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HBMA Leaders visit CMS and Capitol Hill 

 

In mid-June, members of the HBMA Government Relations Committee spent 2 ½ days visiting 

senior leaders at the Centers for Medicare and Medicaid as well as key health policy makers in 

Congress. 

 

This marked the tenth consecutive year that HBMA members undertook this important trip. 

These meetings are a unique opportunity for the HBMA volunteers to advocate for much needed 

improvements to the day-to-day operational aspects of the Medicare program as well as the long-

term policies that will affect the Medicare program for years to come. It is also an opportunity 

for HBMA to share with policy makers which initiatives are succeeding and which are posing 

continuing challenges.   

 

It is also evident that HBMA’s voice is even more important within CMS and the Halls of 

Congress than ever before.  Fortunately, due to the investment of volunteer time and personal 

resources, the relationships and mutual respect borne out of these annual encounters produces 

tangible results.  HBMA is a respected voice inside CMS and with key health policy makers on 

Capitol Hill.   

 



As in years past, a full accounting of the meetings will be sent to all HBMA members as a 

special report later this summer.     

 

Representing HBMA were:  President Holly Louie, GR Committee Chair and Past President, 

Jackie Willett and Co-Chair and Past President Don Rodden, as well as GR Committee Members 

Deb Good, Dave Nicholson, Barry Reiter and Arthur Roosa (also an HBMA Board Member).   
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HBMA Submits Comments on MIPS/APM Initiative 

 

On April 27
th

, the Centers for Medicare and Medicaid Services (CMS) released a Notice of 

Proposed Rulemaking (NPRM) outlining numerous changes in the Medicare program intended 

to comply with the Medicare Access and CHIP Reauthorization Act (MACRA) of 2015. 

  

The proposed changes are some of the biggest changes to the Medicare program since the shift to 

the Resource Based Relative Value Scale payment methodology in the early 90s.  The HBMA 

GR Committee worked diligently to develop comments on behalf of the membership and 

submitted those comments to CMS for their consideration. 

 

There were two major initiatives outlined in the NPRM – MIPS or Merit-based Incentive 

Payment System and criteria for gaining approval of what is referred to as an Alternative 

Payment Model (APM).  CMS believes – and we concur – that at least initially most physicians 

will be subject to MIPS and very few will be participating in Alternative Payment Models.  

  

Here is a link to the MIPS/APM NPRM.  

 

To review a copy of the comments HBMA submitted, please go here 

 

It is expected that CMS will issue the final rule on the MIPS/APM initiative in late October or 

early November, 2016.   
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2017 ICD-10 Codes Available for Download  

 

CMS has made available for download the updated ICD-10-CM and ICD-10-PCS Code lists for 

2017. These codes take effect on October 1, 2016. This is the first update to the initial set of 

ICD-10 codes that first went into effect on October 1, 2015.  

 

ICD-10 requires health professionals to code to the highest degree of specificity. CMS stated that 

for the first year (October 1, 2015 – September 30, 2016), it would not audit claims for lack of 

diagnosis code specificity. Readers should note that this one-year grace period will definitively 

end on October 1, 2016. Though claims won’t be affected on the front end, CMS will begin to 

use its authority to audit claims based on lack of specificity in October.  

 

https://www.federalregister.gov/articles/2016/05/09/2016-10032/medicare-program-merit-based-incentive-payment-system-mips-and-alternative-payment-model-apm
http://www.hbma.org/news/government-news/legislative-alert/n_letter-to-the-hon-andy-slavitt-meeting-the-advanced-apm-threshold-for-qp-status


The updated code sets can be downloaded via:  

 2017 ICD-10-CM and GEMs 

 2017 ICD-10 PCS and GEMs 

 

The 2017 General Equivalence Mappings (GEMs) will be posted in August 2016 and the Official 

Coding Guidelines and the Present on Admission (POA) Exempt List will be available soon as 

well.  
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Medicare Board of Trustees Releases 2016 Medicare Trust Fund Report 

 

On June 22
nd

, the Medicare Trustees released their annual report on the state of Medicare’s two 

trust funds: the Hospital Insurance (HI) trust fund which finances Medicare Part A; and the 

Supplementary Medical Insurance (SMI) trust fund which finances Medicare Parts B and D. 

 

The Medicare Board of Trustees are - the Secretary of the Treasury, who is the 

Managing Trustee; the Secretary of Labor; the Secretary of Health and Human Services; 

and the Commissioner of Social Security.  There are two public representatives whom 

the President appoints and the Senate confirms. These positions are currently vacant. 

The Administrator of the Centers for Medicare & Medicaid Services (CMS) serves as 

Secretary of the Board. 

 

In 2015 the Medicare program covered a total of 55.3 million people (46.3 million were 65 years 

or older, and 9 million were below that age but eligible due to disabilities). Of the 55.3 million 

enrollees, 32 percent (around 18 million individuals) were enrolled in a Medicare Advantage 

plan. Medicare’s total expenditures in 2015 were $646.7 billion, and the program’s total income 

was $644.4 billion.  

 

The Board of Trustees estimate that Medicare’s costs under current law will rise to 3.6 percent of 

the total GDP by 2040 and to 6.0 percent by 2090. In a scenario wherein Medicare is 

administered with a lack of adherence to current laws (i.e. failure to implement Affordable Care 

Act cost-reducing provisions) the Medicare program could potentially rise to 6.2 percent of the 

GDP by 2040 and 9.1 percent by 2090.  

 

Of significant importance, CMS has moved the estimated year of asset depletion (insolvency) for 

the HI trust fund from 2030 to 2028, a shift indicating a worsening of the Medicare program’s 

financial health. The report highlights that the HI’s expenditures have exceeded its annual 

income since 2008. Growth in HI expenditures averaged 2.4 percent annually over the past 5 

years, and are expected to grow by 5.4 percent on average over the next five years. The HI’s 

income is expected to grow by 6 percent annually over the next five years, only a 0.2 percent 

increase in average annual income over the past five years. While the HI is projected to earn 

surpluses from 2016 to 2020, it is projected to run an annual deficit each year after 2020 until the 

https://www.cms.gov/Medicare/Coding/ICD10/2017-ICD-10-CM-and-GEMs.html
https://www.cms.gov/Medicare/Coding/ICD10/2017-ICD-10-PCS-and-GEMs.html
https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/ReportsTrustFunds/index.html


trust fund is eventually depleted in 2028. The HI is funded through payroll taxes which could be 

raised by Congress (albeit at some political risk) to compensate for the shortfall.  

The SMI trust fund, which is funded by a combination of beneficiary premiums and general 

government revenue, has not experienced the same financial difficulties as the HI. During the 

past five years, the cost of Medicare Parts B and D have averaged an annual growth of 5.6 

percent and 7.7 percent respectively. Over the next five years, Part B growth is expected to rise 

by 6.9 percent annually and Part D growth by 10.6 percent. Part B spending was 1.6 percent of 

the GDP in 2015 and will grow to 2.4 percent of the GDP by 2090. Part D outlays were 0.5 

percent of the GDP in 2015 and will grow to about 1.4 percent of the GDP by 2090. The SMI’s 

expenditures are indeed growing and it is not at risk for insolvency in the foreseeable.  

