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Transmittal 67 Date: MARCH 9, 2007
Change Request 5535

Subject: 2007 Update to the End Stage Renal Disease Composite Payment Rates

I. SUMMARY OF CHANGES: Section 1881(b) of the Social Security Act, as amended by section 623 of
the Medicare Modernization Act, directed the Secretary to make a number of revisions to the composite rate
payment system, as well as payment for separately billable drugs furnished by ESRD facilities.

For services furnished on or after January 1, 2006, and before April 1, 2007, the current composite rate
component of the basic case-mix adjusted system for dialysis services remains unchanged.

On December 20, 2006, the Tax Relief and Health Care Act (TRHCA) of 2006 was enacted. The TRHCA
increased the amount of the composite rate component of the basic case-mix adjusted system by 1.6 percent
for services furnished on or after April 1, 2007.

Using the updated composite payment rates, the updated drug add-on adjustment is 14.3 percent. The
inflation adjustment of 0.5 percent is unchanged. Therefore, the total drug add-on adjustment for services
on or after April 1, 2007, is 14.9 percent.

New / Revised Material
Effective Date: April 1, 2007
Implementation Date: April 2, 2007

Disclaimer for manual changes only: The revision date and transmittal number apply only to red
italicized material. Any other material was previously published and remains unchanged. However, if this
revision contains a table of contents, you will receive the new/revised information only, and not the entire
table of contents.

I1. CHANGES IN MANUAL INSTRUCTIONS: (N/A if manual is not updated)
R=REVISED, N=NEW, D=DELETED

R/N/D CHAPTER/SECTION/SUBSECTION/TITLE
R 11/30.5.1/New ESRD Composite Payment Rates

I1l. FUNDING:
No additional funding will be provided by CMS; contractor activities are to be carried out within their FY
2007 operating budgets.

IV. ATTACHMENTS:

Business Requirements
Manual Instruction

*Unless otherwise specified, the effective date is the date of service.



Attachment - Business Requirements

| Pub. 100-02 | Transmittal: 67 | Date: March 9, 2007 | Change Request: 5535

SUBJECT: 2007 Update to the End Stage Renal Disease (ESRD) Composite Payment Rates
Effective Date: April 1, 2007

Implementation Date: April 2, 2007

I.  GENERAL INFORMATION

A. Background: Section 1881(b) of the Social Security Act, as amended by section 623 of the Medicare
Modernization Act, directed the Secretary to make a number of revisions to the composite rate payment system,
as well as payment for separately billable drugs furnished by ESRD facilities.

For services furnished on or after January 1, 2006, and before April 1, 2007, the current composite rate
component of the basic case-mix adjusted system for dialysis services remains unchanged.

On December 20, 2006, the Tax Relief and Health Care Act (TRHCA) of 2006 was enacted. The TRHCA
increased the amount of the composite rate component of the basic case-mix adjusted system by 1.6 percent for
services furnished on or after April 1, 2007.

Effective April 1, 2007, the base composite payment rates will be increased to $132.49 for independent ESRD
facilities and $136.68 for hospital-based ESRD facilities. CMS has also updated the wage adjusted composite
rate table that reflects the MSA-based (“old”’) wage data for purposes of calculating the blended wage-adjusted
base payment rates for CY 2007. (Table attached.)

In addition, because the drug add-on adjustment is determined as a percentage of the composite rate, it was
necessary to adjust the drug add-on adjustment to account for the 1.6 percent increase in the composite rate to
ensure that the total dollars allocated from the drug add-on adjustment remains constant. Using the updated
composite payment rates, the updated drug add-on adjustment is 14.3 percent. The inflation adjustment of 0.5
percent is unchanged. Therefore, the total drug add-on adjustment for services furnished after April 1, 2007, is
14.9 percent.

B. Policy: Upon implementation of this instruction, the following changes will be applied to the composite
rate payment for all Medicare certified ESRD facilities:

For services performed on or after January 1, 2006, and before April 1, 2007, the current composite payment
component remains unchanged.

Base composite rates will be adjusted to include an increase of 1.6 percent and the drug add-on factor is
changed to 14.9 percent for services furnished on or after April 1, 2007.



