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Memorandum (August 19, 2010)

TO: Pam Kassing, Maurine Spillman-Dennis American College of Radiology
FROM: Amanda Forys, Rachel Kramer, Kay Moyer, The Moran Company

SUBJECT:  Analysis of the Multiple Procedure Payment Reduction Policy, 2006-2013

After providing the ACR team with preliminary results of our analysis of the Multiple Procedure
Payment Reduction Policy (MPPR) for diagnostic imaging services, a request was made for us to
provide more detail on the impact of the proposed expansion of the MPPR as per the Affordable
Care Act (ACA) and the proposals outlined in the NPRM for CY 2011. This memorandum
responds to that request and also outlines additional findings from our analysis.

Highlights of our Analysis

e From 2006-2013, we estimate that total losses in reimbursement due to the
implementation of the MPPR policy are approximately $1.2B.

e Accounting for further reductions due to the Deficit Reduction Act (DRA) (~$400M)*,
total losses for this set of imaging services are estimated to be approximately $1.6B by
2013.

e Losses from 2010-2013 are a result of several policy changes:

o Increasing the MPPR from 25% to 50%, beginning July 1, 2010, increases the
2010 estimated losses from $49 million to $98 million, an additional 50%
reduction from prior levels.

= We estimate losses from the 50% reduction policy alone to be $193M in
2011, $161M in 2012 and $149M in 2013.

o CMS proposes to expand the MPPR policy by applying it across diagnostic
imaging families. We estimate that this proposal would increase losses for
imaging services subject to the MPPR by an additional $68M from 2011-2013.

o Table 1 below outlines the estimated effect of various policies (e.g., increasing the
MPPR reduction from 25 to 50%, removing diagnostic families, and applying the
DRA cap to this set of services only) per year.

e Asshown in Table 2, diagnostic Families 2 (CT and CTA-Chest/Thorax/Abd/Pelvis) and
5 (MRI/ MRA- Head/Brain/Neck) account for approximately 73% of total MPPR losses
from 2006-2013.

! The estimated $400 million in losses due to the DRA reflects the set of services subject to the MPPR policy only
and accordingly accounts for the interaction between the MPPR and DRA for this set of services. Our estimates
suggest that full losses due to DRA imaging caps across all codes subject to the DRA policy reached $2.6 billion
over the first two years of the policy for which we also have corresponding SAF claims data (i.e. 2007 and 2008).



e Asshown in Table 3, Diagnostic Radiology (DR) and Independent Diagnostic Testing
Facilities (IDTF) are the two radiology specialties most affected by the MPPR policy.
DR specialists incur approximately 50-55% of MPPR losses; IDTF approximately 20-
21%.

Brief Background

In 2006, CMS implemented the MPPR policy on the technical component (TC) of certain
diagnostic imaging procedures. These procedures are grouped into 11 diagnostic families that
reflect imaging services performed on contiguous body areas. Currently, the MPPR applies to
TC only services and the TC portion of global services for imaging procedures performed within
the same diagnostic family; however, the 2011 Proposed Medicare Physician Fee Schedule
(MPES) rule changes the MPPR policy to reduce procedures performed across diagnostic
families.

Prior to July 1, 2010, CMS paid 100% of the TC reimbursement rate from the Physician Fee
Schedule (PFS) for the highest paid procedure and reduced each additional procedure by 25%.
Effective July 1, the reduction for each additional procedure was increased to 50% per section
3135(b) of the ACA. In addition, procedures reduced by the MPPR are also subject to additional
reduced payments due to the DRA. The DRA caps payments for the TC portion of certain
imaging services; these procedures are paid at the lesser of the PFS payment or the Outpatient
Prospective Payment System (OPPS) payment.

Using the Medicare 5% Carrier Standard Analytic Files (SAF) for 2006-2008, The Moran
Company (TMC) estimated the effect of the MPPR policy for imaging services from 2006-2013
(holding volume constant in out years), as well as additional losses in reimbursement due to the
DRA capped payment rates for the set of imaging services subject to the MPPR policy.?

Results

We identified all claims with at least one imaging code listed in the 11 diagnostic families
identified with the implementation of the MPPR policy. From 2006-2010, approximately 18-
19% of these claims contain multiple imaging services in the same diagnostic family and are
subject to the MPPR policy (Table 1). This increases to 20% in 2011 as the MPPR policy is
changed to affect all procedures across diagnostic families.