 

The report goes into detail on the impact the recently passed Medicare Access and CHIP 

Reauthorization Act of 2015 (MACRA) will have on Medicare, both in the short-term and long-

term. Congress and CMS are driving Medicare reimbursements from a volume-driven traditional 

fee-for-service (FFS) methodology towards a system that holds providers accountable for 

financial risk and care outcomes as a means to achieve greater efficiencies, improve care quality 

and reduce Medicare spending.  

 

MACRA repealed the Medicare Sustainable Growth Rate Formula (SGR) and replaces it by 

maintaining modest physician payment updates for a few years while switching providers from 

FFS with annual updates based on inflation and productive, to a new fee-for-service/value-based 

system” called the Merit-Based Incentive Payment System (MIPS). Under MIPS, provider are 

still based on the fee-for-service platform, but annual adjustment are based on performance 

across four reporting categories which translates into positive, negative, or neutral Medicare 

payment updates for a given year. MACRA also provides incentive payments for providers who 

participate in risk-bearing Alternative Payment Models.  

 

The Trustees Report believes that the payment reforms mandated by MACRA are a step in the 

right direction (restoring fiscal soundness to the program) but implies that it might be too little, 

too late. The incentives in MACRA are designed to be phased in between 2019 and 2025. If 

MACRA does not reduce spending as much as it is intended and the insolvency date remains at 

2028, Congress will have little time to find a new solution and will be forced to utilize more 

drastic (and politically unpopular) methods such as raising taxes to fund the HI trust fund, 

dedicating more federal money to the SMI trust fund, reducing benefits and raising the eligibility 

age, among many other things.  
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CMS Proposes Changes to Medicare Appeals Procedures 

 

On June 29
th

, the Centers for Medicare and Medicaid Services (CMS) released a proposed rule 

recommending several changes to the “… procedures that the Department of Health and Human 

Services would follow at the Administrative Law Judge level for appeals of payment and 

https://s3.amazonaws.com/public-inspection.federalregister.gov/2016-15192.pdf


coverage determinations for items and services furnished to Medicare beneficiaries, enrollees in 

Medicare Advantage and other Medicare competitive health plans, and enrollees in Medicare 

prescription drug plans.” The goal of these proposed regulatory changes is to speed up the 

process and help eliminate the appeals backlog.  

 

According to the Proposed Rule, the Medicare appeals process has experienced an 

unprecedented and sustained increase in the number of appeals over the past few years.  The 

Office of Medicare Hearings and Appeals (OMHA) reports that the number of requests for an 

Administrative Law Judge (ALJ) hearing or review, increased 1,222 percent, from fiscal year 

(FY) 2009 through FY 2014.  

 

Not surprisingly, the increasing number of requests has strained OMHA’s resources and resulted 

in severe delays in obtaining decisions.  

 

Despite significant gains in productivity, CMS asserts that the number of requests for an ALJ 

hearing and requests for reviews of Qualified Independent Contractor (QIC) or the Independent 

Review Entity (IRE), dismissals continue to exceed OMHA’s capacity to adjudicate the requests. 

As of April 30, 2016, OMHA had over 750,000 pending appeals.  OMHA’s adjudication capacity 

was 77,000 appeals per year, with an additional adjudication capacity of 15,000 appeals per year 

expected by the end of FY 2016. 

 

Some of the key recommended changes include: 

 

1. Precedential Final Decisions 

 

The proposed rule would allow select decisions from the Medicare Appeals Council 

(Council) to be made precedential. The Council is the entity that conducts reviews of ALJ 

decisions and dismissals, and issues final decisions of the Secretary for Medicare appeals. 

Historically, non-judicial decisions on coverage or payment policy have not been given 

“precedential” value – meaning they could not be used by courts or other adjudication 

authorities as setting a “precedent”. CMS has historically argued that these cases were so 

“fact specific” that it was impossible to infer and precedent from one case that could be 

applied to another subsequent case. 

 

By allowing some limited “precedential” value, the hope is that this will increase consistency 

in decisions at all levels of appeal, and assist the appeals process by providing clear direction 

on repetitive legal and policy questions. The Departmental Appeals Board (DAB) Chair 

would decide which Council decisions become precedential and those decisions would be 

published in the Federal Register.  

 

This change has been under consideration for a long time.  

 



In 1999, an Inspector General report recommended establishing a case precedent system. In 

2004, HHS announced its position that it would not be appropriate to confer precedential 

authority on Council decisions, but would revisit the topic after the BIPA (2000 law) and 

MMA (2003 law) changes to the appeals process were fully implemented. As those laws are 

fully implemented now, CMS has decided that such an authority is now appropriate. 

 

2. Attorney Adjudicators 

 

In order to reduce the workload of Administrative Law Judges (ALJ), CMS is proposing to 

allow “well-trained” Attorney Adjudicators to perform certain actions. The regulations would 

allow attorney adjudicators to issue decisions when a hearing with an ALJ is not needed, 

dismissals when an appellant withdraws their request for an ALJ hearing and remands for 

information that can only be provided by CMS at the direction of the Council.  

 

These decisions and dismissals will be appealable in the same manner as they would have 

been if issued from an ALJ. CMS estimates that these changes would allow approximately 

23,650 appeals per year to be processed by attorney adjudicators (rather than ALJs) at a 

lower cost.  

 

3. Claims Eligible for Appeal – Raising the Threshold 

 

Federal law establishes the minimum amounts for a hearing by the Secretary and for judicial 

review, but does not establish how to calculate the amount in controversy. Currently, CMS 

states that the amount in controversy is calculated based on the actual amount charged to the 

beneficiary for the items or services in question. 

 

CMS is proposing to revise the basis used to calculate the amount but the threshold amount 

will remain unchanged - $150.  For appeals of claims submitted by providers of services, 

physicians and others that are priced based on a published Medicare fee schedule or 

published contractor priced amount CMS is proposing to use the Medicare allowable amount 

for the items and/or services being appealed. This would be the amount reflected on the fee 

schedule or in the contractor-priced amount. 

 

CMS estimates that changing this minimum threshold could remove over 2,600 Part B low-

value claims per year from the ALJ hearing process. 

 

CMS asserts in the proposed rule that if all these changes are implemented and the associated 

request for additional funding is honored, the backlog of appeals could be eliminated in FY 2021.  

Individuals and organizations wishing to submit comments, must do so by August 29, 2016.  

 

The HBMA Government Relations Committee and staff are currently reviewing the NPRM and 

if deemed appropriate, will draft and submit comments on behalf of the Association.     

