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CMS Publishes Final Rule for New Quality Payment Program 
 

On October 14
th

, CMS released the Final Rule that implements the new Quality Payment 

Program (QPP) established by the Medicare Access and CHIP Reauthorization Act of 2015 

(MACRA). MACRA repealed the unpopular Medicare Sustainable Growth Rate Formula (SGR) 

for determining updates to Medicare Part B revenue and replaced it with the new QPP called the 

Merit-based Incentive Payment System. HBMA submitted extensive comments to CMS on the 

proposed rule. Many of HBMA’s concerns were also raised by other organizations. CMS 

addressed most of those concerns in the final rule.  

 

CMS also created a new interactive website to educate providers and help them participate in 

MIPS.  

 

MIPS requires Eligible Clinicians (EC) to report data across four performance categories, 

Quality, Cost, Clinical Practice Improvement and Advancing Care Information through the use 

of technology. ECs receive a Composite Performance Score (CPS) based on their performance 

across all four categories.  

 

https://www.federalregister.gov/documents/2016/11/04/2016-25240/medicare-program-merit-based-incentive-payment-system-and-alternative-payment-model-incentive-under
https://qpp.cms.gov/


For 2017 and 2018, an EC is defined as a Physician, PA, NP, Clinical Nurse Specialist or Nurse 

Anesthetist. The MACRA statute authorizes the Secretary of Health and Human Services to add 

other health professionals to the list of ECs in future years. Examples of these could be Physical 

Therapists, Occupational Therapists and mental/behavioral health professionals. No 

determination on who, or if, additional health professionals will be added had been made at the 

time of the release of this final rule.   

Every ECs CPS is compared against each other’s and against a benchmark score that will 

determine whether or not the EC will be subject to a negative, neutral or positive payment 

adjustment. ECs who surpass a threshold for participating in an approved Alternative Payment 

Model (APM), called an Advanced APM, are exempt from MIPS reporting and payment 

adjustments and can earn a five percent incentive payment adjustment. 

 

2017 is the first reporting year for MIPS. Data reported in 2017 will affect payments in 2019 by 

as much as four percent up or down although most ECs will fall somewhere in between. ECs can 

report data individually or as part of a group.  

 

For 2017 MIPS reporting, CMS is scaling back much of its original proposal for how the MIPS 

program will operate. The Agency is treating 2017 as a “transition year” that provides easier 

mechanisms for participation and moves away from the all or nothing approach to participating 

in MIPS. CMS expects to treat 2018 as a transition year as well but the Agency still intends to 

increase the participation requirements. 

 

The Final Rule creates new options for participating in MIPS in terms of the amount of data that 

needs to be reported and the length of the reporting period. ECs who do not report any MIPS 

data in 2017 will be subject to a four percent payment reduction in 2019. ECs will avoid a 

negative payment adjustment if they report on at least one quality measure or one clinical 

practice improvement activity for any period of time in 2017. ECs can also avoid a negative 

payment adjustment by reporting data for all of the “base score” measures under the Advancing 

Care Information (ACI) category.  

 

For 2017, ECs who fully report MIPS data across all four performance categories for a period of 

90 consecutive days will avoid the negative payment adjustment and will be eligible for a small 

positive payment adjustment in 2019. ECs who fully report MIPS data across all four categories 

for the entirety of 2017 will be eligible to earn the maximum four percent payment adjustment. 

ECs who earn a CPS score of 70 or higher can be eligible for additional bonuses for high 

performance.  

 

The length of time an EC chooses to report data will determine what payment adjustments for 

which they will be eligible, but their CPS will ultimately determine how much of an adjustment 

they receive. 

 

Additionally, CMS is reducing the amount of data that needs to be reported to achieve full 

participation. CMS is reducing the number of required measures that need to be reported for the 

Quality, Clinical Practice Improvement and Advancing Care Information categories. Small and 

rural practices received an even greater reduction in the amount of required reporting measures.  

 



CMS will not factor an EC’s performance on the Resource Use (cost) category into the 2017 

CPS. The Resource Use category has been reweighted to count for zero percent of an ECs CPS 

in 2017. Resource Use was originally weighted at 10 percent for the first reporting year before 

increasing gradually to 30 percent over the next few reporting years. To account for the 

reweighting of the cost category to zero in 2017, the weight of the Quality category will increase 

by 10 percent to 60 percent of an EC’s CPS. Advancing Care Information and Clinical Practice 

Improvement maintain their respective weights of 25 percent and 15 percent in 2017.  

 

Almost one-third of ECs will be exempt from MIPS reporting because they fall below the “low-

volume threshold.” ECs who submit claims to Medicare for 100 or fewer patients or who submit 

claims for $30,000 or in Medicare Part B allowed charges, are exempt from MIPS reporting and 

payment adjustments. Additionally, CMS is increasing the patient encounter threshold for the 

non-patient facing provider exemption from 25 or fewer encounters to 100 or fewer encounters.  

 

As mentioned before, ECs who meet a threshold for participation in Advanced APMs are exempt 

from MIPS reporting and payment adjustments. CMS finalized a list of seven Advanced APMs 

for 2017 but intends to add at least four new models to the list in 2018. ECs can qualify as 

Advanced APM participants based on the percentage of their revenue they receive from 

Advanced APMs or the percentage of patients they treat through Advanced APMs.  

 

ECs who qualify as Advanced APM participants in 2017 will receive a lump sum bonus payment 

in 2019 equal to five percent of their 2018 Medicare Part B revenue. ECs can qualify as a partial 

Advanced APM participant by meeting lower revenue or patient thresholds to remain exempt 

from MIPS but will not be eligible for the five percent incentive payment.  

 

Finally, although many stakeholders applauded the addition of partial MIPS reporting options 

because it will save many ECs from a negative payment adjustment in 2017, these new options 

could have a significant impact on the positive payment adjustments as well. MACRA requires 

the MIPS payment adjustments to be budget neutral. The positive payment adjustments must be 

equal to the amount of negative payment adjustments.  

