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• The focus of this presentation is the Final Rule for 2018, as
published in the November13, 2017 Federal Register.
• These reimbursement rules will go into effect January 1, 2018.
• Some of the issues raised in the Proposed Rule will be
implemented as originally presented, while others have been
accepted with modifications, or will not be implemented at
all.
• New CPT and HCPCS codes for 2018 will be discussed, along
with APC assignments and comprehensive (C-APC) changes.
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• This workshop will present the issues in the same general
sequence as they are presented by CMS in the Final Rule for
2018.
• All numbered tables were taken from the Final Rule
• Although the OPPS Final Rule also includes the ASC payment
finalizations, it is outside of the scope of this presentation.
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Summary of Major Provisions
•OPPS payment rate increase factor of 1.35% (down from 1.75%
in PR)
•Continuation of 2% payment reduction for hospitals failing
outpatient quality reporting requirements
•Continuation of High Cost/Low Cost Threshold for Packaged
Skin Substitutes and keeping 2017 high cost skin substitutes in
the high cost group for 2018.
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Summary of Major Provisions
•Reinstatement of direct supervision enforcement instruction
for outpatient therapeutic services for CAHs and small rural
hospitals w/ < 100 beds for CY 2018 & CY 2019
•340B Drug Pricing: Hospitals in this program will see changes in
payment for drugs from ASP +6 % to ASP - 22.5%, including use
of new modifiers
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Summary of Major Provisions
•Evaluation of five Device Pass-Through Applications, none of
which were approved
•Continuation of Rural Adjustment of 7.1%
•Continuation of Cancer Hospital Payment Adjustment, reduced
by 1% to equal a PCR of 0.88
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Summary of Major Provisions
•Changes to the Inpatient Only List- Total Knee Arthroplasty
along with five other codes will be removed and one procedure
will be added to the list
•No additional Comprehensive APCs
•Packaging Policy to include low cost drug administration
services
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Summary of Major Provisions
•Payment changes for X-rays using Computed Radiography
Technology- including a new modifier
•Revisions to the Laboratory Date of Service Policy for ADLTs
and molecular pathology tests
•Updates to the Hospital Outpatient Quality Reporting (OQR)
program
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Summary of Costs and Benefits
•Estimated 1.4% overall increase in OPPS payments to providers
(increase of approximately $690 million compared to CY 2017
payments)
•Update of wage indexes based on IPPS Final rule results in no
change for urban and rural hospitals under the OPPS
•Final OPD fee schedule increase factor of 1.35% would mitigate
impacts of budget neutrality adjustments and will result in
positive adjustments to urban and rural hospitals by
approximately 1.3 % and 2.7% respectively
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Legislative and Regulatory Authority
for the Hospital OPPS
The Balanced Budget Act of 1997 authorized implementation of
a prospective payment system for hospital outpatient services,
to replace a reasonable cost-based payment methodology.
•The OPPS was implemented August 1, 2000
• Includes most hospital outpatient services
• Paid on an APC group via unadjusted national payment rates
• APC groups are comprised of services that are comparable
clinically and in terms of resource use
• Must pass “2 times rule”
• New technology items/services paid as pass-through or new
technology APCs
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Items which are not included under the OPPS include:
•Ambulance services
•Physical and occupational therapy and speech language
pathology
•Mammography
•Annual wellness visits
•Services paid under other fee schedules or payment systems
• MPFS
• CLFS
• ESRD
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Provider types which are excluded from payment under the
OPPS include:
•Critical Access Hospitals (CAHs)
•Maryland hospitals paid under the Maryland All-Payer Model
•Hospitals outside of the 50 states, DC and Puerto Rico
•Indian Health Service (IHS) hospitals
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CMS makes many references to prior year’s final rules
throughout the 2018 OPPS Final Rule.
Every final rule published since the inception of the OPPS can be
viewed on the CMS website at:
https://www.cms.gov/Medicare/Medicare-Fee-forServicePayment/HospitalOutpatientPPS/Hospital-OutpatientRegulations-and-Notices.html
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Advisory Panel on Hospital
Outpatient Payment (HOP Panel or
the Panel)

• CMS is required by law to consult with an external advisory
panel of experts annually to review the clinical integrity of
payment groups and their weights under the OPPS
• In 2011 the panel’s scope was expanded to include the
supervision of hospital outpatient therapeutic services and
the name was changed to the Advisory Panel on Hospital
Outpatient Payment (HOP Panel).

• The panel is composed of up to 15 providers (full time, not
consultants, now including CAH representatives).
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Public Comments Received on the CY
2017 OPPS/ASC Final Rule with
Comment Period
• CMS received 39 timely pieces of correspondence on the CY
2017 Final Rule.
• Summaries of these comments will be included in the CY 2018
Final Rule.
• Comments related to the MPFS payment rates for
nonexcepted items and services will be included in the 2018
MPFS final rule.
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• CMS is required by law to review and revise the relative payment
weights for APCs at least annually.
• CMS uses claims data combined with cost report data to determine
payment weights.
• For 2018, payment rates are recalibrated using the most recent full
calendar year of claims data (1/1/16 through 12/31/16) and the most
recently available cost report data (mostly from 2015).
• The charges reported on these claims are converted to estimated
costs by utilizing hospital specific cost-to-charge ratios (CCRs) at the
most detailed level possible (e.g., department-specific CCRs).
• Payment rates are calculated using the geometric mean cost across
all facilities.
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Extension of Transition Period for CT and MRI Cost Centers
•In 2014, CMS finalized the creation of new cost centers and
distinct CCRs for implantable devices, MRIs, CT scans, and
cardiac catheterization.
•At the time, commenters expressed concern that many
providers were using an imprecise “square feet” allocation
methodology for the costs of large moveable equipment such as
CT scan and MRI machines.
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Extension of Transition Period for CT and MRI Cost Centers
•CMS recommends two alternative methods, “direct
assignment” or “dollar value” as more accurate for directly
assigning equipment costs, but only approximately half of
providers were using those methodologies at the time.
•CMS decided to exclude claims from providers using a square
feet cost allocation for CT and MRI cost centers. This would be
transitioned out after four years, allowing a sufficient time for
providers to transition to a more accurate cost allocation
method.
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Extension of Transition Period for CT and MRI Cost Centers
•For CY 2018, CMS was supposed to begin using claims from all
CT and MRI cost centers, across all providers.
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Extension of Transition Period for CT and MRI Cost Centers
•Table 3 shows statistical values based on CT and MRI cost
center CCRs using the different allocation methods.
TABLE 3.—CCR STATISTICAL VALUES BASED ON USE OF DIFFERENT COST
ALLOCATION METHODS
CT

MRI
Median
Mean
CCR
CCR
0.0795
0.1059

Median
CCR
0.0387

Mean
CCR
0.0538

Square Feet Only
Direct Assign
Dollar Value

0.0317
0.0557
0.0457

0.0488
0.0650
0.0603

0.0717
0.1032
0.0890

0.0968
0.1222
0.1178

Direct Assign and Dollar
Value

0.0457

0.0603

0.0893

0.1175

Cost Allocation Method
All Providers
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Extension of Transition Period for CT and MRI Cost Centers
•Nearly every imaging APC sees significant payment increases
when “square feet” cost allocation providers are removed.
•CMS will extend the transition period for one additional year to
provide added flexibility for hospitals to improve their cost
allocation methods.
•Beginning in CY 2019, CMS will calculate imaging payment rates
using cost data from all providers, regardless of cost allocation
methods employed.
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Certain claims are excluded from OPPS calculations:
•Claims with zero costs (including claims with condition codes
04, 20, 21, and 77)
•Claims with a token charge (less than $1.01) for a major
procedure (status indicator “S” or “T”)
•Claims for which charges equaled the Medicare payment
•Line item exclusions including NCCI edit denials and Medical
Necessity denials
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Certain HCPCS codes for procedures which do not have
significant packaged costs (e.g., CPT 71010 chest x-ray) are
excluded from cost calculations in order to allow CMS to create
“pseudo” single procedure claims for rate setting purposes
•See Addendum N of the Final rule for the list of 167 Final codes
on the bypass list
The final process resulted in 86 million claims for 2016 which
were used for CY 2018 rate setting.
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• CMS will continue to establish payment rates for blood and
blood products using blood-specific cost-to-charge ratios
(CCRs), as has been done since 2005.
• There is a significant difference in CCRs for those hospitals
that report blood-specific cost center versus those that do
not, and defaulting to the overall hospital CCR for hospitals
without blood-specific cost centers results in an
underestimation of true hospital costs for blood and blood
products
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CMS will continue to simulate blood CCRs for hospitals that do
not report blood-specific cost centers.
• CMS calculates the ratio of blood-specific CCRs to hospitals’
overall CCRs for those hospitals that do report costs and charges
for blood cost centers.
• This mean ratio is then used for hospitals which do not have
blood-specific cost centers.

