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Quality Payment Program Begins (A Friendly Reminder) 
 
2017 is no longer a far-off distant date. The New Year has passed and with it comes the 
beginning of reporting data under the Merit-based Incentive Payment System (MIPS) and 
Advanced Alternative Payment Models (APM), collectively referred to as the Quality Payment 
Program (QPP). The QPP replaces the Sustainable Growth Rate formula (SGR) for adjusting 
annual Medicare Part B reimbursements to clinicians.  
 
2017 is the first reporting year for the QPP. All eligible clinicians will be measured based on 
their performance in MIPS unless they fall below the low-volume provider threshold or qualify 
as a full or partial Advanced APM participant – both of which exempt clinicians from MIPS 
reporting and payment adjustments. Data reported this year will affect each clinician or clinician 
group’s payment adjustment to their 2019 Medicare Part B payments.  
 
As daunting as this transition may seem, it is important to remember that 2017 is a “transition 
year” that is designed to allow clinicians to “pick their pace” for participation as they adjust to 
the new system. The “pick your pace” options make it rather easy for clinicians to avoid a 
negative payment adjustment in 2017. 
 
MIPS includes four performance categories: quality; cost; use of EHRs and other technology; 
and clinical practice improvement activities. Each category has its own set of measures to report. 
Performance in each category is combined into a single Composite Performance Score (CPS). 
Each clinician or clinician group’s CPS will be compared to all other scores at the end of the 
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performance year. Clinicians will earn positive, negative or neutral payment adjustments 
depending on how their CPS compares to every other clinician’s CPS.   
 
Each of the four categories is weighted so that in 2017, quality will account for 60 percent of a 
clinicians CPS while the use of technology accounts for 25 percent and the practice improvement 
activity accounts for the remaining 15 percent. As part of the transition year, CMS will not factor 
cost into the 2017 CPS.  
 
Clinicians can report essentially any amount of quality or clinical practice improvement data for 
any period of time in 2017 to avoid a negative payment adjustment. Clinicians who report data 
for all four MIPS performance categories for any 90-day period of 2017 can be eligible for a 
small positive adjustment while clinicians who fully report for the entire year can be eligible for 
the maximum positive adjustment of four percent plus extra bonus payments for exceptional 
performance.  
 
Clinicians who do not report any data in 2017 will automatically receive a four percent reduction 
to their Medicare Part B payments in 2019.  
 
It should be noted that the payment adjustments for MIPS are budget neutral. The total amount 
of positive adjustments is equal to the total amount of negative adjustments. The pick your pace 
participation options make it easy for clinicians to avoid a negative payment adjustment in 2017. 
This means that there will also be less money available for positive adjustments than originally 
expected when the QPP was developed. It is therefore likely that clinicians who qualify for a 
positive adjustment will likely see a very small positive payment adjustment unless they qualify 
for the exceptional performance bonus payments.  
 
Clinicians can still qualify as a partial or full Advanced APM participant by exceeding 
predetermined thresholds for the percentage of patients treated or revenue received via an 
Advanced APM. Full Advanced APM participants in 2017 will also earn an additional five 
percent lump sum bonus payment in 2019 based on their 2018 Medicare B revenue.  
 
The Department of Health and Human Services (HHS) Office of Inspector General (OIG) has 
released an analysis of the Centers for Medicare and Medicaid Services’ (CMS) implementation 
of QPP. The report found that overall, CMS has made significant progress towards implementing 
the QPP. The report highlights two areas for improvement in 2017: providing sufficient guidance 
and technical assistance to participants and developing IT systems to support data reporting, 
scoring, and payment adjustments.  
 
Educational materials to help Revenue Cycle Management companies understand and prepare 
for the QPP are available to HBMA members on the HBMA website www.hbma.org. 
 
Republicans to Make ACA Changes an Immediate Priority 
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After winning the White House while also retaining control of both Chambers of Congress, the 
Republican Party has laid out an ambitious agenda for the New Year. Some of the more notable 
items on the agenda include repealing and replacing the Affordable Care Act (ACA), a major 
overhaul of the tax code and addressing the Federal budget deficit. Congress will also have its 
hands full with confirmation hearings for Cabinet appointments.  
 