 

Under the new reporting options, only ECs who do not report any data will be subject to a 

negative payment adjustment. The new partial reporting options make it very easy to avoid a 

negative payment adjustment and should significantly reduce the amount of negative payment 

reductions. This means that there will also be less money available to pay for the positive 

payment adjustments.  

 

As CMS points out, ECs who report MIPS data for all four categories for at least 90 days in 2017 

will be eligible for at least a small positive payment adjustment in 2019. However, with less 

money expected to be available due to the new partial reporting options, positive payment 

adjustments will most likely be very small. CMS predicts that only five percent of ECs will be 

subject to a negative payment adjustment, leaving little money to be divided among all of the 

ECs who quality for a positive adjustment.  

 

CMS estimates that approximately 700,000 ECs will be required to report under MIPS in 2017. 

Nearly 400,000 ECs will be exempt due to their classification as “low-volume”.  Another 85,000 

https://www.cms.gov/Newsroom/MediaReleaseDatabase/Press-releases/2016-Press-releases-items/2016-10-25.html


will be exempt from MIPS because they are “newly enrolled” in Medicare.  And, roughly 13,000  

ECs will be exempt from MIPS as a result of their participation in an Advanced APM in 2017.   

 

A more detailed summary of the final rule as well as an analysis of CMS’ reaction to 

HBMA’s comments can be found on the HBMA website. HBMA will also be facilitating 

an educational webinar on the Final Rule on November 14
th

 featuring HBMA Director of 

Government Relations Bill Finerfrock.  
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ACA Open Enrollment Underway As Many Past Challenges Remain 
 

On November 1
st
, customers were able to begin shopping for health insurance on the federal and 

state exchanges established under the Affordable Care Act (ACA) for coverage beginning in 

2017. The Obama Administration is estimating a modest increase of 1.1 million new people 

enrolling in a plan this year with a total of enrollment estimate of 13.8 million. 12.7 million 

people enrolled in plans in 2016 but only 10.5 million maintained coverage throughout the entire 

year. The Administration believes that of the 13.8 million expected enrollees, only 11.4 million 

estimate will maintain coverage for the entire 2017 plan year. 

 

As with most years, premiums are increasing. However, according to the Department of Health 

and Human Services (HHS) Assistant Secretary for Planning and Evaluation (ASPE), this year 

premiums are increasing much more than they usually do. The second-lowest cost silver plan, 

which is the benchmark plan for each market that determines the financial subsidies, premiums 

are increasing by 25 percent on average across the country. These plans increased by only 7.5 

percent last year.  

 

Many consumers will be insulated from the brunt of the premium increases because most 

consumers purchasing insurance through an exchange are eligible for the Advance Premium Tax 

Credit subsidy. According to ASPE, after factoring in the Advance Premium Tax Credit most 

consumers will still be able to find a bronze or silver-level plan for under $100. However, these 

plans will typically come with higher copays and deductibles than the consumer may have paid 

previously.   

 

Consumers are not the only ones facing challenges. Many insurers have been losing money on 

the exchanges prompting some such as UnitedHealth to pull out of most exchanges in 2017. The 

few that are profitable are only turning small profits. Health Plans remaining in the exchange 

hope that increasing premiums will reverse the trend of financial losses.   

 

Contributing factors to the financial struggles of exchange portfolios include higher than 

expected costs for insurers and the expiration of two of the three risk-adjustment programs. Also, 

it appears that insurers may have underpriced their products in past years possibly because of a 

lack of data from the upstart exchanges or perhaps because of their overreliance on the soon-to-

be ending risk adjustment programs. Now that several years of data is available, the increased 

premiums likely reflect a more accurate cost for insuring the exchange population.  

 

http://www.hbma.org/meeting_calendar/details.php?event=1681
https://aspe.hhs.gov/pdf-report/marketplace-enrollment-projections-2017
https://aspe.hhs.gov/pdf-report/health-plan-choice-and-premiums-2017-health-insurance-marketplace


Unbalanced risk pools are also a significant contributing factor to insurer’s financial struggles. 

For all three years the exchanges have existed, enrollment of younger individuals has lagged.  

This means fewer healthy individuals are enrolling to balance the higher costs of the older 

enrollees who clamored to sign up. Another often cited contributing factors has been the 

statutory limit on the amount insurers can charge older enrollees compared to younger enrollees.  

The current ratio is three to one – the highest premium charged for a specific product sold on the 

exchange can be no more than three times the lowest premium charged for that same product.  

 

The individual mandate is intended to force consumers into purchasing insurance but the penalty 

for failure to insure has not worked as intended. The penalty for not maintaining insurance was 

phased-in incrementally, meaning it is still cheaper for many consumers to pay the penalty than it 

is to purchase insurance. Younger, healthier enrollees are willing to gamble that they will not 

need to utilize the health care system very often – meaning they will save money paying the 

penalty rather than paying for health insurance they don’t feel they need. Many young consumers 

are also taking advantage of the provision of the ACA that allows them to remain on their 

parent’s plan until they are 26 years old which keeps them out of the exchanges.  

Insurers are also citing the fact that consumers avoid paying a full year’s worth of premiums and 

only carry coverage when they need it. Insurers argue that consumers can take advantage of 

special enrollment periods to enroll in plans when it is convenient for them outside of the open 

enrollment period. This argument seems to be supported by the Administration’s projections that 

millions of people will not (and have not) maintained their coverage throughout the calendar 

year.   

 

Finally, the ACA requires Health Plans to maintain coverage for enrollees for 90 days after a 

consumer fails to pay his/her premium on time. Acting CMS Administrator Andy Slavitt recently 

remarked that upwards of 25-30 percent of exchange enrollees are not paying their premiums on 

time.  

 

As insurers reduce their participation, many consumers will be forced to shop for new plans 

rather than automatically reenrolling in the plan they had this past year. While there will likely 

be price competitive options for those consumers, a new plan with a new network could force 

those consumers to change providers.  

