Current Policy $425.9 $478.3 $522.7 $573.1 $627.8 $692.8 $748.3 $806.3

Medicare Pricing $252.3 $271.5 $284.2 $298.5 $313.2 $331.2 $342.6 $353.7

Cost Impact -$173.5 -$206.8 -$238.5 -$274.6 -$314.5 -$361.7 -$405.7 -$452.7

($ in Millions)


Estimated Impact:  The resulting cost savings projections are presented in Table 2 below.

Table 2

	FY
	Estimated annual savings resulting from adoption of Medicare pricing standards for payment of outpatient services

	2011
	$274,600,000

	2012
	$314,500,000

	2013
	$361,700,000

	2014
	$405,700,000

	2015
	$452,700,000

	Total
	$1,809,200,000


Reporting, Record-Keeping, and other Compliance Requirements
This rule does not impose any reporting or recordkeeping requirements within the meaning of the Paperwork Reduction Act. 
Identification of Duplicative, Overlapping, or Conflicting Federal Rules
There are no duplicative, overlapping, or conflicting Federal rules identified with this rule.
Submitted by: 

Sandra Mize
Non-VA Purchased Care – Fee

Veterans Health Administration
Denver, CO 80209
� CMS, ”Medicare Programs; End-Stage Renal Disease Prospective Payment System; Proposed Rule”, Federal Register, Sept. 29, 2009, p. 49940.
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