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DATE: October 16, 1991

TO: LEGISLATIVE RULE-MAKING REVIEW COMMITTEE Y
FRCM: Taunja Willis Miller, Secretary, Department of Health and Human Resources

LEGISLATIVE RULE TITLE: Implementation of Ommibus Health Care Act Payment Provisions

t. Authorizing statute(s) citation W. Va. Code §16-29D-7

2, a. Date filed in State Register with Notice of Hearing:

Aungqust 30, 1991

b. What other notice, including advertising, did you give
of the hearing?

None.
c. Date of hearing(s): October 1, 1991
d. dttach list of persons who appeared at hearing, comments

recelved, amendments, reasons for amendments.
Attached X B No comments received

e. Date you filed in State Register the agency approved
proposed Legislative Rule following public hearing:
{be exact)

November 6, 1991

£. Name and phone number{s) of agency person{s) to contact
for additional information:

David P. Lambert, General Counsel
Public Employees Insurance Agency

348-7850, Ext. 225




3. If the statute under which you promulgzted the submitted
rules requires certain findings and determinations to be
made as a condition precedent to thelir promulgation:

a.

Give .the date upon which you filed in the State
Register a riotice of the time and place of a
nearing for the taking of evidence and a general
description of the issues to be decided.

N/A. The Advisory Committee created by W. Va.

§16-29D-7 was consulted and recommended promulgation.

Date of hearing: N/A.

On what date did you file in the Stafe Register the
findings and determinations required together with
the reasons therefor?

N/A.

Attach findings and determinations and reasons:

Attached N/A.
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FROM: Taunja Willis Miller, Secretary, Department of Health and Human Resources

LEGISLATIVE RULE TITLE: Implementation of Omnibus Health Care Act Payment Provisions

1. Authorizing statute(s) citation W. Va. Code §16-29D-7

2. a. Date filed in State Register with Notice of Hearing:

August 30, 1991

o. What other notice, including advertising, did you give
of the hearing?

None. -
e, Date of hearing{s): October 1, 1991
d. Attach list of persons who zppeared at hearing, comments

recelved, amendments, reasons for amendments.
Attached X 7 No comments received

e. Date you flled in State Register the agency approved
proposed Legislative Rule following public hearing:

{be exact)

November 6, 1991

L. Name and phone number{s) of agency person(s) to contack
for additional information:

David P. Lambert, General Counsel
Public Employees Insurance Agency

348-7850, Ext. 225




69 CSR 3

TITLE 69
LEGISLATIVE RULES
DEPARTMENT OF HEALTH AND HUMAN RESOURCES

SERIES 3
IMPLEMENTATION QF OMNIBUS HEALTH CARE ACT PAYMENT PROVISIONS

§69~-3-1. General

i,1. Scope. =~ This legislative rule implements those provisiens of the
Omnibus Health Care Act, W. Va. Code §16-29D-1 et seq., 1985, which relate to the
establishment of a maximum reasonable and customary fee schedule by the Public
Employees Insurance Agency, 2 divisgion of the West Virginia Department of
Administration, and to other reimbursement provisions,

1.2. Authority. -- W. Va. Code §16-29D=7.
1.3. Pfiling Date. =--

1.4. ffective Date. =-=-

t¥)

§69-3-2. Definitions

2.1. The following words and phrases as used in these rules, unless a
different meaning is clearly indicated by the context, shall have the meanings
stated below.

2.2. fThe "Act" means the Omnibus Health Care Act which is codified at W.
Va. Code §16-29D=1 et seqg, as amended,

2.3, vClaims administrator" means the third party claims administrator for
the PEIA, which developed the maximum allowable fee schedule summarized in this
rule. i i

2.4, "CPT=4 Codes™ means the listing of current medical procedure
terminologies developed by the BARmerican Medical Association and used by
physicians and other medical providers to describe individual services provided
to patients for billing and cother deocumentary purposes.

2.5. “HIAA"™ means the Health Tnsurance Association of America.

2.6, "Legitimate uncontested invoice” means a claim for payment for
medical services delivered to a beneficiary of a department or division subject
to the Act, received by that department or division in a manner preacribed and
with all information, whether from the provider, beneficiary, or other third-
party payor, stipulated by that department or division, and for which there is
ne action necessary for ccordination 6f benefits, subrogation or other good cause
to establish the legitimacy of the <laim.

2.7. VOPEIA" means the Public Employees Insurance Agency.




2.8. “Secretary" means the Secretary of the West Virginia Department of
Health and Human Resources.

§69=-3-3, Purpose

3.1, The.-purpcse of this rule is to summarize the methcdology used by the
PEIR's claims administrator to develop a maximum allowable fe2e schedule. The
PEIA will use this schedule to reimburse physicians and other health cars
providers who bill according to CPT~4 Codes for services provided to 2»II

insureds. This maximum allowable fee schedule will replace the sightieth {80th)
percentile mazimum fee schedule previously used by the PEIA, which was developed
uging 1528 PEIA «laims data., Hospitals and cther institutional providers will
not be reimbursed according to the fee schedule summarized in this rule, but will
ke paid based on separate maxaimum institution-specific rates established by the
PEIA.

