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Medicare updates versus medical practice inflation
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Annual Participation Enrollment Period

Facing 25% cuts, some
physicians may
reassess their Medicare
status

As of 2009, 95% of
eligible practitioners had
signed participation
agreements, ranging
from 91% of
psychiatrists to 99% of
radiologists

Medicare participation options
for physicians

Each year, the Centers for Medicare & Medicaid Sarvices [CMS)
provides physicians with the opportunity to change their Medicare
parficipation status. mea'swilbumﬁadbylfuhhci:ae
administrative contractor when it's time to make their
decision. Any change in status wil be effective Jan. 1, 2011.

There ane three Medicare contractual options for physicans:

Signa Elect non-

participation participation

(PAR) agreement  (non-PAR), which

and accaept permrtspl‘l)@cars

Medicara’s allowed

charge as payment d

in full for all of their

Moadicara patients
the Medicare allowanca MWWWM
for unassigned claims ~ the first day of the quarter

the coniract takes effect.

Thosa considering a changa in status should first determine that they are not bound
by any contractual ammangements with hospitals, health plans or other entities that ;
require them to be PAR physicians. In addiion, some states have enacted laws i
that prohibit physicians from balance biling their patients. Physicians who want

o continue thair current FAR or non-PAR status do not need to take any action.
However, those who want to change their status will need to notify their confractor

in & written document that is received or post-marked on or befora Dec. 31, 2010,

Those physicians who wish to change their status from PAR to non-PAR
or from non-PAR to PAR are required to do 2o before Dec. 31, 2010, aven
if Congress fails to act in time to prevent the payment cute on Dec. 1 and
Jan. 1. Unlass CMS reopens the enroliment peried, this decision is binding
throughout the calendar year.

Www.ama-assn.org/go/




www.ama-assn.org/go/medicareoptions

Www.ama-assn.org/go/

Non-participation in Medicare

Medicare-approved amounts for senvices provided by non-
PAR physicians (including the 80 percent from Medicare
ont copayment) are set at 96 percent of
ved amounts for PAR physicians, but non-
can charge more than the Medicare-approved
ximurm amount that non-PAR physicians can
ligned claims is called the limiting charge.

as PAR physicians, particularly in light of collection costs, bad
debts and claims for which they do accept assignmert. The
95 percent payment rate is not based on whether physicians
accept assignment on the claim, but whether they are PAR
physicians. When non-PAR physicians accept assignment for
their low-income or other patients, their Medicare-approved
amounts are still 95 percent of the approved amounts paid to

Medicare participation

PAR physicians agree to take assignment on all Medicare
claims, whieh means physicians must accept Medicare’s
approved amount (which is the 80 percent that Medicare
pays plus the 20 percent patient copayment) as payment in
full for all covered services for the duration of the calendar
year. The patient or the patient's secondary insurer is

still responsitie for the 20 percent copayment, but the
physician cannot bill the patient for amounts in excess of
the Medicare allowance.

‘While PAR physicians must accept assignment on all
Medicare claims, Medicare participation agreements do not
require physician practices to accept every Medicare patient
who seeks treatment from them.

Medicare provides several incentives for physicians to
jparticipate:

» The Medicare approved amount for PAR physicians is
5 percent higher than the Mediicare approved amourtt
for non-PAR physicians

» Directories of PAR physicians are provided to senior
citizen groups and individuals who request them

» Cartiers provide tol-free claims processing lines to
PAR physicians and process their claims more quickly
than non-PAR physicians.
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Private contracting

Provisions in the Balanced Budget Act of 1997 set the
terms for physicians and their Medicare patients to privately
contract for health care services outside the Medicare
system. However, private contracting decisions may
not be made on a case-by-case or patient-by-patient
basis. Once physicians have opted out of Medicare,
they cannot submit claims to Medicare for any of their
patients for a two-year period.

A physician who has not been legally excluded from
providing Medicare services may, however, order, certify or
refer a beneficiary for Medicare-covered items and services,
as long as the physician is not paid, directly or indirectly,

for such services {except for emergency and urgent care
senvices). For example, if a physician who has opted out

of Medicare refers a patient for services, such as durable
medical equipment or inpatient hospitalization, those
senvices would be covered by Medicare.

To privately contract with a Medicare beneficiary, a physician
must enter into a private contract that meets specific
requirements, as set forth in the sample private contract
included in this kit. In addition to the private contract, the
physician must also file an affidavit that meets certain
requirements, as contained in the sample affidavit, also
included in this kit.