Simulating a blood-specific CCR more accurately captures the
true costs of blood and blood products.
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Pathogen-Reduced Platelets and Rapid Bacterial Testing
•HCPCS code P9072 for pathogen reduced platelets was
introduced effective January 1, 2016.
•The initial payment rate for this code was based on a crosswalk
to HCPCS code P9037 “Platelets, pheresis, leukocyte reduced,
irradiated, each unit.”

Manual Page # 19

Pathogen-Reduced Platelets and Rapid Bacterial Testing
•Effective 1/1/17, the description was revised to also include
rapid bacterial testing:
•P9072 - “Platelets, pheresis, pathogen reduced or rapid
bacterial tested, each unit”
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Pathogen-Reduced Platelets and Rapid Bacterial Testing
•Commenters on the 2017 OPPS Final Rule expressed concern
that the new description includes both pathogen reduction and
rapid bacterial testing.
•They stated that separate coding is needed to describe each
service, as each service is separate and distinct.
•The current coding results in hospitals receiving the same
payment rate for platelets undergoing rapid bacterial testing as
they do for platelets treated with pathogen reduction
technology, which is significantly more expensive.
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Pathogen-Reduced Platelets and Rapid Bacterial Testing
•As a result of these concerns, CMS excluded HCPCS P9072 for
Medicare reporting and replaced it with two new codes
effective July 1, 2017.
•Q9988 - “Platelets, pheresis, pathogen reduced, each unit”
•Q9987 - “Pathogen(s) test for platelets”
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Pathogen-Reduced Platelets and Rapid Bacterial Testing
•New code Q9988 is used to report the use of pathogen
reduction technology and Q9987 is used to report rapid
bacterial testing or any other test that may be used to detect
pathogen contamination of platelets.
•Because 2016 claims data is now available, pathogen reduced
platelets were scheduled to be priced based upon claims and
cost reporting data effective 1/1/2018.
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Pathogen-Reduced Platelets and Rapid Bacterial Testing
•However, because claims for HCPCS P9072 also included rapid
bacterial testing, CMS does not feel that the cost data is
accurate for pathogen reduction technology.
•Based on 2016 claims data, the cost shown for HCPCS P9072 is
$491.53, which is a 24 percent reduction from the CY 2017
payment rate of $647.12.
•CMS will extend the interim payment rate crosswalk to HCPCS
code P9037 for at least one additional year.
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Pathogen-Reduced Platelets and Rapid Bacterial Testing
Final for 2018
•HCPCs code Q9987 and Q9988 will be replaced with P9100 and
P9073.
TABLE 4.—REPLACEMENT CODES FOR HCPCS CODES Q9987 AND
Q9988 AS OF JANUARY 1, 2018
CY 2017
HCPCS Code

CY 2018
HCPCS Code

Q9987
Q9988

P9100
P9073

CY 2018 Long Descriptor
Pathogen(s) test for platelets
Platelets, pheresis, pathogenreduced, each unit

Final CY
2018 SI
S
R

Final CY 2018
APC
1493
9536

CY
2018
Payment
Rate
$25.50
$624.61

[Shaded column added by BHS]
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CMS will continue the following current payment policies for
brachytherapy sources
•Both stranded and nonstranded “not otherwise specified”
(NOS) codes, C2698 and C2699, will be paid at the lowest
stranded or nonstranded payment rate.
•Payment for new brachytherapy sources for which there is no
claims data will continue to be based on external data and other
relevant information regarding the expected costs of the
sources to hospitals.
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• HCPCS C2644 had a single claim in CY 2016 claims, so the SI
will be changed from “E2” to “U” for CY 2018
• HCPCS C2645 was not reported on any CY 2016 claims, so the
SI was proposed to be changed to “E2” for CY 2018. Based on
commenters feedback, the SI will be “U” and pricing will be
based on external data
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HCPCS

2017/2018 HCPCS Code Description

2017
Payment
Rate

2018
Payment
Rate

% Diff

A9527

Iodine i-125 sodium iodide

$29.93

$26.65

-11%

C1716

Brachytx, non-str, gold-198

$135.30

$122.59

-9%

C1717

Brachytx, non-str,hdr ir-192

$281.58

$294.57

5%

C1719

Brachytx, ns, non-hdrir-192

$33.83

$19.16

-43%

C2616

Brachytx, non-str,yttrium-90

$16,507.73

$16,716.43

1%

C2634

Brachytx, non-str, ha, i-125

$120.52

$117.66

-2%

C2635

Brachytx, non-str, ha, p-103

$25.70

$25.94

1%

C2636

Brachy linear, non-str,p-103

$18.65

$27.08

45%

C2638

Brachytx, stranded, i-125

$37.97

$34.73

-9%

C2639

Brachytx, non-stranded,i-125

$35.70

$34.66

-3%

C2640

Brachytx, stranded, p-103

$73.22

$78.71

7%

C2641

Brachytx, non-stranded,p-103

$65.45

$64.27

-2%

C2642

Brachytx, stranded, c-131

$87.61

$87.89

0%

C2643

Brachytx, non-stranded,c-131

$59.19

$87.40

48%

C2644

Brachytx cesium-131 chloride

$105.08

100%

C2645

Brachytx planar, p-103

$4.69

$4.69

0%

C2698

Brachytx, stranded, nos

$37.97

$34.73

-9%

C2699

Brachytx, non-stranded, nos

$18.65

$19.16

3%
[BHS Table]
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• Comprehensive APC: provision of a primary service and all
adjunctive services provided to support delivery of the
primary service
• Adjunctive Services: all other items and services reported on
the hospital outpatient claim which are integral, ancillary,
supportive, dependent and adjunctive to the primary service
and representing components of a complete comprehensive
service.
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• Comprehensive APCs (C-APCs) were established as part of the
2014 OPPS Final Rule, with implementation delayed until
January 1, 2015.
• A total of 25 C-APCs were implemented with modifications and
clarifications to the policy in 2015.
• An additional 10 C-APCs were established for CY 2016, including
the new Comprehensive Observation APC, assigned status
indicator J2.
• 25 additional C-APCs were established for CY 2017, dramatically
increasing the number of HCPCS codes classified as
comprehensive services to over 2,700 codes.
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Payment for most adjunctive services is packaged into the
payment for procedures which are classified as comprehensive.
•Excluded from packaging are services that:
• Are not covered services
• Cannot be paid under the OPPS by statute
• Are required to be separately paid by statute
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If multiple procedures assigned to status indicator J1 are
reported on the same claim, the highest ranked APC is paid and
the other procedure is packaged, unless it results in a
complexity adjustment.
•Complexity adjustments apply when:
• There is a minimum of 25 claims submitted with the same code
pair combination (frequency threshold)
• There is a violation of the 2 times rule in the originating C-APC
(cost threshold)
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• Complexity adjustment promotes the comprehensive service
to the next higher APC within the same clinical family, unless
it is already assigned to the highest ranked APC. If so, no
adjustment will be made.
• Commenters had requested changes to a few C-APCs,
including paying for high cost drugs, changing frequency and
cost thresholds, and review of critical care.
• CMS reviewed all requests; however no changes to any of
these items will be made.
Addendum J contains all code combinations
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Final C-APCs for CY 2018
•CMS will continue to apply the current C-APC payment policy
for CY 2018 and subsequent years.
•CMS is not proposing to create any new C-APCs for CY 2018.
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Brachytherapy Insertion Procedures
•In the CY 2017 OPPS Final Rule, a number of surgical
procedures describing brachytherapy procedures were assigned
to C-APCs (e.g., insertion of tandem and/or ovoids, CPT 57155).
•Comments received included
• Claims were missing devices
• Under reporting of charges/costs
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Brachytherapy Insertion Procedures
•CMS will not exclude claims due to hospital billing errors
•However, after analyzing claims involving brachytherapy
insertion codes assigned to C-APCs, CMS has determined that
several of these codes are frequently billed without an
associated brachytherapy treatment code.
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Brachytherapy Insertion Procedures
Proposed Rule
•CMS proposed to implement a code edit beginning in 2018
which will require a brachytherapy treatment code when a
brachytherapy insertion code is billed
•Eleven CPT codes for brachytherapy services were identified
for the edit