With the New Year upon us, Republican Congressional Leadership has offered the first glimpse 
into how it will prioritize the many things it hopes to accomplish. The 115th Congress was 
officially sworn in on January 3, 2017. 
 
They have announced that the first order of business will be setting up the process to repeal the 
Affordable Care Act (ACA). More specifically, Congressional leaders have announced that they 
intend to use a process known as “Budget Reconciliation” to repeal many of the key provisions 
of the ACA.   
 
The Budget Reconciliation process begins with Congress passing a budget establishing spending 
targets for various programs and activities.  A Budget Resolution can cover the entire federal 
government (i.e. all spending) or be more targeted, focusing on specific types of government 
spending, such as entitlement programs.   
 
A Budget Resolution does not require Presidential approval to be enforceable as would be the 
case with a federal law.  Because a Budget Resolution is only an instruction to Congressional 
Committees, it can pass with a simple Congressional majority.  The most important outcome of 
both Chambers passing identical Budget Resolutions (known as a Concurrent Resolution) is that 
Congress can then use what is known as the Budget Reconciliation process to make major 
changes in federal spending and/or taxes.   
 
Often, a Budget Resolution is a very vague document and it is almost impossible to discern the 
actual intent of Congress by reading the Budget Resolution.  By design, it is a compilation of 
numbers and instructions that are intentionally non-specific.  Some previous Budget Resolutions 
have been accompanied by suggestions or examples of how federal programs might be adjusted 
to comply with the aggregate spending targets but these are simply suggestions. 
 
A key piece of the Resolution is what are referred to as the “instructions”.  Does the Budget 
Resolution include “instructions”?   
 
The Budget Resolution Congress will pass early in the new year will include instructions but just 
as the overall Budget will be devoid of specifics, so too will the “instructions”.  In all likelihood, 
the instruction will be a single sentence directing certain Committees to report legislative 
changes in programs within that Committee’s jurisdiction achieving a specific dollar amount in 
“savings”.  
 
This simple “instruction” will trigger the Budget Reconciliation process. 
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For example, the instruction could direct the Committee with jurisdiction over the individual 
mandate to report legislation that saves no less than $1 Billion over the next 10 years on 
spending on programs within that Committee’s jurisdiction.  No mention of the Affordable Care 
Act, the individual mandate, employer mandate or other changes Congress might want to make 
in the ACA.  The Committee receiving this instruction has wide latitude in how they meet the 
budget saving target - as long as they comply with the target spending requirement ($1 Billion in 
savings over 10 years).   
 
In understanding this process, it is critically important to realize that the Committee need only 
meet the spending target to be in compliance with the Budget Resolution.  The Committee can 
make an unlimited number of changes in programs within the Committee’s jurisdiction affecting 
the spending of hundreds of billions of dollars even though the Committee was only instructed to 
achieve savings of “no less than $1 Billion over the next 10 years.”   
 
Say, for example, the Congressional Committee with jurisdiction over the individual mandate in 
the ACA wanted to repeal the individual mandate and the federal subsidies tied to the mandate.  
Doing so would have a budgetary impact far greater than the $1 billion in savings in the 
Committee’s budget instruction.   
 
For discussion sake, let’s say that eliminating the federal ACA subsidies would result in reducing 
federal spending by $100 Billion over 10 years.  This would be $99 Billion more than the budget 
instruction.  This same Committee could then propose putting that $99 Billion into a separate 
“Trust Fund” to be used for future spending on an unspecified plan to replace the ACA.  The 
committee has met the budget instruction because they made a recommendation meeting the $1 
Billion target – while at the same time, reserving money for a future piece of legislation intended 
to replace the ACA.   
 
Once all of the Committees receiving budget instructions have reported their recommendations 
back to the Budget Committee, the Budget Committee reviews the recommendations, along with 
the Congressional Budget Office (CBO) and attests that the Committees have fulfilled their 
obligation under the Budget Resolution.  At this point, the Budget Committee puts all of the 
various recommendations into a single bill known as a Budget Reconciliation bill. 
 
