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KEY POINTS 

 z CMS projects that the 
updates will increase 
the OPPS payments 
by 1.6 percent 
or $671 million 
and increase 
ASC payments 
by 1.2 percent or 
$214 million.

 
Highlights of the rule 
include:

 z OPPS policy 
refinements to 
packaged services.   

 z ASC quality reporting 
revisions.

 z Ninety-day electronic 
health record reporting 
period in 2016 for all 
eligible professionals, 
hospitals and critical 
access hospitals.

 z Removal of pain 
management 
dimension from the 
inpatient prospective 
payment value-based 
purchasing adjustment 
for fiscal year 2018.

CMS Releases CY 2017 Hospital 
Outpatient PPS, ASC and Other 
Changes 
The Centers for Medicare and Medicaid 
Services has issued a proposed rule to 
update payment policies and payment 
rates for services furnished to Medicare 
beneficiaries in hospital outpatient 
departments and ambulatory surgical 
centers beginning January 1, 2017.

A copy of the document is available at: 
https://s3.amazonaws.com/public-in-
spection.federalregister.gov/2016-16098.
pdf. Publication in the Federal Register 
is scheduled for July 14. A 60-day 
comment period ending September 6 is 
provided.

A key proposal in this year’s rule is to 
implement Section 603 of the Bipartisan 
Budget Act of 2015, which will affect 
how Medicare pays for certain items and 
services furnished by certain off-campus 
outpatient departments of a provider 
(hereinafter referenced as off-campus 
“provider-based departments”). 

In addition, CMS is proposing to remove 
the Pain Management dimension of 
the Hospital Consumer Assessment 
of Healthcare Providers and Systems 
survey for purposes of the Hospital 
Value-Based Purchasing Program. 

CMS also is proposing:

 • Several changes to the objectives and 
measures of the Medicare Electronic 

Health Record Incentive Program. 
These changes are only applicable 
for eligible hospitals and critical 
access hospitals attesting under the 
Medicare EHR Incentive Program and 
would not impact eligible hospitals 
and CAHs attesting under a state’s 
Medicaid EHR Incentive Program.

 • To align the definition of “eligible 
death” and the aggregate donor yield 
metric in the Organ Procurement 
Organization Conditions for Coverage 
with those of the Organ Procurement 
and Transplantation Network and 
Scientific Registry of Transplant 
Recipients, as well as revise the OPO 
CfC to reduce the amount of hard 
copy documentation that must be 
sent with the organ, as much of this 
information is now available to the 
transplant center electronically.

COMMENT
This is another major rule with piggyback 
players attached. The material contains 
information on EHRs and organ transplants.

The proposal contains a well written 
executive summary which permits the reader 
to understand the many detailed facets in the 
proposal.

As PPS rules become longer and longer, 
much of the length is the result of citing 
and reciting history. This proposal seems 
less centered on the past which is helpful. 
Nonetheless, it’s time for CMS to (1) include 

https://s3.amazonaws.com/public-inspection.federalregister.gov/2016-16098.pdf
https://s3.amazonaws.com/public-inspection.federalregister.gov/2016-16098.pdf
https://s3.amazonaws.com/public-inspection.federalregister.gov/2016-16098.pdf
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page numbers that correspond to its 
extensive table of contents. This proposal 
devotes 22 pages as a table of contents 
covering 24 sections 

Additionally, CMS needs to overhaul its 
presentation format. It’s time for a fresh 
presentation. It would be helpful placing 
current changes and actions first, with clear 
identification of such changes followed by 
the history material. This would make easier 
for the reader.

CMS estimates that the total increase in 
federal government expenditures under the 
OPPS for CY 2017 compared to CY 2016 
due to the proposed changes would be 
approximately $671 million.

I. SUMMARY OF MAJOR 
PROVISIONS 

OPPS

Rate Update
CMS proposes to update the OPPS rates 
by 1.55 percent. The change is based 
on a projected hospital marketbasket 
increase of 2.8 percent minus both a 
0.5 percentage point adjustment for the 
multi-factor productivity and a 0.75 per-
centage point adjustment required by 
law. After considering all other policy 
changes proposed under the OPPS, 
including estimated spending for pass-
through payments, CMS estimates a 
1.6 percent payment increase for hospi-
tals paid under the OPPS in CY 2017.

Rural Adjustment
CMS is proposing to continue the 
adjustment of 7.1 percent to the OPPS 
payments to certain rural sole commu-
nity hospitals, including essential access 
community hospitals. This proposed ad-
justment would apply to all services paid 
under the OPPS, excluding separately 
payable drugs and biologicals, devices 
paid under the pass-through payment 
policy, and items paid at charges re-
duced to cost.

Cancer Hospital Payment Adjustment 
CMS is proposing to continue to provide 
additional payments to cancer hospitals 
so that the cancer hospital’s payment-to-
cost ratio after the additional payments 
is equal to the weighted average PCR for 
the other OPPS hospitals using the most 
recently submitted or settled cost report 
data. Based on those data, a proposed 
target PCR of 0.92 would be used to 
determine the CY 2017 cancer hospital 
payment adjustment to be paid at cost 
report settlement. That is, the proposed 
payment adjustments would be the 
additional payments needed to result 
in a PCR equal to 0.92 for each cancer 
hospital.

Proposed Comprehensive Ambulatory 
Payment Classifications for 2017
A C-APC is an APC that provides 
for an encounter-level payment for a 
designated primary procedure(s) and 
generally, all adjunctive and secondary 
services provided in conjunction with 
the primary procedure. CMS notes that 
there are currently 37 C-APCs, which 
mostly include procedures for the 
implantation of costly medical devices. 
For CY 2017, CMS is proposing 25 
new C-APCs, many of which are major 
surgery APCs within the various exist-
ing C-APC clinical families. CMS is also 
proposing three new clinical families to 
accommodate new C-APCs including 
nerve procedures, excision, biopsy, inci-
sion, drainage procedures, and airway 
endoscopy procedures.

C-APC for Bone Marrow Transplants: In 
addition, CMS is proposing to develop 
a C-APC as well as a dedicated cost 
center for BMT. CMS says the creation 
of a new C-APC for BMT would allow all 
the costs for services on the same OPPS 
claim as a BMT to be packaged into the 
rate setting for the BMT. This would also 
allow for the payment for the BMT to be 
representative of payment for all services 

continued
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that are associated with the BMT pro-
cedure along with the BMT procedure 
itself.

Proposed Packaged Services Policy 
Refinements
CMS believes that a basic tenet of a pro-
spective payment system is the packag-
ing of all integral, ancillary, supportive, 
dependent, or adjunctive services into 
primary services. Under current policy, 
many ancillary services are condition-
ally packaged. For CY 2017, CMS is 
proposing three policy refinements with 
respect to packaging:

Packaging Based on Claim Instead of 
Date of Service: CMS is proposing to 
align the packaging logic for all of the 
conditional packaging status indicators 
so that packaging would occur at the 
claim level (instead of based on the date 
of service).

Expansion of Molecular Pathology 
Laboratory Test Exception to Include 
Certain Advanced Diagnostic Laboratory 
Tests: In CY 2014, CMS adopted a policy 
to exclude molecular pathology tests 
from the laboratory packaging policy. 
CMS is proposing to expand this labora-
tory packaging exclusion to ADLTs that 
meet the criteria of section 1834A(d)(5)
(A) of the Act.

Discontinuation of the ‘L1’ Modifier: In 
CY 2014, CMS created modifier L1 to 
allow for separate payment of laboratory 
tests for use when (1) laboratory tests 
were the only services on the claim, or 
(2) when the laboratory test or tests were 
“unrelated” to the other services on the 
claim, meaning that the laboratory test 
was ordered by a different physician 
for a different diagnosis than the other 
services on the claim. In CY 2016, CMS 
created status indicator Q4, which al-
lows for automatic separate payment for 
laboratory tests when these are the only 
services on the claim without the use 

of the L1 modifier. For CY 2017, CMS 
is proposing to discontinue separate 
payment for “unrelated” laboratory tests, 
and, therefore, is proposing to discon-
tinue the L1 modifier.

Device-Intensive Procedure Policies
CMS is proposing the following two 
policies regarding device-intensive 
procedures:

Methodology for Assignment of Device-
Intensive Status: Currently, device-in-
tensive procedures are those procedures 
assigned to a device-intensive APC, 
which are APCs with a device offset 
greater than 40 percent. The device 
offset amount for an APC is the portion 
of the APC payment amount that is 
associated with the cost of devices used 
in procedures assigned to the APC. The 
device portion of a device-intensive pro-
cedure’s payment is the same in both the 
hospital outpatient department and ASC 
setting. With the recent reorganization 
of the APCs to include a greater number 
of procedures, some APCs contain 
procedures that have high device costs 
but do not meet the 40 percent device-
intensive threshold. Given this outcome, 
CMS says it believes that it should 
change the device-intensive calculation 
methodology and instead calculate the 
device offset amount at the HCPCS code 
level rather than at the APC level so that 
device-intensive status is assigned to all 
device-intensive procedures that exceed 
the 40 percent threshold.

Proposed New Payment Policy for Low 
Volume Device-Intensive Procedures: 
CMS is proposing that the payment rate 
for any device-intensive procedure that 
is assigned to an APC with fewer than 
100 total claims for all procedures in 
the APC be based on the median cost 
instead of the geometric mean cost.

continued
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Device Pass-Through Applications
Device pass-through payments are 
intended to enable access to certain new 
medical devices that represent a sub-
stantial clinical improvement relative to 
existing diagnostic or therapeutic servic-
es. In response to stakeholder requests 
for greater transparency, in CY 2016, 
CMS adopted a policy to continue to 
accept and review device pass-through 
applications on a quarterly basis but to 
also include discussions of the prelimi-
nary pass-through applications in the 
next applicable OPPS proposed rule. For 
CY 2017, CMS includes a discussion of 
three applications for which preliminary 
approval has not been granted based 
upon quarterly review.

Inpatient Only List
The Medicare inpatient-only list includes 
procedures that are only paid under the 
IPPS. Each year, CMS uses established 
criteria to review the IPO list and de-
termine whether or not any procedures 
should be removed from the list. 

For CY 2017, CMS is proposing to 
remove six procedures from the IPO 
list. The procedures include four spine 
procedures as well as two laryngoplasty 
procedures. The CY 2017 OPPS/ASC 
proposed rule also includes a comment 
solicitation regarding whether total knee 
arthroplasty should be removed from 
the IPO list in a subsequent year.

Site Neutral Payments Provision 
(“Section 603”)

CMS is proposing to implement Section 
603 of the Bipartisan Budget Act of 
2015. This provision requires that 
certain items and services furnished by 
certain off-campus PBDs shall not be 
considered covered outpatient depart-
ment services for purposes of OPPS 
payment and shall instead be paid 
“under the applicable payment system” 
beginning January 1, 2017. 

Excepted Items and Services 
CMS proposes that certain off-campus 
PBDs would be permitted to continue 
to bill for excepted items and services 
under the OPPS. Excepted items and 
services are:

 • All items and services furnished in a 
dedicated emergency department.

 • Items and services that were fur-
nished and billed by an off-campus 
PBD prior to November 2, 2015.

 • Items and services furnished in a 
hospital department within 250 yards 
of a remote location of the hospital.

Service Expansions, Relocations, and 
Changes of Ownership

 • Service Expansion in an Excepted 
Off-Campus PBD — While excepted 
off-campus PBDs will be paid at OPPS 
rates for items and services furnished 
and billed as of November 2, 2015, 
CMS is proposing that additional 
items and services beyond those 
within the clinical families of services 
furnished and billed prior to that date 
will not be excepted services.

 • Relocation of Excepted Off-Campus 
PBDs — CMS is proposing that 
items and services must continue to 
be furnished and billed at the same 
physical address of the off-campus 
PBD as of November 2, 2015, in 
order for the off-campus PBD to be 
considered excepted from Section 603 
requirements. CMS is proposing that 
an excepted off-campus PBD will lose 
its excepted status if it changes loca-
tion. CMS is requesting comment on 
whether there should be exceptions 
to this proposal for extraordinary 
circumstances that are outside the 
control of the hospital.