Manual Page # 30

Brachytherapy Insertion Procedures
•Commenters indicated there are many instances when the
code pairs would not be on the same claim
• services may be provided by two different providers
• services may be performed on different days

•Therefore they felt the edit should not be created
Final for CY 2018
CMS will not be implementing the edit for the code pairs.
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Low Dose Rate (LDR) Prostate Brachytherapy
•CPT code 55875 will be assigned to a C-APC for 2018.
•This code is currently assigned to status indicator “Q3” as part
of the LDR Prostate Brachytherapy composite APC.
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Low Dose Rate (LDR) Prostate Brachytherapy
Current Composite Rule:
Claims containing both CPT 55875 (Placement of needle for
interstitial radioelement application) and 77778 (Interstitial
radiation source application; complex) will be paid a single
composite APC payment.

CY 2017 payment rate
APC
8001

Group Title
LDR Prostate Brachytherapy Composite

Payment Rate
$3,500.25
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Final for CY 2018
CPT 55875 will be assigned SI “J1” and assigned to C-APC 5375
(Level V Urology and Related Services).
CY 2018 payment rate = $3,705.77
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C-APC 5627 (Level 7 Radiation Therapy) Stereotactic
Radiosurgery (SRS)
Stereotactic radiosurgery (SRS) is a type of radiation therapy
that targets multiple beams of radiation to precisely deliver
radiation to a brain tumor while sparing the surrounding normal
tissue.
It can be delivered one of two ways:
Cobalt-60-based (also referred to as gamma knife) technology (CPT
77371)
Robotic linear accelerator-based (LINAC-based) technology (CPT
77372)
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C-APC 5627 (Level 7 Radiation Therapy) Stereotactic
Radiosurgery (SRS)
•In the 2016 OPPS Final Rule, CMS indicated that differences in
billing patterns were identified for the two types of SRS
treatment.
• Cobalt-60-based technologies typically included
• planning services such as imaging studies, radiation treatment aids,
and treatment planning on the same date of service and claim

• LINAC-based treatment
• planning services were often reported on separate claims
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C-APC 5627 (Level 7 Radiation Therapy) Stereotactic
Radiosurgery (SRS)
•CMS unbundled payment for 10 SRS planning and preparation
services (HCPCS codes 70551-77053, 77011, 77014, 7728077295, 77336).
•These codes were removed from the cost calculations for CAPC 5627 and for CYs 2016-2017 these have been separately
paid in conjunction with SRS treatments, even when included on
the same claim as the primary “J1” SRS treatment.
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C-APC 5627 (Level 7 Radiation Therapy) Stereotactic
Radiosurgery (SRS)
•CMS states that the intent of the C-APC policy is to package
payment for all services related to the primary procedure, and
that would include essential SRS planning and preparation
services.
•To identify additional services (other than the ten HCPCS
already identified) that are adjunctive to SRS treatments but
which are not reported on the same claim, CMS established
modifier “CP” which was required to be used in CYs 2016 and
2017.
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C-APC 5627 (Level 7 Radiation Therapy) Stereotactic
Radiosurgery (SRS)
•After analysis of preliminary data, CMS has identified some
additional services that are adjunctive to SRS treatment.
•However, the CP modifier has been used by only a small
number of providers, and analysis has shown that the modifier
has often been used incorrectly
• Used on the ten HCPCS codes for services which have already
been unbundled
• Used on the SRS treatment itself
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Final for CY 2018
CMS will discontinue the CP modifier for CY 2018 and continue
to make separate payments for the 10 planning and preparation
services currently identified as adjunctive to the delivery of SRS
treatment.
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Complexity Adjustment for Blue Light Cystoscopy Procedures
Per current CMS policies, Cysview®, which is reported with
HCPCS code C9275 (hexaminolevulinate hcl), is a drug that
functions as a supply in a diagnostic test or procedure and is
therefore packaged.
Commenters have expressed concern that the payment rate for
blue light cystoscopy procedures which utilize this drug may be
creating a barrier to access reasonable and necessary care for
which there may not be a clinically comparable alternative.
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Complexity Adjustment for Blue Light Cystoscopy Procedures
•Traditionally, white light (or standard) cystoscopy is the gold standard for
diagnosing bladder cancer
•Enhanced diagnostics such as blue light cystoscopy increase tumor detection in
non-muscle invasive bladder cancer over white light cystoscopy alone, enabling
more precise tumor removal
•Blue light cystoscopy can only be performed after white light cystoscopy
•Because blue light cystoscopy requires specialized imaging equipment to view
cellular uptake of the dye that is not otherwise used for white light cystoscopy,
some practitioners consider it to be a distinct adjunctive procedure
•Current CPT coding structure does not identify blue light cystoscopy in coding
descriptions separate from white light cystoscopy
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Complexity Adjustment for Blue Light Cystoscopy Procedures
While CMS does not believe it is appropriate to allow exceptions
to the drug packaging policy, discussion with clinical advisors
leads CMS to believe that blue light cystoscopy represents an
additional distinguishable service.
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Complexity Adjustment for Blue Light Cystoscopy Procedures
Final for CY 2018
•CMS has created a new HCPCS C-code to describe blue light
cystoscopy
• C9738 - Adjunctive blue light cystoscopy with fluorescent imaging
agent (List separately in addition to code for primary procedure)

•CMS will allow for a complexity adjustment to APC 5374 (Level
4 Urology and Related Services) for certain code combinations
in APC 5373 (Level 3 Urology and Related Services)
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Complexity Adjustment for Blue Light Cystoscopy Procedures
Final for CY 2018
•The new HCPCS C-code for blue light cystoscopy will be
packaged, but when reported with certain cystoscopy
procedure in APC 5373, there will be a complexity adjustment to
the next higher level APC, resulting in a higher payment.
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Complexity Adjustment for Blue Light Cystoscopy Procedures
Final for CY 2018
The codes assigned to APC 5373 which will qualify for a
complexity adjustment when billed with new HCPCS C9738
include:
• 52204 - Cystourethroscopy, with biopsy(s)
• 52214 - Cystourethroscopy, with fulguration (including
cryosurgery or laser surgery) of trigone, bladder neck, prostatic
fossa, urethra, or periurethral glands
• 52224 - Cystourethroscopy, with fulguration (including
cryosurgery or laser surgery) or treatment of minor (less than 0.5
cm) lesion(s) with or without biopsy

Final reimbursement rates for 2018 are $1,695.57 for APC 5373
and $2,696.58 for APC 5374.
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Composite APCs
Groups of services typically performed together during a single
clinical encounter resulting in provision of a complete service; paid
under one Composite APC which provides a payment rate higher
than the sole service APC payment rate but lower than the
aggregate sum of the sole service APC rates.
•First introduced in 2008 as a means to incentivize high quality and
efficient care
•Mental Health and multiple imaging will continue
•Low Dose Rate (LDR) prostate brachytherapy will discontinue and
move this to a C-APC
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Mental Health Services Composite APC
•Maximum payment amount for multiple outpatient mental
health services provided in a single day equal to the payment
amount for a day of partial hospitalization
•CMS considers partial hospitalization to be the most resource
intensive mental health service furnished on an outpatient basis
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Mental Health Services Composite APC
Composite Rule
If the total payment amount for multiple mental health services
provided to a beneficiary on a single date of service exceeds the
maximum per diem rate for partial hospitalization services (APC
5863), a single payment of composite APC 8010 will be made for
all mental health services.
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Mental Health Services Composite APC
Final 2018 Payment
Composite APC
8010– Mental Health Services
Composite