 

https://www.regulations.gov/document?D=CMS_FRDOC_0001-1989
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OIG Releases Report on CMS’ Provider-Based Requirements 

 

On June 17
th

, the Department of Health and Human Services’ (HHS) Office of the Inspector 

General (OIG) released the results of a study they conducted on off-campus facilities reimbursed 

as provider-based facilities through Medicare. The study was conducted to ensure that only the 

facilities that actually meet the CMS requirements of a provider-based facility are those 

receiving provider-based reimbursement amounts.  

 

For a facility to be eligible for designation as provider-based the facility must: 

 

 Be licensed; 

 If “off-campus” typically be within 35 miles of the parent or demonstrate that a 

substantial percentage of patients receiving care at the off-campus facility also receive 

care at the parent hospital; 

 Integrate clinical services and financial operations with the hospital that owns it; and, 

 Comply with nondiscrimination rules. 

 

The distinction between facilities designated as “provider-based” versus facilities designated as 

“free-standing” is significant.  Provider-based facilities are often reimbursed over 50 percent 

more than unaffiliated freestanding facilities for identical services. Thus, if a facility is 

incorrectly labeled as a provider-based facility it will cost Medicare significantly more money 

and it will also mean higher out-of-pocket costs to the Medicare beneficiary receiving care at that 

facility.   

 

As the designation system stands now, Medicare Administrative Contractors (MACs) review the 

attestation documents from facilities seeking the provider-based designation and then 

recommends their approval or denial to the CMS regional office.  

 

The OIG determined that half of the hospitals surveyed owned at least one-provider based 

facility. The study shows nearly two thirds (61 percent) of hospitals that owned provider-based 

facilities did not attest for at least one of their facilities. Furthermore, the study showed more 

than 75 percent of the hospitals with an off-campus provider-based facility, did not meet at least 

one of the necessary requirements.  

 

The OIG identified a number of weaknesses in CMS’ ability to prove a facility is truly an off-

campus provider-based facility and stressed how the efforts that CMS has taken thus far to 

address these shortcomings have been inadequate. CMS recently tried to improve their place of 

service (POS) codes to better delineate between on-campus provider-based and off-campus 

provider-based facilities, but OIG asserts that they did not do enough to segregate the data 

between the two.  

 

http://oig.hhs.gov/oei/reports/oei-04-12-00380.pdf


The Balanced Budget Act (BBA) of 2015 included a provision banning NEW off-campus 

hospital-owned facilities from billing under the provider-based designation beginning in 2017. 

This was viewed as a positive step by the OIG; however, if the facility was established before 

November 2, 2015 it could continue to bill as a provider-based facility. Therefore, OIG 

recommends CMS take four measures beyond the enforcement of the BBA of 2015 including: 

 

 Implementing systems and methods to monitor billing by all provider-based facilities; 

 Require hospitals to submit attestations for all provider-based facilities as opposed to the 

current voluntary attestation requirement; 

 Ensure regional offices and MACs apply provider-based requirements appropriately 

during attestation reviews; and, 

 Take appropriate action against hospitals and provider-based facilities that do not meet 

provider-based requirements.  

 

OIG’s foremost recommendation, which is shared by other notable groups such as MedPAC, is 

for CMS to eliminate the provider-based designation in lieu of a site-neutral reimbursement 

system, in which clinicians are paid equal amounts for a service regardless of the type of facility 

in which it was provided. Nonetheless, CMS remains resolute in their stance that the provider-

based status offers important benefits such as increased beneficiary access and integration of 

care. OIG claims CMS has never provided them with proof of these purported benefits. 

 

Return to Top 

 

DOJ Arrests 301 in National Health Care Fraud Takedown 

 

On June 22
nd

, the United States Department of Justice (DOJ) announced the results of the largest 

Medicare fraud takedown to date, yielding 301 arrests. The schemes of the accused amounted to 

approximately $900 million in fraudulent Medicare claims. The operation was conducted by the 

Medicare Fraud Strike Force, a collective effort of a number of federal agencies including the 

DOJ and the Department of Health and Human Services (HHS). 

 

The operation was conducted in a record-setting 36 federal districts, some of which did not have 

Strike Force offices.  

 

Charges leveled against those arrested included: conspiracy to commit healthcare fraud; 

violations of anti-kickback statutes; money laundering and aggravated identify theft. Sixty-one of 

the defendants arrested were doctors, and over 60 were arrested for fraud pertaining to Medicare 

Part D. Other charges included false billings for unnecessary or inappropriate home health care, 

medically unnecessary mental health services and pharmacy fraud.  

 

In announcing the arrests, Attorney General Loretta Lynch stated, “This takedown should make 

clear, health care fraud is not an abstract violation or benign offense – It is a serious crime,” a 

sentiment reflecting the mounting frustration felt by the DOJ and the Department of Health and 

https://www.congress.gov/bill/114th-congress/house-bill/1314/text
https://www.justice.gov/opa/pr/national-health-care-fraud-takedown-results-charges-against-301-individuals-approximately-900


Human Services (HHS) in trying to prevent fraud and improper payments in the U.S.’ costly 

entitlement programs. Fraud and improper payments in Medicare have been an ongoing problem 

for the federal government. This prompted the creation of the Health Care Fraud Prevention & 

Enforcement Action Team (HEAT) in 2009 which combines efforts from the DOJ and HHS to 

deter and prevent fraud. The Medicare Fraud Strike Force program which spearheads these major 

fraud prevention sweeps, currently exists under the umbrella of HEAT.  

 

Members of the DOJ lauded the sweep as an effective example of law-enforcement in the 21
st
 

century, as the collective Strike Force was able to analyze and anticipate emerging fraud trends.  

 

The Strike Force program, which costs around $10 million in operating fees per year, is believed 

by some to be the most cost-effective law enforcement program used today in health care. Since 

January 2009, the DOJ and the U.S. Attorney’s offices have recovered $18.3 billion in cases 

involving fraud against federal healthcare programs. 

 

The Affordable Care Act (ACA) provided $350 million in additional funding to prevent fraud 

and improper payments, through actions such as expanding the number of cities with Strike 

Force offices from two to nine.  
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Why Stark, Why Now?  Suggestions to Improve the Stark Law to Encourage Innovative 

Payment Models 

 

On June 30
th

, Senate Finance Committee Chairman Orrin Hatch (R-Utah) released a white paper 

examining potential reforms to the law governing Medicare physician referrals (aka The Stark 

Law).  The report lays out the justification for removing barriers that prevent hospitals, doctors, 

and other health care providers from moving to alternative, more cost-effective, payment 

models.   

 

Entitled Why Stark, Why Now?  Suggestions to Improve the Stark Law to Encourage Innovative 

Payment Models the paper discusses stakeholder perspectives on how the Stark law is working 

(or not) in practice, highlighting the law’s complexity, the severity of its penalties, its significant 

compliance costs and its effect on efforts to integrate health care delivery.  

 

In a statement announcing the release of the paper, Hatch said, “The health care industry has 

changed significantly since Stark was first implemented, and while the original goals of the Stark 

law were appropriate, today it is presenting a real burden for hospitals and doctors trying to find 

new ways to provide high quality care while reducing costs as they work to implement recent 

health care reforms.”  He went on to say, “This paper reflects critical feedback from the 

stakeholder community on the law’s ambiguities, its unintended consequences and the need for 

reform.”   