1. BUSINESS REQUIREMENTS TABLE

Use ““Shall” to denote a mandatory requirement

Number Requirement Responsibility (place an “X” in each applicable
column)
A|D|F|C|D]|R Shared-System OTHER
/ M| A[M]|H Maintainers
B E R E H = M|V I|cC
RIRIT 11 |c|M|wW
M| M I|C S|s|s|F
A|A E S
c|C R
5535.1 Medicare systems shall install the revised ESRD X
Pricer software module for claims with dates of
service on or after April 1, 2007.
5535.2 Medicare systems shall update the base composite ESRD
rate payment by 1.6% for claims with dates of Pricer
service on or after April 1, 2007.
5535.3 Medicare systems shall update the drug add-on to ESRD
14.9% for claims with dates of service on or after Pricer

April 1, 2007.

PROVIDER EDUCATION TABLE

Number | Requirement Responsibility (place an “X”” in each applicable
column)
A|D|F|C|D]|R Shared-System OTHER
/[ M| I |A|M]|H Maintainers
B | E RIE|H|F|MI|V]|C
RIRIT 1| (c|M|wW
M| M I|C S|s|s|F
A|A E S
c|C R
5535.4 | A provider education article related to this instruction X X

will be available at
http://www.cms.hhs.gov/MLNMattersArticles/ shortly
after the CR is released. You will receive notification

listserv.

of the provider education article. In addition, the
provider education article shall be included in your
next regularly scheduled bulletin. Contractors are free
to supplement MLN Matters articles with localized
information that would benefit their provider
community in billing and administering the Medicare
program correctly.

of the article release via the established "MLN Matters"

Contractors shall post this article, or a direct link to this
article, on their Web site and include information about
it in a listserv message within 1 week of the availability



http://www.cms.hhs.gov/MLNMattersArticles/

IV.  SUPPORTING INFORMATION

A. For any recommendations and supporting information associated with listed requirements, use the
box below:
Use "Should" to denote a recommendation.

X-Ref Recommendations or other supporting information:
Requirement
Number

B. For all other recommendations and supporting information, use this space:
V. CONTACTS
Pre-Implementation Contact(s):

For Policy Issue Contact(s): Lisa Hubbard (410) 786-5472
For Billing Issues Contact(s): Wendy Tucker (410) 786-3004

Post-Implementation Contact(s):

For Policy Issue Contact(s): Lisa Hubbard, (410) 786-5472
For Billing Issues Contact(s): Wendy Tucker (410) 786-3004

V1. FUNDING

A. For Fiscal Intermediaries, Carriers, and the Durable Medical Equipment Regional Carrier (DMERC),
use only one of the following statements:

No additional funding will be provided by CMS; contractor activities are to be carried out within their FY 2007.
operating budgets.

B. For Medicare Administrative Contractors (MAC), use the following statement:

The contractor is hereby advised that this constitutes technical direction as defined in your contract. CMS does
not construe this as a change to the Statement of Work (SOW). The contractor is not obligated to incur costs in
excess of the amounts allotted in your contract unless and until specifically authorized by the contracting
officer. If the contractor considers anything provided, as described above, to be outside the current scope of
work, the contractor shall withhold performance on the part(s) in question and immediately notify the
contracting officer, in writing or by e-mail, and request formal directions regarding continued performance
requirements.

Attachment
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127.15
149.73
127.15
130.82
135.92
127.90
137.39
142.52
138.65
127.15
139.45
134.10
127.15
133.10
140.80

127.94
136.29

134.90
130.29
137.83
129.30
133.06
128.48
133.32
139.76
147.12
132.02
129.58
144.93
130.20
134.51
134.81
137.14
145.67
138.91
129.33
132.25
135.44
137.25
145.42
131.23
127.15
129.06
146.62
150.62



7400
7440
7480
7485
7490
7500
7510
7520
7560
7600
7610
7620
7640
7680
7720
7760
7800
7840
7880
7920
8003
8050
8080
8120
8160
8200
8240

8280
8320
8360
8400
8440
8480
8520
8560
8600
8640
8680
8720
8725
8750
8760
8780
8800
8840
8920
8940
8960
9000
9040
9080
9140
9160
9200
9243