 • Changes of Ownership of Excepted 
Off-Campus PBDs — CMS is propos-
ing that if a hospital has a change 
of ownership and the new owners 

continued
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accept the existing Medicare provider 
agreement from the prior owner, the 
off-campus PBD may maintain its 
excepted status under the other rules 
outlined in this regulation. 

Applicable Payment System — For 
CY 2017, CMS proposes the Medicare 
Physician Fee Schedule to be the “appli-
cable payment system” for the majority 
of non-excepted items and services fur-
nished in an off-campus PBD. Physicians 
furnishing such services would be paid 
based on the professional at the non-
facility rate under the MPFS for services 
which they are permitted to bill.

CMS intends that this payment proposal 
would be a one-year transitional policy 
while the agency continues to explore 
operational changes that would allow an 
off-campus PBD to bill Medicare for its 
services under a Part B payment system 
other than the OPPS beginning in 2018. 
Provided it can meet all Federal and oth-
er requirements, a hospital would have 
the option of enrolling the non-excepted 
off-campus PBD as the provider/supplier 
it wishes to bill in order to meet the 
requirements of that payment system 
(such as an ASC or group practice).

For CY 2018, CMS is soliciting com-
ments on regulatory and operational 
changes that it could make to allow a 
non-excepted off-campus PBD to bill 
and be paid for its non-excepted items 
and services under an applicable pay-
ment system (other than the OPPS). 

ASCs

Ambulatory Surgical Center Payment 
Update
ASC payments are annually updated by 
the percentage increase in the Consumer 
Price Index for all urban consumers. The 
Medicare statute specifies a MFP adjust-
ment to the ASC annual update. For CY 
2017, the CPI-U update is projected to 
be 1.7 percent. The MFP adjustment is 

projected to be 0.5 percent, resulting in 
an MFP-adjusted CPI-U update factor of 
1.2 percent.

CMS estimates that proposed total 
payments to ASCs (including beneficiary 
cost-sharing and estimated changes in 
enrollment, utilization and case-mix), 
for CY 2017 would be approximately 
$4.42 billion, an increase of ap-
proximately $214 million compared to 
estimated CY 2016 Medicare payments.

Partial Hospitalization Program 
Rate Setting

Update to PHP Per Diem Costs
The CY 2017 OPPS/ASC proposed rule 
proposes to replace the existing two-
tiered APC structure for PHPs with a 
single APC by provider type for provid-
ing three or more services per day. 

CMHC Provider-Level Outlier Cap 
Proposal
The CY 2017 OPPS/ASC proposed 
rule proposes to implement a CMHC 
outlier payment cap to be applied at 
the provider level. Under this proposal, 
in any given year an individual CMHC 
would receive no more than 8 percent 
of its CMHC total per diem payments in 
outlier payments. 

CMS estimates an 8.4 percent decrease 
in CY 2017 payments to CMHCs relative 
to their CY 2016 payments.

Hospital Value-Based Purchasing 
Program

The Hospital VBP Program, funded by a 
2.0 percent reduction from participating 
hospitals’ base operating diagnosis-relat-
ed group payments each year, “requires 
CMS to redistribute a portion of the 
Medicare payments to hospitals for in-
patient services based on performance.” 
[Note, that this suggests CMS is not 
returning all of the withheld monies.] 

continued
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CMS is proposing to remove the Pain 
Management dimension of the Hospital 
Consumer Assessment of Healthcare 
Providers and Systems survey for pur-
poses of the Hospital VBP Program, 
beginning with the FY 2018 program 
year. Other Hospital VBP Program 
requirements will be set forth in an 
upcoming FY 2017 IPPS/LTCH PPS final 
rule to be issued on or around August 1, 
2016.

CMS is developing alternative pain 
management questions, HCAHPS survey 
data on all dimensions of care, including 
pain management, and will continue to 
be publicly reported under the Hospital 
Inpatient Quality Reporting Program 
in recognition that pain control is an 
important aspect to delivering quality 
care.

Hospital Outpatient Quality 
Reporting Program: Proposed 
Changes for CY 2018, 2019, and 
2020 Payment Determinations and 
Subsequent Years

The Hospital OQR Program requires 
hospital outpatient facilities to meet 
administrative, data collection, and 
submission, validation, and reporting 
requirements, or receive a reduction of 
2.0 percentage points in their annual 
payment update for failure to meet these 
requirements.

CMS is proposing to add a total of seven 
measures to the Hospital OQR Program 
for the CY 2020 payment determination 
and subsequent years.

Two claims-based measures, and five 
Outpatient and Ambulatory Surgery 
Consumer Assessment of Healthcare 
Providers and Systems survey-based 
measures. 

The seven measures are:

 • OP-35: Admissions and Emergency 
Department Visits for Patients 

Receiving Outpatient Chemotherapy, 
which assesses the care provided 
to cancer patients and encourages 
quality improvement efforts to reduce 
the number of unplanned inpatient 
admissions and emergency depart-
ment visits among cancer patients 
receiving chemotherapy in a hospital 
outpatient setting.

 • OP-36: Hospital Visits after Hospital 
Outpatient Surgery (NQF #2687), 
which assesses variations in patient 
outcomes following surgery at a 
hospital outpatient department. 

 • OP-37(a-e): Five proposed mea-
sures that are collected using the 
Outpatient and Ambulatory Surgical 
Center Consumer Assessment of 
Healthcare Providers and Systems 
survey, a patient experience of care 
survey which assesses patients’ access 
to care, interactions with facility staff, 
and overall experience at the facility.

CMS is not proposing any changes to 
the CY 2018 and CY 2019 Hospital OQR 
Program measure sets, which include 
26 measures — 25 required and one 
voluntary.

Beginning with the CY 2018 payment 
determination, CMS is proposing to 
publicly display data on the Hospital 
Compare website, or other CMS website, 
as soon as possible after measure data 
have been submitted to CMS. In addi-
tion, the agency is proposing that hos-
pitals will generally have approximately 
30 days to preview their data. CMS is 
also proposing to announce the time-
frames for the preview period on a CMS 
website and/or on its applicable listservs. 
Furthermore, beginning with the CY 
2019 payment determination, CMS 
proposes to update the Extraordinary 
Circumstances Exemptions policy by 
changing the ECE request deadline from 
45 days from the date that the extraordi-
nary circumstance occurred to 90 days 

continued
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from the date that the extraordinary 
circumstance occurred.

Organ Transplant Enforcement

The Medicare Conditions of 
Participation for Organ Transplant 
programs at 42 CFR sections 482.80 
and 482.82 contain an outcome require-
ments standard for one-year patient and 
graft survival. A transplant program is 
out of compliance with this standard 
if all of the thresholds in the standard 
are crossed. One of the thresholds, the 
number of observed events divided by 
the number of expected events, is based 
on the program’s outcomes in relation 
to the risk-adjusted national average. 
Currently, that threshold, which was 
adopted in 2007, is 1.5. However, as 
national outcomes for organ transplants 
have improved over time, the margin 
for compliance and noncompliance has 
narrowed. 

CMS is proposing to restore the CMS 
tolerance limit for patient and graft 
survival closer to the level allowed under 
the original 2007 rule by changing 
this threshold to 1.85. If the threshold 
is changed, this would mean that 
transplant programs would not be out 
of compliance unless the number of 
observed events (one-year patient deaths 
or graft failures) divided by the number 
of expected events exceeds 1.85.

Changes to the Conditions for 
Coverage for Organ Procurement 
Organizations
CMS is proposing to change the 
definition of “eligible death” and the 
aggregate donor yield metric in the 
OPO Conditions for Coverage to align 
the definitions, criteria and outcome 
measures with those requirements set 
forth by the OPTN and SRTR. CMS is 
also proposing to revise the OPO CfC 
that requires certain documentation to 
be transported to the transplant center 
together with an organ. 

Blood type and infectious disease 
information, which are two of the 
most important pieces of informa-
tion, will continue to be required in 
written format and sent along with 
the organ. Other donor information is 
now available to the transplant center 
electronically. 

Transplant Technical Correction and 
Other Proposed Revisions
CMS is proposing to extend the time 
for organ transplant programs to notify 
CMS of their intent to request mitigat-
ing factors approval from 10 days to 14 
calendar days; to clarify that the time 
period for submission of the mitigat-
ing factors information is calculated 
in calendar days; and to clarify CMS 
discretion regarding organ transplant 
Systems Improvement Agreements.

Electronic Health Record Incentive 
Program

90-Day EHR Reporting Period in 2016
In 2015, the EHR reporting period for all 
eligible professionals, eligible hospitals, 
and CAHs was any continuous 90-day 
period, which enabled health care 
providers to accommodate the changes 
to the program that were not finalized in 
rulemaking until the end of 2015.

CMS is proposing a 90-day EHR report-
ing period in 2016 for all EPs, eligible 
hospitals, and CAHs. The EHR reporting 
period would be any continuous 90-day 
period between January 1, 2016, and 
December 31, 2016.

Medicare EHR Incentive Program for 
Eligible Hospitals and CAHs
CMS is proposing to eliminate 
the Clinical Decision Support and 
Computerized Provider Order Entry 
(CPOE) objectives and measures for 
eligible hospitals and CAHs attesting 
under the Medicare EHR Incentive 
Program and reduce the thresholds for 
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a subset of the remaining objectives and 
measures in Modified Stage 2 for 2017 
and Stage 3 for 2017 and 2018. These 
proposed changes would not apply to 
eligible hospitals and CAHs that attest 
under a state’s Medicaid EHR Incentive 
Program.

New Participants in 2017
CMS is proposing that EPs, eligible hos-
pitals, and CAHs that have not success-
fully demonstrated meaningful use in 
a prior year would be required to attest 
to Modified Stage 2 by October 1, 2017. 
Returning EPs, eligible hospitals, and 
CAHs will report to different systems in 
2017 and therefore would not be affected 
by this proposal.

Significant Hardship Exception for 
New Participants Transitioning to 
MIPS in 2017
CMS is proposing that certain EPs, who 
have not successfully demonstrated 
meaningful use in a prior year, intend 
to attest to meaningful use for an EHR 
reporting period in 2017, and intend to 
transition to  the merit-based incentive 
payment system and report on measures 
specified for the advancing care infor-
mation performance category under the 
MIPS as proposed in 2017, can apply for 
a significant hardship exception from 
the 2018 payment adjustment as autho-
rized under section 1848(a)(7)(B) of the 
Act.

Modifications to Measure Calculations 
for Actions Outside of the EHR 
Reporting Period
CMS is proposing to change the policy 
for measure calculations such that, for 
all meaningful use measures, unless 
otherwise specified, actions included in 
the numerator must occur within the 
EHR reporting period if that period is a 
full calendar year, or if it is less than a 
full calendar year, within the calendar 
year in which the EHR reporting period 
occurs.

Ambulatory Surgical Center 
Quality Reporting Program

The ASCQR Program is a pay-for-report-
ing program that requires ambulatory 
surgical centers to meet administra-
tive, data collection, and reporting 
requirements, or receive a reduction of 
2.0 percentage points in their annual 
payment update for failure to meet the 
requirements.

CMS is proposing to add seven measures 
to the ASCQR program measure set for 
the CY 2020 payment determination 
and subsequent years. The seven mea-
sures are:

 • ASC-13: Normothermia Outcome, 
which assesses the percentage of pa-
tients having surgical procedures un-
der general or neuraxial anesthesia of 
60 minutes or more in duration who 
are normothermic within 15 minutes 
of arrival in the post-anesthesia care 
unit.

 • ASC-14: Unplanned Anterior 
Vitrectomy, which assesses the 
percentage of cataract surgery patients 
who have an unplanned anterior 
vitrectomy (removal of the vitreous 
present in the anterior chamber of the 
eye).

 • ASC-15(a-e): Five proposed mea-
sures that are collected using the 
Outpatient and Ambulatory Surgical 
Center Consumer Assessment of 
Healthcare Providers and Systems 
survey, a patient experience of care 
survey which assesses patients’ access 
to care, interactions with facility staff, 
and overall experience at the facility.