CY 2017
Payment
$207.36

Final 2018
Payment
$208.21

Percent
Difference
1.0%
[BHS Table]
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Multiple Imaging Composite APCs (APCs 8004, 8005, 8006, 8007, and
8008)
Composite Rule
A single payment will be made each time more than one imaging
procedure within the same imaging “family” is billed on the same date
of service.
There are three OPPS imaging families which are divided into five
composite APCs to allow payment for exams performed with or
without contrast.
If one or more exam is performed with contrast and others are
performed without, the composite APC for with contrast is assigned.
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Multiple Imaging Composite APCs (APCs 8004, 8005, 8006,
8007, and 8008)
Family 1 – Ultrasound – Composite APC 8004
Family 2 – CT and CTA w/o contrast – Composite APC 8005
CT and CTA with contrast – Composite APC 8006
Family 3 – MRI and MRA w/o contrast – Composite APC 8007
MRI and MRA with contrast – Composite APC 8008
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Multiple Imaging Composite APCs (APCs 8004, 8005, 8006,
8007, and 8008)
Final for CY 2018
CY 2017
Payment

CY 2018
Payment

Percent
Difference

8004 – Ultrasound Composite
8005 – CT and CTA without Contrast Composite

$288.36
$273.09

$299.86
$274.82

4%
1%

8006 – CT and CTA with Contrast Composite
8007 – MRI and MRA without Contrast Composite

$489.37
$551.75

$500.81
$556.13

2%
1%

8008 – MRI and MRA with Contrast Composite

$851.69

$871.80

2%

Composite APC

[BHS Table]
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The OPPS packages payments for multiple interrelated items
and services into a single payment in order to incentivize
providers to furnish services in the most efficient and effective
manner, and to negotiate with suppliers to reduce the price of
items or services.
CMS continues to move forward with additional proposals to
increase packaging in the OPPS, resulting in larger prospective
payments for services provided in patient encounters.
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Current packaging includes:
Unconditional packaging: HCPCS codes that are always integral
to the performance of the primary procedure – SI “N”
Conditional packaging: HCPCS codes that when provided
without other services of similarity are separately payable but
when provided with services of similar category are packaged
together and paid under one APC.
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Types of conditional packaging include:

• STV-packaged codes (SI = Q1) - payment is packaged for certain
ancillary services when one or more separately payable primary
services with an SI of “S”, “T”, OR “V” are furnished during the same
outpatient encounter

• T-packaged codes (SI = Q2) - payment is packaged for certain services
when one or more separately paid surgical procedure assigned SI “T”
is provided during an outpatient encounter
• Composite APCs (SI = Q3) - if certain combinations of HCPCS codes
are reported together during the same outpatient encounter, a
single composite payment is made which is less than the sum of the
aggregate payment rate for each individual code
• Laboratory Tests (SI = Q4) – most laboratory tests are packaged
when reported on the same claim as any HCPCS code assigned to SI
“J1”, “J2”, “S”, “T”, “V”, “Q1”, “Q2”, or “Q3”
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CY 2018 Drug Administration Packaging
In the CY 2014 OPPS Final Rule, CMS finalized a policy to
package all add-on codes, as they are by nature supportive,
dependent, or adjunctive to a primary procedure.
Due to stakeholder concerns, CMS excluded drug administration
add-on codes from this policy.
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CY 2018 Drug Administration Packaging
In the CY 2015 OPPS Final Rule, CMS finalized a policy to
conditionally package ancillary services assigned to APCs with a
geometric mean cost of less than or equal to $100.
These are primarily minor diagnostic tests and procedures that
are often performed with a primary service, although there are
instances where such services are provided alone.
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CY 2018 Drug Administration Packaging
These services are assigned to status indicator “Q1” and
packaged when reported with other services on the same claims
which are assigned to status indicators “S”, “T”, or “V.”
CMS excluded from this policy preventive services, certain
psychiatric and counseling-related services, and again, certain
low-cost drug administration services.
CMS indicated at the time that they would continue to analyze
alternative payment policies for drug administration codes.
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Packaging of Level 1 and Level 2 Drug Administration Services
Analysis of 2016 claims data shows the following:
•Geometric mean cost of APC 5691 (Level 1 Drug
Administration) is approximately $37
•Geometric mean cost of APC 5692 (Level 2 Drug
Administration) is approximately $59
•Drug administration services from both APCs are frequently
reported on the same claim as other separately payable services
•The low cost and frequent use with other services is consistent
with Medicare’s packaged services
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Packaging of Level 1 and Level 2 Drug Administration Services
Additionally, while physicians cannot receive payment for an
office visit when drug administration is provided, hospitals
consistently receive payments for both office visits and drug
administration services. As a result, hospitals receive a higher
payment than a physician office for furnishing the same service.

Manual Page # 48

Packaging of Level 1 and Level 2 Drug Administration Services
Commenters responded
•Low cost drug administration is a distinct service and not
adjunctive, supportive or dependent
•Packaging low cost drug administration would not promote
equitable payment because physician may be paid separately
for an office visit when performed on the same day
•Drugs are separately payable in the physician’s office and are
usually bundled under OPPS
•Hospitals may schedule patients for multiple visits, thereby
reducing access to care
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Packaging of Level 1 and Level 2 Drug Administration Services
CMS agreed that physicians may be paid separately if a modifier
is applied; however all other comments did not sway their
decision to package these services.
Final for CY 2018
•Conditionally package all drug administration services assigned
APCs 5691 or 5692, except for add-on codes (status indicator
“Q1”)
•Continue to separately pay for preventive Part B vaccination
administration services
•Continue to not package Level 3 or Level 4 drug administration
services (APCs 5693, 5694)
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Packaging of Level 1 and Level 2 Drug Administration Services
HCPCS
Code
95115
95117
95144
95145
95146
95165
95170
96361
96366
96370
96375
96377
96379
96423
96549
G0008
G0009
G0010

APC 5691--Level 1 Drug Administration
Short Descriptor
CY 2018
Status Indicator
Immunotherapy one injection
Q1
Immunotherapy injections
Q1
Antigen therapy services
Q1
Antigen therapy services
Q1
Antigen therapy services
Q1
Antigen therapy services
Q1
Antigen therapy services
Q1
Hydrate iv infusion add-on
S
Ther/proph/diag iv inf addon
S
Sc ther infusion addl hr
S
Tx/pro/dx inj new drug addon
S
Application on-body injector
Q1
Ther/prop/diag inj/inf proc
Q1
Chemo ia infuse each addl hr
S
Chemotherapy unspecified
Q1
Admin influenza virus vac
S
Admin pneumococcal vaccine
S
Admin hepatitis b vaccine
S
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Packaging of Level 1 and Level 2 Drug Administration Services
HCPCS
Code
90471
90473
95147
95148
95149
96367
96371
96372
96401
96402
96405
96411
96415
96417

APC 5692--Level 2 Drug Administration
Short Descriptor
Final CY 2018
Status Indicator
Immunization admin
Q1
Immune admin oral/nasal
Q1
Antigen therapy services
Q1
Antigen therapy services
Q1
Antigen therapy services
Q1
Tx/proph/dg addl seq iv inf
S
Sc ther infusion reset pump
Q1
Ther/proph/diag inj sc/im
Q1
Chemo anti-neopl sq/im
Q1
Chemo hormon antineopl sq/im
Q1
Chemo intralesional up to 7
Q1
Chemo iv push addl drug
S
Chemo iv infusion addl hr
S
Chemo iv infus each addl seq
S
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Discussion of Comment Solicitation Regarding Unconditionally
Packaging Drug Administration Add-on Codes
Drug administration add-on codes continue to be excluded from the
unconditional packaging of add-on codes due to concern from
stakeholders.
Commenters fear that this could disadvantage providers of longer
drug administration services, which are often protocol driven, and are
not necessarily dictated by the hospital, but by the characteristics of
the drug being administered to the patient.
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Discussion of Comment Solicitation Regarding Unconditionally
Packaging Drug Administration Add-on Codes
These services are used with great frequency across hospital
outpatient departments and CMS continues to explore other payment
options for future years.
CMS solicited public comments on whether conditionally or
unconditionally packaging drug administration add-on codes would
create access to care issues or have other unintended consequences.
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Discussion of Comment Solicitation Regarding Unconditionally
Packaging Drug Administration Add-on Codes
Comments received included concerns and feedback such as:
•Packaging could create a barrier to access for drugs or biologicals
with long infusion times
•Without incremental payment for additional hours of infusion
hospitals would not offer infusions
•Recommended creation of a C-APC for common drug administration
encounters
CMS will take all comments into consideration for future rule making.
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CMS will use the same methodology as in CY 2017 to calculate
OPPS scaled payment weights for CY 2018.
•CMS standardizes all relative payment rates to APC 5012 (Level
2 Examinations and Related Services)
•This APC includes HCPCS G0463 for hospital outpatient visits
•CMS uses this APC, as this represents one of the most
frequently provided OPPS services
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For 2018, CMS will assign APC 5012 a relative payment weight
of 1.00
•The geometric mean cost of each APC is divided by the cost of
APC 5012 to calculate the unscaled relative payment weight for
each APC
•Unscaled relative payment rates are multiplied by a weight
scalar for purposes of budget neutrality (for 2018, the weight
scalar is 1.4457)
•The scaled relative payment rate is multiplied by the
conversion factor to calculate OPPS payment rates
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The conversion factor is used to determine payment rates under
OPPS and is required to be updated annually by applying the
OPD fee schedule increase factor.
The OPD fee schedule increase factor is equal to the hospital
inpatient market basket percentage increase applicable to
hospital discharges (IPPS FY % increase).
The CY 2018 fee schedule increase factor is 2.7%, less
mandatory adjustments (ACA and other regulations, budget
neutrality adjustments, etc.) which result in a final increase
factor of 1.35%.
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The CY 2018 conversion factor was calculated using the:
• OPD fee schedule increase factor (1.35%)
• wage index budget neutrality adjustment (0.9997)
• cancer hospital payment adjustment (1.0008)
• adjustment for 340B drug program (1.0319) and
• 0.2 percentage point of projected OPPS spending for the
difference in pass through and outlier payments
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The history of OPPS
conversion factor
updates