Total losses due to the implementation of the MPPR policy from 2006-2013 are estimated at
$1.2B. For codes subject to the MPPR policy, losses due to the DRA cap are approximately

% Note: DRA losses presented here reflect reductions for the set of codes subject to the MPPR (see table 4) and do
not include total losses that result when the DRA imaging cap is applied to the full set of services subject to the
DRA policy.
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$400M.® Combined, these policies accounted for approximately $1.6B in total losses for
imaging services subject to the MPPR.

Table 1: Estimate of Claims with Multiple Imaging Procedure Codes and Annual Losses, 2006-2013

Percent of Total Imaging
Claims Subject to MMPPE  MPPE Losses  Additional DRA Cap | Total Losses
Year Policy Policy (Smillions) Losses (Smillions)* [ {Smillions)
2004 1824 5 110.1 NA & 110.1
2007 1924 5 116.4 § 126.3 |8 242.7
2008 1924 5 1213 8§ 131.9 |5 1532
2009 1924 5 1126 5§ 638.1 |5 180.7
2010 1924 5 1471 8§ 306 |8 177.7
Tanmary-Tune (23% Reduction) 5 420 5§ 13915 64.9
Taly-December (30%: Reduction) 5 981 § 14715 112.8
2011 0% 5 2194 § 286 |5 248.0
30% Reduction 5 1852 § 2378 216.9
Across Diagnostic Families 5 262 5§ 1815 310
2012+ 20%0 5 182.7 8§ 38|85 186.4
30% Reduction 5 161.0 § iF|s 164.3
Across Diagnostic Families 5 217§ 035 220
2013 20%0 5 168.4 5§ 15|58 169.9
30% Reduction 5 1486 § 145 150.0
Across Diagnostic Families 5 19.9 5 D15 19.9
Total b 1,178 § 391 |5 1,569

Sources: 2003-2008 3% Standard Analvtic File, Medicare Part B Carrier Claims. Estimates have been weighted to reflect the entire
Medicare population and mncludes all specialties delivering services in the non-facility setting. Physician payment and multiple
procedure reduction data from the 2003-2008 final vear Phvsician Fee Schedule BV files publizshed by CAIS. DEA payment rates
from Appendix A of the 2007-2011 OPPS APC rate files {2012-13 use 2011 rate data). Conversion factor for 2011-2013 takes into
account MEI adjustment factor of 0.921.

®DPA cap losses include losses for all procedures on the claims subject to the MPE policy. This includes the first procedure (paid
at 100%c), and all subsequent procedures in the same diagnostic family {paid at 73%).

NN

*#*2012 estimates are based on a blend of PE RVUs from 2009 to 2013 to reflect full-implementation of PPIS data. 2009 values do not
reflact the MET adjustment that is present in 2013 PE BVUs; therefore, the 2012 estimates mav be undetestimatad.

As shown in the above table, increasing the MPPR from 25% to 50%, beginning July 1, 2010,
reduces Medicare payment for imaging services by an additional 50%. MPPR losses projected
for 2010, assuming a 25% reduction through June 30th, are estimated to be $49M; with the
additional reductions taking effect July 1, 2010, losses are projected to increase to $147M. In
addition, assuming constant volume, losses projected in 2011 would be $193M, $182M in 2012
and $149M for 2013.

CMS proposes to remove the diagnostic families of services to which the MPPR currently
applies. This proposal would increase losses for imaging services subject to the MPPR an

® This includes the DRA reductions for the first procedure reimbursed at 100% of the rate as well as all subsequent
procedures reduced by the MPPR policy on the claim.
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additional $68M from 2011-2013. Increasing the MPPR reduction to 50%, removing diagnostic
families, and applying the DRA cap is estimated to reduce payments for these services by $248M
in 2011, $186M in 2012 and $170M by 2013 as these values are fully transitioned.

Losses by Diagnostic Family

With the implementation of the MPPR, three diagnostic families incurred the most significant
losses from 2006-2013:

e Diagnostic Family 2: CT and CTA (Chest/Thorax/Abd/Pelvis) represented 66-69% of
procedures subject to the MPPR policy and incurred 59-61% of annual losses;

e Diagnostic Family 5: MRI and MRA (Head/Brain/Neck) comprised 8-9% of procedures
reduced by the MPPR and 15-18% of annual MPPR losses; and

e Diagnostic Family 6: MRI and MRA (spine) contained 6-10% of procedures reduced by
the MPPR and accounted for 8-10% of annual losses.