Information Sites
The Addenda relating to the OPPS 
are available at: http://www.cms.gov/
Medicare/Medicare-Fee-for-Service-
Payment/HospitalOutpatientPPS/index.
html.

continued
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The Addenda relating to the ASC pay-
ment system are available at: http://
www.cms.gov/Medicare/Medicare-Fee-
for-Service-payment/ASCPayment/
index.html.

COMMENT
The discussion below follows the rule’s order 
and is not reflective of major versus minor 
changes.

II. PROPOSED UPDATES AFFECTING 
OPPS PAYMENTS

A. Recalibration of APC Relative 
Weights

The proposed CY 2017 APC relative 
weights and payments are in Addenda 
A and B (which are available on CMS’ 
website) are calculated using claims 
furnished on or after January 1, 2015, 
and before January 1, 2016.

Calculation and Use of Cost-to-Charge 
Ratios
For CY 2017, CMS is continuing to 
use the hospital-specific overall ancil-
lary and departmental cost-to-charge 
ratios to convert charges to estimated 
costs through application of a revenue 
code-to-cost center crosswalk. The 
crosswalk is available for review and 
continuous comment on CMS’ website 
at: http://www.cms.gov/Medicare/
Medicare-Fee-for-Service-Payment/
HospitalOutpatientPPS/index.html. 

Calculation of Single Procedure APC 
Criteria-Based Costs
1. Blood and Blood Products
CMS is continuing to establish payment 
rates for blood and blood products using 
its blood-specific CCR methodology, 
which utilizes actual or simulated CCRs 
from the most recently available hospital 
cost reports to convert hospital charges 
for blood and blood products to costs. 

CMS refers readers to Addendum B for 
the CY 2017 payment rates for blood 
and blood products (which are identified 
with status indicator “R”).

2. Brachytherapy Sources
The proposed CY 2017 payment rates for 
brachytherapy sources are included in 
Addendum B to this proposed rule and 
are identified with status indicator “U.”

CMS is proposing to assign new pro-
posed status indicator “E2” to HCPCS 
code C2644 (Brachytherapy cesium-131 
chloride).

Proposed Additional Comprehensive 
APCs for CY 2017
CMS is proposing 25 additional C-APCs 
to be paid under the existing C-APC 
payment policy beginning in CY 2017. 
The proposed CY 2017 C-APCs are 
listed below.

Addendum J includes all of the data 
related to the C-APC payment policy 
methodology, including the list of pro-
posed complexity adjustments.
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Proposed CY 2017 C-APCs

C-APC CY 2017 APC Title Clinical Family
Proposed 

New C-APC

5072 Level 2 Excision/ Biopsy/ Incision and Drainage EBIDX *

5073 Level 3 Excision/ Biopsy/ Incision and Drainage EBIDX *

5091 Level 1 Breast/Lymphatic Surgery and Related Procedures BREAS *

5092 Level 2 Breast/Lymphatic Surgery and Related Procedures BREAS *

5093 Level 3 Breast/Lymphatic Surgery & Related Procedures BREAS

5094 Level 4 Breast/Lymphatic Surgery & Related Procedures BREAS

5112 Level 2 Musculoskeletal Procedures ORTHO *

5113 Level 3 Musculoskeletal Procedures ORTHO *

5114 Level 4 Musculoskeletal Procedures ORTHO

5115 Level 5 Musculoskeletal Procedures ORTHO

5116 Level 6 Musculoskeletal Procedures ORTHO

5153 Level 3 Airway Endoscopy AENDO *

5154 Level 4 Airway Endoscopy AENDO *

5155 Level 5 Airway Endoscopy AENDO *

5164 Level 4 ENT Procedures ENTXX *

5165 Level 5 ENT Procedures ENTXX

5166 Cochlear Implant Procedure COCHL

5191 Level 1 Endovascular Procedures VASCX *

5192 Level 2 Endovascular Procedures VASCX

5193 Level 3 Endovascular Procedures VASCX

5194 Level 4 Endovascular Procedures VASCX

5200 Implantation Wireless PA Pressure Monitor WPMXX *

5211 Level 1 Electrophysiologic Procedures EPHYS

5212 Level 2 Electrophysiologic Procedures EPHYS

5213 Level 3 Electrophysiologic Procedures EPHYS

5222 Level 2 Pacemaker and Similar Procedures AICDP

5223 Level 3 Pacemaker and Similar Procedures AICDP

5224 Level 4 Pacemaker and Similar Procedures AICDP

5231 Level 1 ICD and Similar Procedures AICDP

5232 Level 2 ICD and Similar Procedures AICDP

5244 Level 4 Blood Product Exchange and Related Services SCTXX *

5302 Level 2 Upper GI Procedures GIXXX *

5303 Level 3 Upper GI Procedures GIXXX *

5313 Level 3 Lower GI Procedures GIXXX *

5331 Complex GI Procedures GIXXX

5341 Abdominal/Peritoneal/Biliary and Related Procedures GIXXX *

5361 Level 1 Laparoscopy & Related Services LAPXX

5362 Level 2 Laparoscopy & Related Services LAPXX

5373 Level 3 Urology & Related Services UROXX *

5374 Level 4 Urology & Related Services UROXX *

5375 Level 5 Urology & Related Services UROXX

5376 Level 6 Urology & Related Services UROXX

5377 Level 7 Urology & Related Services UROXX

5414 Level 4 Gynecologic Procedures GYNXX *
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Proposed CY 2017 C-APCs

C-APC CY 2017 APC Title Clinical Family
Proposed 

New C-APC

5415 Level 5 Gynecologic Procedures GYNXX

5416 Level 6 Gynecologic Procedures GYNXX

5431 Level 1 Nerve Procedures NERVE *

5432 Level 2 Nerve Procedures NERVE *

5462 Level 2 Neurostimulator & Related Procedures NSTIM

5463 Level 3 Neurostimulator & Related Procedures NSTIM

5464 Level 4 Neurostimulator & Related Procedures NSTIM

5471 Implantation of Drug Infusion Device PUMPS

5491 Level 1 Intraocular Procedures INEYE *

5492 Level 2 Intraocular Procedures INEYE

5493 Level 3 Intraocular Procedures INEYE

5494 Level 4 Intraocular Procedures INEYE

5495 Level 5 Intraocular Procedures INEYE

5503 Level 3 Extraocular, Repair, and Plastic Eye Procedures EXEYE *

5504 Level 4 Extraocular, Repair, and Plastic Eye Procedures EXEYE *

5627 Level 7 Radiation Therapy RADTX

5881 Ancillary Outpatient Services When Patient Dies N/A

8011 Comprehensive Observation Services N/A

*Proposed New C-APC for CY 2017.
C-APC Clinical Family Descriptor Key:
AENDO = Airway Endoscopy
AICDP = Automatic Implantable Cardiac Defibrillators, Pacemakers, and Related Devices.
BREAS = Breast Surgery
COCHL = Cochlear Implant
EBIDX = Excision/ Biopsy/ Incision and Drainage
ENTXX = ENT Procedures
EPHYS = Cardiac Electrophysiology
EXEYE = Extraocular Ophthalmic Surgery
GIXXX = Gastrointestinal Procedures
GYNXX = Gynecologic Procedures
INEYE = Intraocular Surgery
LAPXX = Laparoscopic Procedures
NERVE = Nerve Procedures
NSTIM = Neurostimulators
ORTHO = Orthopedic Surgery
PUMPS = Implantable Drug Delivery Systems
RADTX = Radiation Oncology
SCTXX = Stem Cell Transplant
UROXX = Urologic Procedures
VASCX = Vascular Procedures
WPMXX = Wireless PA Pressure Monitor

Proposed New Allogeneic Hematopoietic Stem Cell Transplantation C-APC
Allogeneic hematopoietic stem cell transplantation involves the intravenous infusion of hemato-
poietic stem cells derived from the bone marrow, umbilical cord blood, or peripheral blood of a 
donor to a recipient.
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CMS is proposing to create a new 
C-APC 5244 (Level 4 Blood Product 
Exchange and Related Services) and to 
assign procedures described by CPT 
code 38240 (Hematopoietic progenitor 
cell; allogeneic transplantation per do-
nor) to this C-APC and to assign status 
indicator “J1” to the code, and CMS is 
proposing to establish a payment rate for 
proposed new C-APC 5244 of $15,267 
for CY 2017.

Proposed Calculation of Composite 
APC Criteria-Based Costs
(1) Low Dose Rate Prostate Brachytherapy 
Composite APC
CMS would continue to use the payment 
rate for composite APC 8001 to pay for 
LDR prostate brachytherapy services 
for CY 2017. CMS proposes a geometric 
mean cost of approximately $3,581 for 
these procedures. 

(2) Mental Health Services Composite APC
CMS is proposing that when the aggre-
gate payment for specified mental health 
services provided by one hospital to a 
single beneficiary on one date of service 
based on the payment rates associated 
with the APCs for the individual ser-
vices exceeds the maximum per diem 
payment rate for partial hospitalization 
services provided by a hospital, those 
specified mental health services would 
be assigned to composite APC 8010 
(Mental Health Services Composite). 
CMS is proposing to continue to set the 
payment rate for composite APC 8010 at 
the same payment rate that it is propos-
ing to establish for APC 5862 (Level 2 
Partial Hospitalization (4 or more ser-
vices) for hospital-based PHPs), which is 
the maximum partial hospitalization per 
diem payment rate for a hospital, and 
that the hospital continue to be paid the 
payment rate for composite APC 8010.

(3) Multiple Imaging Composite APCs 
(APCs 8004, 8005, 8006, 8007, and 8008)

CMS will continue to pay for all multiple 
imaging procedures within an imag-
ing family performed on the same date 
of service using the multiple imaging 
composite APC payment methodology.

The rule’s table 3 lists the HCPCS codes 
that would be subject to the multiple 
imaging composite APC policy and their 
respective families and approximate 
composite APC proposed geometric 
mean costs for CY 2017. 

Changes to Packaged Items and 
Services
(1) Proposed Clinical Diagnostic Laboratory 
Test Packaging Policy
Laboratory tests are separately paid in 
the HOPD when they are considered 
“unrelated” laboratory tests.

CMS is proposing to discontinue the 
unrelated laboratory test exception 
(and the “L1” modifier). Instead, CMS is 
proposing to package any and all labora-
tory tests if they appear on a claim with 
other hospital outpatient services.

(2) Proposed Molecular Pathology Test 
Exception
CMS is proposing an expansion of the 
laboratory packaging exception that 
currently applies to molecular pathol-
ogy tests to also apply to all advanced 
diagnostic laboratory tests (ADLTs) that 
meet the criteria of section 1834A(d)(5)
(A) of the Act.

CMS would assign status indicator “A” 
(Separate payment under the Clinical 
Laboratory Fee Schedule to ADLTs once 
a laboratory test is designated an ADLT 
under the CLFS. 

(3) Proposed Change in Conditional 
Packaging Status Indicators Logic
CMS is proposing to align the packaging 
logic for all of the conditional packaging 
status indicators and change the logic for 
status indicators “Q1” and “Q2” so that 
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packaging would occur at the claim level 
(instead of based on the date of service) 
to promote consistency and ensure that 
items and services that are provided 
during a hospital stay that may span 
more than one day are appropriately 
packaged according to OPPS packaging 
policies.

Proposed Calculation of OPPS Scaled 
Payment Weights
For CY 2017, CMS is proposing to assign 
APC 5012 a relative payment weight of 
1.00 and to divide the geometric mean 
cost of each APC by the proposed geo-
metric mean cost for APC 5012 to derive 
the proposed unscaled relative payment 
weight for each APC. 

For a detailed discussion of the weight 
scalar calculation, CMS refers read-
ers to the OPPS claims accounting 
document available on its website 
at: http://www.cms.gov/Medicare/
Medicare-Fee-for-Service-Payment/
HospitalOutpatientPPS/index.html.

B. Proposed Conversion Factor 
Update

The proposed OPD fee schedule increase 
factor for the CY 2017 OPPS is 1.55 per-
cent (which is 2.8 percent, the estimate 
of the hospital inpatient market basket 
percentage increase, less the 0.5 per-
centage point MFP adjustment, and less 
the 0.75 percentage point additional 
adjustment). 