2.2. BAadoptioen and adjustment ¢f the maximum fee schedule by the PETA shall
ke accomplished through changes to the current PEIA financial plan or group
penefit plan, as reguired, and not threugh this rule. This rule is being
promulgated to comply with W. Va. Code §16-29D-7, which directs the Secretary to
promulgate rules to implement the Act, and provides that methodologies Zfeor
determination of rates, payments and schedules are subiect to legislative rule-
making procedures {but that the actual rates, payments and schedules are not).

3.3. This rule alse interprets the provisiens of W. Va. Code §16=29D=3(1)
relating to prompt payment to a health care provider on or after September 1,
1585, for the purchase of health care or health care serviges by the PEIA, the
division of rehabilitation services and the workers' compensation commissioen.

3.4. This rule is toc be read together with the PEIA group benefit plan
document and the PEIA financial plan.

§65-3-4. Methodology

4.1. This section summarizes the methodeleogy employved to develor the
maximum alleowable fee schedule. This rule does not attempt fo delineate every
task, step, computer function or calculation invelved in establishing the fee
schedule, but rather provides an overview of the major steps involved,

4.2. The mazximum allowable fee schedule was developed from claims data
submitted by West Virginia health carz providers to the HIAA during the pericd
Januvary 1, 1990 through June 30, 1961.

4.3. HIAA claims data for West Virginia is divided by zip code inteo six
gecgraphic areas. For each area, the data is sorted by CPT-4 Codes,

4.4, Within each area, for each CPT-4 Code, HIAA ranks the c¢laims from
lowest to highest charge. HIAA calculates the fiftieth (50th), sixtieth (80th),
seventieth {70th), seventy-fif+h {75th), and eightieth {80th) percentile charges
{as well as other percentiles) for sach CPT-4 Code within each area.

4.5. As an illustration of how these percentiles are calculated, assume
that a routine office wvisit to a physician is represented by CPT-4 Code "A."
Assume that the geographic areas into which HIAR separates West Virginia claims




data ars represented by "1" through "6." For. area "1," HIAA rapks all clainms
submitted by providers in that area for CPT-4 Code "A" from lowest charge to
highest charge., The seventy~-fifth (75th} percentile for {PT-4 Code "A" in area
"i" is that charge level at which the charges for seventy~five percent (75} of
the claims submitted are equal %f¢ or below. In this same manner, a geparate
seventy-£ifth (75th) percentile charge for CPT~4 Code "A" is calculated for each
of the six geographic areas.

4.6. The claims administrator then calculated a statewide or *blended"
weighted average fiftieth (50th), sixztieth (60th), seventieth (70%th), seventy-
£ifth (75th), and eightieth (80th) pvercentile charge for each CPT~4 Code from the
percentile charges for each of the six geographic areas. In caleculating the
average, the percentile charge for each area was weighted by the number of claims
for that CPT-4 Code contained in the claims data for that area. For example, the
blended fiftieth (50th} pexcentile charge for a particular CPT-4 Ccde was
calculated by taking an average of the fiftieth (50th) percentile charges for
that code for each of the six areas, weighted by the number of ¢laims for that
code performed in each area.,

4.,7. For some CPT-4 Codes, an insufficient number of West Virginia claims
existed to enable HIAA to calculata percentile charges. In these ingtances, the
claims administrator used percentile charges from an urban area in one of the
following neighbor states: Maryland, Pennsylvania, ©Chic, Xentucky, North
Carclina. The claims adminisgtrator adopted charges from the first of the above
states, in the order listed, to have sufficient claims for the particular CPT-4
Code, For example, i1f insufficient data existed for West Virginia for a
particular ccde, the claims administrator locked to Marvland. If insufficient
data existed for Maryland, the claims administrator then looked to Pennsylvania,
and so on.

4.8, TFor scome CPT-4 Codes, the claims administrator could not establish
percentile charges due to insufficient data even after locking tec neighboring
states. Por these infrequently-performed procedures, an identifier was assigned
to indicate ne maximum fee hag been calculated., A maximum fge will be calculated
when and if the PEIA or HIAA recelves a sufficient number of claims to calculate
a maximum fee.

4.9, After establishing percentile charges according to subsections 4.6
through 4.7 above, for all those CPT-4 Codes for which such percentiles could ke
¢alculiated, the claims administrator then determined which percentile level, if
applied to all CPT-4 Codes, would vield approximately the same total
reimbursement as that actually paid by the PEIA for the same period, under the
eightieth (80th)} percentile maximum fee schedule developed from 1988 PEIA claims
data, as adjusted by the PEIA Pinance Board. The claims administrator determined
that the seventieth (70th) percentile level would yield approximately the same
total reimbursement (i.e., be "budget neutral®).

4,10, The PEIA plans to establish initially its maximum allowable fees at
the seventieth {70th) percentile level as calculated according to this
subsection. The PEIA may at some future date adiust these fees, without further
amendment of thisz rule, by: {1} adopting a different percentile level; (2)
recaleulating the percentiles using more recent HIARA claims data; or (3) making
guch other changes, not affecting the basic methocdology, asz may be reguired by
the PEIA Finance Boazd.