 

It is unlikely that any action will be taken this year on reforming Stark given the abbreviated 

Congressional schedule.  However, the Chairman is hopeful that the paper will serve as a 

http://www.finance.senate.gov/imo/media/doc/Stark%20White%20Paper,%20SFC%20Majority%20Staff%20063016.pdf
http://www.finance.senate.gov/imo/media/doc/Stark%20White%20Paper,%20SFC%20Majority%20Staff%20063016.pdf


stimulant for discussions on reforming Stark that he believes will occur, “I am hopeful it 

jumpstarts the discussion on how Congress can modernize the law to make it work for patients, 

providers, and taxpayers.” 

Those involved in the Revenue Cycle Management industry in the 1990s will recall that Stark 

was originally enacted to reduce the influence of financial relationships on physician referrals of 

Medicare patients.  The law was aimed at curbing overutilization, something about which critics 

of the fee-for-service system have long complained.  This was at the heart of the “volume” vs. 

“value” debate that drove the MIPS/APM initiative.   

 

Although the fee-for-service model still exists, we appear to be moving towards payment models 

that reward health care quality rather than health care volume.  Some, including Hatch, are now 

questioning that if payment is not based on volume, do we have the same concerns about 

overutilization that drove the enactment of the original Stark law?  

 

The white paper details key areas of comments and concerns.  An executive summary can be 

found here.   
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Important Reminder about Billing Requirements for Certain Dual-Eligibles  

 

The American Medical Association has asked that we share the following with the HBMA 

membership. 

 

Balance billing is prohibited for Medicare beneficiaries enrolled in the Qualified Medicare 

Beneficiary (QMB) program.  CMS has expressed concern that some physicians are still billing 

QMB beneficiaries, despite the existing prohibition.   

 

The QMB program is a Medicaid program that helps very low-income dual eligible 

beneficiaries—e.g., individuals who are enrolled in both Medicare and Medicaid—with 

Medicare cost-sharing.   

 

Beneficiaries in the QMB program have annual incomes of less than $12,000.  Federal law 

protects QMBs from any cost-sharing liability and prohibits all original Medicare and Medicare 

Advantage providers—even those who do not accept Medicaid—from billing QMB individuals 

for Medicare deductibles, coinsurance or copayments.   

 

All Medicare and Medicaid payments that physicians receive for furnishing services to a QMB 

individual are considered payment in full.  It is important to note that these billing restrictions 

apply regardless of whether the state Medicaid agency is liable to pay the full Medicare cost-

sharing amounts (federal law allows state Medicaid programs to reduce or negate Medicare cost-

sharing reimbursements for QMBs in certain circumstances).   

 

Physicians may be subject to sanctions for failing to follow these billing requirements and CMS 

has indicated that they may start conducting more frequent audits to address this practice.   

 

http://www.finance.senate.gov/imo/media/doc/Stark%20%28White%20Paper%201%20pg%20summ%29%20063016.pdf


For further information, see MLN Matters, Prohibition on Balance Billing Dually Eligible 

Individuals Enrolled in the Qualified Medicare Beneficiary (QMB) Program.   
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MedPAC Releases June Report; Gives Recommendations on MACRA Payment Models 

 

On June 15
th

, the Medicare Payment Advisory Commission (MedPAC) released its June report to 

Congress. MedPAC is an independent agency established by Congress to advise it on Medicare 

reimbursement policy issues. Each June MedPAC reports on issues affecting the Medicare 

program as well as broader changes in health care delivery and the market for health care 

services. 

 

One chapter of the report is dedicated to Medicare’s newly proposed clinician payment systems 

established under the Medicare Access and CHIP Reauthorization Act (MACRA), which are the 

Merit-based Incentive Payment System and the Advanced Alternative Payment Model 

(AAPM/APM). The two new payment systems established by MACRA move Medicare 

reimbursements away from volume-based fee for service (FFS) payments and towards a 

reimbursement system based on value and quality of care provided.  

 

The underlying theme of the chapter is that MedPAC believes Medicare payments should not be 

dictated by status of the provider (either MIPS or APM), but rather by the value of service they 

provide to the beneficiary. The recommendations and opinions reflect that core ideology.  

 

In regards to MIPs, the Commission discusses the limitations of the program to measure clinician 

performance through process measures compared to outcome measures, but identifies flaws in 

certain outcome measures as well.  

 

The report considers process measures useful in that they are completely within the clinician’s 

control; however it also declares that existing measures are often poor indicators of a patient’s 

health outcomes.  

 

Furthermore, the report states clinician-reported process measures hamper the ability to 

differentiate performance between different clinicians, as performance on the measures is 

typically highly clustered, or potentially “topped out” (virtually every clinician reports on the 

measure). MedPAC believes process measures will do little to improve physician performance 

and that outcome measures have a stronger impact in encouraging physician improvement.  

 

Nonetheless outcome measures are considered statistically unreliable, and MedPAC believes for 

them to be analyzed properly they should be risk-adjusted.  

 

The key recommendations made in the report in regards to MIPS are: 

 

https://urldefense.proofpoint.com/v2/url?u=https-3A__www.cms.gov_Outreach-2Dand-2DEducation_Medicare-2DLearning-2DNetwork-2DMLN_MLNMattersArticles_downloads_SE1128.pdf&d=CwMFAg&c=iqeSLYkBTKTEV8nJYtdW_A&r=xDdu5Xr8TQSulbqL4XSWAVzO2zKTczJZxFVTPJHg8FMW8NFaxcEnsFYPAmNpF2VD&m=ZtcvOnfXAh6_IVUXYEtGpmIa6nCgWCkt7A7f4x3EONE&s=kPDaLNtRB_UIWj6tMSeHcIklF6RAwS7RV_25a7NbaRs&e=
https://urldefense.proofpoint.com/v2/url?u=https-3A__www.cms.gov_Outreach-2Dand-2DEducation_Medicare-2DLearning-2DNetwork-2DMLN_MLNMattersArticles_downloads_SE1128.pdf&d=CwMFAg&c=iqeSLYkBTKTEV8nJYtdW_A&r=xDdu5Xr8TQSulbqL4XSWAVzO2zKTczJZxFVTPJHg8FMW8NFaxcEnsFYPAmNpF2VD&m=ZtcvOnfXAh6_IVUXYEtGpmIa6nCgWCkt7A7f4x3EONE&s=kPDaLNtRB_UIWj6tMSeHcIklF6RAwS7RV_25a7NbaRs&e=
http://medpac.gov/documents/reports/june-2016-report-to-the-congress-medicare-and-the-health-care-delivery-system.pdf?sfvrsn=0


 Improve the value of the quality measure set. Eliminate measures whose collection 

burden outweighs their benefit. 