For CY 2017, CMS is proposing a con-
version factor of $74.909 in the calcula-
tion of the national unadjusted payment 
rates for those items and services for 
which payment rates are calculated 
using geometric mean costs, that is, 
the OPD fee schedule increase factor of 
1.55 percent for CY 2017, the required 
wage index budget neutrality adjustment 
of approximately 1.0000, the cancer 
hospital payment adjustment of 1.0000, 
the packaging of unrelated laboratory 

tests adjustment factor of 1.0003, and 
the adjustment of -0.06 percentage point 
of projected OPPS spending for the 
difference in the pass-through spending 
and outlier payments that result in a 
proposed conversion factor for CY 2017 
of $74.909.

The current CF is $73.725

CMS is proposing to use a reduced 
conversion factor of 73.411 in the cal-
culation of payments for hospitals that 
fail to meet the Hospital OQR Program 
requirements (a difference of -1.498 in 
the conversion factor relative to hospitals 
that met the requirements).

C. Wage Index Changes
The OPPS labor-related share remains 
at 60 percent of the national OPPS 
payment.

Frontier State hospitals will receive a 
wage index of 1.0000 if the otherwise 
applicable wage index (including reclas-
sification, rural floor, and rural floor 
budget neutrality) is less than 1.0000. 

CMS will use the FY 2017 hospital IPPS 
wage index for urban and rural areas as 
the wage index for the OPPS hospital to 
determine the wage adjustments for the 
OPPS payment rate and the co-payment 
standardized amount for CY 2017.

D. Statewide Average Default CCRs 

The rule’s table 4 lists the proposed 
CY 2017 default urban and rural CCRs 
by State.

E. Adjustment for Rural SCHs and 
EACHs under Section 1833(t)(13)(B) 
of the Act

CMS will continue its policy of a 7.1 per-
cent payment adjustment that is done in 
a budget neutral manner for rural SCHs, 
including EACHs, for all services and 
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procedures paid under the OPPS, excluding separately payable drugs and biologicals, devices 
paid under the pass-through payment policy, and items paid at charges reduced to costs.

F. OPPS Payment to Certain Cancer Hospitals

For CY 2017, CMS is proposing to continue its policy to provide additional payments to 
11 specified cancer hospitals so that each cancer hospital’s final payment-to-cost ratio is equal 
to the weighted average PCR (or “target PCR”) for the other OPPS hospitals using the most 
recent submitted or settled cost report data that are available at the time of the development of 
this proposed rule.

Proposed Estimated CY 2017 Hospital-Specific Payment Adjustment for Cancer 
Hospitals To Be Provided at Cost Report Settlement

Provider 
Number Hospital Name

Estimated Percentage Increase in 
OPPS Payments for CY 2016

050146 City of Hope Comprehensive Cancer Center 27.2%

050660 USC Norris Cancer Hospital 15.3%

100079 Sylvester Comprehensive Cancer Center 33.8%

100271 H. Lee Moffitt Cancer Center & Research Institute 28.7%

220162 Dana-Farber Cancer Institute 51.4%

330154 Memorial Sloan-Kettering Cancer Center 46.9%

330354 Roswell Park Cancer Institute 31.4%

360242 James Cancer Hospital & Solove Research Institute 39.4%

390196 Fox Chase Cancer Center 17.9%

450076 M.D. Anderson Cancer Center 54.0%

500138 Seattle Cancer Care Alliance 60.4%

G. Hospital Outpatient Outlier Payment

For CY 2017, CMS would continue its policy of estimating outlier payments to be 1.0 percent 
of the estimated aggregate total payments under the OPPS. A portion of that 1.0 percent, an 
amount equal to 0.49 percent of outlier payments (or 0.0049 percent of total OPPS payments) 
will be allocated to CMHCs for PHP outlier payments.

CMS is proposing that the hospital outlier threshold be set so that outlier payments would be 
triggered when a hospital’s cost of furnishing a service exceeds 1.75 times the APC payment 
amount and exceeds the APC payment amount plus $3,825.

For CMHCs, CMS is proposing that, if a CMHC’s cost for partial hospitalization services, paid 
under APC 5853, exceeds 3.40 times the payment rate for APC 5853, the outlier payment 
would be calculated as 50 percent of the amount by which the cost exceeds 3.40 times the APC 
5853 payment rate.

III. OPPS AMBULATORY PAYMENT CLASSIFICATION GROUP POLICIES

A. OPPS Treatment of New CPT and Level II HCPCS Codes

Proposed Treatment of New CY 2016 Level II HCPCS and CPT Codes Effective April 1, 
2016 and July 1, 2016.

 • Effective April 1, 2016, CMS made effective 10 new Level II HCPCS codes and also assigned 
them to appropriate interim OPPS status indicators and APCs (see proposal’s Table 7).
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 • Effective July 1, 2016, CMS made effective several new CPT and Level II HCPCS 
codes and also assigned them to appropriate interim OPPS status indicators and 
APCs (see proposal’s Table 8).

CMS is soliciting public comments on the proposed CY 2017 status indicators and 
APC assignments for the Level II HCPCS codes and the Category III CPT codes that 
were made effective April 1, 2016, and July 1, 2016.

The proposed payment rates for these codes can be found in Addendum B to this 
proposed rule (which is available on CMS’ website).

Proposed Treatment of New and Revised CY 2017 Category I and III CPT Codes 
That will be Effective January 1, 2017, for Which CMS is Soliciting Public 
Comments
CMS is soliciting public comments on the proposed CY 2017 status indicators and 
APC assignments for the new and revised Category I and III CPT codes that will be 
effective January 1, 2017. The CPT codes are listed in Addendum B to this proposed 
rule with short descriptors only. CMS lists them again in Addendum O with long 
descriptors. 

B. OPPS Changes — Variations within APCs

The following table lists 4 APCs that CMS would exempt from the 2 times rule for 
CY 2017.

APC Exceptions to the 2 Times Rule for CY 2017

CY 2017 APC* CY 2017 APC Title

5521 Level 1 Diagnostic Radiology Without Contrast

5735 Level 5 Minor Procedures

5771 Cardiac Rehabilitation

5841 Psychotherapy

C. New Technology APCs

Currently, there are there are 48 levels of New Technology APC groups with two 
parallel status indicators; one set with a status indicator of “S” and the other set with 
a status indicator of “T.”

CMS is proposing to establish six new groups of New Technology APCs—APCs 1901 
through 1906 (for New Technology APC Levels 49 through 51) with procedures 
assigned to both OPPS status indicators “S” and “T.”
The table below includes the complete list of the proposed additional six New 
Technology APC groups for CY 2017.
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Proposed Additional New Technology APC Groups for CY 2017
Proposed 
New CY 

2017 APC Proposed CY 2017 APC Group Title
Propose Status 

Indicator

1901 New Technology - Level 49 ($100,001-$120,000) S

1902 New Technology - Level 49 ($100,001-$120,000) T

1903 New Technology - Level 50 ($120,001-$140,000) S

1904 New Technology - Level 50 ($120,001-$140,000) T

1905 New Technology - Level 51 ($140,001-$160,000) S

1906 New Technology - Level 51 ($140,001-$160,000) T

The proposed payment rates for New Technology APC 1901 through 1906 can be 
found in Addendum A.

Proposed OPPS APC-Specific Policies
Imaging
CMS is proposing to make further changes to the structure of the imaging APCs. 
Below CMS lists the CY 2016 imaging APCs, and in the following table CMS lists its 
proposed CY 2017 changes to the imaging APCs. This proposal would consolidate 
the imaging APCs from 17 APCs in CY 2016 to 8 in CY 2017.

CY 2016 Imaging APCs

CY 2016 
APC CY 2016 APC Group Title

CY 2016 
Status 

Indicator

5521 Level 1 X-Ray and Related Services S

5522 Level 2 X-Ray and Related Services S

5523 Level 3 X-Ray and Related Services S

5524 Level 4 X-Ray and Related Services S

5525 Level 5 X-Ray and Related Services S

5526 Level 6 X-Ray and Related Services S

5531 Level 1 Ultrasound and Related Services S

5532 Level 2 Ultrasound and Related Services S

5533 Level 3 Ultrasound and Related Services S

5534 Level 4 Ultrasound and Related Services S

5561 Level 1 Echocardiogram with Contrast S

5562 Level 1 Echocardiogram with Contrast S

5570 Computed Tomography without Contrast S

5571 Level 1 Computed Tomography with Contrast and Computed 
Tomography Angiography S

5572 Level 2 Computed Tomography with Contrast and Computed 
Tomography Angiography S

5581 Magnetic Resonance Imaging and Magnetic Resonance Angiography 
without Contrast S

5582 Magnetic Resonance Imaging and Magnetic Resonance Angiography 
with Contrast

S
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Proposed CY 2017 Imaging APCs

Proposed 
2017 APC Proposed CY 2017 APC Group Title

Proposed CY 2017 
Status Indicator

5521 Level 1 Diagnostic Radiology without Contrast S

5522 Level 2 Diagnostic Radiology without Contrast S

5523 Level 3 Diagnostic Radiology without Contrast S

5524 Level 4 Diagnostic Radiology without Contrast S

5525 Level 5 Diagnostic Radiology without Contrast S

5571 Level 1 Diagnostic Radiology with Contrast S

5572 Level 2 Diagnostic Radiology with Contrast S

5573 Level 3 Diagnostic Radiology with Contrast S

Strapping and Cast Application (APCs 5101 
and 5102)
CMS is proposing to revise the status 
indicator assignment for these proce-
dures from “S” to “T” (Procedure or 
Service, Multiple Procedure Reduction 
Applies; Paid under OPPS; separate APC 
payment) to indicate that the services 
are paid separately under OPPS, but a 
multiple procedure payment reduction 
applies when two or more services as-
signed to status indicator “T” are billed 
on the same date of service.

Transprostatic Urethral Implant Procedure
The procedure described by HCPCS 
code C9740 (Cystourethroscopy, with 
insertion of transprostatic implant; 
4 or more implants) is one of two 
procedure codes associated with the 
UroLift System, which is used to treat 
patients diagnosed with benign prostatic 
hyperplasia.

CMS is proposing to reassign the proce-
dure described by HCPCS code C9740 
from APC 1565 to APC 5376 (Level 6 
Urology and Related Services), which 
has a geometric mean cost of approxi-
mately $7,723.

IV. PROPOSED OPPS PAYMENT FOR 
DEVICES

A. Pass-Through Payments for 
Devices

(1) Expiration of Transitional Pass-
Through Payments for Certain 
Devices
There currently are four device catego-
ries eligible for pass-through payment: 
(1) HCPCS code C2624 (Implantable 
wireless pulmonary artery pressure 
sensor with delivery catheter, includ-
ing all system components), which was 
established effective January 1, 2015; 
(2) HCPCS code C2623 (Catheter, 
transluminal angioplasty, drug-coated, 
non-laser), which was established 
effective April 1, 2015; (3) HCPCS code 
C2613 (Lung biopsy plug with delivery 
system), which was established effective 
July 1, 2015; and (4) HCPCS code C1822 
(Generator, neurostimulator (implant-
able), high frequency, with rechargeable 
battery and charging system), which was 
established effective January 1, 2016. 

The pass-through payment status of 
the device category for HCPCS code 
C2624 will end on December 31, 2016. 
CMS is proposing, beginning in CY 
2017, to package the costs of the device 
described by HCPCS code C2624 into 
the costs related to the procedure with 
which the device is reported in the 
hospital claims data.

(2) Applications Received for Device 
Pass-Through Payment for CY 2017
CMS received three applications.
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 • BioBag® (Larval Debridement Therapy in a Contained Dressing)

 • Encore™ Suspension System

 • Endophys Pressure Sensing System (Endophys PSS) or Endophys Pressure Sensing 
Kit

None are yet approved.

(3) Proposal to Make the Transitional Pass-Through Payment Period 3 Years for 
All Pass-Through Devices and Expire Pass-Through Status on a Quarterly Rather 
Than Annual Basis

CMS is proposing, beginning with pass-through devices newly approved in CY 2017 
and subsequent calendar years, to allow for a quarterly expiration of pass-through 
status for devices to afford a pass-through period that is as close to a full 3 years as 
possible for all pass-through payment devices.