There is a 90-day period after the effective date of
the first opt-out affidavit during which physicians may
revoke the opt-out and return to Medicare as if they
had never opted out.

AMA efforts to change contracting law

Emergency and urgent care services furnished
during the “opt-out” period

Physicians who have opted out of Medicare under the
Medicare private contract provisions may furnish emergency
care sefvices or Lrgent care services to a Medicare
beneficiary with whom they have previously entered into a
private contract so long as the physician and beneficiary
entered into that contract before the onset of the emergency
medical congition o Urgent medical condition. These senices
would be furnished under the terms of the private contract.

Physicians who have opted out of Meclicare under the:
Medicare private contract provisions may also furnish
emergency or urgent care services to a Medicare beneficiary
with whomn they have not previously entered Into a private
contract, provided the physician:

¥ Submits a claim to Medicare in accordance with Medicare
payment requirements and other Medicare instructions
(including but not limited to complying with proper
coding of emergency or urgent care senices fumished
by physicians and practitioners who have opted out of
Medicare)

Collects no more than the Medicare limiting charge, in the
case of a physician (or the deductible and coinsurance, in
the case of a practitioner)

Note that a physician who has been excluded from Medicare
must comply with Medicare regulations relating to scope
and effect of the exclusion when the physician fumishes
emergency services to beneficiaries, and the physician may
not bill and be paid for urgent care services.

Current law places a number of restrictions on private contracting, but the AMA is
working to change the law to establish an option that would allow patients to continue
using their Medlicare benefits while freely contracting with physicians for Medicare

services without restrictions




Option #1

Sign a participation
(PAR) agreement
and accept

www.ama-assn.org/go/

Medicare participation
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) / — PAR physicians agree to take assignment on all Medicare
e I ‘ a r e S a O We g > claims, which means physicians must accept Medicare’s
. \ approved amount (which is the 80 percent that Medicare

pays plus the 20 percent patient copayment) as payment in
full for all covered services for the duration of the calendar

E o “ year. The patient or the patient's secondary insurer is
i 2 L 4 4 still responsible for the 20 percent copayment, but the
/ physician cannot bill the patient for amounts in excess of
the Medicare allowance.
[ ] [ ] " While PAR physicians must accept assignment on all
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Medicare patients £ >

5 percent higher than the Medicare approved amount
for non-PAR physicians

» Directories of PAR physicians are provided to senior
cilizen groups and individuals who request them.

» Carriers provide toll-free claims processing lines to
PAR physicians and process their claims more quickly
than non-PAR physicians.




The Participation Agreement

MEDICARE
PARTICIPATING PHYSICTAN OR SUPPLIER AGREEMENT

Physician or Supplier
Name(s) and Address of Participant™ Identification Code(s)™

The above named person or organization, called "the participant,” hereby enters into an agreement
with the Medicare program to accept assignment of the Medicare Part B payment for all services for
which the participant is eligible to accept assignment under the Medicare law and regulations and
which are furnished while this agreement is in effect.

1. Meaning of Assignment - For purposes of this agreement. accepting assignment of the
Medicare Part B payment means requesting direct Part B payment from the Medicare program.
Under an assignment, the approved charge. determined by the Medicare carrier, shall be the full
charge for the service covered under Part B. The participant shall not collect from the beneficiary or
other person or organization for covered services more than the applicable deductible and
coinsurance.




Option #2

Elect non-
participation (non-
PAR), which permits
physicians to make
assignment
decisions on a case-
by-case basis and to
bill patients for more
than the Medicare
allowance for
unassigned claims

Non-participation in Medicare

Medicare-approved amounts for services provided by non-
PAR physicians (including the 80 percent from Medicare

plus the 20 percent copayment) are set at 95 percent of
Medicare-approved amounts for PAR physicians, but non-
PAR physicians can charge more than the Medicare-approved
amount. The maximum amount that non-PAR physicians can
charge for unassigned claims is called the limiting charge.

Limiting charges for non-PAR physicians are set at 115 percent
of the Medicare-approved amount for nen-PAR physicians.
However, because Medicare-approved amounts for non-PAR
physicians are 95 percent of the rates for PAR physicians, the
15 percent limiting charge is effectively only 9.25 percent above:
the PAR-approved amounts for the senvices.

With the possibility of combined cuts equaling approximately
30 percent by Jan. 1, 2011, many physicians may consider
balance biling an extra 9 percent as one means of helping
close the gap between the current and the new 2011
payment amounts.