§69-3-5, Proprietary Nature of Fees

E.1. Consistent witih W. Va. Code §16~29D=7 and W. Va. Code §5-16-18, the

actual fee schedule({s} used by <the PEIA, and any other information or
calculations which would identify such fee schedule{s), are not subject to the
rule-making procedures c¢f the West Virginia Administrative Procedures Act, W. Va.
Code §29A-1-1 2% seqg. Such fas schedule(s) and related identifying information
are proprietary in nature, and will not be published or released by the Secretary
or the PEIA, in order to protect and preserve competition among health care

providers who may become subject to such schedulels).

§69=-3-6., Prompt Payment

6.1. The PEIA, the division of rehabilitation services and the workers'
compensation commission shall cause to be issued, within sixtyv-five (65) days
after actual receipt by the agency of a legitimate uncontested invoice, a state
¢heck in payment £for health care or health care services delivered to the
respective beneficiaries of such agencies on or after September 1, 1889.

6.1.1, If o state check is issued more than sixty-five (65) days after
actual receipt by the agencey of a legitimate uncontested inveice, the agency
shall pay interest, at the current rate, as determined according to subsection
8§,1.1.1., calculated from the sixtv-sixth (86th) day after such invoice was
actually received by the division or agency up te and including that date on
which the state check is mailed to the vendor.

6.1.1.1. The current rate of inferest will be determined by the state tax
commissioner under the provisions of W. Va. Code §11-10-17(a},

6.1.1.2. Each division or agency shall record by electronic or other means
the actual date of receipt on all invoices received, and, if different, the date
on which each invoice is deemed to be legitimate and uncontested.




SUMMARY OF PUBLIC COMMENT

On Octeber 1, 1981, the Public Employges Insurance Agency, on behalf of the
W. V. Department of Health and Human Resources, conducted a public hearing to
receive oral and written comments on proposed amendmenis to legislative rules entitled
"Impiementation of Omnibus Health Care Act Payment Provisions,” Title 68 C.S.R.
Series 3.

OCne person appeared, Mr. George Rider, Executive Direcior of the West Virginia
State Medical Association. Mr. Rider oifered two oral comments. These are
summarized, together with the agency response, below.

Mr. Rider's first comment was the {cllowing question: [f the new fee schedule is
budget-neutral, as represented, and the fees for ceriain health care services have been
adjusted upward, dces this not mean that other fees had t¢ be adjusted downward?

In response, the PEIA did state that the new fee schedule was designed to be
"budget-neutral.” This comment was made in a "Statement of Facts and Circumstances
Constituting An Emergency," which was filed with the proposed amendments to this rule
when they were promulgated as an emergency rule. The Staiement aisc indicaied that
"[flees for certain health care services, mest especially primary care services, are now tco
low." This sentence suggested, correctly, that fees for these primary care services would
increase. — - : o S :

However, in answer tc Mr. Rider's questicn, increasing these specific primary care
fees does not mean that other fees must be decreased. The reason is that the new fee
schedule is not completely budget-neutral, despite the comment in the Statement. The
new fee schedule, as g whole, was calculated (according to the methodology described
in the rule) to be budgeti-neutral. [n cther words, the new fees were established at that
percentile of Health Insurance Association of America ("HIAA") charge data that would
result in no greater expenditure of PEIA dollars.

However, subsequent o this, a few select fees were adjusted upward. This is
because the PEIA had already discovered that these fzes were 100 low and were creating
problems of access to care; the PEIA had already commitied to health care providers that
these fees would be increased to a certain level.

Consequently, increasing these select fees after the new schedule was calculated
will require additional claims dollars. It will not result in the adjusiment dewnward of any
other fees to offsei the increased cosis of these upward adjustments.




Mr. Rider's second comment was ic ask whether the new fee schedule is, in
reality, a first step toward implementation of a Rescurce Based Relative Value Scale
("RBRVS") reimbursement system. In asking this question, Mr. Rider assumed that
certain fees had been adjusted upward and certain cthers had been adjusted dewnward.

Again, for the same reasons stated in response to Mr. Rider's first inguiry, the
answer is no. Without getting into the details of what constitutes an RBRVS system, it
is generally assumed that under such a system that fees for some primary care services
will increase and the fees for certain specially services will decrease. As noied, in the
present case, the PEIA made no conscious effort te adjust upward or downward any fees
other than the few select primary care fees which were increased for the reasons
previcusly discussed. Specifically, there was no corresponding decrease in fees for
specialily services.

Moreover, there was no attempt to determine the "relative value" of different types
of medical services. As stated earlier, the new maximum fees were set al a percentile
of HIAA charges. The fees for all types of services were set at the same percentile
(70th). The fees for a small number of services were then adjusted upward to refiect the
prior cocmmitment te providers as indicated.

Mr. Rider's comments were in response to the PEIA’s "Statement,” and the agency

appreciates this cpportunity te clarify the Statement. With this clarification, there is no
need to amend the rules as criginally preposed.

Public Employees Insurance Agency