While the 2011 Proposed MPFS changes the MPPR policy to reduce reimbursement for multiple
services across diagnostic families, this does not change the overall effect of reductions by
diagnostic family (Table 2).
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Table 2: Annual MPPR Losses by Diagnostic Family, 2010-2013

2006 2007 2008 2009

%9 Total Total %0 Total | %0 Total Total 94 Total | %0 Total 4 Total | %0 Total %9 Total
Diagnostic MPR Losses Annual MPR Losses Annual | MPR  Total Losses Annual MPR Total Losses Annual
Family Diagnostic Family Description Claims  (Smillions) Losses Claims  (Smillions) Losses | Claims (Smillions) Losses | Claims (Smillions) Losses
01 Ultrasound (Chest' Abdomen Pelvis - Non-Obstetrical) 12% 5 26 2% 11% 5 3 2% 11% 5 i 2% 11% 5 3 2%
02 CT and CTA {Chest Thoran' Abd Pelvis) 56% 35 57.6 61% 68% S 148 0% 69% 3§ 148 9% 9% 3§ o0 5%
03 CT and CTA (Head Brain Orbit Maxillofacial Neck) 2% 5 18 2% 2% § 7 3% 2% § 8 3% 2% § 3 3%
04 MEI and MBA (Chest/Abd Pelvis) 2% 5 32 3% 1% § 5 2% 1% § 3 2% 1% § 3 3%
03 MEI and MPA (Head Brain Neck) 8% 5 16.8 15% T § - 18% 6% § 45 18%% 6% § 33 19%%
06 MEI and MBA (spine) 6% S 113 10% 6% § 19 8% 6% § 22 2% 6% § 19 11%
07 CT (spine) 1% § 0.6 1% 1% § 1 0% 1% § 1 0% 1% § 1 0%
08 MEI and MEA (lower extremities) 3% S 11 1% ELEI 10 19 3% § 11 1% 3% § 8 4%
09 CT and CTA {lower extremities) 0% S 03 0% 0% § 1 0% 0% § 1 0% 0% § 1 0%
10 Mr and MEI (upper extremities and joints) 1% § 20 2% 1% § Ll 2% 1% § i 2% 1% § L 2%
11 CT and CTA {upper extremities) 0% S 0.0 0% 0% § 0 0% 0% § 0 0% 0% § 0 0%

Total $ 110 3 243 3 253 $ 181

2010 2011 2012 2013

%49 Total Total %0 Total | %0 Total Total ¢ Total | %0 Total %4 Total | %0 Total %49 Total
Diagnostic MPR Losses Annual MPR Losses Annual | MPR  Total Losses Annual MPER  Total Losses Annual
Family Diagnostic Family Description Claims  (Smillions) Losses Claims  (Smillions) Losses | Claims  (Smillions) Losses | Claims (Smillions) Losses
01 Ultrasound (Chest’ Abdomen Pelvis - Non-Obstetrical) 11% 3§ 3 %% 11% § 7 % 11% 3§ i % 11% 3§ i 4%
02 CT and CTA {Chest Thorax' Abd Pelvis) 69% 35 102 38% 66% S 134 4% 56% 35 105 36% 56% 3§ 97 7%
03 CT and CTA (Head Brain Orbit Maxillofacial Neck) 2% 5 6 3% 5% 3 11 1% 6% § 8 % 5% § 8 1%
04 MEI and MBA (Chest/Abd Pelvis) 1% § 1 2% 3% 3 5 3% 3% § 3 3% 3% § 1 3%
03 MEI and MPBA (Head Brain Neck) 6% S 33 18% %% 3§ 36 14% 2% § 23 13% 2% § 20 12%
06 MEI and MEBA (spine) 6% S 15 Sl 1% 5 32 13% 10% 5§ 24 13% 10% 5§ 22 13%
07 CT (spine) 1% § 1 0% 2% § 2 1% 2% § 1% 2% § 1 1%
08 MEI and MEA (lower extremities) 3% S 7 1% 19% § 11 3% 19 § 7 1% 49 § ] 4%
09 CT and CTA {lower extremities) 0% S 1 0% 1% § 1 1% 1% § 1 1% 1% § 1 1%
10 Mr and MBI (upper extremities and joints) 1% § L 2% 2% § Ll EE 2% 5§ L 2% 2% 5§ L 2%
11 CT and CTA {upper extremities) %% 5 0 1% 0% § 0 L] e § 0 %% 0% 5 0 s

Total $ 178 8 248 3 186 $ 170

Source: 2003-2008 3% Standard Analvtic File, Medicare Part B Carrier Claims. Estimates have been weighted to reflect the entire Medicare population and includes all specialties delivering services in the non-facility
setting. Physician payment and multiple procedure reduction data from the 2003-2008 final vear Phyvsician Fee Schedule EVU files published by CMS. DEA pavment rates from Appendix A of the 2007-2008 Final
OFPPS APC rate files.