The Budget Committee then takes the Budget Reconciliation bill to the floor of each chamber for 
debate and vote.  When Congress set up this budget process in 1974, it established a very unique 
and specific mechanism for debating, amending and voting on a Budget Reconciliation Bill.   
 
A Budget Reconciliation bill – unlike the Budget Resolution – would require a Presidential 
signature to become law.  However, a Budget Reconciliation bill, unlike most other pieces of 
legislation, cannot be filibustered. 
 

As this article was being prepared, Senate Budget Committee Chairman Mike 
Enzi (R-WY) introduced a budget resolution within a few hours of the opening 
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gavel to begin the 115th Congress.  The budget resolution directs the Senate 
Finance Committee and the Senate Health, Education Labor and Pensions 
Committee to each identify at least $1 billion in savings by January 27th.  
 
The House is expected to take up their version of the budget resolution soon.  

 
Congressional Republicans have announced that they intend to introduce an alternative to the 
ACA “soon” but the details of that alternative remain elusive.   
 
Return To Top 
 
CMS Will Not Finalize Medicare Part B Drug Reimbursement Proposal 
 
The Centers for Medicare and Medicaid Services (CMS) is cancelling its proposed 
demonstration program that sought to reform for how Medicare Part B reimburses for provider-
administered drugs in an office setting. Under current reimbursement policy, Medicare Part B 
reimburses for drugs administered by providers in an office setting at 106 percent of the average 
sales price (ASP). According to CMS, this creates an incentive to utilize expensive drugs even 
though a cheaper, equally efficacious alternative drug might exist.  
 
CMS proposed the demonstration to test a new methodology for reimbursing Part B drugs that 
addresses this perverse incentive. Specifically, it proposed a two-phase approach to test its new 
model. The first phase would have reduced the reimbursement from 106 percent of the ASP to 
102.5 percent of the ASP plus an additional $16.80 per drug per day. The second phase would 
have tested several new value-based purchasing options.  
 
Several stakeholder groups such as the American Medical Association (AMA), the 
Pharmaceutical Research and Manufacturers of America (PhRMA) and several medical specialty 
associations for provider types that frequently administer drugs in an office setting vocally 
opposed the demonstration. It also became a partisan issue that was opposed by notable 
Members of Congress from both parties including Chair of the House Energy and Commerce 
Committee, Fred Upton (R-MI) and Chair of the House Ways and Means Committee, Kevin 
Brady (R-TX).  
 
With increased attention on rising drug prices and the transition to value-based payments, it is 
possible the new Administration makes a renewed attempt at reforming Part B drug 
reimbursement with a new proposal.  
 
Return To Top 
 
HHS Updates Civil Monetary Penalties and Anti-Kickback Safe Harbors 
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The Department of Health and Human Service (HHS) Office of Inspector General (OIG) has 
issued two final rules that update its authority to impose civil monetary penalties (CMP) as well 
as its list of “safe harbor” practices from the federal anti-kickback statute.  
 
The Affordable Care Act allows the OIG to levy penalties including CMPs and excluding 
providers from the federal healthcare programs. The Final Rule mainly includes technical 
corrections and elaborated definitions for key terms such as what OIG considers to be a “claim” 
as well as an “item of services” for purposes of defining fraud and abuse. It also increases the 
dollar amounts for what OIG considers to be a substantial violation. 
 
Additionally, OIG makes annual updates to its list of business practices that are exempt from the 
federal anti-kickback statute. The Anti-kickback statute is intended to prevent entities from 
offering or receiving remuneration in exchange for the referral of business reimbursable under 
Federal health care programs. However, the statute could prohibit many such exchanges that 
would actually be beneficial to patients which prompted OIG’s list of “safe-harbor” practices 
that are exempt from the anti-kickback statute. For example, Accountable Care Organizations 
(ACO) receive an exemption from the anti-kickback statute for referring patients to providers 
within the organization.  
 
One safe harbor that was added is a protection for free or discounted local transportation made 
available by an “eligible entity” to “established” patients as well as a person to assist the patient 
when necessary for purposes of obtaining medically necessary items or services. Another 
addition includes a safe harbor for remuneration between a federally qualified health center 
(FQHC) and a Medicare Advantage (MA) organization.  
 