 Consider using more claims-based quality and resource use measures that relate to 

comparable performance within a local area. This can be done by: exploiting and 

improving the measures currently in use by using multiple years of data for more accurate 

performance measures; assessing performance at an aggregate level in a given region to 

understand patient populations relative to outcomes; or focusing on clinician outliers 

(determining clinicians whose performance most diverged from their peers and why). 

 Focus on improving the value of the quality programs. CMS should minimize the 

burden of quality reporting and maximize the use of claims data to simplify the 

administration of MIPS, and provide a better transition between MIPS and APMs as 

clinicians move between the two.  

 

The key recommendations made in the report with regard to APMs are: 

 

 Clinicians should receive an incentive payment only if the eligible alternative payment 

entity in which they participate is successful in controlling cost, improving quality, or 

both. This is to address the potential that clinicians receive the 5 percent incentive payment 

for participating in APM regardless of their performance within the APM.  

 The eligible alternative payment entity should be at financial risk for total Part A and 

Part B spending. Making APMs responsible for total spending and patient outcomes would 

help move the program from volume to value and encourage care coordination and delivery 

system reform. CMS is proposing a minimum amount of financial risk that an APM 

participant must bear in order to receive the incentive payments but it does not require 

participants to bear total risk unless it is a capitated model.  

 The eligible APM entity should have the ability to share savings with beneficiaries. As 

APMs stand now beneficiaries have little encouragement to be involvement in their care; this 

could be improved by rewarding beneficiaries after the fact if most visits were with entity 

providers. 

 

MedPAC included several other notable recommendations regarding what the final rule should 

do on APMs including: better clarity of the term “risk in excess of a nominal amount” and better 

specificity on how beneficiaries are officially attached to providers.  
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SCOTUS Ruling Sets New False Claims Act Precedents  

 

On June 16
th

, the United States Supreme Court issued a unanimous decision on the case 

Universal Health Services v. Escobar, which has great implications for future False Claims Act 

(FCA) cases.  

 

http://www.supremecourt.gov/opinions/15pdf/15-7_a074.pdf
http://www.scotusblog.com/case-files/cases/universal-health-services-v-united-states-ex-rel-escobar/?wpmp_switcher=desktop


The Court ruled that the implied false certification theory for FCA liability is valid for proving an 

institution’s noncompliance. However, the Court also upheld a rigorous “materiality” standard 

that must be met for the claim to officially be deemed false or fraudulent.  

The case arose from a facility that billed a state Medicaid program for psychiatric services 

provided to a patient that led to her death. The services were provided in a facility where a 

number of providers were unlicensed to provide the services that the patient received in addition 

to several other violations.  

 

At issue was the legal theory of “implied false certification”. Implied false certification theory 

rests on the grounds that an entity is aware it is ineligible to be reimbursed for a claim but does 

so anyway because there is no official rule addressing the exact requirements for the claim at 

hand. 

 

The defendant, Universal Health Services (UHS), argued that it should not be liable for 

submitting false claims, as there are no regulations requiring it to notify patients of its 

noncompliance with several laws when the care was provided. However, this does not change the 

fact that UHS a) was in noncompliance and b) failed to disclose its noncompliance despite not 

having a legal obligation to do so.  

 

The SCOTUS ruling asserts that entities that provide services but fail to disclose noncompliance 

with requisites for reimbursement are eligible to be charged with fraud. Justice Thomas clarified 

in the decision: “What matters is not the label that the government attaches to a requirement, but 

whether the defendant knowingly violated a requirement that the defendant knows is material to 

the government’s payment decision.” 

 

Despite this seemingly positive ruling for FCA whistleblowers, the Court also ruled that in order 

to prove fraud in such cases, the Court must also be able to determine that the provider 

demonstrated a “rigorous” level of “materiality” in their seeking of undeserved reimbursements. 

In essence, the Court must be able to ascertain that the entity knew that they were improperly 

reporting on false-grounds for the direct purpose of receiving financial compensation from the 

government. This couples intent with the implied certification theory and therefore raises the 

burden of proof in similar FCA cases. This higher burden of proof results in the overall effect of 

the ruling seeming more in-favor of current and future defendants of FCA filings.  

 

In summation, companies are subject to the False Claims Act implied certification theory if they: 

 

 Make a claim requesting payment on a specifically represented good or service provided; 

 Fail to disclose noncompliance with “material requirements”. 

 

Further, if an institution wishes to avoid being subjected to the implied certification theory in a 

False Claims Act filing, they need to prove their noncompliance was not knowingly “material” to 

the government’s decision to pay. 
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MedPAC and AMA Express Concerns over CMS Part B Drug Reimbursement Proposal  

 

As previously noted, on June 15
th

, the Medicare Payment Advisory Committee (MedPAC) 

released its June Report to Congress detailing recommendations to improve and sustain Medicare 

and the health care delivery system. In addition to the previous article highlighting the 

Commissions concerns about the new MIPS/APM initiative, the report also gives prominent 

focus on how to alleviate the growing financial burden of Medicare Part B prescription drug 

reimbursement. The report offers four main recommendations: 

 

 Update the average sales price (ASP) plus 6 percent add-on model; 

 Establish an ASP inflation limit; 

 Consolidate billing codes; and, 

 Restructure the Part B competitive acquisition program.  

 

MedPAC’s proposals come in response to a recently announced controversial CMS proposal to 

change the Part B reimbursement formula to an ASP+ 102.6 percent model plus a flat fee of 

$16.80 per drug administered. CMS is also planning the launch of a demonstration to test 

alternative approaches to Part B drug reimbursement. Under the current system Part B drug 

reimbursements are given to providers at the ASP of the drug plus a 6 percent add-on.  

 

The report expresses disapproval of the ASP+ 6 model and instead proposes a model that uses 

ASP+ 3.5 percent plus an additional flat fee of $5 per drug administered per day. According to 

MedPAC this proposal will increase add-on payments for drugs with ASP per administration of 

less than $200 and reduce add-on payments for drugs with ASP per administration over $200.  

MedPAC estimates that if the ASP+ 3.5 model had been used in 2014, the Medicare program 

would have saved roughly $273 million in reimbursement payments. MedPAC asserts the ASP+ 

3.5 model could save the program millions in additional funds by encouraging doctors to not 

choose the highest cost drugs when cheaper comparable alternatives are available. 

 

In 2014 the 10 highest expenditure products for Part B drug reimbursements accounted for 47 

percent of Medicare’s total spending on Part B drugs; thus, MedPAC believes by significantly 

decreasing the amount to be paid on higher cost drugs by reducing the percentage of the ASP+ 

amount, the additional cost of the added flat-fee will be less financially burdensome than the 

current 6 percent add-on. 

 

The American Medical Association (AMA) strongly disapproves of the CMS Part B 

demonstration, and has declared its intentions to work with Congress to block the demonstration 

if necessary. Nonetheless, some insurers and consumer groups have been generally supportive of 

the proposed demonstration. CMS’ demonstration is scheduled to begin by January 2017 and 

would run for five years. 

