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/ c DEPARTMENT OF HEALTH & HUMAN SERVICES Centers for Medicare & Medicaid Services

Washington, DC 20201

"JUN 1 9 2008

William L. Rich, IIT, M.D., F.A.C.S.
Chairman

Relative Value Scale Update Committee
American Medical Association

515 North State Street

Chicago, IL. 60610

-Dear Dr. Rich;

For many years, the American Medical Association/Specialty Society Relative Value
Update Committee (RUC) has made recommendations to improve the Medicare
physician fee schedule. The RUC’s recommendations on physician work relative value
units (RVUs) and practice expense inputs have resulted in significant improvements in
payment accuracy. We greatly appreciate the considerable sustained efforts made by all
members and staff of the RUC.

Over the years, the Secretary has accepted the large majority of the RUC’s
recommendations. . However, much of the RUC’s work in past years has been focused on
identifying undervalued procedures. Congress has considered establishment of a separate
advisory committee to the Secretary solely for the purpose of identifying overvalued
procedures. In lieu of legislation on this issue we encourage the RUC and others to place
renewed emphasis on identifying overvalued procedures. Although we acknowledge and
commend the RUC’s initial efforts to identify overvalued procedures, we ask you to
expand efforts in this area by focusing on several aspects of relative values as discussed

below.

As you know, the President issued an Executive Order on Value Driven Health Care that
embodies four cornerstones: Interoperable Health Information Technology (Health IT
standards); Measure and Publish Quality Information (Quality Standards); Measure and
Publish Price Information (Price Standards); and Promote Quality and Efficiency of Care
(Incentives). The Administration also submitted the Medicare Funding Warning
Response Act of 2008 (S. 2662 and H.R. 5480). Title I of the Funding ‘Warning
Response Act reflects these four cornerstones. )

A necessary component in moving to a value driven health care system is accurate
pricing in payment systems. As you are-aware, there has been considerable concern
expressed by the Congress, Medicare Payment Advisory Commission (MedPAC), and
other stakeholders regarding accurate pricing underthe Medicare physician fee schedule.



Page 2 — William L. Rich, M.D., F. A.C.S,

Despite the large increase in work RVUs for many medical visits during the last 5-year
review of physician work, there continues to be concern that the presence of many
overvalued procedures within the physician fee schedule disadvantages primary care
services and creates distortion in our payment system that makes moving to value driven
health care more difficult. Critics have pointed out the relative imbalance in the number
of codes for which the work relative values are increased rather than decreased in the
three 5-Year Reviews of work RVUs. '

The RUC has created the Five-Year Review Identification Workgroup to respond to these
concerns regarding overvalued codes. The workgroup has identified some potentially
misvalued codes through several vehicles, namely, identifying codes with site of service
anomalies, high intra-service work per unit time (IWPUT), and services with high
volume growth. RUC recommendations for services identified by this workgroup are
currently being evaluated by CMS.

We believe that it is important to focus further inquiry into potentially misvalued services
by examining (1) the fastest growing procedure codes, (2) Harvard-Valued codes, and (3)
PE RVUs. We are interested in working with the RUC and others on this issue in the
future.

(1) Review the Fastest Growing Procedure Codes
We have identified the fastest growing services as measured by growth in utilization from
2004-2007. The codes we identified were:

» Those that represent services that had three consecutive years of 10 percent (or more)
annual growth in allowed services;

¢ Excluded if there was less than $1 million in 2007 allowed charges; and

e Included if still active in 2008.

This analysis resulted in the identification of over 100 procedure codes, which are shown
in the enclosed table. Some of the identified services are new, while others have been in
the clinical arena for a number of years. These codes may warrant a reassessment to
determine why there has been an increase in utilization. There may be a clinical rationale
or there may have been changes in the relative resources involved with furnishing the
service. As part of the effort the RUC has already taken to identify overvalued
procedures, we request that the RUC examine this list of procedure codes that CMS
identified.

{(2) Review of Harvard-Valued Codes

Currently, there are approximately 2,900 codes (based upon our review of the physician
 time file) that were originally valued by Harvard and which have not subsequently been
evaluated by the RUC. These codes represent about $5.0 billion in annual spending
under the Medicare physician fee schedule. This review could aid in the identification of
potentially misvalued codes. We request that the RUC undertake an ongoing (multi-year)




Page 3 — William L. Rich, M.D., F.A.C.S.

effort to review the Harvard-valued codes that have not subsequently been evaluated by
the RUC. We request that the initial focus be given to high-volume, low intensity codes.

(3) Review Practice Expense RVUs

Practice expenses (PE) represent about 44 percent of total relative values for physicians’
services. Indirect practice expenses are allocated in some measure based on direct PE
inputs. Thus, ensuring the accuracy of direct PE inputs and the agreement of the direct
PE inputs with the clinical aspects specific to each procedure may aid in the identification
- of misvalued services. We request that the RUC continue to review direct PE inputs. We
request that the initial focus be given to the high-volume codes where the practice
expense payments are significantly increasing during the transition to the new practlce
expense methodology

We believe that CMS and the RUC share a common interest in ensuring the accuracy of
relative values, which should include a balanced focus on potentially overvalued services
with a goal of reducing their values to a more accurate level. We plan to discuss these
issues in the upcoming notice of proposed rulemaking. We expect that all reviews and
changes to relative values would be conducted in tandem with our established regulatory
processes such as the annual review of new/revised codes and the Five-Year Review. We
are hopeful that our commitment and the RUC’s work in this area will be successful in
better valuing procedures that are currently overvalued.

We appreciate your consideration of these requests and we look forward to continuing

our working with the RUC.
s W

Enclosure
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