* Total annual losses includes DEA Caps in addition to MPE policy. Totals percentages may be > 100% because a small portion of claims (<1%) had two or more diaznostic categories on one claim. Therefore, the

claims is counted only once, but all diaznostic families are included.
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Losses by Specialty

DR, Interventional Radiology (IR), Nuclear Medicine (NM), and Radiation Oncology (RO) combined accounted for 54-58% of annual
losses due to the implementation of the MPPR policy. IDTF accounted for approximately one-fifth of losses, while other specialties
(particularly urology, hematology/oncology, internal medicine, family practice, and medical oncology) accounted for 24-28% of
losses (Table 3). DR alone was the single specialty with the most significant losses, incurring over 50% of the total MPPR annual

reductions.
Table 3: Annual MPPR Losses by Radiology Specialty, 2010-2013
2006 2007 2008 2009

29 Total MIPE Total Losses %% Total Annual | %0 Total MPE Total Losses %0 Total Annual | %0 Total MPE. Total Losses %0 Total Annual | %0 Total MPE Total Losses %0 Total Annual
Specialty Claims (Smillions) Losses* Claims (Smillions) Losses® Claims (Smillions) Losses* Claims (Smillions) Losses*
DR % 5 §1.0 3% 33% 5 128.5 3% 1% 5 130.7 2% 1% 8 93.2 2%
R 1% § 13 1% 1% § il 19 1% § 28 1% 1% § 20 1%
NM 0% S 0.2 0% 0% 5 0.6 0% e S 0.8 0% e S 0.6 0%
RO 1% § 1.0 1% 1% § 21 1% 1% § 23 1% 1% § 1.6 1%
All Imaging 56%0 § 63.6 58% 55%% § 1353 56% 53%% § 136.6 5494 53% § 97.3 54%
IDTF 18%4 § 222 20% 182 § 189 21% 17% § 322 21% 17%% § 38.6 21%
All Other 26% 3 243 22% 27% 5 313 24% 29% § G4 23% 29% S 448 23%
Total 5 110 5 243 5 253 5 181

2010 2011 2012 2013

20 Total MPR Total Losses %0 Total Annual | %0 Total MIPE. Total Losses % Total Annual | %0 Total MIPR Total Losses %% Total Annual | %0 Total MIPR Total Losses 9% Total Annual
Specialty Claims (Smillions) Losses* Claims (Smillions) Losses® Claims (Smillions) Losses* Claims (Smillions) Losses*
DR 1% S 21.8 32% 1% S 124.3 1% 6% S 93.2 1% 36% S 86.7 1%
R 1% 3§ 20 1% 1% § 2.7 1% 1% 3§ 20 1% 1% § 18 1%
N LI 0.6 0% 0% S 0.8 0% 0 5 0.6 0% LTI 0.3 0%
RO 1% § L7 1% 1% § 2.3 1% 1% § 1.9 1% 1% § 18 1%
All Imaging 53%% § 96.0 5400 530% S 132.2 530 5904 § 99.8 5400 5900 § 90.9 5304
IDTF 1% 5 36.3 20% 22% 3§ 329 21% 22% 3 383 21% 2% § 348 20%
All Other 20% 5§ 153 26% 20% 5 62.8 23% 20% S 482 26% 20% S 143 26%
Total ] 17 3 248 3 186 3 170

Source: 2003-2008 3% Standard Analvtic File, Medicare Part B Carrier Claims. Estimates have been weizghted to reflect the entire Medicare population receiving services in the non-facility setting. Physician payment
and multiple procedure reduction data from the 20035-2008 final vear Physician Fee Schedule VU files published by CMS. DEA pavment rates from Appendix A of the 2007-2008 Final OPPS APC rate files.
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Methodology

The current MPPR policy applies to the TC (including the TC portion of the global) of a claim
with two or more imaging procedures billed in the same diagnostic family, while the 2011
proposed MPPR reduces imaging procedures across diagnostic families. The procedure with the
highest RVU is paid at the full reimbursement rate, and all subsequent procedures are paid at
75% of the standard reimbursement rate (50% as of July 1, 2010). Table 4 provides a list of all
diagnostic families (as of 2010), and the codes that fall within each family.

MPPR Losses 2006-2008

We identified claims in the 2006-2008 Medicare 5% Standard Analytic File of Part B Carrier
claims with the multiple imaging procedures included in Table 4 and calculated total losses for
the procedures subject to the MPPR policy using the annual RVU files published by CMS.** If
claims were marked with a modifier 59, they were removed from the analysis.® In addition, a
small selection of procedures (<1%) were billed with units greater than two. These were
considered a coding error and were removed from the analysis.