B. Proposed Device-Intensive Procedures

Under the OPPS, device-intensive APCs are defined as those APCs with a device 
offset greater than 40 percent.

The full listing of proposed device-intensive procedures is included in a new 
Addendum P to this proposed rule

V. PROPOSED OPPS PAYMENT CHANGES FOR DRUGS, BIOLOGICALS, AND 
RADIOPHARMACEUTICALS

A. Proposed OPPS Transitional Pass-Through Payment for Additional 
Costs of Drugs, Biologicals, and Radiopharmaceuticals

(1) Proposal to Make the Transitional Pass-Through Payment Period 3 Years for 
All Pass-Through Drugs, Biologicals, and Radiopharmaceuticals and Expire Pass-
Through Status on a Quarterly Rather Than Annual Basis
CMS is proposing, beginning with pass-through drugs and biologicals newly ap-
proved in CY 2017 and subsequent calendar years, to allow for a quarterly expiration 
of pass-through payment status to afford a pass-through period that is as close to a 
full 3 years as possible for all pass-through payments.

CMS notes that this proposed change would eliminate the variability of the pass-
through payment eligibility period, which currently varies based on the timing of the 
particular application.

(2) Proposed Drugs and Biologicals With Expiring Pass-Through Status in 
CY 2016
CMS is proposing that the pass-through status of 15 drugs and biologicals would 
expire on December 31, 2016, as listed in the table below.
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Proposed Drugs and Biologicals for Which Pass-Through Status Will Expire 
December 31, 2016

CY 2016 
HCPCS Code CY 2016 Long Descriptor

CY 2016 
Status 

Indicator
CY 2016 

APC

C9497 Loxapine, inhalation powder, 10 mg G 9497

J1322 Injection, elosulfase alfa, 1mg G 1480

J1439 Injection, ferric carboxymaltose, 1 mg G 9441

J1447 Injection, TBO-Filgrastim, 1 microgram G 1748

J3145 Injection, testosterone undecanoate, 1 mg G 1487

J3380 Injection, vedolizumab, 1 mg G 1489

J7181 Injection, factor xiii a-subunit, (recombinant), per 
iu

G 1746

J7200 Factor ix (antihemophilic factor, recombinant), 
Rixubus, per iu

G 1467

J7201 Injection, factor ix, fc fusion protein (recombinant), 
per iu

G 1486

J7205 Injection, factor viii fc fusion (recombinant), per iu G 1656

J7508 Tacrolimus, extended release, (astagraf xl), oral, 
0.1 mg

G 1465

J9301 Injection, obinutuzumab, 10 mg G 1476

J9308 Injection, ramucirumab, 5 mg G 1488

J9371 Injection, Vincristine Sulfate Liposome, 1 mg G 1466

Q4121 Theraskin, per square centimeter G 1479

(3) Proposed Drugs, Biologicals, and 
Radiopharmaceuticals with New or 
Continuing Pass-Through Status in 
CY 2017
CMS is proposing to continue pass-
through payment status in CY 2017 for 
38 drugs and biologicals.

The 38 drugs are displayed in the rule’s 
Table 14. 

(4) Proposed Provisions for Reducing 
Transitional Pass-Through Payments 
for Policy-Packaged Drugs and 
Biologicals to Offset Costs Packaged 
into APC Groups
The proposed APCs to which a diagnos-
tic radiopharmaceutical payment offset 
may be applicable are the same as for CY 
2016. Also, the proposed APCs to which 
a contrast agent payment offset may be 
applicable, a stress agent payment offset, 
or a skin substitute payment offset are 
also the same as for CY 2016.

CMS is proposing to continue to post 
annually on its website http://www.cms.
gov/Medicare/Medicare-Fee-for-Service-
Payment/HospitalOutpatientPPS/index.
html

A file that includes the APC offset 
amounts that will be used for that year 
for purposes of both evaluating cost 
significance for candidate pass-through 
device categories and drugs and biologi-
cals and establishing any appropriate 
APC offset amounts.

B. Proposed OPPS Payment 
for Drugs, Biologicals and 
Radiopharmaceuticals Without 
Pass-Through Status

(1) Proposed Criteria for Packaging 
Payment for Drugs, Biologicals, and 
Radiopharmaceuticals

a. Proposed Packaging Threshold
CMS is proposing package items with a 
per day cost less than or equal to $110, 
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and identify items with a per day cost 
greater than $110 as separately payable. 
The current amount is $100.

b. Proposed Packaging of Payment for 
HCPCS Codes That Describe Certain 
Drugs, Certain Biologicals, and Therapeutic 
Radiopharmaceuticals Under the Cost 
Threshold (“Threshold-Packaged Drugs”)
Payment rates for HCPCS codes for 
separately payable drugs and biologicals 
are included in Addenda A and B for 
the final rule will be based on ASP data 
from the second quarter of CY 2016.

c. Proposed High Cost/Low Cost Threshold 
for Packaged Skin Substitutes
The proposed CY 2017 geometric mean 
unit cost threshold is $25 per cm2 
(rounded to the nearest $1) and the 
proposed CY 2017 products per day 
cost threshold is $729 (rounded to the 
nearest $1).

The proposal’s Table 15 displays the 
proposed CY 2017 high cost or low 
cost category assignment for each skin 
substitute product.

d. Proposed Packaging Determination for 
HCPCS Codes That Describe the Same 
Drug or Biological but Different Dosages
CMS is proposing to continue its policy 
to make packaging determinations 
on a drug-specific basis, rather than a 
HCPCS code-specific basis, for those 
HCPCS codes that describe the same 
drug or biological but different dosages 
in CY 2017.

The proposed packaging status of each 
drug and biological HCPCS code to 
which this methodology would apply in 
CY 2017 is displayed in the proposal’s 
Table 16.

(2) Proposed Payment for Drugs and 
Biologicals without Pass-Through 
Status That Are Not Packaged
a. Proposed Payment for Specified Covered 

Outpatient Drugs and Other Separately 
Payable and Packaged Drugs and 
Biologicals
CMS is proposing to apply section 
1833(t)(14)(A)(iii)(II) of the Act to all 
separately payable drugs and biologicals, 
including SCODs.
b. Proposed CY 2017 Payment Policy
For CY 2017 and subsequent years, 
CMS is proposing to continue its pay-
ment policy that has been in effect from 
CY 2013 to present and pay for sepa-
rately payable drugs and biologicals at 
ASP+6 percent.

(3) Proposed Payment Policy for 
Therapeutic Radiopharmaceuticals
The proposed CY 2017 payment rates 
for non-pass-through, separately payable 
therapeutic radiopharmaceuticals are in 
Addenda A and B.

(4) Proposed Payment Adjustment 
Policy for Radioisotopes Derived 
from Non-Highly Enriched Uranium 
Sources
CMS is proposing to continue the pay-
ment policy for therapeutic radiophar-
maceuticals that began in CY 2010. That 
is, for CY 2017 CMS will continue to pay 
all non-pass-through, separately payable 
therapeutic radiopharmaceuticals at 
ASP+6 percent.

(5) Proposed Payment Adjustment 
Policy for Radioisotopes Derived 
From Non-Highly Enriched Uranium 
Sources
CMS is proposing to continue to provide 
an additional $10 payment for radioiso-
topes produced by non-HEU sources.

(6) Proposed Payment for Blood 
Clotting Factors
For CY 2017, CMS will continue to 
pay for blood clotting factors at ASP+6 
percent.
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(7) Proposed Payment for Non-Pass-
Through Drugs, Biologicals, and 
Radiopharmaceuticals With HCPCS 
Codes but Without OPPS Hospital 
Claims Data
The proposed CY 2017 payment status 
of each of the non-pass-through drugs, 
biologicals, and radiopharmaceuti-
cals with HCPCS codes but without 
OPPS hospital claims data is listed in 
Addendum.

VI. PROPOSED ESTIMATE 
OF OPPS TRANSITIONAL 
PASS-THROUGH SPENDING 
FOR DRUGS, BIOLOGICALS, 
RADIOPHARMACEUTICALS AND 
DEVICES
Section 1833(t)(6)(E) of the Act limits 
the total projected amount of transi-
tional pass-through payments for drugs, 
biologicals, radiopharmaceuticals, and 
categories of devices for a given year to 
an “applicable percentage” (currently 
2.0 percent) of total program payments 
estimated to be made for all covered ser-
vices under the hospital OPPS furnished 
for that year.

CMS estimates that proposed total pass-
through spending for the device catego-
ries and the drugs and biologicals that 
are continuing to receive pass-through 
payment in CY 2017 and those device 
categories, drugs, and biologicals that 
first become eligible for pass-through 
payment during CY 2017 would be 
approximately $148.3 million (approxi-
mately $112.7 million for device catego-
ries and approximately $35.6 million for 
drugs and biologicals), which represents 
0.24 percent of total projected OPPS 
payments for CY 2017. Therefore, CMS 
estimates that proposed pass-through 

spending in CY 2017 would not amount 
to 2.0 percent of total projected OPPS 
CY 2017 program spending.

VII. PROPOSED OPPS PAYMENT FOR 
HOSPITAL OUTPATIENT VISITS AND 
CRITICAL CARE SERVICES
For CY 2017, CMS is proposing to 
continue with and is not proposing any 
changes to its current clinic and emer-
gency department hospital outpatient 
visits payment policies.

VIII. PROPOSED PAYMENT FOR 
PARTIAL HOSPITALIZATION SERVICES
Partial hospitalization is an intensive 
outpatient program of psychiatric 
services provided to patients as an alter-
native to inpatient psychiatric care for 
individuals who have an acute mental 
illness.

CMS is proposing to create proposed 
new CMHC PHP APC 5853 to pay 
CMHCs for partial hospitalization 
services provided to Medicare benefi-
ciaries for providing 3 or more services 
per PHP service day to replace existing 
CMHC PHP APCs 5851 and 5852 for 
CY 2017 and subsequent years. 

CMS is also proposing to create pro-
posed new hospital-based PHP APC 
5863 to pay hospital-based PHPs for 
partial hospitalization services provided 
to Medicare beneficiaries for providing 
three or more services per PHP service 
day to replace existing hospital-based 
PHP APCs 5861 and 5862 for CY 2017 
and subsequent years.

The proposed CY 2017 geometric mean 
per diem costs for the PHP APCs are 
shown in the tables below.

continued
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Proposed CY 2017 PHP APC Geometric Mean Per Diem Costs 

 Proposed 
CY 2017 APC Group Title

Proposed PHP APC 
Geometric Mean 
Per Diem Costs

5853 Partial Hospitalization (3 or more services per day) for 
CMHCs

$132.30

5863 Level 2 Partial Hospitalization (4 or more services) for 
CMHCs

$192.57

Proposed Outlier Policy for CMHCs

CMS is proposing to designate less than 
0.01 percent of the estimated 1.0 percent 
outlier threshold for CMHCs.

For CY 2017 and subsequent years, 
CMS is proposing to apply a CMHC 
outlier payment cap of 8 percent to 
each CMHC’s total per diem payments, 
such that in any given calendar year, 
an individual CMHC would not receive 
more than 8 percent of its CMHC total 
per diem payments in outlier payments.

IX. PROPOSED PROCEDURES THAT 
WILL BE PAID ONLY AS INPATIENT 
PROCEDURES
CMS is proposing to remove the fol-
lowing six codes (four spine procedure 
codes and two laryngoplasty codes) 
from the IPO list for CY 2017:

 • CPT code 22840 (Posterior non-
segmental instrumentation (e.g., 
Harrington rod technique, pedicle 
fixation across 1 interspace, atlanto-
axial transarticular screw fixation, 
sublaminar wiring at C1, facet screw 
fixation) (List separately in addition to 
code for primary procedure));

 • CPT code 22842 (Posterior segmental 
instrumentation (e.g., pedicle fixation, 
dual rods with multiple hooks and 
sublaminar wires); 3 to 6 vertebral 
segments (List separately in addition 
to code for primary procedure));

 • CPT code 22845 (Anterior instru-
mentation; 2 to 3 vertebral segments 
(List separately in addition to code for 
primary procedure));

 • CPT code 22858 (Total disc ar-
throplasty (artificial disc), anterior 
approach, including discectomy 
with end plate preparation (includes 
osteophytectomy for nerve root or 
spinal cord decompression and mi-
crodissection); second level, cervical 
(List separately in addition to code for 
primary procedure));

 • CPT code 31584 (Laryngoplasty; with 
open reduction of fracture); and

 • CPT code 31587 (Laryngoplasty, 
cricoid split).