Final 2018
2017:
2016:
2015:
2014:
2013:
2012:
2011:
2010:
2009:
2008:
2007:
2006:
2005:
2004:
2003:
2002:

$78.636
$75.001
$73.725
$74.176
$72.672
$71.313
$70.016
$68.876
$67.241
$66.059
$63.693
$61.468
$59.110
$56.983
$54.561
$52.121
$50.904
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Hospitals that fail to meet the Hospital OQR Program
requirements will continue to be subject to an additional 2%
reduction, which would result in an increase factor of -0.25%.
This results in a conversion factor of $77.064.
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No changes were made to the calculation formula for the wage
adjustment factor for CY 2018.
•OPPS labor-related portion of payment rates will remain 60% in 2018
•Wage adjustment for OPPS will continue to be the same as the IPPS
wage index (IPPS wage index effective 10/1/17 is the OPPS wage index
effective 1/1/18)
•Hospitals which are paid under the OPPS, but not under the IPPS, will
be assigned wage indexes which would be applicable if the hospital
were to be paid under the IPPS, based on geographic location and any
applicable wage index adjustments
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When MACs cannot calculate a hospital’s CCR (new hospital,
hospitals that have not submitted cost report, hospitals that
have biased CCR), CMS uses the statewide average default CCR
to determine these payments.
For CY 2018 CMS will continue to calculate statewide average
CCRs using the same hospital CCR data which is used for setting
CY 2018 payment rates.
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For CY 2018 CMS finalized that sole community hospitals (SCHs)
and essential access community hospitals (EACHs) will continue
to receive a 7.1 percent payment adjustment for all services and
procedures paid under the OPPS, except separately payable
drugs and biologicals, pass-through devices, and items paid at
cost.
This adjustment is made due to differences in costs realized by
these rural facilities.
Currently only two hospitals in the country are classified as
EACHs, and as of 1998, a hospital can no longer become newly
classified as an EACH.
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For CY 2018 CMS finalized that cancer hospitals will continue to
receive additional payments so that each cancer hospital’s
payment-to-cost ratio (PCR) is equal to the weighted average
PCR of other OPPS hospitals.
However, section 16002(b) of the 21st Century Cures Act
requires CMS to reduce the target PCR of cancer hospitals by 1
percentage point less than what would otherwise apply,
effective January 1, 2018.
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CMS estimates that OPPS payments to non-cancer hospitals in
CY 2018 are approximately 89 percent of reasonable cost, so the
adjustments will bring each cancer hospital’s PCR to 0.88.
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CMS finalized to continue to use the same methodology for
calculating outpatient outlier payments.
Outliers are provided on a service by service basis when the cost
of the service:
1. exceeds 1.75 times the APC payment amount
(multiplier threshold)
and
2. exceeds the sum of the APC payment amount plus a
fixed dollar threshold
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When both conditions are met, an outlier payment equaling
50% of the amount by which the service exceeds 1.75 times the
APC payment amount is made.
For CY 2018 CMS finalized a fixed dollar threshold of $4,150 – an
increase of $325 from the current 2017 threshold of $3,825.
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Calculation of an Adjusted Medicare Payment
from the National Unadjusted Medicare
Payment
The method for calculating adjusted Medicare payment rates will
remain the same for CY 2018.
Example of Adjustment Calculation
ABC Hospital

Wage Index = 1.2043

CPT 76705 – Echo Exam of abdomen
Final unadjusted payment CY 2018 $118.74
60% of unadjusted APC
40% of unadjusted APC
Wage index X 60% of unadjusted APC
Adjusted APC = $85.79 + $47.50

$71.24
$47.50
$85.79 ($71.24 x 1.2043)
$133.29 (increase of
$14.55)
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No changes to the methodology for calculating beneficiary
copayments in CY 2018.
• Copayments may not exceed 40 percent of the APC payment rate
• Copayments cannot be less than 20 percent of the APC payment
rate
• Beneficiary copayment for a procedure cannot exceed the
amount of the inpatient deductible for that year
• Copayments are waived for certain preventive services
• The continued consolidation of more services under single APCs
should continue to result in reductions to beneficiary
copayments.
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CMS recognizes the following three types of codes on OPPS claims:
Category I CPT codes – describe surgical procedures and medical
services, maintained by the AMA, updated annually in January (plus in
July for certain vaccine codes)
Category III CPT codes – describe new and emerging technologies,
services, and procedures, maintained by the AMA, updated semiannually in January and July
Level II HCPCS codes – describe products, supplies, temporary
procedures, and services not described by CPT codes, maintained by
the CMS HCPCS workgroup, updated quarterly in January, April, July,
and October
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CMS implements new codes throughout the year via the
quarterly OPPS update transmittals.
New codes are assigned interim status indicators and payment
rates and comments regarding their assignments are solicited
from the public during either the Proposed Rule or the Final
Rule comment periods, depending on when the codes are
released.
Status indicators and payment rates are finalized in the
subsequent Final Rule.
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CMS is required to review and revise APC groups, relative
payment weights, and the wage and other adjustments at least
annually. The purpose is to account for:
•Changes in medical practice
•Changes in technology
•New services
•New cost data
•Other relevant information and factors
This is to ensure that APC groupings of HCPCS codes are
reasonable based upon similarity of costs, taking into account
the 2 times rule.
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Application of the 2 Times Rule
A 2 times rule violation occurs when the highest cost item
within an APC group exceeds two times the lowest cost item
within the same APC group.
CMS considers only “significant” HCPCS codes for the purpose of
identifying 2 times rule violations. Significant codes:
•Have more than 1,000 single major claims; or
•Have both greater than 99 single major claims and contribute
to at least 2 percent of the single major claims used to establish
the APC cost
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Application of the 2 Times Rule
Procedure codes which do not meet these criteria would have
negligible impact on the APC cost.
Most 2 times rule violations identified via review of CY 2016
claims data have been corrected by reassigning certain
procedures to different APCs. The violations mostly occur due to
changes in costs of services that were reported for CY 2016
claims.
Status indicator reassignments can be seen in Addendum B,
identified with a comment indicator “CH.”
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Application of the 2 Times Rule
CMS is authorized to make exceptions to the 2 times rule in
unusual cases, such as low-volume items and services.
CMS used the following criteria to evaluate whether or not to
propose exceptions to the 2 times rule:
•Resource homogeneity
•Clinical homogeneity
•Hospital outpatient setting utilization
•Frequency of service (volume)
•Opportunity for up-coding and code fragments
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Application of the 2 Times Rule
In the proposed rule there were twelve APCs which CMS
proposed to make exceptions to the 2 times rule for 2018.
Using updated claims information, six violations were resolved
and five new violations were identified.
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Background
New technology services are placed in New Technology APCs
until there is sufficient claims data available for assignment into
a clinically appropriate APC group.
•CY 2017 there were 51 levels
•Two parallel sets
• SI= S not discounted
• SI=T discounted