Return To Top 
 
GAO:  Small and Rural Practices Face Challenges in Value-based Payment Models 
 
As the healthcare system transitions towards value-based reimbursement, one of the chief 
concerns among stakeholders has been that small practices are ill-equipped to succeed under 
these models. This is especially true when they are compared to larger groups that can devote 
resources and training to these complex initiatives.  
 
The Medicare Access and CHIP Reauthorization Act of 2015 (MACRA) created two new value-
based payment systems that offer incentives and penalties to providers based on their 
performance in the programs. Under MACRA, providers must participate in the Merit-based 
Incentive Payment System (MIPS) unless they are exempt or qualify as a participant in an 
Advanced Alternative Payment Model (APM). 
 
The Centers for Medicare and Medicaid Services (CMS) acknowledge the challenges small and 
rural practices are facing and has taken steps to ease participation requirements and provide 
technical assistance for several key programs such as MIPS. In addition to MIPS, it is very 



7 
 

difficult for practices of all sizes to participate in an Advanced APM leaving MIPS as the only 
viable option for many small and rural practices.  
 
The Government Accountability Office (GAO) issued a report that further describes the 
challenges small and rural practices are facing under value-based payment models.  
Succeeding in value-based payment models generally requires the use of electronic health 
records (EHR) systems. EHRs are generally expensive and also must meet specific standards set 
by the Office of the National Coordinator for Health Information Technology (ONC). In addition 
to large expenses such as EHRs, small and rural practices might not have the same capital 
reserves as a large medical group. Negative payment adjustments incurred through a value-based 
payment model would therefore have a much deeper effect on small and rural practices 
compared to their larger counterparts.  
 
Value-based payment models also require practices to track and report data on quality measures. 
Early quality reporting programs held practices accountable for reporting data but did not factor 
the results of the data into the programs incentives and penalties. For example, a practice that 
adequately reported that it performed poorly across all required measures would be rewarded 
verses a practice that performed well across all measures but did not report any data would be 
penalized for failing to report. Now, healthcare providers are increasingly being held accountable 
for the actual outcomes of the data they report.  
 
The GAO acknowledges the challenges small and rural practices face with regard to maintaining 
operations for tracking and reporting quality performance data. However, it also recognizes that 
patient populations, especially in rural areas, can be difficult to treat. Rural areas, by definition, 
are more geographically challenging to receive routine care such as follow-up and specialty care 
for chronic conditions. 
 
The report does not make specific recommendations. Instead, it highlights the challenges so that 
organizations that provide assistance to small and rural practices can better understand the issues 
that need to be addressed. It also highlights the challenges that these practices have accessing the 
technical assistance that is available to them. However, no amount of technical assistance can 
change the fact that a practice might not be able to afford an EHR.  
 
The GAO believes that private companies and larger health clinics can partner with small and 
rural practices to share resources such as EHRs and also share financial risk.  
 
Return To Top 
 
National Healthcare Spending Increased by 5.8 Percent in 2015 
 
The Centers for Medicare and Medicaid Services (CMS) has released its annual National Health 
Expenditure Accounts (NHEA) report on national health expenditures for 2015 – the most recent 
year for which there is a complete set of data.  
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This data measures annual U.S. expenditures for health care goods and services, public health 
activities, government administration, the net cost of health insurance, and investment related to 
health care. This includes the amount spent by payers (Federal and commercial) on claims for 
medical services as well as how much consumers spent on insurance and out-of-pocket costs for 
healthcare and prescription drugs.  
 
According to the report, overall U.S. health care spending grew 5.8 percent in 2015 from the 
previous year, reaching $3.2 trillion. Average per-capita health care spending in 2015 was 
$9,990, a 5.0 percent growth from 2014. Health spending accounted for 17.8 percent of the 
nation's Gross Domestic Product (GDP) in 2015. This was a slight increase from 17.4 percent in 
2014. 
 