 

http://www.medpac.gov/documents/reports/june-2016-report-to-the-congress-medicare-and-the-health-care-delivery-system.pdf?sfvrsn=0
https://www.cms.gov/Newsroom/MediaReleaseDatabase/Fact-sheets/2016-Fact-sheets-items/2016-03-08.html
http://www.mag.org/sites/default/files/downloads/madara-letter.pdf
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Aetna-Humana and Anthem-Cigna Mergers Face Criticism 

 

It’s been roughly one year since insurers Aetna and Anthem announced their merger deals with 

Humana and Cigna, respectively. If the mergers are approved by the U.S. Department of Justice 

(DOJ) the five largest Health Plans in the United States will become three (Aetna, Anthem and 

UnitedHealth). The deals have faced scrutiny from the DOJ, state regulators and Congress.  

 

While it appears the Aetna-Humana merger is on the path to approval despite some concerns 

from regulators, the Anthem-Cigna merger is facing notably more pushback from state and 

federal regulators. 

 

After a series of meetings between representatives from Anthem and Cigna with the DOJ and 

state attorney general representatives in late June, regulators expressed doubts that the merger 

will be approved due to concerns over the effect it would have on competition. The State of 

California Department of Insurance was particularly harsh in its criticism, asserting that the deal 

would have an anti-competitive effect on the employer market in many counties.  

 

After the DOJ meetings and a tumultuous public hearing with Congress, a number of anti-trust 

regulators have expressed their belief that Anthem and Cigna will not be able to offer adequate 

fixes to fully satisfy the DOJ. If the merger is approved, Anthem-Cigna would become the largest 

Health Plan in the United States with over 54 million covered lives.  

 

The Aetna-Humana merger is not without its own issues however based on the reactions of state 

regulators, it has a greater chance of succeeding than the Anthem-Cigna deal. During the 

individual state approval process, the state of Missouri issued conditions Aetna had to adhere to 

before the state would approve. Missouri expressed concerns that the merger would give Aetna-

Humana too much control in the state’s Medicare Advantage market and said the providers 

would need to divest some of their Medicare plans to ensure market competition.  

 

Furthermore, the state of California negotiated terms of approval with Aetna, in which the 

merged plan gives the California Department of Managed Health Care (DMHC) greater scrutiny 

over any increases in its premium rates. In response to these criticisms, Aetna is attempting to 

remedy the issues identified by the state regulators including Aetna’s recently announced plan to 

divest billions of dollars’ worth of Medicare Advantage assets. By no coincidence, Aetna’s desire 

to acquire Humana stems largely from Humana’s burgeoning success in the Medicare Advantage 

field.  

 

Notably, both mergers were personally rejected by California’s top insurance regulator Dave 

Jones, who stated his belief that the mergers should be blocked by the DOJ. Jones’ opinion to 

block the Aetna-Humana merger came just three days after the California Department of 

Managed Health Care approved the merger with negotiated conditions. Despite his potential 

http://www.insurance.ca.gov/0400-news/0100-press-releases/2016/upload/LetterUSDOJAnthem-Cigna06-16-16.pdf
http://www.insurance.ca.gov/0400-news/0100-press-releases/2016/upload/LetterUSDOJAnthem-Cigna06-16-16.pdf
http://www.insurance.ca.gov/0400-news/0100-press-releases/2016/upload/LetterUSDOJAnthem-Cigna06-16-16.pdf


influence over those who can approve the merger, Jones has no authority to veto the mergers 

himself. 

 

Anthem and Cigna expect to hear the DOJ’s final decision in mid-July but the prognosis appears 

bleak. An Aetna spokeswoman stated the company expects the transaction to be completed in the 

second half of 2016 and accordingly Aetna pushed its merger finalization deadline to December 

31, 2016. 
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Latest ACA Enrollment Figures Released by HHS 

 

On June 30
th

, the Department of Health and Human Services (HHS) released revised enrollment 

figures for the health insurance exchanges established by the Affordable Care Act (ACA). This 

report indicates how many consumers maintained coverage through March, 2016.   As of March 

31
st
 roughly 11.1 million consumers had an active policy and had paid their premiums as of that 

date. The 11.1 million total enrollees is approximately 1 million more individuals with 

effectuated Health Insurance Marketplace coverage than at this time in 2015.  

 

Earlier this year, HHS had announced that over 2 million new people had, for the first time, 

signed up for health coverage available as a result of enactment of the ACA.  It turns out that 

many of these never actually paid their share of the premium and they have now been dropped 

from the rolls.   

 

The 11.1 million enrollees is a decrease of 1.6 million individuals (13 percent) from the 12.7 

million individuals originally enrolled at the end of the 2016 open enrollment period. The drop-

off is not unexpected, however, and the retention rate of 87 percent is in line with HHS’ goal of 

having 10 million individuals still enrolled in the effectuated Health Insurance Marketplace by 

the end of 2016. The vast majority of those 1.6 million lost their coverage as a result of not 

paying their premiums.  

 

Of the 11.1 million consumers covered as of March 31
st
, around 85 percent were receiving 

financial assistance for their premium payments through an advance payment of the premium tax 

credit (APTC) and 57 percent were receiving a cost sharing reduction (CSR). The average APTC 

for qualifying individuals was $291 a month, the highest APTC per month was Alaska at $750 a 

month and the lowest was New York at $178 a month. The three states with the highest rate of 

consumers receiving financial assistance through APTC were Mississippi, Florida, and 

Louisiana. The three states with the lowest were the District of Columbia, New York and 

Colorado. 

 

About 8.4 million of the 11.1 million total enrollees were enrolled through the 38 Federally-

Facilitated Marketplaces and the remaining 2.7 million were enrolled through State-based 

Marketplaces. Around 70 percent of enrollees had purchased silver-level plans. 

https://www.cms.gov/CCIIO/Programs-and-Initiatives/Premium-Stabilization-Programs/Downloads/June-30-2016-RA-and-RI-Summary-Report-5CR-063016.pdf


Of note, the Consumer Operated and Oriented Plan (CO-OP) program established by the ACA to 

bring small-size government-funded insurance providers to local markets continues to struggle.  

 

The CO-OP program was hit especially hard by the budget-neutral risk-adjustment program that 

was meant to bring stability to insurance providers under the ACA but instead created a massive 

financial shortfall for Plans and providers. While the larger providers have largely been able to 

weather the shortfall of risk-corridor payments, the CO-OPs have not. Subsequently, of the 23 

original CO-OPs only 9 remain with the recent announcement of the closing of Connecticut’s 

CO-OP HealthyCT. 

 

The latest ACA enrollment figures tell a mixed story. There is a definitive improvement in the 

number of enrollees from 2015 to 2016; however, the figures are still far lower than prior years’ 

projections from the Congressional Budget Office, which have been subsequently lowered in 

their 2016 report. Nonetheless, despite the imperfections of the ACA the nation’s uninsured rate 

currently stands at an all-time low of nine percent. 