•APCs pay at mid-point of cost band
• APC 1507 “New Technology - Level 7 $501-$600” is paid at
approximately $550
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Final for CY 2018
To improve the ability to have accurate payments for services
with costs over $100,000, CMS finalized narrowing the cost
increments for New Technology APCs 1901-1906 from $19,999
cost bands to $14,999 cost bands.
As a result, CMS also established new APCs 1907 and 1908 to
report New Technology Level 52 (145,001 - $160,000).
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Procedures Assigned to New Technology APC Groups for CY
2018
Procedures are retained in New Technology APCs until CMS has
obtained sufficient claims data to justify reassignment to a
clinically appropriate APC.
In cases where CMS finds that the initial placement into a New
Technology APC was based on inaccurate or inadequate
information, CMS may reassign the procedure into a more
appropriate New Technology APC level.
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Magnetic Resonance-Guided Focused Ultrasound Surgery
(MRgFUS) (APCs 1537, 5114, and 5414)
There are currently four HCPCS codes describing MRgFUS
procedures (0071T, 0072T, 0398T, and C9734).
Three of the codes are assigned to clinical APCs, and one (0398T
- MRgFUS Stereotactic Ablation of Lesion), is assigned to New
Technology APC 1537 (Level 37 ($9,501 - $10,000)).
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Magnetic Resonance-Guided Focused Ultrasound Surgery
(MRgFUS) (APCs 1537, 5114, and 5414)
Proposed
•CMS proposed to keep same APC assignments
Commenters argued the proposed payment rate for 0398T was
too low.
CMS reviewed additional documentation provided by the
manufacturer including equipment and resources used for the
procedure and agreed.
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Magnetic Resonance-Guided Focused Ultrasound Surgery
(MRgFUS) (APCs 1537, 5114, and 5414)
Final for CY 2018
0398T - MRgFUS Stereotactic Ablation of Lesion, will be assigned
to APC 1576 New Technology- Level 39 ($15,001-$20,000). The
other codes will be assigned as proposed.

Manual Page # 78

Retinal Prosthesis Implant Procedure
•CPT 0100T - (Placement of a subconjunctival retinal prosthesis
receiver and pulse generator, and implantation of intra-ocular
retinal electrode array, with vitrectomy)
•Used with Argus II Retinal Prosthesis System
• CY 2016 APC 1599 $95,000
• CY 2017 APC 1906 $150,000

•3 claims used for CY 2018 analysis
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Retinal Prosthesis Implant Procedure
Final for CY 2018
CMS finalized reassignment of CPT 0100T to APC 1904 (New
Technology – Level 50 ($115,001 - $130,000)) with a Final
payment of $122,000.50 for CY 2018.
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Pathogen Test for Platelets
•Q9987 (Pathogen(s) test for platelets)
• Used to report any test that identifies bacterial or other
pathogen contamination in blood platelets.
• One test approved by the FDA that is described by this code
• Rapid bacterial test with manufacture estimated costs between
$26-$35
• CMS was seeking comments on the actual costs of pathogen tests
for platelets before assigning Q9987 to a clinical APC
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Pathogen Test for Platelets
Final for CY 2018
CMS will pay separately for this service; however Q9987 will be
replaced with P9100- Pathogens(s) test for platelets, with a
payment rate of $25.50
TABLE 17.—REPLACEMENT CODE FOR HCPCS CODE Q9987 AS OF JANUARY 1, 2018
CY 2017
HCPCS Code

CY 2018
HCPCS Code

Q9987

P9100

CY 2018 Long Descriptor
Pathogen(s) test for platelets

Final CY 2018
SI
S

Final
CY
2018 APC
1493
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Fractional Flow Reserve Derived from Computed Tomography
(FFRCT)
•Four new CPT codes for 2018 (0501T-0504T)
•In 2016 manufacturer applied for New Tech APC and was
denied
•In 2017 a subsequent application was submitted and was
denied again
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Fractional Flow Reserve Derived from Computed Tomography
(FFRCT)
•For 2018, another application for HeartFlow was submitted
•Due to initial applications being denied, this was not discussed
in the proposed rule
•Many commenters supported separate payment for this
service because it is separate from CTA and it will improve
screening for CAD while reducing costs
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Fractional Flow Reserve Derived from Computed Tomography
(FFRCT)
Final for CY 2018
CPT code 0503T will be assigned to a New Technology APC 1516
New Technology – Level 16 ($1401-$1500) for CY 2018.
The CY 2018 payment rate for APC 1516 is $1,450.50.
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• Pre- 2017 Policy
• eligibility begins on the date that CMS establishes a new passthrough category
• eligibility period is for at least two years, but no longer than three
years
• pass-through expiration is finalized during the annual rulemaking
process

• Effective for 2017
• eligibility begins on the first date on which pass-through payment
is made under the OPPS
• eligibility period is always a full three years
• pass-through expiration may occur quarterly, via the OPPS
update transmittals
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Current Pass-Through Devices:
• C2623 - Catheter, transluminal angioplasty, drug-coated, nonlaser (effective 4/1/15)
• C2613 - Lung biopsy plug with delivery system (effective 7/1/15)
• C1822 - Generator, neurostimulator (implantable), high
frequency, with rechargeable battery and charging system
(effective 1/1/16)

