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- Ms. Carol Rasco

Director, Domesttc Policy. Councu

The White House ‘ o o o
1600 Pennsylvania Avenue . =~ = ST ' .
Washington, D.C. 20071 o ' )

Dr. Bruce Vliadeck
- Administrator |

Health Care Financing Administration -

200 Independence Ave. SW. . A ' :
. Washmgton D.C. 20201 s R - :

Re: Med;care Rermbursement ReducttonsNenture Rescurce
‘Dear Ms. Rasco and Dr. V!adeck

Late last wmter we had the pleasure of meetmg Wlth Ms Rasco to outlinea . |

- presentation for revamping the present coding for ‘Medicare Part B Reimbursement
to reflect more accurately what is being done by providers in the field and to finally
attain uniformity in coding, billing'and reimbursement. The presentation projected
‘that as part of such a program, immediate savings-in Medlcare Relmbursement of
approxnmately 6 per cent would be reahzed " ,

‘Ms. Rasco then facilitated a meeting on May 21 1993 .with Dr. Vladeck and

- .certain of his selected aides. That meeting proved to. be rather short, since Dr.

* Vladeck announced at the outset that HCFA was sold on the need to proceed with -
a request for proposal cons:stent with the Venture Resources presentatlon and
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that such RFP should issue in the fall of 1993. Because Venture Resources, and
iits later added partners-of Coopers & Lybrand and National Center for Advanced -
Medical Education, desired to leave open the option of respondmg to the RFP, we
promised Dr. Viadeck that we would not make c.ny inquiry concarning the issuance
date or status of the RFP :

‘However, we recently learned that HCFA has scuttled aH plans to proceed wnth the
RFP and that it clalmed the problems have been corrected by HCFA ltseh‘

All of the mformatlon reasonably avaﬂab!e to us indicates that the problems have

- not been "corrected” but are even worse now than they were a year ago. We are .
at a loss to understand why HCFA, if 1t has really done so, has made the decrs;on
to abandon this effort at reform ' - :

-We contmue to beheve that the rules governing payment must be precise and
‘unambiguous or both the payments made and the description of. services submitted

~ for payment will not reflect what is really occurring. We continue to believe that’
present coding and payment systems are not precise enough to deal with the -
complexity of the. system being administered and provrde accountablllty for - -

- detecting abuse and errors. Let us briefly h|gh||ght some of the matters which
have occurred since our presentatron iast year. : -

In responding to a General Accountmg Ofﬂce review of Part B claims,
Representative Ron Wyden, Demgccrat of Oregon, who crdered the GAC audxt
remarked that: "Medicare coverage seems to depend more on where the elderly
live than on their medical needs." ‘

- "Most people think of Medicare as a Federal Program with uniform benefits o
- nationwide. But we are learning that:Medicare is really a "crazy quilt" of sepa'r'ate
and dramat:cally different programs run by th:rty -four pnvate msurance carners

The GAO report is dated August of 1993 and is headed "Rehabmty of Claims
Processing Across Four Carriers”. The conclusions and remarks made by GAO
representative, Eleanor Chehmsky, in her testrmony before Congress on March 29
1994, .included three fmdmgs PR :
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1. First, that there were sizable differences among the carriers with
respect to denial rrates for the services screened for medical necessity. ‘

2. -The GAO found that the. number of services that carners screen for
medical necessity vary markedly.

3.  The overall denial rate for medical necessity also differed among these -
six carriers. C S : . =

In seeking to account for these variabilities, the GAO consuited with HCFA officials
who identified differences in the billing practices of providers as a possible
explanation for variation in denial rates. HCFA officials gave four reasons to
explam this further: : :

1. That various regions of the country have d;fferent Ievels of fraud and
abuse Wthh in turn produce dlfferent demal rates; .

2. Difference in denial rates could be due to aberrant billing practrces by
. as few as two or three provnderS‘ : : |

_ 3. ‘ ln certain regions of the country, provnders drsregard the feedback
they receive from denied clarms--that is, they continue to bill for services they
know are not medlcally necessary in the hope that some will-be, approved and

4, - Certam carners do a better job of educatmg provnders on ‘how to
submit Medtcare claims correctly.

