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S. 1932, The Deficit Reduction Act of 2005

and Skilled Nursing Facilities

Today, the House approved S. 1932, The Deficit
Reduction Act of 2005. Today's action clears the
$38.8 billion budget reconciliation measure for
signature by the President. Included within S.
1932 are several provisions related to therapy
caps, durable medical equipment (“DME"), and
asset transfers which will impact the operations
of Skilled Nursing Facilities (‘*SNFs™) in 2006.

Therapy Cap, Section 5107

Current Law — The Balanced Budget Act of
1997 established annual per beneficiary pay-
ment limits on all outpatient therapy services
provided by non-hospital providers beginning in
1999. Later, a series of Public Laws suspended
application of the limits through December 31,
2005. Caps were slated to go into effect begin-
ning January |, 2006. In November 2005, CMS
announced that the 2006 caps would be $1,740.

Change — S. 1932 does not extend the therapy
cap moratorium. However, the Secretary would
be required to implement an exceptions
process for expenses incurred in 2006. Under
the process, a Part B enrollee, or a person acting
on behalf of the enrollee, may request an excep-
tion from the physical therapy/speech language
pathology and occupational therapy caps. The
provision would be retroactive to January I,
2006. CMS has indicated that it is exploring var-
ious ways of implementing the DRA require-
ments including granting automatic exceptions
for certain documented medical conditions. S.
1932 also requires, by July |, 2006, the imple-
mentation of clinically appropriate coding edits
for physical therapy services, occupational ther-
apy services, and speech language pathology
services. The edits are designed to identify and
eliminate improper payments.

DME, Section 5101

Current Law — Medicare Part B pays for certain
items of durable medical equipment (“DME")
such as hospital beds, nebulizers and power-
driven wheelchairs under the capped rental cat-
egory. Most items in this category are provided
on a rental basis for a period that cannot exceed
fifteen months. After using the equipment for
ten months, beneficiaries must be given the
option of purchasing it effective thirteen months
after the start of the rental period. If they
choose the purchase option, the title to the
equipment is transferred to beneficiaries. If the
purchase option is not chosen, the supplier retains
ownership of the equipment. Beneficiaries can
continue to use it, but Medicare rental payments
to the supplier are terminated.

Change — S. 1932 will require the supplier to
transfer the title of DME in the capped rental
category to the beneficiary after a thirteen
month rental period. The option for a fifteen
month rental period with the supplier retaining
ownership of the item would be eliminated.
However, the option for beneficiaries to pur-
chase power-driven wheelchairs when initially
furnished would be retained. S. 1932 also pro-
vides that rental payments for oxygen equip-
ment are converted to ownership at 36 months.
The supplier would be required to transfer the
title of the equipment to the beneficiary after a
36 month rental period. After transfer of the
title, monthly payments for oxygen contents (in
the case of gaseous and liquid oxygen) will con-
tinue to be made, as provided for under current
law, for the period of medical need.
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Asset Transfers, Title VI

Current Law — Federal law requires states to
impose penalties on individuals who transfer assets
(all income and resources of the individual and of
the individual's spouse) for less than fair market
value in order to qualify for Medicaid.

Change — S. 1932 tightens Medicaid asset transfer
rules to make it more difficult for people to quali-
fy for Medicaid by improperly transferring assets.
This is accomplished by: lengthening the “look-
back period” to five years, for all income and assets

disposed of by the individual after enactment;

S. 1932, The Deficit Reduction Act of 2005
and Skilled Nursing Facilities

changing the beginning date for period of ineligibil-
ity; adding requirements for state approval of hard-
ship waivers; increasing annuity disclosure require-
ments for individuals applying for Medicaid-cov-
ered LTC services; applying new requirements to
the “Income First” rule; excluding from Medicaid
eligibility for nursing facility or other long-term
care services, certain individuals with an equity
interest in their home of greater than $500,000;
and, providing a number of provisions related to
state enforcement of asset transfers.
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