MPPR losses were calculated as 25% of the annual fee schedule payment rate for the second and
subsequent service in the same diagnostic family.” For global codes, only the TC portion of the
payment was reduced by 25%.

MPPR Losses 2009-2013

From 2006-2008, imaging volume remained relatively constant. Since the most recent claims
data available are for 2008, we used these data and assumed constant volume to estimate 2009-
2013 MPPR losses. We did, however, apply the applicable annual RVU files to calculate annual
losses.® Transitional PE RVUs were used for 2011 and fully-implemented 2011 PE RVUs were
used to estimate 2013 losses. For 2012, we blended 2009 transitional and 2011 fully-
implemented PE RVUs to estimate 2012 values as new Practice Expense per Hour (PE/HR) data

* Total payments include the sum of PE RVUs + MP RVUs, multiplied by the conversion factor for the appropriate
year (as these procedures were the TC portion of the service, Work RVUs = 0.00). Total payments reflect national
average payments, and are not adjusted for Geographic Practice Cost Indices (GPCIs).

> RVUs were extracted from the CMS fourth quarter annual RVU file (2005-2008d).

® Modifier 59 demarks a claim as having multiple procedures but during different sessions. Therefore, the MPPR
policy does not apply. (http://www.cms.gov/MLNMattersArticles/downloads/SE0587.pdf)

" If a claim had multiple diagnostic families, we removed the highest RVU from each diagnostic family and
calculated losses for all other procedures in each family.

82009 RV U file- 2009d; 2010 RVU file- 2010HCR; 2011-2013- used Addendum B from the 2011 Proposed MPFS.
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are being transitioned into the payment system and CMS did not actually publish 2012 values
with the recent proposed rule release.’

From 2006 through June 30, 2010, MPPR losses were calculated as 25% of the annual fee
schedule payment rate for the second and subsequent service in the same diagnostic family. For
July 1, 2010 through December 31, 2010, MPPR losses were increased to 50% for services in the
same diagnostic family. For 2011-2013, we calculated losses as 50% for all multiple imaging
procedures performed across diagnostic families.

DRA Losses 2007-2013

Additional 2007-2013 DRA losses for codes subject to the MPPR (see codes in Table 4) were
calculated by comparing RVUs (converted to rates) assigned to each procedure through the PFS
to the APC payment rates in the OPPS for the corresponding year. If a claim was subject to the
MPPR, and had a DRA cap payment that was lower than the PFS payment rate, the difference in
payments was calculated as a DRA loss. This loss was calculated for the first imaging procedure
paid at 100% on the claim, as well as subsequent imaging procedures reduced by the MPPR.*

Conversion Factor

The conversion factors for 2006-2010 were extracted from the annual RV U files released by
CMS. For 2010-2013, we used the most recently released 2010 conversion factor ($36.0791)
noting that this does not account for the 2.2% update in place until November 30th. To adjust for
the Medicare Economic Index (MEI) update discussed in the 2011 proposed MPFS for 2011-
2013, we multiplied the 2010 conversion factor used in this analysis by 0.921 ($33.23).

%2012 estimates are based on a blend of PE RVUs from 2009 to 2013 to reflect full-implementation of PPIS data.
2009 values do not reflect the MEI adjustment that is present in 2013 PE RV Us; therefore, the 2012 estimates may
be conservative estimates.

1 DRA payment rates were calculated using the annual procedure-level APC rates from the Outpatient Prospective
Payment System Rule (OPPS), Addendum B. For 2011-2013, the 2011 Proposed OPPS Addendum B was used to
estimate DRA capped rates.
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Table 4: HCPCS Codes Subject to MPPR Policy, by Diagnostic Family, 2010

Diagnostic Family Diagnostic Family Description

Diagnostic Family Diagnostic Family Description

Ultrasound (Chest/ Abdomen Psl

2 CTand CTA(C Thorax Abd Pel

3 CT and CTA (Head Brain/Orbit Maxillofacial Neck)

4 MRI and MRA (Ch

iz - Non-Obatetrical)

Xam, chest
zxam, abdom, complate

Ct abdomen wio &
Ct abdomen widyz
Ct abdomen w
Ct angie zbdom w
Ct angie abdominal art

i abdomen w
abdo
idlsl "

m W orw/o dye

3

=)

MRI and MRA (Head BrainNeck)

el

MRI and MFA (spine)

CT (zpine)

MPFRI and MEBA (lower extremities)

Mr and MRI (upper extremitiss and joints)

T

7y, 2010
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