The data breaks down spending in terms of who spent the money e.g. payers, consumers, etc., as 
well as who received it e.g. hospitals, doctors, etc. The report measures the spending amounts as 
well as compares annual growth.  
 
With regard to who spent the money, it is no surprise that insurers accounted for most of the 
spending. Medicare, Medicaid and commercial insurance made up 70 percent of all spending on 
health care services. Medicare and Medicaid accounted for a combined 37 percent of spending 
while private health insurance accounted for 33 percent of spending.  
 
Spending by the Medicare program grew by 4.5 percent to $646.2 billion in 2015, which was a 
slight deceleration from the 4.8 growth percent in 2014. The slightly slower growth in 2015 was 
largely attributable to slower growth in Medicare enrollment. Medicaid spending also slowed in 
2015 to 9.7 percent, down from 11.6 percent in 2014. State and local Medicaid expenditures 
grew 4.9 percent while Federal Medicaid expenditures increased 12.6 percent in 2015. Total 
private health insurance expenditures increased 7.2 percent to $1.1 trillion in 2015, faster than 
the 5.8 percent growth in 2014. 
 
Out-of-pocket spending by consumers increased 2.6 percent to $338.1 billion.  
 
Federal spending on healthcare slowed by about two percent compared to 2015 but household 
spending increased by about two percent compared to 2014. Household spending on insurance 
coverage and out-of-pocket costs accounted for 28 percent of health care spending in 2015, 
unchanged from the year before. Health care spending financed by private businesses accelerated 
slightly, increasing 5.3 percent in 2015 compared to 4.7 percent growth in 2014.  
 
With regard to who actually received the money for providing care, the largest share went 
hospital care. Spending for hospital care increased 5.6 percent to $1.0 trillion in 2015, accounting 
for 32 percent of total health care spending.  
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Physician and clinical services accounted for 20 percent of spending in 2015. Spending on these 
services increased 6.3 percent in 2015 to $634.9 billion. This was an acceleration from growth of 
4.8 percent in 2014 and was the first time since 2005 that the growth rate exceeded 6.0 percent.  
 
With all the attention prescription drug prices have received in the news, it should be noted that 
spending in this category decelerated in 2015 compared to 2014. Retail drug spending increased 
9.0 percent in 2015 compared to a 12.4 percent growth the year before. Total spending on 
prescription drugs in 2015 was $324.6 billion. Although growth in 2015 was slower than the 12.4 
percent growth in 2014, spending on prescription drugs grew faster than all other services in 
2015. 
 
Much of the spending growth is not attributable to increased prices for services, rather it is 
largely due to increased access to health insurance, and therefore health care, due to the coverage 
expansion provisions of the Affordable Care Act (ACA). The ACA is likely to be significantly 
scaled back and replaced by the new Congress and Administration in 2017. It takes CMS about a 
calendar year after the year being analyzed to develop the NHEA.  This means it will be some 
time before the government can measure the effect on health spending of repealing and replacing 
the ACA.  
 
Return To Top 
 
CMS to Require Disclosure of Third Party Premium Payments by Dialysis Facilities 
 
On December 14, 2016, the Centers for Medicare and Medicaid Services (CMS) published an 
Interim Final Rule with comment period that is intended to curb the practice of healthcare 
providers steering patients who are eligible for Medicare towards commercial plans. The Interim 
Final Rule specifically applies to Medicare-certified dialysis facilities that make payments of 
premiums for individual market health plans directly, through a parent organization, or through a 
third party.  
 
This new regulation is effective beginning January 13, 2017.  
 
CMS has been concerned about this practice for some time. In August, the Agency announced a 
Request for Information (RFI) on this practice and solicited recommendations on how to 
eliminate it. Commercial insurers generally reimburse providers at more generous rates than 
Medicare. CMS is concerned that some healthcare providers are steering their patients towards 
commercial plans sold via the state and federal exchanges established under the Affordable Care 
Act (ACA) so that they can receive the higher commercial reimbursement rates. The steering 
practices range from recommending or distributing literature on plans to going as far as assisting 
patients with their premium payments.  
 