 

In response to these challenges, the Administration is making an effort to bolster enrollment of 

the younger demographics. The Administrations outreach strategy includes a direct mail 

campaign targeting young adults in addition to digital efforts. The outreach strategy will 

emphasize the financial subsidies to help make insurance premiums affordable. Additionally, the 

Administration is requiring insurers to offer standardized plan options with pre-established cost-

sharing requirements to simplify the selection process for some consumers.  

 

Consumers have until January 31, 2017, to renew or purchase coverage through the exchange.  

After January 31
st
, the exchanges will no longer be able to sell a plan to a consumer unless the 

consumer qualifies for one of the special enrollment events.   
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https://blog.cms.gov/2016/10/05/talking-with-the-industry-about-the-future-of-health-care-in-america/#_ftnref1


CMS Finalizes 2017 MPFS and HOPPS Rules 

 

It’s that time of year again where the Centers for Medicare and Medicaid Services (CMS) 

releases a deluge of updates to its various Medicare payment systems. Within a day of each 

other, CMS published the final rules for both the Medicare Physician Fee Schedule (MPFS) and 

the Hospital Outpatient Prospective Payment System (HOPPS) that will affect payments under 

those systems for 2017.  

 

CMS finalized a small increase to the 2017 MPFS Conversion Factor (CF) despite initially 

proposing a small reduction. Rounded up, CMS is including a $0.9 cent increase in payments for 

each Relative Value Unit (RVU) assigned to a medical service. Under the RVU system, 

Medicare assigns a unit value to each medical service based on practice expense, physician work 

and medical malpractice. The service’s RVUs are then multiplied by the CF (along with a few 

other adjustments) to determine Medicare’s reimbursement for medical services.  

 

The 2017 CF factors in several Congressionally-mandated adjustments. One example is a 

downward adjustment for multiple procedure payment reduction (MPPR) for certain imaging 

services. Congress originally required CMS to reduced professional component payments when 

multiple imaging procedures are furnished by the same physician (or physician in the same group 

practice) to the same patient, in the same session, on the same day because there is an overlap in 

the amount of resources when multiple images are taken. Originally, payment for images other 

than the initial image were required to be reduced by 25 percent but this was eventually reduced 

by Congress to only five percent. Congress also required this reduction to be budget neutral, 

meaning the CF would have to be adjusted to account for increased medical spending due to a 

lower reduction under the MPPR.  

 

The following chart shows how CMS arrived at the CF for 2017. 

 

Conversion Factor in effect in CY 2016     35.8043 

Mandated Update Factor   0.50 percent (1.0050)    

CY 2017 RVU Budget Neutrality 

Adjustment 

-0.013 percent (0.99987)     

CY 2017 Target Recapture Amount   -.18 percent (.9982)    

CY 2017 Imaging MPPR Adjustment -0.07 percent (0.9993)    

CY 2017 Conversion Factor     35.8887 

 

In addition to the adjustments to the CF and RVUs, CMS also uses the MPFS to make other 

reimbursement policy changes. For example, CMS is making several additions to how primary 

care can be coded to separate care management from traditional evaluation and management 

(EM) coding that is typically used for primary care services. CMS is adding $140 million to 

Medicare Part B primary care payments as a whole.  

 

https://www.cms.gov/Newsroom/MediaReleaseDatabase/Fact-sheets/2016-Fact-sheets-items/2016-11-02.html
https://www.cms.gov/Newsroom/MediaReleaseDatabase/Fact-sheets/2016-Fact-sheets-items/2016-11-01-3.html


The HOPPS Final Rule affects services provided in Hospital Outpatient Departments (HOPD) 

and Ambulatory Surgical Centers (ASC). CMS estimates a 1.7 percent payment increase for 

hospitals paid under the OPPS in CY 2017. CMS estimates a 1.9 percent payment increase for 

ASCs.  

 

HBMA will release a more detailed summary of the MPFS Final Rule that analyzes CMS’ 

response to the comments HBMA submitted on the proposed rule.  
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CMS goes to HBMA 

 

As many of you know, for the past 10 years, HBMA leaders have been going to CMS for a day 

long visit with various Department heads to discuss issues and concerns of mutual interest.  

These CMS days have allowed HBMA and CMS leaders to develop valuable relationships and 

provide one another with insight into how a billing company works and how the policy making 

process works. 

 

Over the years, HBMA has invited CMS leaders to visit a billing company to see how the 

“sausage is made” so to speak.  A few months ago, CMS reached out to the HBMA GR staff to 

see about taking us up on the offer. 

 

CMS wanted to visit a billing company and a medical practice in the Baltimore area to see “a day 

in the life of a claim”.   

 

On October 27th, 10 CMS staff from the National Standards Group – the group within CMS that 

writes, oversees and enforces HIPAA administrative simplification standards – led by Division 

Director Shana Olshan, visited a radiology practice (Advanced Radiology) and PMI, the medical 

billing company owned by HBMA GR Committee member Dave Nicholson, CHBME.  

Fortunately, the PMI and AR offices were located within a few minutes’ drive of one another and 

the logistics of moving people from one site to the other went very smoothly.   

 

During the day-long field trip, CMS staff listened to physicians, coders, billing department 

managers and company executives talk about the process of taking medical record information or 

a medical order and converting that into a billable claim for the client or practice.   

 

Through the use of power point presentations, staff at both offices were able to demonstrably 

show and talk about the various points a claim is “touched”, how they must gather information to 

populate the claim or complete EHR documentation.     

 

Much of the discussion centered around the usability of the various claims transaction operating 

rules.  The utility of the 837/835; how, or if, the offices used the electronic claims status function 



or the electronic eligibility inquiry functions.  Did Plans offer them this option and if they didn’t 

why had neither group ever submitted a HIPAA complaint.   