- The GAO, \ria Ms. Chelimskyfs testimony, noted that these findings are new and
that the size of this variation had not been previously examined by HCFA. Further,
that HCFA was only beginning to conduct evaluations to determine. which, if
either, of the explanations, that is medical policy or billing practice, best accounts
for the inconsistency observed by the GAO in assessing the denial rates. '

Toward the end of her remarks, Ms. Chelimsky noted that:
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"Medicare is not a‘local initiative. It is a national br'c')g.ram' under which
beneficiaries should not receive different benefits solely because their place
of residence differs.” . We believe that HCFA needs to play a greater

role in using such data to oversee carriers’ claims review activities to better ~ -

assure that beneficiaries and provnders are equitably treated.

We would fmally note that in the May 27, 1994, edition of Washington Insider’s .
Focus examined some of these issues were examined. It reported, for instance, -
that at the "consensus conference" organized by the AMA, the American Clinical

- Laboratory Association and HCFA, a consensus was reached that: "Coding and
pavment pohcues generally need a umformlty, in place of the great vanatlon among
carriers . . . " -

This article further remarked that:

In the end, most observers agree, the growing controversy can be resolved
only if the cost considerations underlying it are resolved in a manner
regarded as fair to Medicare and to lab service providers. This delicate
balance seems elusive, but the recent swing of events dramatizing the
inconsistency in present policy has lobbed the ball directly into HCFA's court
for what lab service providers hope will be corrective action.

As has been proposed over a year ago, if solutions to such on-going problems are
to be effective, the microeconomics of heaith care delivery behavior must be
understood at the provider level and made part of the system codmg dehneataons
and definitions. -
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This is precisely one of the essential goals that we proposed to the -administration
“last winter and spring. If it has changed we would appreciate an explanatiori‘ since .
all concernéd in this effort have gone to considerable expense and devoted
substantial time to an issue we believe would advance the administration’s. -
comprehensive goals of health care reform. ' -

" Cordially yours,

WRIGHT, LINDSEY & JENNINGS

.. MSJ/drz -
Jicjb1041.030
11666-32731
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The Administrator .
~ Washington, D.C. 20201

Mr.’ John R. Tisdale-

Mr. C. Douglas Buford, Jr.

Mr. M. Samuel Jones, III

Wright, Lindsey and Jennzngs :
200 West Capitol Avenue, Suite 2200
Little Rock, Arkansas 72201-3699A«

Dear Messrs.'Tisdole,ABufofd and Jooés;

I am respondlng to your letter to Ms. Carol Rasoo‘énd me
ragardlng coding . for Medicare Part B payments.

AS. T indzcated at our meeting in Hay of last year, the Health
- Care Pihancing Administration (HCFA) published a Request for -
-Proposal (RFP) in the. Commerce Business Daily, on
December 2, 1993, for the National Rebundling Policy for -
-Medicare carriers. The rebundling RFP solicited the
development of a revised payment policy to control Medicare
‘Part B overpayments resulting from the: manipulation of coding.
HCFA has requested that the end product of the contract
include a recommendation for rebundling edits to be installed
+in the claims processing system of all carriers, and a
reference document that addresses rebundling peolicy for all .
codes identified in the analys;s of the HCFA database and the
' codes contalned in Common. Procedure Termlnology-4 (CPT-4).

HCFA- reoelved seven proposals in response to the RFP. After
review of the Best and Final ‘Offers, on July 26, 1994,
AdminaStar was awarded the rebundling contract. The.

contract's base year period will he 12 months w1th two 1—year
options. : , , : :

There appears to be some confusion about the Medicare coverage
.process and the possibility of uneven coverage of certain
services from one area to another. 1In the absence of a
specific national coverage: decision, the local Medicare
contractor is responsible for making the coverage = | :
determination. In maklng this determination, the contractor
must work with the Carrier Advisory Committee whloh includes
broad representation from the medical community in the service

-area. The carrier alsc uses medical literature and other
sources it finds approprlate.