When considering whether to be non-PAR, however,
physicians should consider whether their total revenues from
Medicare—including amounts the program pays, patient
copays and balance biling—would exceed their tolal revenues

as PAR physicians, particularly in light of collection costs, bad
debts and claims for which they do accept assignment. The
95 percent payment rate is not based on whether physicians
accept assignment on the claim, but whether they are PAR
physicians. When non-PAR physicians accept assignment for
their low-income or other patients, their Medicare-approved
amounts are still 95 percent of the approved amounts paid to
PAR physicians for the same senvice.

Non-PAR physicians would need to collect the full
limiting charge amount approximately 35 percent

of the time they provide a given service in order for

the revenues from the service to equal those of PAR
physicians for the same service. If they collect the full
limiting charge for more than 35 percent of the services
they provide, their Medicare revenues will exceed those
of PAR physicians.

Assignment acceptance, for either PAR or non-PAR
physicians, also means that the Medicare carrier pays

the physician directly for the 80 percent Medicare payment.
When it comes to unassigned claims, even though the
physician is required to submit the claim to Medicare,

the program pays the patient and the physician must then
collect the entire amount for the service from the patient.

Example: A service for which Medicare fee schedule amount is $100

Payment arrangement Total payment rate
PAR physician 100% Medicare fee schedule = $100

Nen-PAR/assigned claim 5% Medicare fee schedule = $95

Non-PAR/unassigned claim Limiting charge of 115% of 95% Medicare fee
schedule (effectively, 109.25%) Medicare fee
schedule = $109.25

Amount fram Medicara Payment amount from patient
$80 (80%) carrier direct $20 (20%) paid by patient or supplemental insurance:
o physician fe.g., Medigap)
§76 (BO%) carrier direct $19 {20%) paid by patient or supplemental insurance
o physician {e.0., Medigap)
$76 (80%) paid by carrier o patient -+ $19 {20%) paic
by patient or supplemental insurance + 514,26
balance bill paid by patient

s can estimate how much i




Non-PAR Considerations

Some hospitals and health plans may either
require Medicare participation or prohibit
palance billing of Medicare patients

-lve states have laws placing restrictions on
palance billing of Medicare patients, although
not all are blanket prohibitions on the practice

Vermont Ohio
Massachusetts Pennsylvania
New York




Calculating Par and Non-Par Rates




Medicare calculator




Option #3

Become a private
contracting physician,
agreeing to bill patients
directly and forego any
payments from Medicare
to their patients or
themselves. To become
a private contractor,
physicians must give 30-
days notice before the
first day of the quarter
the contract takes effect.




Sample affidavit

Physicians who opt out
of Medicare are required
to file an affidavit with
their Medicare carrier

AMA kit provides a
sample affidavit that
meets the Medicare
legal requirements




Sample contract

Once the affidavit has
been filed, physicians
who are opting out need
to develop private
contracts with each
Medicare patient

AMA kit contains a
sample private contract




Sample letter #1

When physicians
change Medicare status,
patients may be
surprised and confused

A letter to patients well
ahead of the effective
date can help explain
why the change is being
made




Sample letter #2

Choosing to opt out of
Medicare altogether and
privately contract with
patients is an even
bigger change




Sample letter #3

Even physicians who do
not change their status
with the Medicare
program may need to
stop taking new
Medicare and TRICARE
patients due to the
pending cuts




Phone script

In addition to informing
current patients that the
practice is not accepting
new Medicare patients,
a phone script for office
staff can help them
explain what’s
happening when
Medicare patients call
seeking an appointment
as a new patient




2011 Medicare Changes

Reporting sample for Physician Quality
Reporting Initiative (PQRI) to be reduced to
50% from 80%

Electronic prescribing incentive payments
based on 25 claims, not 50% of claims

Changes to Geographic Practice Cost
Indexes (GPCIs) due both to Affordable Care
Act and regular every-3-years update

Bonus payments for primary care and general
surgery




AMA PATH ™: Calculate Your
Financial Impact

Introductory offer
for access through Dec. 31, 2011:

AMA Member: $224*
Non-member: $299*

*offer valid through Dec. 31, 2010

WWWw.ama-assn.org/go/amapath

or
(800) 621-8335




For More Information:
* Medicare options Kkit:

* WWW.ama-assn.org/go/medicareoptions
* Provide feedback on the Kkit:
* medicareoptions@ama-assn.org

* Medicare payment Kit:

e WWW.ama-
assn.org/go/medicarepaymentkit

 Sign up for HSR Insight:

* www.hsreform.org

 Sign up for practice management alerts:
e WWW.ama-assn.org/go/pmalerts
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Cecil B. Wilson, MD
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