The pass-through status of each of these three devices will
expire on 12/31/2017. Devices will then be packaged into their
associated surgical procedures.
Note: These pass-through categories were established prior to
new pass-through rules which were implemented for 2017.
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Feedback received:
•Multiple commenters requested CMS extend the expiration
date of current pass through devices C2623 and C1822 for
another year
•One commenter wanted CMS to create a complexity
adjustment when C2623 was included on a claim with
procedure 37224, similar to the blue light cystoscopy
•No comments were received on pass through device C2613
CMS will finalize without modification the expiration of these
three pass through devices on 12/31/2017.
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New Device Pass-Through Applications
CMS accepts quarterly applications for new pass-through device
categories.
Beginning in CY 2016, all applications are subject to notice-andcomment rulemaking via the Proposed and Final Rules.
All applications that are preliminarily approved by CMS upon
quarterly review are automatically included in the next
applicable OPPS rulemaking cycle.
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New Device Pass-Through Applications
To be considered for a new pass-through category the device must:
•Be FDA approved (if required) within the last three years
•Be reasonable and necessary
•Be an integral part of the service furnished, used for one patient only,
come in contact with human tissue, and is surgically implanted or
inserted, or applied in or on a wound or other skin lesion
•Not be appropriately described by an existing category or category
previously in effect, and was not being paid for as an outpatient
service as of December 31, 1996;
•Have an average cost that is not “insignificant” relative to the
payment amount for the procedure or service which the device is
associated with
•Demonstrate a substantial clinical improvement
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New Device Pass-Through Applications
Applications Received for Device Pass-Through Payment for CY 2018
•Architect® Px
•Dermavest and Plurivest Human Placental Connective Tissue Matrix
(HPCTM)
•FlōGraft®/Flōgraft Neogenesis®
•Kerecis™ Omega3 Wound (Skin Substitute)
•X-WRAP®
CMS did not receive enough information to support approval of any of
these applications from the comments received via the proposed rule,
therefore they all remain denied.
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Prior to 2017, CMS classified device intensive APCs.
In the 2017 OPPS Final Rule, CMS finalized a policy to instead
classify specific HCPCS codes as representing device-intensive
procedures.
Device-intensive procedures:
•HCPCS with significant device costs (offset greater than 40
percent)
•Device code must be reported on the claim
•Subject to no cost/full credit and partial credit device policy
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New HCPCS w/o claims data will have a default offset of 41%
until claims data is available.
CMS may temporarily assign a higher offset percentage if
warranted.
Claim edits requires device intensive HCPCS codes to be
reported with any HCPCS device C-code, including new HCPCS
C1889 established in 2017 to report devices associated with
device intensive procedures which do not have HCPCS codes
available.
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Device intensive procedures are subject to reduction in APC
payment to reflect full or partial credit a provider receives for a
replaced medical device.
Hospitals must continue to report the amount of the credit
using value code “FD” when a credit is received for a device that
is 50% or greater than the cost of the device.
CMS finalized a policy in 2017 that the payment rate for any
device-intensive procedure that is assigned to a clinical APC with
fewer than 100 total claims for all procedures in the APC may be
calculated using the median cost instead of the geometric mean
cost.
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For CY 2018, this policy would only apply code 0308T “Insertion
of Ocular Telescope Prosthesis.”
The final CY 2018 payment rate (calculated using the median
cost) is $17,560.07.
No changes are made to device intensive policies for CY 2018.
For 2018 there are 181 HCPCS codes which are classified as
device-intensive. See Addendum P of this final rule for the
complete list of HCPCS codes.
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OPPS Transitional Pass-through Payment for
Additional Costs of Drugs, Biologicals, and
Radiopharmaceuticals
Background
Pass-through payments are provided for certain new drugs and
biologicals whose cost is “not insignificant” in relation to OPPS
payments for the procedures or services associated with the
new drug or biological.
Prior to 2017, pass-through eligibility lasted for a period of at
least two years, but no more than three years.
Similar to pass-through eligibility for devices, CMS finalized a
policy in the 2017 OPPS Final Rule to allow a quarterly
expiration of pass-through status that would result in passthrough eligibility of as close to three full years as possible.
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OPPS Transitional Pass-through Payment for
Additional Costs of Drugs, Biologicals, and
Radiopharmaceuticals
Drugs and Biologicals with Expiring Pass-Through Payment
Status in CY 2017
CMS finalized the pass-through status of 19 drugs and
biologicals would expire on December 31, 2017
•Four will be assigned status indicator N and packaged
•Fifteen will be paid separately under status indicator K
Note: Remember to review drugs reported with JW modifier to
report drug waste, based upon status indicator changes.
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OPPS Transitional Pass-through Payment for
Additional Costs of Drugs, Biologicals, and
Radiopharmaceuticals
Drugs, Biologicals, and Radiopharmaceuticals with New or
Continuing Pass-Through Status in CY 2018
For CY 2018 there are 50 drugs and biologicals that will have
pass-through payment status.
CMS will continue to pay for pass-through drugs and biologicals
at ASP +6%.
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OPPS Transitional Pass-through Payment for
Additional Costs of Drugs, Biologicals, and
Radiopharmaceuticals
Provisions for Reducing Transitional Pass-Through Payments for
Policy-Packaged Drugs and Biologicals to Offset Costs Packaged
into APC Groups
CMS will continue to apply payment offsets to certain passthrough drugs which would be policy-packaged if not eligible for
pass-through payment.
The payment for the pass-through drug is reduced by the
portion of the APC payment that is determined to be associated
with the usually packaged drug.
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OPPS Transitional Pass-through Payment for
Additional Costs of Drugs, Biologicals, and
Radiopharmaceuticals
Provisions for Reducing Transitional Pass-Through Payments for
Policy-Packaged Drugs and Biologicals to Offset Costs Packaged
into APC Groups
Pass-through offsets will continue to apply to:
•Diagnostic radiopharmaceuticals
•Contrast agents
•Stress agents
•Drugs and biologicals that function as supplies in surgical
procedures
• Skin substitutes
• Other surgical supply drugs and biologicals
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OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
Criteria for Packaging Payment for Drugs, Biologicals, and
Radiopharmaceuticals
Final drug packaging threshold for CY 2018 is $120, up from $110 in CY
2017.
•If the estimated per day cost of a drug is > threshold, drug will be paid
separately (ASP +6%)
•If per day cost is < threshold, drug will be packaged
Calculation of per day cost of drugs and biologicals in this Final Rule
was performed using fourth quarter 2016 ASP data.
Final payment rates are made using ASP data from the third quarter of
2017.
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OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
High Cost/Low Cost Threshold for Packaged Skin Substitutes
CMS will continue to classify skin substitute products as high
cost or low cost based upon the mean unit cost (MUC) or the
per day cost (PDC).
Skin substitute products that exceed the MUC or PDC cost
thresholds will be classified as high cost, while products that do
not exceed either threshold will be classified as low cost.
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OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
High Cost/Low Cost Threshold for Packaged Skin Substitutes
Final 2018 Thresholds:
•MUC $46 per sq. cm (up $13.00 from 2017)
•PDC $861.00 (up $145.00 from 2017)
Skin substitute products with pass-through payment status will
be assigned high cost category.
New skin substitute products without pricing or claims data will
be assigned to low cost category until pricing information is
available.
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OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
High Cost/Low Cost Threshold for Packaged Skin Substitutes
New for 2018:
•Some skin substitute manufactures have expressed concern
about the significant fluctuation in both the MUC and PDC
thresholds from year to year
•Fluctuation in thresholds results in reassignment of several skin
substitutes from the high cost to low cost category, which at
current payment rates, can be a difference in approximately
$1,000 for the same procedure
•CMS has been asked to seek alternatives, such as using a
different calculation method, or considering a moderate cost
level for services in between high and low cost levels
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OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
High Cost/Low Cost Threshold for Packaged Skin Substitutes
New for 2018:
•CMS agrees that payment stability is preferable for these
products and has attempted to limit year to year shifts.
•In order to allow additional time to evaluate concerns, CMS
proposed to keep all skin substitute products which were
classified as high cost for CY 2017 in the high cost group for CY
2018, even if they do not exceed the MUC or PDC thresholds.
•CMS was seeking public comment on the methodologies that
are used for calculating thresholds as well as the payment
groupings that recognize a low cost and high cost group, hoping
to improve stability in future years.
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OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
High Cost/Low Cost Threshold for Packaged Skin Substitutes
New for 2018:
Commenters provided feedback such as:
•The need to improve the quality of claims data CMS uses to
determine the MUC and PDC thresholds;
•Limiting annual changes to the MUC and PDC thresholds to the
change in the consumer price index;
•Adding more cost groups where skin substitutes may be assigned;
•Ending the packaging of skin substitute products in general and
ending packaging costs for add-on codes into the primary service
codes for skin substitute procedures;
•Reducing incentives that favor the use of more expensive skin
substitutes or products that require an excessive number of
applications
Manual Page # 121

OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
High Cost/Low Cost Threshold for Packaged Skin Substitutes
Final for 2018:
All skin substitute products which were classified as high cost
for CY 2017 are in the high cost group for CY 2018, even if they
do not exceed the MUC or PDC thresholds.
There are 10 codes that will remain in the “high” category even
though their cost did not exceed the cost threshold.