CMS acknowledged that it received many responses to its RFI highlighting the prevalence of this 
practice among dialysis facilities.  
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This poses a particular conflict to patients who are also eligible for Medicare and Medicaid. 
CMS alleges that healthcare providers intentionally steer the patient towards the higher 
reimbursing commercial plans and withhold information on Medicare and Medicaid. CMS 
believes that patients should not be coerced into an insurance decision. A patient might find that 
Medicare or Medicaid is a better option for him or herself than a commercial plan.  
This regulation intends to guarantee that dialysis patients have the necessary information to make 
an informed decision. It also requires dialysis facilities to disclose their engagement in this 
practice.  
 
CMS is establishing new Conditions for Coverage standards (CfC) for dialysis facilities which 
will apply to any dialysis facility that makes payments of premiums for individual market health 
plans (in any amount), whether directly, through a parent organization (such as a dialysis 
corporation), or through another entity (including by providing contributions to entities that 
make such payments).  
 
The regulation requires dialysis facilities to notify insurers that they are paying on behalf of the 
patient. Insurers must agree to accept the third party payment.  
 
Dialysis facilities subject to the new standard will be required to make patients aware of potential 
coverage options and educate them about the benefits of each to improve transparency for 
consumers. Further, in order to ensure that patients' coverage is not disrupted mid-year, facilities 
must ensure that issuers are informed of and have agreed to accept third party payments. 
 
Although this particular regulation is limited to dialysis, it is likely that CMS may seek to expand 
this policy to other clinical services. 
 
Return To Top 
 
Reminding Providers to Revalidate 
 
The Centers for Medicare and Medicaid Services (CMS) requires providers who submit claims 
to Medicare to revalidate the accuracy of their enrollment information every five years. Most 
Medicare Administrative Contractors (MAC) have been sending reminders to providers in their 
jurisdictions to check their revalidation status for their enrollment in the Medicare program.  
 
Providers can also use the online Medicare Revalidation List or the Provider Enrollment, Chain 
and Ownership System (PECOS) to obtain their revalidation due date.  
 
In addition to PECOS, providers will receive a communication from their MAC notifying them 
of the need to revalidate six months in advance of the deadline.  Providers will not have a 
revalidation due date listed on PECOS until they are within six months of their due date.  
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If a PECOS database search is undertaken outside the six-month window, you will see “To Be 
Determined” listed as the provider’s revalidation due date.  The revalidation deadline will not be 
listed until the provider is within the six month window.  
 
Return To Top 
 
CMS Finalizes 2018 Health Insurance Exchange Rule 
 
With the Republican Party now in control of both Congress and the White House, the fate of the 
Affordable Care Act (ACA) is a question of “when” it will be significantly altered rather than 
“if” it will be significantly altered. As noted earlier in this report, Republican Congressional 
Leaders have already devised a procedural strategy for repealing many essential parts of the law 
with the intention of maintaining some of the popular parts of the law in their replacement.  
 
Although many details of the GOP repeal/replace plan remain a mystery, Republicans have 
sought to assure affected beneficiaries that there will be an ample transition period between the 
ACA and whatever replaces it. It is therefore a possibility that the health insurance exchanges 
established by the ACA will remain intact throughout 2017 and possibly even longer depending 
on how long of a transition period the Republicans choose to include.  
 
Until the law is changed, the Centers for Medicare and Medicaid Services (CMS) is continuing 
its rulemaking as if nothing is changing. Earlier this month, CMS issued its Final Rule for the 
2018 plan year so that insurers can also prepare.  
 
The Notice of Benefit and Payment Parameters for 2018 Final Rule establishes standards for 
issuers and each health insurance Exchange for plan years that begin on or after January 1, 2018. 
 
The regulation features updates to the risk adjustment program to help protect insurers from 
adverse patient selection and higher-than-expected costs as they continue to adapt to the new 
markets. For example, CMS is incorporating partial year adjustment factors in the adult risk 
adjustment model to address feedback from stakeholders that the existing model under-predicts 
claims costs for enrollees who are enrolled for only part of the year. CMS will also make use of 
prescription drug utilization data to improve the predictive ability of its risk adjustment models 
beginning with the 2018 benefit year. CMS is also including a new risk pool for high-cost 
enrollees which will reimburse plans for 60 percent of an issuer’s costs for individuals with 
claims above $1 million.  
 