 

The vast majority of the newly insured are being covered by the Medicaid expansion initiative 

rather than through the purchase of private health insurance.   
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CMS Updates HIPAA Administrative Simplification Website 
 

CMS has launched a new and improved version of its webpage for HIPAA Administrative 

Simplification information. According to CMS, the new page features streamlined content and 

easier navigation. The new site also includes updated content on several important topics 

including:  

 

 HIPAA and ACA 

 Transactions 

 Code Sets 

 Operating Rules 

 Unique Identifiers 

 Enforcement 

 

CMS would like those who bookmark this page in their web browser to know that the URL for 

the site has changed meaning they need to update their bookmark. Interested persons can also 

subscribe to Administrative Simplification updates by email. 
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OIG Releases Report on Senior Medicare Patrols 

 

On June 3
rd

, the Department of Health and Human Services (HHS) Office of the Inspector 

General (OIG) released a report on the efficacy of the Senior Medicare Patrol (SMP) program in 

https://assets.documentcloud.org/documents/2940126/Healthy-CT-Order-of-Supervision.pdf
https://www.cbo.gov/sites/default/files/114th-congress-2015-2016/reports/51129-2016Outlook_OneCol-2.pdf
http://go.cms.gov/AdminSimp
http://links.govdelivery.com/track?type=click&enid=ZWFzPTEmbXNpZD0mYXVpZD0mbWFpbGluZ2lkPTIwMTYwNjIzLjYwNjczNzMxJm1lc3NhZ2VpZD1NREItUFJELUJVTC0yMDE2MDYyMy42MDY3MzczMSZkYXRhYmFzZWlkPTEwMDEmc2VyaWFsPTE3NzUyNzU3JmVtYWlsaWQ9cmVpdGVybUBjYXBpdG9sYXNzb2NpYXRlcy5jb20mdXNlcmlkPXJlaXRlcm1AY2FwaXRvbGFzc29jaWF0ZXMuY29tJnRhcmdldGlkPSZmbD0mZXh0cmE9TXVsdGl2YXJpYXRlSWQ9JiYm&&&103&&&https://www.cms.gov/Regulations-and-Guidance/Administrative-Simplification/HIPAA-ACA/index.html
http://links.govdelivery.com/track?type=click&enid=ZWFzPTEmbXNpZD0mYXVpZD0mbWFpbGluZ2lkPTIwMTYwNjIzLjYwNjczNzMxJm1lc3NhZ2VpZD1NREItUFJELUJVTC0yMDE2MDYyMy42MDY3MzczMSZkYXRhYmFzZWlkPTEwMDEmc2VyaWFsPTE3NzUyNzU3JmVtYWlsaWQ9cmVpdGVybUBjYXBpdG9sYXNzb2NpYXRlcy5jb20mdXNlcmlkPXJlaXRlcm1AY2FwaXRvbGFzc29jaWF0ZXMuY29tJnRhcmdldGlkPSZmbD0mZXh0cmE9TXVsdGl2YXJpYXRlSWQ9JiYm&&&104&&&https://www.cms.gov/Regulations-and-Guidance/Administrative-Simplification/Transactions/TransactionsOverview.html
http://links.govdelivery.com/track?type=click&enid=ZWFzPTEmbXNpZD0mYXVpZD0mbWFpbGluZ2lkPTIwMTYwNjIzLjYwNjczNzMxJm1lc3NhZ2VpZD1NREItUFJELUJVTC0yMDE2MDYyMy42MDY3MzczMSZkYXRhYmFzZWlkPTEwMDEmc2VyaWFsPTE3NzUyNzU3JmVtYWlsaWQ9cmVpdGVybUBjYXBpdG9sYXNzb2NpYXRlcy5jb20mdXNlcmlkPXJlaXRlcm1AY2FwaXRvbGFzc29jaWF0ZXMuY29tJnRhcmdldGlkPSZmbD0mZXh0cmE9TXVsdGl2YXJpYXRlSWQ9JiYm&&&105&&&https://www.cms.gov/Regulations-and-Guidance/Administrative-Simplification/Code-Sets/index.html
http://links.govdelivery.com/track?type=click&enid=ZWFzPTEmbXNpZD0mYXVpZD0mbWFpbGluZ2lkPTIwMTYwNjIzLjYwNjczNzMxJm1lc3NhZ2VpZD1NREItUFJELUJVTC0yMDE2MDYyMy42MDY3MzczMSZkYXRhYmFzZWlkPTEwMDEmc2VyaWFsPTE3NzUyNzU3JmVtYWlsaWQ9cmVpdGVybUBjYXBpdG9sYXNzb2NpYXRlcy5jb20mdXNlcmlkPXJlaXRlcm1AY2FwaXRvbGFzc29jaWF0ZXMuY29tJnRhcmdldGlkPSZmbD0mZXh0cmE9TXVsdGl2YXJpYXRlSWQ9JiYm&&&106&&&https://www.cms.gov/Regulations-and-Guidance/Administrative-Simplification/Operating-Rules/OperatingRulesOverview.html
http://links.govdelivery.com/track?type=click&enid=ZWFzPTEmbXNpZD0mYXVpZD0mbWFpbGluZ2lkPTIwMTYwNjIzLjYwNjczNzMxJm1lc3NhZ2VpZD1NREItUFJELUJVTC0yMDE2MDYyMy42MDY3MzczMSZkYXRhYmFzZWlkPTEwMDEmc2VyaWFsPTE3NzUyNzU3JmVtYWlsaWQ9cmVpdGVybUBjYXBpdG9sYXNzb2NpYXRlcy5jb20mdXNlcmlkPXJlaXRlcm1AY2FwaXRvbGFzc29jaWF0ZXMuY29tJnRhcmdldGlkPSZmbD0mZXh0cmE9TXVsdGl2YXJpYXRlSWQ9JiYm&&&107&&&https://www.cms.gov/Regulations-and-Guidance/Administrative-Simplification/Unique-Identifier/UniqueIdentifiersOverview.html
http://links.govdelivery.com/track?type=click&enid=ZWFzPTEmbXNpZD0mYXVpZD0mbWFpbGluZ2lkPTIwMTYwNjIzLjYwNjczNzMxJm1lc3NhZ2VpZD1NREItUFJELUJVTC0yMDE2MDYyMy42MDY3MzczMSZkYXRhYmFzZWlkPTEwMDEmc2VyaWFsPTE3NzUyNzU3JmVtYWlsaWQ9cmVpdGVybUBjYXBpdG9sYXNzb2NpYXRlcy5jb20mdXNlcmlkPXJlaXRlcm1AY2FwaXRvbGFzc29jaWF0ZXMuY29tJnRhcmdldGlkPSZmbD0mZXh0cmE9TXVsdGl2YXJpYXRlSWQ9JiYm&&&108&&&https://www.cms.gov/Regulations-and-Guidance/Administrative-Simplification/Enforcements/index.html
http://links.govdelivery.com/track?type=click&enid=ZWFzPTEmbXNpZD0mYXVpZD0mbWFpbGluZ2lkPTIwMTYwNjIzLjYwNjczNzMxJm1lc3NhZ2VpZD1NREItUFJELUJVTC0yMDE2MDYyMy42MDY3MzczMSZkYXRhYmFzZWlkPTEwMDEmc2VyaWFsPTE3NzUyNzU3JmVtYWlsaWQ9cmVpdGVybUBjYXBpdG9sYXNzb2NpYXRlcy5jb20mdXNlcmlkPXJlaXRlcm1AY2FwaXRvbGFzc29jaWF0ZXMuY29tJnRhcmdldGlkPSZmbD0mZXh0cmE9TXVsdGl2YXJpYXRlSWQ9JiYm&&&109&&&https://public.govdelivery.com/accounts/USCMS/subscriber/new?topic_id=USCMS_7834
http://www.smpresource.org/Content/What-SMPs-Do.aspx


