April 14, 2009
Information Paper
Subject:  TRICARE Outpatient Prospective Payment System (OPPS) Implementation Adjustment
Background:  TRICARE is implementing an OPPS to bring its reimbursement rates for hospital outpatient services into alignment with Medicare rates.  Under the final rule published December 10, 2008, TRICARE OPPS would have gone into effect February 9, 2009.  In a Federal Register Notice on February 6, 2009, the Department announced delay of the OPPS effective date until May 1, 2009, and invited additional public comment on the final rule.
Discussion:

· The final rule provides for a phase-in period (four years for network hospitals and three years for non-network hospitals) with temporary transitional payment adjustments (TTPAs) to buffer the effect of the decline in payments.
· In addition, the final rule includes a provision for a temporary military contingency payment adjustment (TMCPA) at any time for hospitals determined essential for military readiness and support of contingency operations.
· Permits temporary deviation from application of Medicare OPPS reimbursement rules to a hospital if they are found impracticable for ensuring military readiness and support of contingency operations.
· New public comments (296) about the final rule received since February 6, 2009, express three primary concerns:
· For some hospitals, particularly some close to military installations, TRICARE OPPS will have a significant financial impact.
· DoD should follow the Medicare precedent in making first-year OPPS implementation cost neutral.
· DoD should follow the TRICARE CMAC physician payment system reform precedent and limit reductions to no more than 15% per year during the transition period.
Additional OPPS Phase-In Adjustment:
· The Department will address the expressed concerns by providing, in addition to the TTPA, a transitional TMCPA for significantly impacted hospitals.
· Significantly impacted hospitals considered to be those network hospitals with at least $1.5 million of OPPS payments during the year for active duty service members and their families.
· Total of TRICARE OPPS payments to an eligible hospital will be increased by 20% soon after the end of the first year and (assuming the hospital continues to meet the $1.5 million threshold), increases of 15%, 10%, and 5% soon after the end of the following three years.
· Expected effects:
· The sum of TTPA and transitional TMCPA payments in the first year for more than half of eligible hospitals will be 95% or more than what they would have received prior to OPPS implementation. This is more generous than Medicare’s first year of transition to OPPS, which started from a baseline of cost reimbursement, whereas the baseline for many TRICARE OPPS services is billed charges.
· Subsequent year transitional TMCPA payments result in gradually phased reductions averaging 10% per year over the next four years.

· TRICARE beneficiaries will realize the projected $40M in first-year cost-share savings resulting from the lower reimbursement rates under OPPS.
· In addition to this transitional TMCPA, there remains available authority for a general TMCPA to address other special needs.  A general TMCPA may be granted to hospitals that qualify for a transitional TMCPA, as well as hospitals that do not.

Conclusion:
The transitional TMCPA does not require an amendment to the Final Rule, which takes effect May 1.  It addresses concerns expressed by hospitals, while proceeding to implement the statutory requirement for TRICARE to follow Medicare payment policies to the extent practicable.
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