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Regulatory Burdens and Threats to Practice Viability

New Revenue Threats

General
· Overwhelming current and future budget deficits create compelling state and federal need to cut medical costs
· New federal, state and commercial efforts  to “bend the cost curve” through bundled payment or other methods to decrease total medical spending
· Probable failure of efforts to “bend the cost curve” could cause a push for policy makers to implement price controls in the commercial market.

Medicare
· e-prescribing penalties begin, reducing all Medicare payments by 1% unless an exception applies or compliance was demonstrated by 06/30/2011.  Penalties increase to 1.5% in 2013 and to 2% in 2014.
· Payments will be denied for some services when referring physicians are not registered in Medicare’s new PECOS system 
· Scheduled SGR cut – 29.4%.  Medicare fees uncertain for all future years.
· 3% income tax withholding from all Medicare payments starting in 2012
· PQRS penalties begin in 2015
· Medicare Value-Based Payment begins in 2015 for some practices, imposing financial penalties on physicians whose patients have high Medicare cost and average or low “quality.”  Some of the physicians most likely to be negatively impacted are those that care for disadvantaged patients.  
· Independent Medicare Advisory Board is required to cut costs and empowered to cut fees starting in 2015. 

Medicaid
· Medicaid fees, already inadequate to cover average cost and well below commercial payment levels, were cut by 2% in 2010.
· Starting in 2014, Medicaid expansion may result in “crowd out” as patients who formerly were self-pay or commercially insured enroll in Medicaid.  Although expanded coverage may reduce uncompensated care for physicians who provide care in emergency rooms, others, especially primary care physicians, may see net revenue losses due to lower Medicaid payments.  

Commercial
· Health plan contracting leverage is increasing because
· Commercial plan consolidation is continuing, pushed by federal regulations.
· Required payment for preventive care coverage only applies for in-network providers.  
· Increased plan leverage forces physician fees down.  
· Hospital hiring of physicians allows them to subsidize employed physician practice cost and contract with plans for physician services at less than cost.  This puts downward pressure on contract prices offered to independent physicians in the community.  
 
Regulatory Burden – Increasing Practice Cost

Current and Ongoing

· Medicare overpayments must be reported and returned within 60 days
· New enforcement efforts including expanded Recovery Audit Contractor retrospective audits for Medicare, similar Medicaid Integrity Contract audits for Medicaid, and Medicare Zone Program Integrity Contractors  conducting both pre-payment reviews and post-payment audits. Auditors have new powers to recommend temporary payment suspensions.
· e-prescribing requirements must be met by 06/30/2011 and 12/31/2011 in order to avoid 2012 and 2013 penalties
· EHR implementation to meet meaningful use standards
· Required face-to-face visits for home health and hospice authorizations
· New advance verifications needed for patients covered by commercial plans due to the elimination of co-pays, co-insurance and deductibles for an extensive but somewhat undefined  list of preventive, screening and other services in some, but not all, plans
· New non-standard coding for preventive, screening and some other services
· Written prescriptions for over-the counter drugs for some patients

2012

· All electronic transactions must comply with new HIPAA 5010 format 
· Required reporting of the cost of benefits on IRS W-2 forms
· Computer-generated faxing for Medicare prescriptions no longer permitted 

2013

· Required use of new ICD-10 diagnostic codes  starting on 10/01/2013

Date currently undetermined

· Referring physician must be registered in Medicare’s new PECOS system or payment for referred services will be denied.
· New utilization controls and/or formularies in Medicaid and workers compensation plans.
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