SAN JOSE

SAN JUAN

SANTA BARBARA-LOMPOC
SANTA CRUZ

SANTA FE

SANTA ROSA-PETALUMA
SARASOTA

SAVANNAH
SCRANTON-WILKES BARRE
SEATTLE

SHARON

SHEBOYGAN
SHERMAN-DENISON
SHREVEPORT

SIOUX CITY

SIOUX FALLS

SOUTH BEND-MISHAWAKA
SPOKANE

SPRINGFIELD
SPRINGFIELD
SPRINGFIELD

STATE COLLEGE
STEUBENVILLE-WEIRTON
STOCKTON

SYRACUSE

TACOMA

TALLAHASSE

TAMPA-ST PETERSBURG-
CLEARWATER

TERRE HAUTE
TEXARKANA

TOLEDO

TOPEKA

TRENTON

TUCSON

TULSA

TUSCALOOSA

TYLER

UTICA-ROME
VALLEJO-FAIRFIELD-NAPA
VANCOUVER

VICTORIA
VINELAND-MILLVILLE-BRIDGETON
VISALIA-PORTERVILLE
WACO

WASHINGTON
WATERLOO-CEDAR FALLS
WAUSAU

WEST PALM & DELRAY BEACH
WHEELING

WICHITA

WICHITA FALLS
WILLIAMSPORT
WILMINGTON
WILMINGTON
WORCESTER-LEOMINSTER
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151.07
131.68
143.63
145.18
134.00
151.07
136.24
133.91
137.97
141.28
136.34
133.45
131.68
137.53
136.74
134.83
134.33
142.84
141.70
133.65
137.69
142.36
135.70
151.07
145.92
140.93
134.10

136.54
131.68
139.96
145.45
140.27
140.04
138.34
137.61
138.18
136.43
134.62
151.07
143.61
131.68
136.75
146.60
131.93
146.31
133.68
135.12
136.09
136.08
141.08
131.68
134.44
141.12
132.89
136.70

PO DD PHHDDPD P LD DPHDDPHPHDHPHHBHH P R R A R A R T A R o o T e A T

150.38
127.15
139.95
141.60
129.64
150.29
132.03
129.53
133.89
137.43
132.13
129.04
127.15
133.40
132.54
130.52
129.98
139.10
137.87
129.25
133.56
138.58
131.46
149.74
144.28
137.04
129.72

132.34
127.15
136.00
141.88
136.36
136.07
134.26
133.47
134.10
132.22
130.29
150.90
139.90
127.15
132.55
145.01
127.41
142.81
129.28
130.83
131.87
131.86
137.22
127.15
130.11
137.26
128.43
132.51



9260
9280
9320
9340

YAKIMA

YORK
YOUNGSTOWN-WARREN
YUBA CITY

LR A o ]

136.51
136.72
141.68
141.44

B B BB

132.31
132.53
137.85
137.59



30.5.1 - New ESRD Composite Payment Rates
(Rev. 67, Issued: 03-09-07, Effective: 04-01-07, Implementation: 04-02-07)

Congress has amended section 1881(b)(12) of the Social Security Act to provide for a 1.6
percent update to the ESRD composite payment rate, effective for dialysis treatment
furnished on or after January 1, 2006.

In addition, because the drug add-on adjustment is determined as a percentage of the
composite rate, it was necessary to adjust the drug add-on percentage to account for the
1.6 percent increase in the composite payment rate in order to ensure that the total dollars
allocated from the drug add-on adjustment remains constant. Using the updated
composite payment rates, the updated drug add-on adjustment is 12.9 percent. The
inflation adjustment of 1.4 percent is unchanged. Therefore, the total drug add-on
adjustment to the composite payment rate for 2006 is 14.5 percent instead of the 14.7
percent.

For dialysis services furnished on or after January 1, 2007 through March 31, 2007, the
drug add-on inflation adjustment to the composite payment rate is 0 .5 percent. As a
result, the drug add-on adjustment to the composite payment rate for 2007 will increase
from 14.5 percent to 15.1 percent (1.145 x 1.005).

On December 20, 2006, the Tax Relief and Health Care Act (TRHCA) of 2006 was
enacted. The TRHCA increased the amount of the composite rate component of the basic
case-mix adjusted system by 1.6 percent for dialysis services furnished on or after April
1, 2007. As a result, beginning April 1, 2007, using the updated composite payment
rates, the updated drug add-on adjustment is 14.3 percent. The inflation adjustment of
0.5 percent is unchanged. Therefore, the total drug add-on adjustment for services
furnished on or after April 1, 2007 is 14.9 percent.
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