The Final Rule also establishes the maximum annual limitation on cost sharing which will be 
$7,350 for individual coverage and $14,700 for family coverage for 2018. The Final Rule also 
includes the Standardized Options (Simple Choice plans) for each state as well as network 
adequacy standards for plans sold on the exchanges.  
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CMS is creating new restrictions for special enrollment periods (SEP) that allow consumers to 
enroll in an exchange plan outside of the open enrollment period.  
 
Return To Top 
 
CMS Finalizes Bundled Payment Model for Hip and Femur Fractures 
 
On December 20, 2016, the Centers for Medicare and Medicaid Services (CMS) published a 
Final Rule that implements its previously proposed expansion of the Comprehensive Joint 
Replacement (CJR) bundled payment model (BPM) to hip and femur fractures. The final rule 
also creates new bundled payment models for stroke and heart attack care. The new BPMs are 
mandatory in the geographic areas which were selected by CMS for participation.  
 
The new bundled payment models would begin on July 1, 2017. Participation is mandatory in the 
selected metropolitan areas. However, CMS is phasing in the models so that participants will not 
be subject to downside risk until 2019.  
 
Under the new BPMs, CMS will continue to reimburse hospitals and clinicians for all Part A and 
B services for the specified conditions under current reimbursement methodology. At the end of 
the year CMS will evaluate each hospital’s claims data for each episode of care. CMS will then 
compare each hospitals spending for each episode against a pre-determined “target price” that is 
calculated for each hospital. CMS will evaluate whether or not the hospital fell below or 
exceeded the target price across all of the episodes of care for the performance year.  
 
Hospitals that saved money against their target price will receive an additional payment while 
hospitals that exceed their target price will owe CMS a percentage of the excess spending once 
downside risk begins in 2019. CMS would also factor performance under several quality 
measures into at hospitals eligibility for financial rewards.  
 
Target prices will initially be determined by a blend of regional data and hospital-specific data. 
CMS will eventually transition to the exclusive use of regional data to determine the target 
prices. 
 
The surgical hip/femur fracture treatment model (SHFFT) will be implemented in the 67 
Metropolitan Service Areas (MSA) where the CJR Model is currently underway. The 98 MSAs 
selected for the AMI and CABG Models and the 67 MSAs for the CJR and SHFFT Models can 
be found on the CMS website. 
 
These models have been received with some reservations by the provider community due to the 
fact that they are mandatory for the selected geographic areas. Most Alternative Payment Models 
(APM) are tested on a smaller scale and participation is completely voluntary. CMS will 
compare the results of the BPMs to areas that are not included in the models to measure results.  
 
With the models set to take effect during the new Administration, there is a great deal of 
uncertainty for these, and other APMs, which were introduced during the Obama Administration. 
President-elect Trump selected Georgia Congressman Rep. Tom Price to lead the Department of 
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Health and Human Services (HHS) in his Administration. Rep. Price has been critical of this 
demonstration in the past. It is possible that the new Administration significantly scales back or 
eliminates these BPMs altogether. 
 
Return To Top 
 
Program Transmittals 

The following Transmittals were released by CMS during the month of December. 
 

Transmittal 
Number Subject 

Effective 
Date 

R693PI 

Clarification of Appeal Rights for Denials Stemming 
from Statutory Requirements 

2017-01-31 

R694PI 

Fraud Prevention System (FPS) 2 Edit Migration 
Testing201 

2017-02-21 

R1766OTN  

Updates for the Shared System Maintainers to 
implement the Social Security Number Removal 
Initiative (SSNRI) 

2017-04-03 

R3687CP  

Calendar Year (CY) 2017 Annual Update for Clinical 
Laboratory Fee Schedule and Laboratory Services 
Subject to Reasonable Charge Payment  

2017-01-03 

R1765OTN  

SSNRI: MAC-Only Analysis and Planning for the 
Social Security Number Removal Initiative (SSNRI) 
Project 