 

The answers were illuminating for the CMS staff.  The concept of developing internal “work 

arounds” seemed shocking to the CMS staff.  Even some of the executives from both AR and 

PMI were unaware of some of the IT work arounds their respective staff had put into systems to 

ensure that claims got processed and paid.   

 

AR staff were able to provide a detailed explanation of the process their staff must go through to 

try to reach patients to obtain necessary demographic information and how the use of electronic 

order entry systems had actually increased their administrative time (and cost) and not reduced 

their time or costs as the CMS staff expected.   

 

In one instance, the front office shared data documenting how the addition of two questions they 

must ask patients as part of their information gathering process HIPAA requires had added 20 

seconds to the typical patient phone call.  This didn’t seem like much, until they pointed out to 

the CMS staff that the particular office we were in handled roughly 6,000 calls per day and that 

adding 20 seconds to every call resulted in the need to hire 1.5 FTEs in order to maintain their 

turn-around time for phone calls.   

 

Following the nearly six hours of discussions CMS staff left far more educated about the day in 

the life of a claim. They had no idea what all was involved for the complexity of the billing 

process.   

 

In a follow-up email from the CMS staff, they said, “on a scale of 1 – 10, this was a 100!”  In 

fact, one CMS staffer in attendance was going to recommend that ALL CMS staff be required to 

hear this presentation.  Given that arranging site visits for the thousands of people who work for 

CMS is impractical we are discussing the possibility of having some folks from billing 

companies and medical practice office staff put together a presentation for delivery at the CMS 

auditorium in Baltimore with video links to all of their regional offices.   

 

HBMA wants to thank Lorraine Doo, CMS Senior Advisor for reaching out and working with 

HBMA staff to make this happen.  We’d also like to thank Shana Olshan, Director of the 

National Standards Group for agreeing to allow her staff time out of the office to participate in 

this field trip.   

 

Finally, we want to thank Dave Nicholson and his dedicated group of professionals at PMI for 

opening your doors to CMS and doing such a great job presenting them with the information 

they were seeking on “a day in the life of a claim.”   
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CMS Awards New Recovery Audit Contractor (RAC) Contracts 



 

On October 31
st
, CMS selected the next round of contractors for the Recovery Audit Contractor 

(RAC) program. The RAC program contracts with private companies for post payment auditing 

of what may be improper Medicare payments. The contractors are typically compensated 

through a contingency fee arrangement when they identify improper payments (i.e. Medicare 

paid too much or too little). Although a financial success for CMS, recovering $8 billion in the 

last 7 years, the program has faced controversy due to aggressive practices which have led to an 

overload of complaints and a backlog of appeals.  

 

Under the RAC program the country is divided into four geographic regions. Contractors are 

assigned to review claims in a specific region.  A contractor is also retained to review claims on 

Durable Medical Equipment, Prosthetics, Orthotics, and Supplies (DMEPOS) nationally. 

Contractors can be awarded contracts in multiple regions.   

 

The contractor selected for Region One, which consists primarily of the Northeast and part of the 

Great Lakes region, is Performant Recovery, Inc. The contractor selected for Region 2, which 

consists primarily of the Midwest and Texas, and Region 3, which consists primarily of the 

South Atlantic states, is Cotiviti, LLC. The contractor selected for Region 4, which consists of 

the West as well as Pennsylvania, Maryland, Delaware, and New Jersey, is HMS Federal 

Solutions. Performant Recovery, Inc. was also selected as the DMEPOS contractor.  

 

The RACs will operate under revised contract terms. RACs will now only be allowed to review 

claims that are up to six months old in cases where the hospital submits the claim within 3 

months of the date of service. This is much more restrictive than the previous three year limit on 

claim reviews. RACs are also required to maintain an overturn rate of less than 10 percent at the 

first level of appeal and are required to maintain an accuracy rate of at least 95 percent. CMS 

also sets greater limits on the RACs Additional Document Request (ADR) abilities.  

 

In another break from the past, RACs will now only review claims that have first been 

investigated by quality improvement organizations (QIO) and then referred to them, rather than 

being the first line of review themselves.  
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GAO Recommends More Unified Quality Measures 

 

On October 13
th

  the Government Accountability Office released a report calling for more 

meaningful, unified quality measures across healthcare programs. At present, Health Plans (both 

government and commercial) do not agree on a standard set of quality measures to track. In the 

current push toward value-based care, this situation could become worse and create confusion 

among providers and patients. For example, different programs may have a different benchmark 

or method of data collection for a measure that seeks to determine the same thing.  

 

https://www.cms.gov/Research-Statistics-Data-and-Systems/Monitoring-Programs/Medicare-FFS-Compliance-Programs/Recovery-Audit-Program/Recent_Updates.html
https://www.cms.gov/Research-Statistics-Data-and-Systems/Monitoring-Programs/Medicare-FFS-Compliance-Programs/Recovery-Audit-Program/Downloads/Recovery-Audit-Program-Enhancements11-6-15-Update-.pdf
http://www.gao.gov/assets/690/680433.pdf


Requiring providers to track multiple measures using multiple methodologies on how these could 

translate into final payments will create operational/business challenges that could significantly 

increase the administrative costs for the typical medical practice.   

 

GAO says that this situation has arisen due to different methods of data collection and 

management, lack of meaningful measures, and decentralized decision making. The healthcare 

industry’s movement to incorporate electronic health records has left the state of data collection 

in flux, because there is no universal standard that would make data easily comparable. The lack 

of standards can also lead to important data being omitted.  

 

Although the vast number of available quality measures on which a physician can report has 

given providers flexibility to find what works for them, it has also allowed payers flexibility in 

deciding which measures to use. This has created a situation where each payer, public and 

private, decides on different measures to consider, creating more confusion and operational 

challenges for providers.  

 

Finally, GAO asserts that the vast number of available measures has contributed to the lack of 

consensus on which of these measures lead to tangible improvements in quality. According to 

the report,  

 

Although hundreds of quality measures have been developed, relatively few are measures 

that payers, providers, and other stakeholders agree to adopt, because few are viewed as 

leading to meaningful improvements in quality. 

