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DEPARTMENT OF HEALTH AND
HUMAN SERVICES

Health Care Financing Administration
42 CFR Parts 400, 405, 410, 411, 412,
413, 414, 415, 417, and 489
[BPD-827-FC]

RIN 0938-AG96

Medicare Program; Revisions to
Payment Policies and Adjustments to
the Relative Value Units Under the

Physician Fee Schedule for Calendar
Year 1996

AGENCY: Health Care Financing
Administration (HCFA), HHS.

ACTION: Final rule with comment period.

SUMMARY: This final rule revises various
policies affecting payment for physician
services including Medicare payment
for physician services in teaching
settings, the relative value units (RVUS)
for certain existing procedure codes,
and establishes interim RVUs for new
and revised procedure codes. The rule
also includes the final revised 1996
geographic practice cost indices.

The rule redesignates current
regulations on teaching hospitals, on the
services of physicians to providers, on
the services of physicians in providers,
and on the services of interns and
residents. This redesignation
consolidates related rules affecting a
specific audience in a separate part and,
thereby, makes them easier to use.

DATES: Effective Date: This final rule is
effective January 1, 1996, except part
415 which is effective July 1, 1996.

Comment Date: We will accept
comments on interim RVUs for new or
revised procedure codes identified in
Addendum C. Comments will be
considered if we receive them at the
appropriate addresses, as provided
below, no later than 5 p.m., February 6,
1996.

ADDRESSES: Mail written comments (1
original and 3 copies) to the following
address: Health Care Financing
Administration, Department of Health
and Human Services, Attention: BPD—
827-FC, P.O. Box 7519, Baltimore, MD
21207-0519.

If you prefer, you may deliver your
written comments (1 original and 3
copies) to one of the following
addresses:

Room 309-G, Hubert H. Humphrey
Building, 200 Independence Avenue,
SW., Washington, DC 20201,

or

Room C5-09-26, 7500 Security
Boulevard, Baltimore, MD 21244—
1850.

Because of staffing and resource
limitations, we cannot accept comments
by facsimile (FAX) transmission. In
commenting, please refer to file code
BPD-827—FC. Comments received
timely will be available for public
inspection as they are received,
generally beginning approximately 3
weeks after publication of a document,
in Room 309-G of the Department’s
offices at 200 Independence Avenue,
SW., Washington, DC, on Monday
through Friday of each week from 8:30
a.m. to 5 p.m. (phone: (202) 690-7890).

For comments that relate to
information collection requirements,
mail a copy of comments to: Allison
Herron Eydt, HCFA Desk Officer, Office
of Information and Regulatory Affairs,
Rm. 10235, New Executive Office Bldg.,
Washington, DC 20530.

Copies: To order copies of the Federal
Register containing this document, send
your request to: New Orders,
Superintendent of Documents, P.O. Box
371954, Pittsburgh, PA 15250-7954.
Specify stock number 069-001-00090-4
and enclose a check or money order
payable to the Superintendent of
Documents, or enclose your Visa or
MasterCard number and expiration date.
Credit card orders can also be placed by
calling the order desk at (202) 512—-1800
or by faxing to (202) 512—-2250. The cost
for each copy is $8. As an alternative,
you can view and photocopy the
Federal Register document at most
libraries designated as Federal
Depository Libraries and at many other
public and academic libraries
throughout the country that receive the
Federal Register.

Copies of the source files for this
document can also be purchased on
high density 3.5 inch personal computer
diskettes for $20.00. Send your request
to: Superintendent of Documents,
Attention: Electronic Products, P.O. Box
37082, Washington, DC 20013-7082.
Enclose a check or money order payable
to the Superintendent of Documents, or
enclose your Visa or MasterCard
number and expiration date. Credit card
orders for the diskettes can also be
placed by calling (202) 512-1530 or by
faxing to (202) 512-1262. The file
format on the diskettes is comma
delimited ASCII, Lotus 123, and
WordPerfect 5.1.

FOR FURTHER INFORMATION CONTACT:
Shana Olshan, (410) 786-5714 (for all
issues except those related to physician
services in teaching settings). William
Morse, (410) 786—4520 (for issues
related to physician services in teaching
settings).

SUPPLEMENTARY INFORMATION: In this
final rule, we provide background on

the statutory authority for and
development of the physician fee
schedule. We also explain in detail the
process by which certain interim work
RVUs are reviewed and, in some cases,
revised.

Section 1848(c)(2)(B) of the Social
Security Act (the Act) provides that
adjustments in RVUs resulting from an
annual review of those RVUs may not
cause total physician fee schedule
payments to differ by more than $20
million from what they would have
been had the adjustments not been
made. Thus, the statute allows a $20
million tolerance for increasing or
reducing total expenditures under the
physician fee schedule. We have
determined that net increases because of
changes in RVUs for codes reviewed as
part of a refinement process, the
addition of new codes to the fee
schedule, and the revisions in payment
policies would have added to projected
expenditures in calendar year 1996 by
approximately $140 million. Therefore,
it is necessary to adjust the physician
fee schedule conversion factors (CFs).
We have made the adjustments in such
a manner as to achieve budget neutrality
as we were best able to estimate. As a
result, the total projected expenditures
from the revised fee schedule are
estimated to be the same as they would
have been had we not changed the
RVUs for any individual codes or added
new codes to the fee schedule. We have
adjusted all CFs by a uniform
adjustment factor of 0.9964, which
results in a uniform reduction of 0.36
percent to the CFs for all services.

The CF is a national value that
converts RVUs into payment amounts.
There are three separate CFs: one for
surgical services, one for primary care
services, and one for nonsurgical
services other than primary care. The
CFs are updated annually.

Anesthesia services are paid
differently from other physicians’
services under the fee schedule.
Payment for anesthesia services is based
on base unit RVUs that are assigned to
each service and on time units that can
vary by procedure. The base and time
units are multiplied by an anesthesia-
specific CF, not the CFs used for
surgical, nonsurgical, or primary care
services.

This final rule also contains the
second half of the revisions to the
geographic practice cost indices (GPCIs).
Section 1848(e)(1)(c) of the Act requires
that the GPClIs be reviewed and, if
necessary, revised at least every 3 years.
The first review was required by 1995.
The first-half of the revision was
implemented in 1995. The second half,