X. PROPOSED NONRECURRING 
POLICY CHANGES

Implementation of Section 603 of 
the Bipartisan Budget Act of 2015 
Relating to Payment for Certain 
Items and Services Furnished by 
Certain Off-Campus Departments 
of a Provider

Section 1833(t)(21)(B)(ii) of the Act 
excepts from the definition of “off-
campus outpatient department (PBD) of 
a provider” an off-campus PBD that was 
billing under subsection (t) with respect 
to covered OPD services furnished prior 
to the date of enactment of paragraph (t)
(21), that is, November 2, 2015.

Broadly, CMS is proposing to do three 
things: (1) define applicable items and 
services for purposes of determining 
whether such items and services are cov-
ered OPD services or whether payment 
for such items and services shall instead 
be made under section 1833(t)(21)(C) of 
the Act; (2) define off-campus PBD; (3) 
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establish policies for payment for ap-
plicable items and services furnished by 
an off-campus PBD (non-excepted items 
and services) under section 1833(t)(21)
(C) of the Act.

 • CMS is proposing to define “ap-
plicable items and services” to which 
sections 1833(t)(1)(B)(v) and (t)(21)
(A) of the Act apply to include all 
items and services not furnished by 
a dedicated ED as described in the 
regulations at 42 CFR 489.24(b).

 • Therefore, when determining whether 
an off-campus PBD meets the excep-
tion set forth at section 1833(t)(21)(B)
(i)(II) of the Act, CMS is proposing 
that the off-campus PBD must be 
located at or within the distance of 
250 yards from a remote location of a 
hospital facility.

 • The term “off-campus outpatient 
department of a provider” shall not 
include a department of a provider 
(that is, an off-campus PBD) (as so 
defined) that was billing under this 
subsection, that is, the OPPS, with 
respect to covered OPD services 
furnished prior to November 2, 2015.

Applicability of Exception at Section 
1833(t)(21)(B)(ii) of the Act
1. Relocation of Off-Campus PBDs Excepted 
under Section 1833(t)(21)(B)(ii) of the Act
Once an excepted off-campus PBD has 
relocated, CMS is proposing that both 
the off-campus PBD itself and the items 
and services provided at that off-campus 
PBD would no longer be excepted, that 
is considered to be an excepted off-
campus PBD for which the items and 
services furnished are covered OPD 
services payable under the OPPS, and 
instead, would be subject to paragraphs 
(1)(B)(v) and (21) of section 1833(t) of 
the Act.

2. Expansion of Clinical Family of Services 
at an Off-Campus PBD Excepted Under 
Section 1833(t)(21)(B)(ii) of the Act
CMS is proposing that items and 
services that are not part of a clinical 
family of services furnished and billed 
by the excepted off-campus PBD prior to 
November 2, 2015 would be subject to 
paragraphs (1)(B)(v) and (21) of section 
1833(t) of the Act, that is, not payable 
under the OPPS.

CMS is proposing that service types be 
defined by the 19 clinical families of 
hospital outpatient service types de-
scribed in the rule’s Table 21.

Change of Ownership and Excepted 
Status
CMS is proposing that excepted status 
for the off-campus PBD would be 
transferred to new ownership only if 
ownership of the main provider is also 
transferred and the Medicare pro-
vider agreement is accepted by the new 
owner.

Payment for Services Furnished in 
Off-Campus PBDs to Which Sections
CMS is proposing that, for items and 
services for which payment can be made 
to a billing physician or practitioner 
under the MPFS, the physician or 
practitioner furnishing such services in 
the off-campus PBD would bill under 
the MPFS at the non-facility rate.

Changes for Payment for Film X-Ray
New section 1833(t)(16)(F)(i) of the Act 
provides that, effective for services fur-
nished during 2017 or any subsequent 
year, the payment under the OPPS for 
imaging services that are X-rays taken 
using film (including the X-ray compo-
nent of a packaged service) that would 
otherwise be made under the OPPS 
(without application of subparagraph (F)
(i) and before application of any other 
adjustment) shall be reduced by 20 
percent. 
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New section 1833(t)(16)(F)(ii) of the Act provides that payments for imaging services 
that are X-rays taken using computed radiography (including the X-ray component 
of a packaged service) furnished during CY 2018, 2019, 2020, 2021, or 2022, that 
would otherwise be made under the OPPS (without application of subparagraph (F)
(ii) and before application of any other adjustment), be reduced by 7 percent, and 
similarly, if such X-ray services are furnished during CY 2023 or a subsequent year, 
by 10 percent.

CMS is proposing to establish a new modifier to be used on claims, as allowed under 
the provisions of new section 1833(t)(16)(F)(iv) of the Act.

XI. CY 2016 OPPS PAYMENT STATUS AND COMMENT INDICATORS

The CY 2017 payment status indicator assignments for APCs and HCPCS codes 
are shown in Addendum A and Addendum B, respectively, at: http://www.cms.gov/
Medicare/Medicare-Fee-for-Service-Payment/HospitalOutpatientPPS/index.html.

XII. PROPOSED UPDATES OF THE REVISED AMBULATORY SURGICAL CENTER 
PAYMENT SYSTEM
CPT and Level II HCPCS codes are used to report procedures, services, items, and 
supplies under the ASC payment system. The tables that follow identify codes that 
CMS is addressing in this rule.

(1) Treatment of New and Revised Level II HCPCS Codes and Category III 
CPT Codes Implemented in April 2016 and July 2016 

New Level II HCPCS Codes for Covered Ancillary Services Implemented in 
April 2016

CY 2016 
HCPCS 
Code CY 2016 Long Descriptor

Proposed CY 
2017 Payment 

Indicator

C9137 Injection, Factor VIII (antihemophilic factor, recombinant) 
PEGylated, 1 I.U.

K2

C9138 Injection, Factor VIII (antihemophilic factor, recombinant) 
(Nuwiq), 1 I.U.

K2

C9461 Choline C 11, diagnostic, per study dose K2

C9470 Injection, aripiprazole lauroxil, 1 mg K2

C9471 Hyaluronan or derivative, Hymovis, for intra-articular 
injection, 1 mg

K2

C9472 Injection, talimogene laherparepvec, 1 million plaque forming 
units (PFU)

K2

C9473 Injection, mepolizumab, 1 mg K2

C9474 Injection, irinotecan liposome, 1 mg K2

C9475 Injection, necitumumab, 1 mg K2

J7503 Tacrolimus, extended release, (Envarsus XR), oral, 0.25 mg K2

continued

http://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/HospitalOutpatientPPS/index.html
http://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/HospitalOutpatientPPS/index.html


 ISSUE BRIEF | CMS Releases CY 2017 Hospital Outpatient PPS, ASC and Other Changes 

New Level II HCPCS Codes for Covered Ancillary Services Implemented in 
July 2016

CY 2016 
Code

CY 2016 Long Descriptor Proposed CY 
2017 Payment 
Indicator

C9476 Injection, daratumumab, 10 mg K2

C9477 Injection, elotuzumab, 1 mg K2

C9478 Injection, sebelipase alfa, 1 mg K2

C9479 Instillation, ciprofloxacin otic suspension, 6 mg K2

C9480 Injection, trabectedin, 0.1 mg K2

Q9981 Rolapitant, oral, 1 mg K2

Q5102 Injection, infliximab, biosimilar, 10 mg K2

Q9982* Flutemetamol F18, diagnostic, per study dose, up to 5 
millicuries

K2

Q9983** Florbetaben  f18, diagnostic, per study dose, up to 8.1 
millicuries

K2

*HCPCS code C9459 (Flutemetamol f18, diagnostic, per study dose, up to 5 millicuries) was deleted 
on June 30, 2016, and replaced with HCPCS code Q9982 effective July 1, 2016.
**HCPCS code C9458 (Florbetaben f18, diagnostic, per study dose, up to 8.1 millicuries) was 
deleted on June 30, 2016, and replaced with HCPCS code Q9983 effective July 1, 2016.

New Category III CPT Codes for Covered Surgical Procedures or Covered 
Ancillary Services Implemented in July 2016

CY 2016 
CPT 

Code CY 2016 Long Descriptor

Proposed CY 
2017 Payment 

Indicator

0437T Implantation of non-biologic or synthetic implant (eg, 
polypropylene) for fascial reinforcement of the abdominal wall 
(List separately in addition to primary procedure)

N1

0438T* Transperineal placement of biodegradable material, peri-
prostatic (via needle), single or multiple, includes image 
guidance

G2

0439T Myocardial contrast perfusion echocardiography; at rest or with 
stress, for assessment of myocardial ischemia or viability (List 
separately in addition to primary procedure)

N1

0440T Ablation, percutaneous, cryoablation, includes imaging 
guidance; upper extremity distal/peripheral nerve

G2

0441T Ablation, percutaneous, cryoablation, includes imaging 
guidance; lower extremity distal/peripheral nerve

G2

0442T Ablation, percutaneous, cryoablation, includes imaging 
guidance; nerve plexus or other truncal nerve (eg, brachial 
plexus, pudendal nerve)

G2

0443T Real time spectral analysis of prostate tissue by fluorescence 
spectroscopy

G2

0444T Initial placement of a drug-eluting ocular insert under one or 
more eyelids, including fitting, training, and insertion, unilateral 
or bilateral

N1

continued
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New Category III CPT Codes for Covered Surgical Procedures or Covered 
Ancillary Services Implemented in July 2016

CY 2016 
CPT 

Code CY 2016 Long Descriptor

Proposed CY 
2017 Payment 

Indicator

0445T Subsequent placement of a drug-eluting ocular insert under one 
or more eyelids, including re-training, and removal of existing 
insert, unilateral or bilateral

N1

*HCPCS code C9743 (Injection/implantation of bulking or spacer material (any type) with or 
without image guidance (not to be used if a more specific code applies) was deleted on June 30, 2016 
and replaced with CPT code 0438T effective July 1, 2016.

CMS is soliciting public comments on the proposed CY 2017 payment indicators 
for the new and revised Category I and III CPT codes that will be effective January 
1, 2017. The CPT codes are listed in Addendum AA and Addendum BB with short 
descriptors only. CMS lists them again in Addendum O with long descriptors.

(2) Proposed Update to the Lists of ASC Covered Surgical Procedures and 
Covered Ancillary Services

Proposed Changes for CY 2017 to Covered Surgical Procedures Designated as 
Office-Based
CMS has identified one covered surgical procedure, CPT code 0377T (Anoscopy with 
directed submucosal injection of bulking agent for fecal incontinence), that it believes 
meets the criteria for designation as office-based.

CMS is proposing to designate certain new CY 2017 codes for ASC covered surgical 
procedures as temporary office-based, and are displayed in the rule’s table 28.

Proposed ASC Device-Intensive Designation by HCPCS Code
CMS is proposing that a procedure with a HCPCS code-level device offset of greater 
than 40 percent of the APC costs when calculated according to the standard OPPS 
APC rate-setting methodology would be designated as ASC device-intensive and 
would be subject to all of the payment policies applicable to procedures designated 
as an ASC device-intensive procedure under its established methodology, including 
policies on device credits and discontinued procedures.

Proposed Changes to List of ASC Covered Surgical Procedures Designated as 
Device-Intensive for CY 2017
CMS is proposing to designate as device-intensive and would be subject to the 
device-intensive procedure payment methodology for CY 2017 in Addendum AA.

Proposed Adjustment to ASC Payments for No Cost/Full Credit and Partial 
Credit Devices
CMS is proposing to update the list of ASC covered device-intensive procedures, 
based on the proposed CY 2017 device-intensive definition, which would be subject 
to the no cost/full credit and partial credit device adjustment policy for CY 2017.