 

It is significant that the GAO is acknowledging this widely held concern.  

 

GAO recommended that CMS adopt electronic quality measures that rely on information 

provided digitally through electronic health records. CMS agreed with this recommendation, 

however, lack of standards in electronic health records may pose a challenge to the development 

of electronic quality measures.  

 

GAO also recommended that CMS develop a comprehensive plan with timelines, for how to 

target its development of new, more meaningful quality measures. The GAO feels that CMS 

should focus on developing measures that will promote greater alignment, especially measures to 

strengthen the core measure sets that CMS and private payers have agreed to use. While HHS 

agreed with this recommendation, the agency noted that it cannot require other entities that 

develop measures, to adhere to particular timelines. In response, GAO reiterated that CMS 

should set an example for other entities to develop meaningful measures.  

 

Ultimately, the GAO report is intended to highlight challenges posed to implementing 

meaningful quality measures. GAO recommendations attempt to streamline the process of data 

management so that more resources can be spent on improving the quality of care. GAO and 



CMS are attempting to cut down on confusion and make it easier for providers to report the 

relevant data. 
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ICD-10 Specificity “Grace Period” Has Ended 
 

October 1
st
 marked one year since ICD-10 replaced ICD-9 as the diagnostic code set for all 

HIPAA-standard health insurance claims. The new coding system significantly increased the 

amount of data that is captured by diagnostic codes including greater specificity regarding 

disease severity and greater data on the specific anatomy the disease or condition is affecting.  

 

Rather than diagnosing a broken hand, ICD-10 allows providers to document precise details such 

as which specific bone was broken on which hand as well as the severity of the fracture. This 

ability for more granular documentation therefore required an increase from about 14,000 ICD-9 

codes to about 70,000 codes under ICD-10.  

 

The HBMA membership, provider community and other stakeholders were understandably 

anxious about such a daunting increase in codes and questioned whether or not the healthcare 

revenue cycle system could seamlessly transition to ICD-10 without any issues or disruptions in 

payments. However, October 1, 2015, came and went with some notable issues but without the 

major disruptions that many feared were inevitable.  

 

Claims adjudication rules have always required that a claim be coded to the greatest degree of 

specificity available.  Because the information embedded in an ICD-9 code was less specific than 

what is in the ICD-10 code, the prospect of a claim being rejected due to lack of specificity was 

limited under ICD-9.  With ICD-10, however, the possibility that claims could be rejected due to 

lack of specificity multiplied by several times.  It wasn’t enough to select a code indicating that 

the patient had a broken bone, under ICD-10, the provider could specific laterality and cause as 

well.  How “specific” would a claim have to be before it could be rejected was a common 

concern? 

 

After some pushback from the AMA, HBMA and others CMS announced a one year “grace 

period” that ensured medical reviews by CMS contractors could not deny a claim due to lack of 

specificity. The one year grace period expired on October 1
st
 of this year leading CMS to 

publicly announce in and updated FAQ page that the grace period will not be extended.  

 

The announcement notes that providers should already be coding to the highest level of 

specificity and that the grace period was limited only to contractors performing medical reviews. 

It also notes that this grace period did not apply to commercial insurers who set their own 

policies regarding coding flexibility.  

 

The announcement also includes several resources to help stakeholders correctly use ICD-10 

including an updated list of ICD-10 codes and educational materials on topics such as 

unspecified codes and how to choose the proper specificity.  

 

https://www.cms.gov/Medicare/Coding/ICD10/Clarifying-Questions-and-Answers-Related-to-the-July-6-2015-CMS-AMA-Joint-Announcement.pdf
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Report Highlights Millions in Improper Medicare Payments are provided to Prisoners  

 

On October 7
th

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

General (OIG) released a report documenting approximately $34 million in payments improperly 

made by the CMS to cover medical services rendered to Medicare beneficiaries who are 

incarcerated. Medicare generally does not pay for services rendered to incarcerated beneficiaries. 

The report was commissioned as part of the Medicare Access and CHIP Reauthorization Act of 

2015 (MACRA) to ensure payments are not made on behalf of these beneficiaries. 

 

The improper payments stem from the inability of Medicaid to determine whether a beneficiary 

is in prison or jail. CMS does not have the capacity to identify incarcerated individuals not the 

ability to track or monitor and individual’s judicial status. CMS relies upon the Social Security 

Administration (SSA) for this information.  

 

Readers of the Washington Report may recall that a few years ago, CMS began denying 

payments to “incarcerated” individuals using the Social Security Administration’s database.  

Shortly after this program began, it quickly became apparent that there were flaws in the SSA 

database.  Apparently SSA was quite adept at entering individuals into the database upon 

incarceration but less diligent about removing the “incarcerated” notation upon the individual’s 

release.  As a result, thousands of individual Medicare beneficiaries were listed in the SSA 

database as being “incarcerated” when in fact they were not.  In some cases, the incarcerations 

had occurred decades before (sometimes very minor offenses resulting in brief jail time) but the 

SSA had never removed the “incarcerated” designation from their record.   

 

Similarly, it was determined that many individuals who were incarcerated were not showing up 

in the SSA database and Medicare was paying for their care when in fact the prison or jail in 

which the person was being held was the responsible party.  

 

However, the report found that in most instances when a person was properly identified as 

“incarcerated”, CMS’s policies and procedures generally prevented improper payments at the 

time that a claim was processed. 

 

The OIG recommended that Medicare make efforts to recover the improper payments and set up 

its own system to determine eligibility (i.e. stop relying on the Social Security Administration). 

Medicare will pursue efforts to recover the payments, however the agency maintains that they 

will continue to rely on outside databases rather than developing their own system. 