2017-02-24 

R232BP  

January 2017 Update of the Hospital Outpatient 
Prospective Payment System (OPPS) 

2017-01-03 

R3682CP  

Calendar Year (CY) 2017 Annual Update for Clinical 
Laboratory Fee Schedule and Laboratory Services 
Subject to Reasonable Charge Payment  

2017-01-03 

R3683CP  

January 2017 Update of the Ambulatory Surgical Center 
(ASC) Payment System 

2017-01-03 

R3684CP  

2017 Durable Medical Equipment Prosthetics, Orthotics, 
and Supplies Healthcare Common Procedure Coding 
System (HCPCS) Code Jurisdiction List  

2017-01-24 

R3685CP  January 2017 Update of the Hospital Outpatient 2017-01-03 
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Transmittal 
Number Subject 

Effective 
Date 

Prospective Payment System (OPPS) 

R1763OTN  

Shared Savings Program (SSP) Accountable Care 
Organization (ACO) Qualifying Stay Edits 

2017-01-03 

R278FM  

Medicare Financial Management Manual, Chapter 7, 
Internal Control Requirements 

2017-01-19 

R279FM  

Instructions to Hospitals on the Election of a Medicare-
Supplemental Security Income (SSI) Component of the 
Disproportionate Share (DSH) Payment Adjustment for 
Cost Reports that Involve SSI Ratios for Fiscal Year 
(FY) 2004 and Earlier, or SSI Ratios for Hospital Cost-
Reporting Periods for Patient Discharges Occurring 
Before October 1, 2004  

2017-01-19 

R3676CP  

Summary of Policies in the Calendar Year (CY) 2017 
Medicare Physician Fee Schedule (MPFS) Final Rule, 
Telehealth Originating Site Facility Fee Payment 
Amount and Telehealth Services List, and CT Modifier 
Reduction List  

2017-01-03 

R3678CP  

Prolonged Services Without Direct Face-to-Face Patient 
Contact Separately Payable Under the Physician Fee 
Schedule (Manual Update)  

2017-01-03 

R3679CP  

Payment for Oxygen Volume Adjustments and Portable 
Oxygen Equipment 

2017-04-03 

R473P122 

Provider Reimbursement Manual - Part 1, Chapter 22, 
Determination of Cost of Services to Beneficiaries  

N/A 

R691PI 

Contacting Non-Responders and Documentation 
Requests 

2017-01-19 

R231BP  

201Implementation 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 

R165SOMA  

Revisions to State Operations Manual (SOM) Appendix 
W - Survey Protocol, Regulations and Interpretive 
Guidelines for Critical Access Hospitals (CAHs) and 

2016-12-16 
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Transmittal 
Number Subject 

Effective 
Date 

Swing-Beds in CAHs  

R3675CP  

2017 Healthcare Common Procedure Coding System 
(HCPCS) Annual Update Reminder 

2017-01-03 

R230BP  

Rural Health Clinic (RHC) and Federally Qualified 
Health Center (FQHC) Updates 

2017-03-09 

R3674CP  

January 2017 Integrated Outpatient Code Editor (I/OCE) 
Specifications Version 18.0 

2017-01-03 

R689PI 

Clarification of Certification Statement Signature and 
Contact Person Requirements 

2017-01-09 

R1759OTN  

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 

R3671CP  

CY 2017 Update for Durable Medical Equipment, 
Prosthetics, Orthotics and Supplies (DMEPOS) Fee 
Schedule 

2017-01-03 

R103GI 

Update to Medicare Deductible, Coinsurance and 
Premium Rates for 2017 

2017-01-03 

R3669CP  HCPCS Code Update for Preventive Services 2017-01-03 

R1727OTN  

Section 504: Adding a Qualified Reader Preference in 
Alternate Formats 

N/A 

R3670CP  

Update to Editing of Therapy Services to Reflect Coding 
Changes 

2017-04-03 

R1704OTN  

Implementing Provider File Updates and PECOS to 
FISS Interface Via Extract File Updates to 
Accommodate Section 603 Bipartisan Budget Act of 
2015  

2017-01-03 
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