2015. The SMP program was established in 1997 to “prevent, detect, and report health care 

fraud, errors, and abuse through outreach, counseling, and education.” It is essentially a formal 

organization of Medicare beneficiaries who volunteer to report fraud waste and abuse. The 

ultimate goal of the SMP program is to protect the health and health of benefits of the American 

public, while saving the federal healthcare programs from spending more than they need to. 

 

The SMP program is funded by grants given by HHS’ Administration for Community Living 

(ACL) and it essentially functions by training volunteers to identify waste, fraud and abuse in the 

federal healthcare programs. These trained senior volunteers go on, either through presentations 

or one-on-one sessions, to educate a wide array of Medicare and Medicaid beneficiaries on how 

to protect their identity, read Medicare summary notices and avoid falling for scams. 

 

According to the OIG report there is a minimum of one SMP program in each of the 50 states 

and the total SMP program received $17.6 million in funding for 2015. In October 2015, the 

ACL implemented a new SMP Information and Reporting System (SIRS) to better assess the 

efficacy of the SMP program. The report generated through SIRS projected that throughout 2015 

the SMP program generated $2.5 million in expected recoveries for the Medicare program, a 282 

percent increase from 2014. This amount of recoveries for Medicare, while admittedly modest 

compared to the program’s total expenditures of well over $600 billion, still illustrates a step in 

the right direction. According to the report, the SMP has led to $23 million in recoveries since its 

inception in 1997.  

 

Of note, there are likely more recoveries or cost-savings that could and should be attributed to 

the SMP program but it is not always possible to track these savings. Most undetected savings 

are generated by Medicare beneficiaries who are able to prevent fraud and waste as a result of 

knowledge gained from the SMP program – savings that would not appear through any reporting 

systems.  
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CMS Transmittals 

 

The following Transmittals were released by CMS between June 1
st
 and June 30

th
. 

 

Transmittal 

Number 
Subject 

Effective 

Date 

R660PI 

Comprehensive Error Rate Testing (CERT) program Treatment of 

Claims in the Prior Authorization Model 
2016-07-05 

R3552CP 

July 2016 Update of the Hospital Outpatient Prospective Payment 

System (OPPS) 
2016-07-05 

R3553CP 

New Condition Code for Reporting Home Health Episodes With 

No Skilled Visits 
2016-07-05 

http://oig.hhs.gov/oei/reports/oei-02-16-00190.pdf
https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/2016-Transmittals-Items/R660PI.html
https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/2016-Transmittals-Items/R3552CP.html
https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/2016-Transmittals-Items/R3553CP.html


R3549CP 

Pub. 100-04, Chapter 29 – Appeals of Claims Decisions Update: 

Revisions to Timeliness Requirements for Forwarding Misfiled 

Appeal Requests, Reconsideration Request Form, and Guidelines 

for Writing Appeals Correspondence 

2016-07-26 

R659PI Update to Pub. 100-08, Chapter 15 2016-07-26 

R3550CP New Waived Tests 2016-10-03 

R100GI 

Medicare Fee-for-Service Change Request Correction and Rescind 

Process 
2016-07-05 

R1677OTN 

Revised Fee Schedules for Healthcare Common Procedure Coding 

System (HCPCS) Code E1012 in Association with Change Request 

9642 

2016-07-05 

R3551CP 

July Quarterly Update for 2016 Durable Medical Equipment, 

Prosthetics, Orthotics and Supplies (DMEPOS) Fee Schedule 
2016-07-05 

R658PI Medicare Program Integrity Data Analysis--Update 2016-02-01 

R3547CP New Physician Specialty Code for Dentist 2017-01-03 

R269FM New Physician Specialty Code for Dentist 2017-01-03 

R657PI 

Special Provisions for Lab Additional Documentation Requests 

(ADRs) 
2016-07-18 

R3546CP 

October Quarterly Update to 2016 Annual Update of HCPCS 

Codes Used for Skilled Nursing Facility (SNF) Consolidated 

Billing (CB) Enforcement 

2016-10-03 

R1674OTN 

Medicare Administrative Contractors (MACs) Analysis of the 

Proposed Contract CMS Security Clause Update 
2016-07-18 

R656PI 

Medical Review of Skilled Nursing Facility Prospective Payment 

System (SNF PPS) Bills 
2016-06-28 

R1675OTN 

System Changes to Implement Section 231 of the Consolidated 

Appropriations Act, 2016, Temporary Exception for Certain Severe 

Wound Discharges From Certain Long-Term Care Hospitals 

(LTCHs) 

2016-10-03 

https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/2016-Transmittals-Items/R3549CP.html
https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/2016-Transmittals-Items/R659PI.html
https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/2016-Transmittals-Items/R3550CP.html
https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/2016-Transmittals-Items/R100GI.html
https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/2016-Transmittals-Items/R1677OTN.html
https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/2016-Transmittals-Items/R3551CP.html
https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/2016-Transmittals-Items/R658PI.html
https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/2016-Transmittals-Items/R3547CP.html
https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/2016-Transmittals-Items/R269FM.html
https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/2016-Transmittals-Items/R657PI.html
https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/2016-Transmittals-Items/R3546CP.html
https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/2016-Transmittals-Items/R1674OTN.html
https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/2016-Transmittals-Items/R656PI.html
https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/2016-Transmittals-Items/R1675OTN.html


R3544CP New Physician Specialty Code for Dentist 2017-01-03 

R268FM New Physician Specialty Code for Dentist 2017-01-03 

R99GI 

Medicare Fee-For-Service Change Request Correction and Rescind 

Process 
2016-06-20 

R154SOMA Revisions to the State Operations Manual (SOM) –Chapter 2 N/A 

R155SOMA Revisions to the State Operations Manual (SOM) –Chapter 5 N/A 

R156SOMA 

Revisions to the State Operations Manual (SOM) - Appendix P – 

Survey Protocol for Long Term Care Facilities 
N/A 

R157SOMA 

Revisions to the State Operations Manual (SOM) - Appendix PP – 

Guidance to Surveyors for Long Term Care Facilities 
N/A 

R3540CP Billing of Vaccine Services on Hospice Claims 2016-10-03 

R3538CP 

JW Modifier: Drug amount discarded/not administered to any 

patient 
2017-01-03 

R1673OTN 
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