 

The issue of improper payments has been documented for several years, other OIG reports have 

documented tens of millions of dollars in improper payments between 2006 and 2011. This 

problem is largely an oversight issue, as Medicare is statutorily prohibited from making 

https://oig.hhs.gov/oas/reports/region7/71501158.pdf


payments for prisoners. CMS says that they will continue working with the SSA and hopes to get 

access to better data in the future. 
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ONC Increases its Regulatory Authority of EHRs  

 

On October 14
th

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

Coordinator for Health Information Technology (ONC) released a final rule that gives itself 

more authority for the oversight of the review and certification of Electronic Health Record 

(EHR) products and other electronic health information products. The rule establishes ONC’s 

authority to decertify health products that fail to meet ONC’s regulations. ONC would also have 

the authority to require the products to be removed from the market. If ONC were to decertify a 

product, the vendor would be issued a cease-and-desist notice and would be required to notify 

providers that had purchased the product. 

 

The rule specifies ONC action in two situations, when there is a risk to public health, and when 

there are challenges to ONC authorized certification bodies. ONC says that it has decided to 

focus only on these areas because of its recognition that there are other agencies and bodies that 

may also have jurisdiction over EHRs. ONC estimates that enforcement costs of this rule will 

add up to approximately $7 million annually. This amount is part of the total approximate ONC 

budget of $60 million, for FY 2017 ONC has requested $82 million.   

 

In addition to the Final Rule, ONC also published a new online guide to help providers better 

understand negotiations with EHR vendors and select the EHR product that is right for them. The 

guide covers a wide array of areas including: contract standards, negotiation tactics, data 

management, and security. Many EHR vendors have been accused of utilizing contracts that are 

very unfavorable to providers. This guide is an effort by CMS to address this concern.  
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Medicare Advantage Seamless Conversion Faces Consumer Challenges 

 

As of October 24
th

, CMS has stopped accepting rollover conversions from Health Plans seeking 

to switch their enrollees from Medicaid or commercial plans to Medicare Advantage (MA) plans 

once a beneficiary becomes eligible for Medicare. This process, called seamless conversion, 

allowed Health Plans to automatically move individuals who are enrolled in a Commercial or 

Medicaid product operated by the Health Plan into a Medicare Advantage product operated by 

that Health Plan once the beneficiary reaches 65.    

 

Plans were permitted to do this as long as they sent the beneficiary a written notice and opt-out 

option 60 days in advance of the conversion. According to beneficiary advocacy groups, because 

this was set up as an “opt out” rather than “opt in” process, many beneficiaries faced unexpected 

bills because they did not know they had been switched.  

https://www.federalregister.gov/documents/2016/10/19/2016-24908/onc-health-it-certification-program-enhanced-oversight-and-accountability
https://www.healthit.gov/sites/default/files/EHR_Contracts_Untangled.pdf
https://www.cms.gov/Medicare/Eligibility-and-Enrollment/MedicareMangCareEligEnrol/index.html


 

Additionally, converted beneficiaries discovered that the new plans had narrower networks that 

sometimes excluded the beneficiary’s existing providers from the new plan’s network. CMS 

disclosed that 29 insurance companies had been granted the ability to seamlessly convert their 

customers once the beneficiaries turn 65. 

 

CMS announced that it is temporarily halting this process over concerns from consumer 

advocacy groups. According to the announcement, “CMS is reviewing its policies for the 

optional seamless enrollment mechanism in light of recent inquiries regarding the mechanism, its 

use by MA organizations, and the beneficiary protections currently in place.” The announcement 

indicates that CMS will issue a Health Plan Management System (HPMS) memorandum 

clarifying current policy and requirements in the near future. 

  

Through 2015, 15,000 beneficiaries were put through the process of seamless conversion, 

although many others may have been considered. 

 

Advocacy groups have objected to this policy because of the lack of active decision-making by 

the patient. These groups argue that the policy runs contrary to the philosophy of allowing 

patients to make decisions about their care. Suggestions have been made to require multiple 

notifications to beneficiaries or an option to choose among other insurance plans. 

 

Return To Top 

 

CMS Awards $8 Million in Quality Improvement Grants 

 

On October 20
th

, CMS awarded a total of 20 grants to fund special innovation projects to 

improve quality and value in healthcare. The grants were issued to regional Quality Innovation 

Network-Quality Improvement Organizations (QIN-QIOs). Just over half the grants are intended 

for projects to expand successful improvement projects and the remainder are targeted at 

delivering better care at a lower cost. 

 

The organizations that have been awarded grants employ healthcare professionals to help advise 

beneficiaries on their quality of care. These organizations work towards increasing patient safety, 

care coordination and community health. 

 

Some of the grants targeted at improving quality at a lower cost have been awarded to facilities 

in North Carolina, Georgia, North Dakota, and South Dakota. These projects aim to improve 

hospice care and infection prevention and management. One grant that aims to expand a 

successful improvement project aims to standardize best practices in prescribing anticoagulants; 

interventions under this program are targeted toward improving clinical decisions support (CDS) 

through release of a mobile application and website. 

 

https://blog.cms.gov/2016/10/20/cms-awards-special-innovation-projects-to-QIN-QIO/


CMS awarded grants on the basis of their evidentiary support, scientific rigor, and feasibility of 

their interventions. A list of the grants is available on the CMS QIO program webpage.  
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OIG Reports Improper Medicare Chiropractic Payments 

 

Medicare Part B payments for chiropractic services are receiving scrutiny from the Department 

of Health and Human Services (HHS) Office of Inspector General (OIG). In a report released 

October 19
th

, OIG determined that 82% of all Medicare Part B chiropractic payments were made 

improperly. Medicare regulations only allow reimbursements for “medically necessary” services, 

and according to OIG, these payments did not meet the standard.  

 

The total of $358 million in improper payments were not discovered because of inadequate 

payment edits. OIG also suggests that better provider education on billing requirements may 

have mitigated some of these claims. 

