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MLN Matters® Number: MM7237 Related Change Request (CR) #: 7237 

Related CR Release Date: December 10, 2010 Effective Date:  January 1, 2011 

Related CR Transmittal #: R135BP Implementation Date:  January 3, 2011 

Implementation of Changes in End-Stage Renal Disease (ESRD) Payment for 
Calendar Year (CY) 2011 

Note: This article was updated on September 4, 2012, to reflect current Web addresses. All other 
content remains the same.  

Provider Types Affected 

Providers and suppliers submitting claims to Medicare contractors (Fiscal 
Intermediaries (FIs) and/or A/B Medicare Administrative Contractors (A/B MACs) 
for ESRD services provided to Medicare beneficiaries. 

Provider Action Needed 

SSTTOOPP  ––  IImmppaacctt  ttoo  YYoouu  
This article is based on Change Request (CR) 7237 which implements changes in 
End-Stage Renal Disease (ESRD) payment for Calendar Year (CY) 2011. 

CCAAUUTTIIOONN  ––  WWhhaatt  YYoouu  NNeeeedd  ttoo  KKnnooww  
CR 7237 implements the following changes in ESRD payment for CY 2011: 
a 2.5 percent increase to the ESRD composite rate portion of the blended 
payment amount, which results in a CY 2011 composite rate of $138.53 ($135.15 
x 1.025) [note: This 2.5 percent increase does not apply to the drug add-on 
adjustment to the composite rate]; a wage index adjustment to reflect the current 
wage data; a reduction in the wage index floor from 0.6500 to 0.6000, then after 
applying a budget neutrality of 1.056929, the wage index floor is 0.64320; a drug 
add-on adjustment of 14.7%; updated wage index values for the ESRD composite 
rate (to include the budget neutrality factor of 1.056929); and updated wage index 
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values for the ESRD Prospective Payment System (PPS) (which does not include 
the budget neutrality factor). 
 

GO – What You Need to Do 
See the Background and Additional Information Sections of this article for further 
details regarding these changes. 

Background 

The Social Security Act (Section 1881(b)(12)) as amended by the Medicare 
Prescription Drug Improvement and Modernization Act (MMA) of 2003 (Section 
623), resulted in the Centers for Medicare & Medicaid Services (CMS) making a 
number of revisions to the composite rate payment system, as well as payment for 
separately billable drugs furnished by End-Stage Renal Disease (ESRD) facilities. 
You can review the Social Security Act (Section 1881(b)(12)) at 
http://www.ssa.gov/OP_Home/ssact/title18/1881.htm and MMA Section 623 at 
http://aspe.hhs.gov/mits/text/titleVI/623.html on the Internet. 
The Social Security Act (Section 1881(b)(14)(F)) [as added by the Medicare 
Improvements for Patients and Providers Act of 2008 (MIPPA; Section 153(b)) and 
amended by the Affordable Care Act, Section 3401(h))] required that the 
composite rate portion of the blended payment amount be increased in CY 2011 
by the ESRD market basket percentage increase factor (the “ESRD market 
basket”).  
CR 7237 implements the following changes in ESRD payment for CY 2011: 
• A 2.5 percent increase to the ESRD composite rate portion of the blended 

payment amount, which results in a CY 2011 composite rate of $138.53 
($135.15 x 1.025) 
Note:  This 2.5 percent increase does not apply to the drug add-on adjustment 
to the composite rate; 

• A wage index adjustment to reflect the current wage data; 
• A reduction in the wage index floor from 0.6500 to 0.6000, then after applying 

a budget neutrality of 1.056929, the wage index floor is 0.64320; 
• A drug add-on adjustment of 14.7%; 
• Updated wage index values for the ESRD composite rate (to include the 

budget neutrality factor of 1.056929); and 
• Updated wage index values for the ESRD PPS (which does not include the 

budget neutrality factor). 
In addition to the updates listed above, there have been several changes that 
affect how payment is made to ESRD facilities beginning January 1, 2011. The 
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Social Security Act (Section 1881(b)(14)(E)(i)) requires a 4-year transition (phase-
in) from the current composite payment system to the ESRD PPS, and Section 
1881(b)(14)(E)(ii) requires ESRD facilities to make a one-time election to be 
excluded from the transition: 
• Electing to be excluded from

• Electing 

 the 4-year transition means that the ESRD 
facility would receive payment for renal dialysis services based on 100 percent 
of the payment rate established under the ESRD PPS, rather than a blended 
rate under each year of the transition based in part on the payment rate under 
the current payment system and in part on the payment rate under the ESRD 
PPS. 

to go through the 4-year transition means that (as of January 1, 
2011) the ESRD facility would be paid in the first year a blended amount that 
will consist of 75 percent of the basic case-mix adjusted composite payment 
system and the remaining 25 percent would be based on the ESRD PPS 
payment.  For further details regarding the ESRD PPS transition, see the MLN 
Matters® article related to CR 7064 (Transmittal R2033CP; dated August 20, 
2010). That article is at http://www.cms.gov/Outreach-and-
Education/Medicare-Learning-Network-
MLN/MLNMattersArticles/downloads/MM7064.pdf on the CMS website. 

 
For Calendar Year (CY) 2011, CMS will continue to update the basic case-mix 
composite payment system for purposes of determining the composite rate portion 
of the blended payment amount during the ESRD Prospective Payment System 
(PPS) 4-year transition (CYs 2011 through 2013). 

Additional Information 

The official instruction, CR 7237, issued to your FIs and A/B MACs regarding this 
change may be viewed at http://www.cms.gov/Regulations-and-
Guidance/Guidance/Transmittals/downloads/R135BP.pdf  on the CMS 
website. 
 
If you have any questions, please contact your FIs or A/B MACs at their toll-free 
number, which may be found at http://www.cms.gov/Research-Statistics-Data-
and-Systems/Monitoring-Programs/provider-compliance-interactive-
map/index.html on the CMS website. 
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