Proposed Additions to the List of ASC Covered Surgical Procedures
CMS is proposing to update the list of ASC covered surgical procedures by adding 
eight procedures to the list for CY 2017.
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Proposed Additions to the List of ASC Covered Surgical Procedures for  
CY 2017

CY 2017 
HCPCS Code CY 2017 Long Descriptor

Proposed CY 2017 
ASC Payment 

Indicator

20936 Autograft for spine surgery only (includes harvesting 
the graft); local (eg, ribs, spinous process, or laminar 
fragments) obtained from the same incision (List 
separately in addition to code for primary procedure)

N1

20937 Autograft for spine surgery only (includes harvesting 
the graft); morselized (through separate skin or fascial 
incision) (List separately in addition to code for primary 
procedure)

N1

20938 Autograft for spine surgery only (includes harvesting 
the graft); structural, biocortical or tricortical (through 
separate skin fascial incision)

N1

22552 Arthrodesis, anterior interbody, including disc space 
preparation, discectomy, osteophytectomy and 
decompression of spinal cord and/or nerve roots; 
cervical C2, each additional interspace (List separately 
in addition to code for separate procedure)

N1

22840 Posterior non-segmental instrumentation (eg, 
Harrington rod technique, pedicle fixation across 1 
interspace, atlantoaxial transarticular screw fixation, 
sublaminar wiring at C1, facet screw fixation)

N1

22842 Posterior non-segmental instrumentation (eg, 
Harrington rod technique, pedicle fixation across 1 
interspace, atlantoaxial transarticular screw fixation, 
sublaminar wiring at C1, facet screw fixation)

N1

22845 Anterior instrumentation; 2 to 3 vertebral segments N1

22851 Application of intervertebral biomechanical device(s) 
(eg, synthetic cage(s), methlmethacrylate) to vertebral 
defect or interspace (List separately in addition to code 
for primary procedure)

N1

Calculation of the ASC Conversion Factor and the ASC Payment Rates

The ASC inflation rate — the CPI-U update is projected to be 1.7 percent. The MFP 
is 0.5. This results in an update factor of 1.2 percent.

CMS is proposing to adjust the CY 2016 ASC conversion factor ($44.190) by a pro-
posed wage index budget neutrality factor of 0.9992 in addition to the MFP-adjusted 
CPI-U update factor of 1.2 percent, which results in a proposed CY 2017 ASC conver-
sion factor of $44.684 for ASCs meeting the quality reporting requirements. 

For ASCs not meeting the quality reporting requirements, CMS is proposing to adjust 
the CY 2016 ASC conversion factor ($44.190) by the proposed wage index budget 
neutrality factor of 0.9992 in addition to the quality reporting/MFP-adjusted CPI-U 
update factor of -0.8 percent which results in a proposed CY 2017 ASC conversion 
factor of $43.801.
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XIII. REQUIREMENTS FOR THE HOSPITAL OUTPATIENT QUALITY REPORTING 
PROGRAM 

(1) Proposed New Hospital OQR Program Quality Measures for the CY 
2020 Payment Determinations and Subsequent Years

For the CY 2020 payment determination and subsequent years, CMS is proposing 
a total of seven new measures--two of which are claims-based measures and five of 
which are Outpatient and Ambulatory Surgery Consumer Assessment of Healthcare 
Providers and Systems Survey-based measures. 

The claims-based measures are: (1) OP-35: Admissions and Emergency Department 
Visits for Patients Receiving Outpatient Chemotherapy; and (2) OP-36: Hospital Visits 
after Hospital Outpatient Surgery (NQF #2687). The OAS CAHPS Survey-based 
measures are: (1) OP-37a: OAS CAHPS – About Facilities and Staff; (2) OP-37b: OAS 
CAHPS – Communication About Procedure; (3) OP-37c: OAS CAHPS – Preparation 
for Discharge and Recovery; (4) OP-37d: OAS CAHPS – Overall Rating of Facility; 
and (5) OP-37e: OAS CAHPS – Recommendation of Facility. 

The table below outlines the proposed Hospital OQR Program measure set for the 
CY 2020 payment determination and subsequent years, and includes both previously 
adopted measures and measures newly proposed in this proposed rule. 

Proposed and Previously Finalized Hospital OQR Program Measure Set for 
the CY 2020 Payment Determination and Subsequent Years

NQF # Measure Name

0287 OP-1: Median Time to Fibrinolysis†

0288 OP-2: Fibrinolytic Therapy Received Within 30 Minutes of ED Arrival

0290 OP-3: Median Time to Transfer to Another Facility for Acute Coronary 
Intervention

0286 OP-4: Aspirin at Arrival†

0289 OP-5: Median Time to ECG†

0514 OP-8: MRI Lumbar Spine for Low Back Pain

N/A OP-9: Mammography Follow-up Rates

N/A OP-10: Abdomen CT – Use of Contrast Material

0513 OP-11: Thorax CT – Use of Contrast Material

N/A OP-12: The Ability for Providers with HIT to Receive Laboratory Data 
Electronically Directly into their ONC-Certified EHR System as Discrete 
Searchable Data

0669 OP-13: Cardiac Imaging for Preoperative Risk Assessment for Non-Cardiac, 
Low-Risk Surgery

N/A OP-14: Simultaneous Use of Brain Computed Tomography (CT) and Sinus 
Computed Tomography (CT)

0491 OP-17: Tracking Clinical Results between Visits†

0496 OP-18: Median Time from ED Arrival to ED Departure for Discharged ED Patients

N/A OP-20: Door to Diagnostic Evaluation by a Qualified Medical Professional

0662 OP-21: Median Time to Pain Management for Long Bone Fracture

0499 OP-22: ED- Left Without Being Seen†

0661 OP-23: Head CT or MRI Scan Results for Acute Ischemic Stroke or Hemorrhagic 
Stroke who Received Head CT or MRI Scan Interpretation Within 45 minutes of 
ED Arrival
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Proposed and Previously Finalized Hospital OQR Program Measure Set for 
the CY 2020 Payment Determination and Subsequent Years

NQF # Measure Name

N/A OP-25: Safe Surgery Checklist Use

N/A OP-26: Hospital Outpatient Volume on Selected Outpatient Surgical Procedures*

0431 OP-27: Influenza Vaccination Coverage among Healthcare Personnel

0658 OP-29: Appropriate Follow-Up Interval for Normal Colonoscopy in Average Risk 
Patients**

0659 OP-30: Colonoscopy Interval for Patients with a History of Adenomatous Polyps 
– Avoidance of Inappropriate Use***

1536 OP-31: Cataracts – Improvement in Patient’s Visual Function within 90 Days 
Following Cataract Surgery***

2539 OP-32: Facility 7-Day Risk-Standardized Hospital Visit Rate after Outpatient 
Colonoscopy

1822 OP-33: External Beam Radiotherapy for Bone Metastases

N/A OP-35: OP-35: Admissions and Emergency Department (ED) Visits for Patients 
Receiving Outpatient Chemotherapy****

2687 OP-36: Hospital Visits after Hospital Outpatient Surgery****

N/A OP-37a: OAS CAHPS – About Facilities and Staff****

N/A OP-37b: OAS CAHPS – Communication About Procedure****

N/A OP-37c: OAS CAHPS – Preparation for Discharge and Recovery****

N/A OP-37d: OAS CAHPS – Overall Rating of Facility****

N/A OP-37e: OAS CAHPS – Recommendation of Facility****
† Note that NQF endorsement for this measure was removed.
* OP-26: Procedure categories and corresponding HCPCS codes are located at: https://www.
qualitynet.org/dcs/ContentServer?c=Page&pagename=QnetPublic%2FPage%2FQnetTier3&c
id=1196289981244.
** Note that measure name was revised to reflect NQF title.
***Measure voluntarily collected as set forth in section XIII.D.3.b. of the CY 2015 OPPS/ASC final 
rule with comment period (79 FR 66946 through 66947).
****New measure proposed for the CY 2020 payment determination and subsequent years.

(2) Hospital OQR Program Quality Measure for Removal for CY 2017 
Payment Determination and Subsequent Years

CMS will remove one measure for the CY 2017 payment determination and sub-
sequent years — OP-15: Use of Brain Computed Tomography in the Emergency 
Department for Atraumatic Headache.

(3) New Hospital OQR Program Quality Measures for the CY 2018 and 
CY 2019 Payment Determinations and Subsequent Years

CMS will adopt a new quality measure for the CY 2018 Payment Determination 
and Subsequent Years: OP-33: External Beam Radiotherapy for Bone Metastases 
(NQF #1822)

CMS will adopt a new Hospital OQR Program Quality Measure for the CY 2019 
Payment Determination and Subsequent Years: OP-34: Emergency Department 
Transfer Communication (NQF #0291)
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(4) CY 2016 Item

In the CY 2016 OPPS/ASC proposed rule, OP-4: Aspirin at Arrival (NQF #0286) 
was inadvertently omitted from tables for the CY 2018 and CY 2019 Payment 
Determination and Subsequent Years (80 FR 39329 and 80 FR 39334). CMS says 
it would “like to clarify that OP-4 has not been removed from the Hospital OQR 
Program measure set and data for OP-4 should be submitted for the CY 2018 pay-
ment determination and subsequent years as previously finalized.”

The proposed and previously finalized measures for the CY 2019 payment determi-
nation and subsequent years are listed below.

Hospital OQR Program Measure Set for the CY 2019 Payment 
Determination and Subsequent Years

NQF # Measure Name

N/A OP-1: Median Time to Fibrinolysis

0288 OP-2: Fibrinolytic Therapy Received Within 30 Minutes of ED Arrival

0290 OP-3: Median Time to Transfer to Another Facility for Acute Coronary Intervention

0286 OP-4: Aspirin at Arrival

0289 OP-5: Median Time to ECG

0514 OP-8: MRI Lumbar Spine for Low Back Pain

N/A OP-9: Mammography Follow-up Rates

N/A OP-10: Abdomen CT – Use of Contrast Material

0513 OP-11: Thorax CT – Use of Contrast Material

N/A OP-12: The Ability for Providers with HIT to Receive Laboratory Data Electronically 
Directly into their ONC-Certified EHR System as Discrete Searchable Data

0669 OP-13: Cardiac Imaging for Preoperative Risk Assessment for Non- Cardiac Low-
Risk Surgery

N/A OP-14: Simultaneous Use of Brain Computed Tomography (CT) and Sinus 
Computed Tomography (CT)

N/A OP-17: Tracking Clinical Results between Visits

0496 OP-18: Median Time from ED Arrival to ED Departure for Discharged ED Patients

N/A OP-20: Door to Diagnostic Evaluation by a Qualified Medical Professional

0662 OP-21: Median Time to Pain Management for Long Bone Fracture

N/A OP-22: ED- Left Without Being Seen

0661 OP-23: ED- Head CT or MRI Scan Results for Acute Ischemic Stroke or 
Hemorrhagic Stroke who Received Head CT or MRI Scan Interpretation Within 45 
minutes of Arrival

N/A OP-25: Safe Surgery Checklist Use

N/A OP-26: Hospital Outpatient Volume on Selected Outpatient Surgical Procedures*

0431 OP-27: Influenza Vaccination Coverage among Healthcare Personnel

0658 OP-29: Endoscopy/Polyp Surveillance: Appropriate Follow-up Interval for Normal 
Colonoscopy in Average Risk Patients

0659 OP-30: Endoscopy/Polyp Surveillance: Colonoscopy Interval for Patients with a 
History of Adenomatous Polyps – Avoidance of Inappropriate Use

1536 OP-31: Cataracts – Improvement in Patient’s Visual Function within 90 Days 
Following Cataract Surgery**

2539 OP-32: Facility 7-Day Risk-Standardized Hospital Visit Rate after Outpatient 
Colonoscopy

1822 OP-33: External Beam Radiotherapy for Bone Metastases****
* OP-26: Procedure categories and corresponding HCPCS codes are located at: https://www.
qualitynet.org/dcs/ContentServer?c=Page&pagename=QnetPublic%2FPage%2FQnetTier3&c
id=1196289981244 .
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** Measure voluntarily collected as set forth in section XIII.D.3.b. of the CY 2015 OPPS/ASC final 
rule with comment period (79 FR 66946 through 66947).
*** New measure for the CY 2018 payment determination and subsequent years.