 

This report is the latest in a number of OIG reports documenting improper chiropractic payments 

over the last ten years. In an effort to combat improper billing, the American Chiropractic 

Association has developed new training materials to educate providers. OIG suggested that CMS 

should simplify the billing process for chiropractic claims and improve provider education, CMS 

concurred with both recommendations.  

 

A provision of MACRA will help towards this effort by requiring prior authorization for services 

from providers who have unusual billing patterns. Additionally, CMS is developing a National 

Coverage Determination (NCD) for Chiropractic services. 
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All Eyes on Post-Election Lame Duck Session  

 

Believe it or not, the 2016 election will soon be over. After a few days to digest the results, 

Congress returns to Washington on November 14
th

 to begin a four week “lame duck” session to 

address some must-pass legislation while also trying to pass some lingering pieces of legislation 

before the “Sine Die” adjournment of the 114
th

 Congress. Of course, the results of the election 

will ultimately determine how productive (or unproductive) the lame duck session will be.  

 

Among the most pressing pieces of business that Congress will need to address upon its return is 

how to fund the government beyond early December when the short-term funding bill passed in 

September expires. Congress might make a meaningful attempt a shift towards “regular order” 

by passing an omnibus (all-inclusive) package incorporating all 12 individual appropriations bills 

into a single vote. This would require a great deal of cooperation between the House and Senate 

to agree on an omnibus in a relatively short window.  

http://qioprogram.org/cms-awards-special-innovation-projects
https://oig.hhs.gov/oas/reports/region9/91402033.pdf


 

Congress can also pass another short-term Continuing Resolution (CR) that temporarily extends 

current funding levels for a few months until the next President and Congress are sworn into 

office.  

 

A complete lack of action resulting in a government shutdown is unlikely.  

 

The outcome of the election will dictate action. Depending on who will be in control of each 

Chamber and the White House will dictate each party’s willingness to cut a deal and/or 

compromise now versus holding out for chances of a better deal in January.  

 

The efficiency of Congressional action on spending will dictate how much time it can dedicate to 

other matters such as the 21
st
 Century Cures Act or the Senate Finance Committee’s recently 

released draft Medicare Chronic Care legislation.  

 

The 21
st
 Century Cures Act was originally passed by the House of Representatives in July of 

2015. It would increase funding for the National Institutes of Health (NIH) and streamline the 

Food and Drug Administration’s (FDA) review process for new drugs, devices and therapies. It 

also includes provisions of interest to the healthcare revenue cycle management (RCM) industry 

such as improving transparency of Medicare Administrative Contractors (MAC) local coverage 

determinations (LCD). The Senate has been considering its own, scaled down version of the 

House-passed bill that excludes the LCD provisions as well as others of interest to the RCM 

industry.  

 

It is unclear if the two chambers will be able to reach a compromise and pass a bill during the 

lame duck. How to pay for the bill also needs to be worked out. Additionally, Democrats are 

pushing to use this bill as a mechanism for addressing rising prescription drug prices. This would 

likely cause the bill to be shelved until January when the new Congress is sworn into office.  

 

In mid-October, the Senate Finance Committee provided the health policy community with the 

news, announcing that its Medicare Chronic Care Working Group (CCWG) had completed its 

first draft legislation. The CCWG was convened in May of 2015 to study how to improve care 

for the chronically ill Medicare population with the ultimate goal of introducing legislation.  

 

The CCWG held a Committee hearing, issued a request for information, and released a white 

paper on policy options but many stakeholders were pessimistic that these efforts would progress 

to the point of draft legislation. Although the bill might not be able to pass during the lame duck, 

the Senate could continue its efforts in January.  
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CMS Transmittals 

 

The following transmittals were issued by CMS between October 1, and October 31. 

http://www.finance.senate.gov/imo/media/doc/Chronic%20Care%20Section%20By%20Section.pdf


 

Transmittal 

Number  
Subject 

Effective 

Date 

R1733OTN 

Modifications to the National Coordination of Benefits Agreement 

(COBA) Crossover Process 
2017-04-03 

R1734OTN 

Phase 3 - Updating the Fiscal Intermediary Shared System (FISS) 

to Make Payment for Drugs and Biologicals Services for 

Outpatient Prospective Payment System (OPPS) Providers  

2017-04-03 

R229BP  

Implementation of Changes in the End-Stage Renal Disease 

(ESRD) Prospective Payment System (PPS) and Payment for 

Dialysis Furnished for Acute Kidney Injury (AKI) in ESRD 

Facilities for Calendar Year (CY) 2017  

2017-01-03 

R1743OTN 

Modifications to the National Coordination of Benefits Agreement 

(COBA) Crossover Process 
2017-04-03 

R1744OTN Audit Trail for Reason Code Edit Changes 2017-07-03 

R164SOMA Revisions to the State Operations Manual (SOM) Chapter 2 2016-11-04 

R1746OTN 

Medicare Electronic Health Record (EHR) Incentive Program – 

Analysis of Meaningful Use Hospital Transition into Hospital 

Quality Reporting System  

2017-04-03 

R1747OTN 

Issuing Compliance Letters to Specific Providers and Suppliers 

Regarding Inappropriate Billing of Qualified Medicare 

Beneficiaries (QMBs) for Medicare Cost-Sharing  

2017-03-08 

R1745OTN Part B Detail Line Expansion - Checkpoint Discussion Meetings 2017-04-03 