Carrlers are permxtted to reach alternative. ooverage decisions,"
in the absence of national coverage pollcy We do not
belleve, however, that diVer51ty in carrier decisions is. the


http:decisl.on

SEP-14-1994 1S:11  FROM ADMINISTRATOR’S. OFFICE TO ' 94séze7e  P.O3

'*Page 2 - Mr. John R. Tlsdale, Mr. C. Douglas Buford Jr., and
: R M. Samuel Jcnes, III

~ result of carrier dlfferences in ‘opinion on medical efficacy
Rather, we believe the differences are thé result of a number
of well-founded reasons that we cutlined for the General
Accounting Office (GAQ), and that’ you mentioned in your
letter.z‘ :

I assure you that we are striV1ng to brlng ‘more. unlformlty tng
the Part B claims process, without intruding in the provision
of medical care, or ‘unduly burdening the peocple who provide
the services. Our research and work on claims processing .
systems, coding education, and the knowledge. we have galned on
medical advances should all serve to improve this area of the
program.. o o ‘

I appreciéte‘youf'interest in these matters.

erely,-

cd&,t_

B r'ce»(:‘. Vladeck.
Administrator

cc: Ms. Carol Rasco
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The Administrator

SEP ‘21 " o | ' Washington, p.c.‘ 20201

_ Mr. John R. Tisdale

Mr. C. Douglas Buford, Jr.

‘Mr. M. Samuel Jones, III

Wright, Lindsey and JennanS
200 West Capitol Avenue, Suite 2200
Little Rock Arkansas 72201~ 3699

Dear Messrs. Tlsdale, Buford and Jones.

"I am- respondlng to your letter to Ms. Carol Rasco and me

regarding coding for Medicare Part B payments.

As I indicated at our meeting in May of last year, the Health
Care Financing Administration (HCFA) published a Request for
Proposal (RFP) in the Commerce Business Daily, on

December 2, 1993, for the National Rebundling Policy for
Medicare carriers. The rebundling RFP solicited the
development of a revised payment policy to control Medicare

“Part B overpayments resulting from the manipulation of coding.

HCFA has. requested that the end product of the contract -
include a recommendation for rebundling edits.to be installed
in the claims processing system of all carriers, and a

~ reference document that addresses rebundling policy for all

codes identified in the analysis of the HCFA database and the
codes contalned in Common Procedure Terminology-4 (CPT-4)

HCFA received seven proposals in response to the RFP.. After
review of the Best and Final Offers, on July 26, 1994,
AdminaStar was awarded the rebundling contract. The
contract's base yvear perlod w1ll be 12 months with two 1l-year
options.

There appears to be some confusion about the Medicare coverage
process and the possibility of uneven coverage of certain
services from one area to another. In the absence’ of a
specific national coverage decision, the local Medicare
contractor is responsible for making the coverage
determination. In making this determination, the contractor
must work with the Carrier Advisory Committee which includes
broad representatlon from the medical community in the service
area, The carrier also uses medical llterature and other
sources it finds appropriate.

Carriers are permitted to reach alternative coverage decisions
in the absence of national coverage pollcy. We do not
belleve, however, that dlver51ty in carrier decisions is the
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result of carrier differences in opinion on medical efficacy.
Rather, we believe the differences are the result of a number
of well-founded reasons that we outlined for the General
Accounting Office (GAO), and that you mentioned in your
letter.

I assure you that we are striving to bring more uniformity to
the Part B claims process, without intruding in the provision
of medical care, or unduly burdening the people who provide
the services. Our research and work on claims processing
systems, coding education, and the knowledge we have gained on
medical advances, should all serve to improve this area of the
program.

I appreciate your interest in these matters.
erely,
Do U
Bruce C. Vladeck

Administrator

cc: Ms. Carol Rasco



