New dialysis payment plan
Providers worry about effects of bundling payments
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Preparing for a mid-November public comment period deadline, renal-care providers last week wasted no time analyzing the CMS' newly proposed prospective payment system for facilities that provide dialysis services to Medicare beneficiaries with end-stage renal disease. At first look, providers didn't like everything they saw. 

In a move the federal agency said would reward “efficient, high-quality care for people with end-stage renal disease,” the CMS on Sept. 15 announced a proposed rule that would provide a single, bundled payment to dialysis facilities that would cover items and services used in providing outpatient services, including dialysis treatment, prescription drugs and laboratory tests. The notice also proposed quality measures related to anemia management and hemodialysis—a process that removes waste from the blood during kidney failure—adequacy that the CMS plans to use for its quality incentive program. 

Under the proposed rule, the CMS would establish a base bundled payment rate of $198.64 for all of the services related to a dialysis session, including the services in the current composite rate as well as items that are billed separately, such as oral drugs. The current composite rate includes several adjustments, such as a drug add-on payment that accounts for changes in the drug pricing methodology that occurred in 2005; basic case-mix adjustment factors such as age and body size; a special adjustment for pediatric patients; and an adjustment for geographic differences in costs using a wage index. For this year, the unadjusted composite rate is $133.81 and the drug add-on payment is $20.33.

According to the CMS, end-stage renal disease, or ESRD, is the only category for Medicare eligibility that is based on a specific diagnosis without regard to the patient's age. Patients diagnosed with the disease must rely on dialysis or receive a kidney transplant to survive. In 2007, according to the CMS, there were about 591 hospital-based and 4,330 free-standing ESRD facilities that offered outpatient dialysis services to 330,000 Medicare patients, and the cost of this service was $9.2 billion, including the dialysis services and other related items, such as drugs.

At a meeting in Washington, more than 100 members of the Kidney Care Partners—a coalition of patient advocates, dialysis-care providers, and manufacturers who work to improve the lives of patients with chronic kidney disease—analyzed the new PPS. Kent Thiry, the group's chairman, said the CMS worked “hard and thoughtfully on a challenge.” Thiry is also president and CEO of dialysis services provider DaVita.

“Given that the rule happened to come out right before the meeting, we jettisoned our original agenda to the document,” Thiry said a day after the PPS was announced, adding that the group will assign five task forces to analyze the rule. Although those task force titles haven't yet been determined, three groups will likely address payment, legislative and clinical issues.

“We do have very serious concerns in areas where we think patients would be hurt unless changes would be made,” Thiry said. He declined to elaborate—given that it had only been a day since the nearly 600-page rule was issued—but he said that inclusion of oral drugs in the bundled payment; a “significant increase” in patient copays; and the appropriateness of the case mix are three areas of concern for Kidney Care Partners. Under the rule, the CMS proposed that the beneficiary co-insurance amount be 20% of the ESRD bundled payment amount, including applicable case-mix adjustments and outlier payments.

The CMS will accept comments on the proposed rule until Nov. 16, and will respond to them in a final rule issued in 2010. The new payment system would then apply to dialysis services offered to Medicare beneficiaries on or after Jan. 1, 2011.

“CMS estimated that if the large operators moved entirely to a bundled rate in 2011 (we expect they will) that reimbursement per treatment would be 3.7% lower than under the current methodology and 3.1% lower if they transitioned to the bundled methodology over four years,” wrote Gary Lieberman, managing director at Wells Fargo, in a research note about the proposed rule. “We believe this amount of discount was largely in-line with what investors were expecting.” 
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The CMS has proposed a new prospective payment system for facilities that provide dialysis services to Medicare beneficiaries who have end-stage renal disease, or ESRD. Under the proposed rule, the CMS would establish a base, bundled payment of $198.64 for all of the services related to a dialysis session, including the services included in the current composite rate, as well as oral drugs that are billed separately.

“Combining a fully bundled prospective payment system with required performance standards would encourage facilities to operate more efficiently and ensure that beneficiaries receive high-quality care, while saving dollars for both beneficiaries and the Medicare program,” said Jonathan Blum, director of the CMS' Center for Medicare Management, in a news release. 

According to the CMS, ERSD is the only category for Medicare eligibility that is based on a specific diagnosis without regard to the patient's age. Patients diagnosed with the disease must rely on dialysis or a kidney transplant to survive. In 2007, there were about 591 hospital-based and 4,330 free-standing ESRD facilities offering outpatient dialysis services to nearly 330,000 Medicare patients, which amounted to a cost of $9.2 billion, including the service and other related items, such as drugs.

As part of the proposed rule, the CMS also said the base rate would be adjusted to reflect geographic differences in labor costs, and the agency said it proposes to provide an adjustment for low-volume facilities, as well as a policy that would make an adjustment for “particularly expensive cases.”

The CMS will accept comments on the proposed rule through Nov. 16 and will respond to them in a final rule that will be issued in 2010. The new payment system would apply to dialysis services to beneficiaries on or after Jan. 1, 2011.

What do you think? Post a comment on this article and share your opinion with other readers. Submit your letter to Modern Healthcare Online at mheditorial@modernhealthcare.com. Please be sure to include your hometown and state, along with your organization and title. 
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