R3646CP 

Quarterly Update to the Correct Coding Initiative (CCI) Edits, 

Version 23.0, Effective January 1, 2017 
2017-01-03 

R161DEMO 

Shared System Enhancement 2015: Archive/Remove Inactive 

Medicare Demonstration Projects 
2017-04-03 

R162DEMO 

Oncology Care Model (OCM) Monthly Enhanced Oncology 

Services (MEOS) Payment Rate for Certain Non-Physician 

Practitioners 

2017-04-03 

R3644CP Therapy Cap Values for Calendar Year (CY) 2017100- 2017-01-03 

R685PI Incorporation of Cycle 2 Revalidation Policies 2016-09-06 

R684PI Incorporation of Cycle 2 Revalidation Policies 2016-12-02 

R3643CP 

Instructions for Retrieving the 2017 Pricing and HCPCS Data Files 

through CMS' Mainframe Telecommunications Systems 
2017-01-03 

R3635CP 

Instructions to Process Services Not Authorized by the Veterans 

Administration (VA) in a Non-VA Facility Reported With Value 

Code (VC) 42  

2017-04-03 

R3636CP 

Quarterly Update for the Durable Medical Equipment, Prosthetics, 

Orthotics and Supplies (DMEPOS) Competitive Bidding Program 

(CBP) - January 2017  

2016-10-28 

R274FM New Physician Specialty Code for Hospitalist 2017-04-03 

R3637CP New Physician Specialty Code for Hospitalist 2017-04-03 

https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/2016-Transmittals-Items/R1733OTN.html
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https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/2016-Transmittals-Items/R162DEMO.html
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https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/2016-Transmittals-Items/R684PI.html
https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/2016-Transmittals-Items/R3643CP.html
https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/2016-Transmittals-Items/R3635CP.html
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Transmittal 

Number  
Subject 

Effective 

Date 

R1740OTN 

Shared System Enhancement 2015: National Coverage 

Determination (NCD) – Fiscal Intermediary Shared System (FISS) 

Implementation 

2017-04-03 

R159DEMO IVIG Demonstration: Payment Update for 2017 2017-01-03 

R3640CP 

January 2017 Quarterly Average Sales Price (ASP) Medicare Part 

B Drug Pricing Files and Revisions to Prior Quarterly Pricing Files  
2017-01-03 

R3630CP 

Correcting Editing for Condition Code 54 and Updating 

Remittance Advice Messages on Home Health Claims 
2017-04-03 

R1732OTN 

Phase Three: Changing Fiscal Intermediary Shared System (FISS) 

Action on Informational Unsolicited Responses (IURs) From 

Canceled Claims to Adjustments  

2017-04-03 

R681PI Revision to Surety Bond Collection Procedures 2017-01-30 

R1735OTN 

System Specific Enhancement 2014: Retaining Most Recent 

Update for Auxiliary (Aux) File Data in Common Working File 

(CWF) 

2017-04-03 

R1736OTN 

Shared System Enhancement 2014 – Identification of Fiscal 

Intermediary Shared System (FISS) Obsolete On-Request Jobs - 

Analysis Only  

  N/A 

R1738OTN 

Network Fee Reduction for Acute Kidney Injury (AKI) services 

submitted on Type of Bill 72x 
2017-04-03 

R3629CP 

Denial of Home Health Payments When Required Patient 

Assessment Is Not Received 
2017-04-03 

R1731OTN 

Fiscal Intermediary Shared System (FISS) Heath Information 

Technology for Economic and Clinical Health (HITECH) 

Quarterly Report  

2017-01-03 

R1728OTN Part B Detail Line Expansion – MCS Phase 6    N/A 

R1729OTN 

Analysis Only - Populate MCS PE Screens from PECOS (Phased 

Approach) 
2017-04-03 

R28QIO  Quality of Care Review 2016-10-21 

R29QIO  

QIO Manual Chapter 3 “Memoranda of Agreement for Case 

Review” 
2016-10-21 

R1730OTN Part B Detail Line Expansion – MCS Phase 5   N/A 

R3628CP 

Changes to the Laboratory National Coverage Determination 

(NCD) Edit Software for January 2017 
2017-01-03 

R3626CP 

Fiscal Year (FY) 2017 Inpatient Prospective Payment System 

(IPPS) and Long Term Care Hospital (LTCH) PPS Changes 
2016-10-03 

SE1627 

Further Information on the Implementation of Long-Term Care 

Hospital (LTCH) Prospective Payment System (PPS) Based on 

Specific Clinical Criteria  
 

R3625CP 

Ambulance Inflation Factor for CY 2017 and Productivity 

Adjustment 
2017-01-03 

https://www.cms.gov/Regulations-and-Guidance/Guidance/Transmittals/2016-Transmittals-Items/R1740OTN.html
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Subject 
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R163SOMA 

Revisions to State Operations Manual (SOM) Appendix W - 

Survey Protocol, Regulations and Interpretive Guidelines for 

Critical Access Hospitals (CAHs) and Swing-Beds in CAHs  

2016-10-14 

R162SOMA 

Revisions to State Operations Manual (SOM) Appendix J, Part II – 

Interpretive Guidelines – Responsibilities of Intermediate Care 

Facilities for Individuals with Intellectual Disabilities  

2016-10-14 

R228BP  

Internet Only Manual Updates to Pub. 100-01, 100-02 and 100-04 

to Correct Errors and Omissions (SNF) 
2016-10-18 

R1725OTN 

Changes to the End-Stage Renal Disease (ESRD) Facility Claim 

(Type of Bill 72X) to Accommodate Dialysis Furnished to 

Beneficiaries with Acute Kidney Injury (AKI)  

2017-01-03 

R273FM 

Notice of New Interest Rate for Medicare Overpayments and 

Underpayments -1st Qtr Notfication for FY 2017 
2016-10-18 

R1724OTN 

Common Working File (CWF) Reorganization of Daily 

Beneficiary Extract Files 
2017-04-03 

R35COM 

Updates to Pub. 100-09, Beneficiary and Provider Communications 

Manual, Chapter 6, Provider Customer Service Program  
2016-11-08 

R17p232 

Provider Reimbursement Manual - Part 2, Provider Cost Reporting 

Forms and Instructions, Chapter 32, Form CMS-1728-94 
2016-10-07 

R3620CP 

Update to Pub 100-04, Medicare Claims Processing Manual, 

Chapter 15: Ambulance 
2016-11-08 

R3621CP Billing of Vaccine Services on Hospice Claims 2016-10-03 
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