COMMENT
There is much more to the issue and subject to quality than the above lists. CMS has devoted 
some 70 pages to the OQR system.

XIV. REQUIREMENTS FOR THE AMBULATORY SURGICAL CENTER QUALITY-
REPORTING PROGRAM

Proposed ASCQR Program Quality Measures for the CY 2020 Payment 
Determination and Subsequent Years

CMS is proposing to adopt a total of seven measures for the CY 2020 payment deter-
mination and subsequent years: two measures collected via a CMS Web-based tool 
and five Outpatient and Ambulatory Surgery Consumer Assessment of Healthcare 
Providers and Systems Survey-based measures.

The measures are: (1) ASC-13: Normothermia Outcome; and (2) ASC-14: Unplanned 
Anterior Vitrectomy. The five proposed survey-based measures (ASC-15a-e) are col-
lected via the OAS CAHPS Survey.

The measure set for the ASCQR Program CY 2020 payment determination and 
subsequent years would be as listed below.

ASCQR Program Measure Set Previously Finalized and Proposed for the  
CY 2020 Payment Determination and Subsequent Years

ASC # NQF # Measure Name

ASC-1 0263 Patient Burn

ASC-2 0266 Patient Fall

ASC-3 0267 Wrong Site, Wrong Side, Wrong Patient, Wrong Procedure, Wrong 
Implant

ASC-4 0265† All-Cause Hospital Transfer/Admission

ASC-5 0264† Prophylactic Intravenous (IV) Antibiotic Timing

ASC-6 N/A Safe Surgery Checklist Use

ASC-7 N/A ASC Facility Volume Data on Selected ASC Surgical Procedures*

ASC-8 0431 Influenza Vaccination Coverage among Healthcare Personnel

ASC-9 0658 Endoscopy/Polyp Surveillance: Appropriate Follow-Up Interval for 
Normal Colonoscopy in Average Risk Patients

ASC-10 0659 Endoscopy/Polyp Surveillance: Colonoscopy Interval for Patients with a 
History of Adenomatous Polyps-Avoidance of Inappropriate Use

ASC-11 1536 Cataracts:  Improvement in Patient’s Visual Function within 90 Days 
Following Cataract Surgery**

ASC-12 2539 Facility 7-Day Risk-Standardized Hospital Visit Rate after Outpatient 
Colonoscopy

ASC-13 N/A Normothermia Outcome***

ASC-14 N/A Unplanned Anterior Vitrectomy***

ASC-15a N/A OAS CAHPS – About Facilities and Staff***

ASC-15b N/A OAS CAHPS – Communication About Procedure***
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ASCQR Program Measure Set Previously Finalized and Proposed for the  
CY 2020 Payment Determination and Subsequent Years

ASC # NQF # Measure Name

ASC-15c N/A OAS CAHPS – Preparation for Discharge and Recovery***

ASC-15d N/A OAS CAHPS – Overall Rating of Facility***

ASC-15e N/A OAS CAHPS – Recommendation of Facility***
† CMS notes that NQF endorsement for this measure was removed.
* Procedure categories and corresponding HCPCS codes are located at: http://qualitynet.org/docs/Co
ntentServer?c=Page&pagename=QnetPublic%2FPage%2QnetTier2&cid=1228772475754.

COMMENT
Like the OPPS quality requirements, the ASCQR is long and detailed some 54 pages.

XV. TRANSPLANT OUTCOMES: RESTORING THE TOLERANCE RANGE FOR 
PATIENT AND GRAFT SURVIVAL
CMS is proposing to change the performance threshold at §§ 482.80(c)(2)(ii)(C) and 
482.82(c)(2(ii)(C) from 1.5 to 1.85.

[Refer to the material in the Summary section at the beginning of this analysis.]

XVI. ORGAN PROCUREMENT ORGANIZATIONS: CHANGES TO 
DEFINITIONS; OUTCOME MEASURES; AND DOCUMENTATION 
REQUIREMENTS
CMS is proposing to replace the current definition for “eligible death” at § 486.302 
with the upcoming revised organ procurement and transplantation network defini-
tion of “eligible death.”

CMS is proposing to revise its regulations at § 486.318(a)(3) and § 486.318(b)(3) to 
be consistent with the current OPTN/Scientific Registry of Transplant Recipients 
aggregate donor yield metric. 

CMS is proposing to revise § 486.346(b), which currently requires that an organ 
procurement organization send complete documentation of donor information to the 
transplant center along with the organ.

CMS is proposing to revise § 486.346(b) to no longer require that paper documenta-
tion, with the exception of blood typing and infectious disease information, be sent 
with the organ to the receiving transplant center. CMS is also proposing a revision 
to § 486.346(b) to make it consistent with current OPTN policy at 16.5.A which 
requires that blood type source documentation and infectious disease testing results 
be physically sent in hard copy with the organ.

XVII. TRANSPLANT ENFORCEMENT TECHNICAL CORRECTIONS AND 
PROPOSALS
[Refer material in the Summary section at the beginning of this analysis.]
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XVIII. PROPOSED CHANGES TO THE MEDICARE AND MEDICAID 
ELECTRONIC HEALTH RECORD INCENTIVE PROGRAMS
CMS is proposing to eliminate the Clinical Decision Support and Computerized 
Provider Order Entry objectives and measures for eligible hospitals and CAHs attest-
ing under the Medicare EHR Incentive Program for Modified Stage 2 and Stage 3 for 
2017 and subsequent years. 

CMS is also proposing to reduce the thresholds of a subset of the remaining objec-
tives and measures in Modified Stage 2 for 2017 and in Stage 3 for 2017 and 2018 for 
eligible hospitals and CAHs attesting under the Medicare EHR Incentive Program. 
These proposed changes would not apply to eligible hospitals and CAHs that attest to 
meaningful use under their State’s Medicaid EHR Incentive Program.

Proposed Modified Stage 2 Objectives and Measures in 2017 for Eligible 
Hospitals and CAHs Attesting Under the Medicare EHR Incentive Program

Objective
Previous Measure 
Name/Reference Measure Name Threshold Requirement

Protect Patient 
Health Information

Measure Security Risk 
Analysis Measure

Yes/No attestation

*CDC (Clinical 
Decision Support)

Measure 1 Clinical Decision 
Support 
Interventions 
Measure

Five CDS

Measure 2 Drug Interaction and 
Drug-Allergy Checks 
Measure

Yes/No

*CPOE 
(Computerized 
Provider Order 
Entry)

Measure 1 Medication Orders 
Measure

> 60%

Measure 2 Laboratory Orders 
Measure

> 30%

Measure 3 Radiology Orders 
Measure

> 30%

eRx (electronic 
prescribing)

Measure e-Prescribing > 10%

Health Information 
Exchange

Measure Health Information 
Exchange Measure

> 10%

Patient Specific 
Education

Eligible Hospital/ 
CAH Measure

Patient Specific 
Education Measure

> 10%

Medication 
Reconciliation

Measure Medication 
Reconciliation 
Measure

> 50%

Patient Electronic 
Access

Eligible Hospital/ 
CAH Measure 1

Patient Access 
Measure

> 50%

Eligible Hospital/ 
CAH Measure 2

** view Download 
Transmit (VDT) 
Measure

At least 1 patient
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Proposed Modified Stage 2 Objectives and Measures in 2017 for Eligible 
Hospitals and CAHs Attesting Under the Medicare EHR Incentive Program

Objective
Previous Measure 
Name/Reference Measure Name Threshold Requirement

Public Health 
Reporting

Immunization 
Reporting
Syndromic 
Surveillance 
Reporting
Specialized Registry 
Reporting
Electronic Reportable 
Laboratory Result
Reporting 

Immunization 
Measure Syndromic 
Surveillance 
Measure
Specialized Registry 
Measure
Electronic 
Reportable 
Laboratory Result
 Reporting Measure

Public Health Reporting 
3 Registries

* CMS notes that it is proposing to remove CDS and CPOE for eligible hospitals and CAHs attesting 
under the Medicare EHR Incentive Program. 
** CMS notes that it is proposing to reduce the threshold for the VDT measure.

Proposed Stage 3 Objectives and Measures for 2017 and 2018 for Eligible 
Hospitals and CAHs Attesting Under the Medicare EHR Incentive Program

Objective
Previous Measure 
Name/Reference Measure Name Threshold Requirement

Protect Patient 
Health Information

Measure Security Risk 
Analysis Measure

Yes/No attestation

eRx (electronic 
prescribing)

Eligible hospital/CAH 
Measure

e-Prescribing >25%

*CDS
(Clinical Decision 
Support)

Measure 1 Clinical Decision 
Support 
Interventions 
Measure

Five CDS

Measure 2 Drug Interaction 
and Drug- Allergy 
Checks Measure

Yes/No

*CPOE
(Computerized 
Provider Order 
Entry

Measure 1 Medication Orders 
Measure

>60%

Measure 2 Laboratory Orders 
Measure

>60%

Measure 3 Diagnostic Imaging 
Orders Measure

>60%

Patient Electronic 
Access to Health 
Information

Measure 1 **Patient Access 
Measure

>50%

Measure 2 **Patient- Specific 
Education Measure

>10%

Coordination 
of Care 
through Patient 
Engagement

Measure 1 **View, Download 
Transmit Measure

>At least 1 patient

Measure 2 **Secure Messaging >5%

Measure 3 Patient Generated 
Health Data 
Measure

>5%
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Proposed Stage 3 Objectives and Measures for 2017 and 2018 for Eligible 
Hospitals and CAHs Attesting Under the Medicare EHR Incentive Program

Objective
Previous Measure 
Name/Reference Measure Name Threshold Requirement

Health Information 
Exchange

Measure 1 **Patient Care 
Record Exchange 
Measure

>10%

Measure 2 **Request/Accept 
Patient Care Record 
Measure

>10%

Measure 3 **Clinical 
Information 
Reconciliation 
Measure

>50%

Public Health
and Clinical
Data Registry
Reporting

Immunization
Registry Reporting
Syndromic 
Surveillance
Reporting
Case Reporting 
Public Health
Registry Reporting
Clinical Data
Registry Reporting
Electronic Reportable
Laboratory Result
Reporting

Immunization 
Registry
Reporting Measure
Syndromic 
Surveillance
Reporting Measure
Case Reporting 
Measure
Public Health 
Registry
Reporting Measure
Clinical Data 
Registry
Reporting Measure
Electronic 
Reportable
Laboratory Result 
Reporting
Measure

Report to
3 Registries or
claim
exclusions

COMMENT
This is another long, detailed exhaustive and complex topic. The material extends some 41 
pages.

XIX. PROPOSED ADDITIONAL HOSPITAL VALUE-BASED PURCHASING 
PROGRAM POLICIES
CMS is proposing to remove the Pain Management dimension of the HCAHPS 
Survey in the Patient- and Caregiver-Centered Experience of Care/Care Coordination 
domain beginning with the FY 2018 program year. The FY 2018 program year uses 
HCAHPS performance period data from January 1, 2016, to December 31, 2016 to 
calculate each hospital’s TPS, which affects FY 2018 payments.

The performance standards for the other eight dimensions would remain unchanged, 
as the table below illustrates.
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Proposed Performance Standards for the FY 2018 Program Year

HCAHPS Survey Dimension
Floor* 

(percent)

Achievement 
Threshold** 

(percent)
Benchmark*** 

(percent)

Communication with Nurses 55.27 78.52 86.68

Communication with Doctors 57.39 80.44 88.51

Responsiveness of Hospital Staff 38.40 65.08 80.35

Pain Management N/A N/A N/A

Communication about Medicines 43.43 63.37 73.66

Hospital Cleanliness & Quietness 40.05 65.60 79.00

Discharge Information 62.25 86.60 91.63

3-Item Care Transition 25.21 51.45 62.44

Overall Rating of Hospital 37.67 70.23 84.58

* Floor is defined as the 0th percentile of the baseline (76 FR 26519).
** Achievement threshold is defined as the 50th percentile of hospital performance in the baseline 
period
*** Benchmark is defined as the mean of the top decile of hospital performance on each dimension

Analysis provided for MHA 
by Larry Goldberg,

Goldberg Consulting