Manual Page # 121

OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
Packaging Determination for HCPCS Codes That Describe the
Same Drug or Biological But Different Dosages
CMS will continue drug specific packaging for CY 2018.
Drugs with multiple HCPCS codes (differing by dosage) will be
priced specific to the drug rather than the HCPCS code.
The following drugs did not have pricing information available
but based upon mean unit cost from CY 2016 claims data they
are to be packaged in CY 2018
• J7100 Infusion, dextran 40,500 ml
• J7110 Infusion, dextran 75,500 ml
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OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
Payment for Drugs and Biologicals without Pass-Through Status
That Are Not Packaged
•For CY 2018, CMS will continue the CY 2017 payment
methodology for payment of non-pass-through drugs which are
not packaged (SI=K)
•Separately payable non-pass-through drugs will be paid at ASP
+6%, which includes payment for acquisition and pharmacy
overhead costs
•The same ASP +6% pricing methodology will apply to biosimilar
products as well as diagnostic radiopharmaceuticals
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OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
Payment Adjustment Policy for Radioisotopes Derived From
Non-Highly Enriched Uranium Sources
CMS will continue to provide an additional $10 payment for
radioisotopes produced by non-highly enriched uranium (HEU)
sources, as they have since 2013.
Report HCPCS code Q9969 (Tc-99m from non-highly enriched
uranium source, full cost recovery add-on per study dose) once
per dose to certify that the source is at least 95% derived from
non-HEU sources.
CMS will continue to reevaluate the need for this additional
payment each year.
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OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
Payment for Blood Clotting Factors
•For CY 2018, CMS will continue payment of blood clotting
factors at ASP +6%, plus a furnishing fee to be announced later
via a transmittal
•The 2018 clotting factor furnishing fee = $0.215 per unit
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OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
Payment for Nonpass-Through Drugs, Biologicals, and
Radiopharmaceuticals with HCPCS Codes but without OPPS
Hospital Claims Data
•CMS will continue to use the same payment policy as in
previous years for non-pass-through drugs, biologicals, and
radiopharmaceuticals with HCPCS codes but without OPPS
hospital claims data
•These codes will be assigned a non-covered status indicator
(E2) until payment information becomes available
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OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
Alternate Payment Methodology for Drugs Purchased under the 340B
Drug Discount Program
Background
•340B Drug Discount Program was established with goal of maximizing
resources, reaching more eligible patients and providing more
comprehensive care
•For eligible drugs, a ceiling price is calculated based upon the average
manufacturer price (AMP) less the unit rebate amount
•Covered entities also have the option to participate in the Prime
Vendor Program (PVP), where even deeper discounts (sub-ceiling
prices) are available
•Recent reports have shown significant differences in Part B spending
on drugs between 340B and non-340B hospitals
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OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
Alternate Payment Methodology for Drugs Purchased under the 340B
Drug Discount Program
Background
•MedPAC report estimates that on average, hospitals in the 340B
program receive a minimum discount of 22.5 percent of the ASP for
drugs paid under the OPPS (US GAO report estimates discounts range
from 20 to 50 percent)
•This has allowed providers to generate significant profits when they
administer Part B drugs, which continue to be paid at ASP +6%
•Participation in the 340B program has expanded from 583 hospitals in
2005, to 2,140 hospitals in 2014
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OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
Alternate Payment Methodology for Drugs Purchased under the
340B Drug Discount Program
Background
•Studies have shown that Medicare Part B spending has grown
faster among hospitals participating in the 340B program
•In both 2008 and 2012, per beneficiary drug spending was
substantially higher at 340B versus non 340B hospitals,
indicating patients at 340B hospitals were either prescribed
more drugs, or more expensive drugs
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OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
Alternate Payment Methodology for Drugs Purchased under the
340B Drug Discount Program
Background
•For example, in 2012, average per beneficiary spending at
340B hospitals was $144, compared to approximately $60 at
non-340B hospitals
•Patients are responsible for coinsurance based upon the
Medicare payment rate, not the 340B discounted rate
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OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
Alternate Payment Methodology for Drugs Purchased under the 340B
Drug Discount Program
OPPS Payment Rate for 340B Purchased Drugs
CMS will change Part B reimbursement for 340B purchased drugs to
more appropriately reflect resources and acquisition costs that these
hospitals incur.
Changes will apply to all separately payable drugs under the OPPS,
except:
• Pass-through drugs, which are required to be paid based on the ASP
methodology
• Vaccines, which are excluded from the 340B program
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OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
Alternate Payment Methodology for Drugs Purchased under the 340B
Drug Discount Program
OPPS Payment Rate for 340B Purchased Drugs
Current data limitations inhibit CMS’s ability to identify which drugs
were acquired under the 340B program.
CMS will require a new modifier effective January 1, 2018, for
hospitals to report with separately payable drugs that were acquired
under the 340B program.
CMS is also establishing an informational modifier for use by certain
providers who will be excepted from the 340B payment reduction, as
discussed later in this section.
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OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
Alternate Payment Methodology for Drugs Purchased under the 340B
Drug Discount Program
OPPS Payment Rate for 340B Purchased Drugs
Also, due to the confidentiality of ceiling and sub-ceiling prices, CMS will
use an average discounted price for drugs purchased under the 340B
program

• CMS will use the average discount of 22.5% off ASP, as estimated by MedPAC

CMS believes it would not be possible at this time to calculate a precise
discount for each separately payable drug.
CMS believes that this is on the lower-end of the actual discounted
amount received by hospitals, and it is likely that the average discount
may be significantly higher, due to the participation in the PVP, as well as
the fact that pass-through drugs were included in the MedPAC analysis.
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OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
Alternate Payment Methodology for Drugs Purchased under the
340B Drug Discount Program
Summaries of Public Comments Received and CMS Responses
Several commenters were in support of the proposal, including
those from physician oncology practices, pharmaceutical
research and manufacturing companies, a large network of
community-based oncology practices, and several individual
Medicare beneficiaries.
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OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
Alternate Payment Methodology for Drugs Purchased under the 340B
Drug Discount Program
Summaries of Public Comments Received and CMS Responses
•One commenter noted that although the proposed decrease in
payment may seem “severe,” ASP minus 22.5 percent is the minimum
discount that hospitals in the 340B Program receive.
•A commenter noted that, for a drug that is paid at $10,000 per
month, the price reduction would save a beneficiary approximately
$500 a month, which may be the difference between getting
treatment and foregoing treatment due to financial reasons.
•Another commenter stated that the current payment policy for Part B
drugs creates strong incentives to move Medicare beneficiary care
from lower cost sites of care (such as physician offices) to higher cost
sites of care (such as hospital outpatient departments).
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OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
Alternate Payment Methodology for Drugs Purchased under the 340B
Drug Discount Program
Summaries of Public Comments Received and CMS Responses
Other commenters believed that:

• The Secretary lacks statutory authority to impose such a large
reduction in the payment rate for 340B drugs, and contended that
such change would effectively eviscerate the 340B Program.
• Medicare payment cuts of this magnitude would greatly “undermine
340B hospitals’ ability to continue programs designed to improve
access to services—the very goal of the 340B Program.”
• Reducing payments to ASP-22.5% would not impact the beneficiary’s
liability because most have secondary insurance that pay that
amount
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OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
Alternate Payment Methodology for Drugs Purchased under the
340B Drug Discount Program
CMS’s response:
Even though many beneficiaries have supplemental coverage,
beneficiaries often pay a premium and if the costs are reduced
then the price for such plans would be expected to go down in
the future.
For those Medicare beneficiaries who do not have supplemental
coverage the proposed policy would directly lower out-ofpocket spending for 340B-acquired drugs.
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OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
Alternate Payment Methodology for Drugs Purchased under the
340B Drug Discount Program
Final for CY 2018
1. Exclusions from 340B discount:
• Rural SCHs
• Children’s hospitals
• PPS exempt cancer hospitals

Excluded hospitals will be required to use informational
modifier “TB” for tracking and monitoring purposes.
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OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
Alternate Payment Methodology for Drugs Purchased under the
340B Drug Discount Program
Final for CY 2018
2. Biosimilar products that have pass through status (two in CY
2018) are exempt from the alternative payment methodology.
If a biosimilar does not have pass through status (none in CY
2018) then it would receive the alternative payment
methodology
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OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
Alternate Payment Methodology for Drugs Purchased under the
340B Drug Discount Program
Final for CY 2018
3. Drugs in Nonexcepted Off-Campus Hospital Outpatient
Departments are not paid under OPPS and therefore are not
impacted by the alternative payment methodology; they are
paid “under the applicable payment system” which is generally
the MPFS.
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OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
Alternate Payment Methodology for Drugs Purchased under the 340B
Drug Discount Program
Final for CY 2018
4. Data Collection and Modifiera. Providers who are not excepted from the 340B payment adjustment will
report modifier “JG” (Drug or biological acquired with 340B Drug Pricing
Program Discount) to identify if a drug was acquired under the 340B Program.
i. This will trigger a payment adjustment to SI=K drugs of ASP-22.5%
ii. Modifier “JG” or “TB” may be reported with a packaged drug SI=N and no payment
adjustment will be made

b. The phrase “acquired under the 340B Program” is inclusive of all drugs
acquired under the 340B Program or PVP, regardless of the level of discount
applied to the drug
c. NOTE: These modifiers are not required on vaccines (SI=L or M) or passthrough drugs (SI=G)
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OPPS Payment for Drugs, Biologicals, and
Radiopharmaceuticals without Pass-Through
Status
Alternate Payment Methodology for Drugs Purchased under the
340B Drug Discount Program
Final for CY 2018
5. Budget neutral redistribution of savings will be done via the
conversion factor across non-drug OPPS rates. Specifically, the
increase to the conversion factor will be 3.2% in CY 2018.
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Estimate of OPPS Transitional Pass-Through
Spending for Drugs, Biologicals,
Radiopharmaceuticals, and Devices
• Pass-through spending will remain limited to 2.0% of total
OPPS spending
• Estimated total pass-through spending for CY 2018 is $28.06
million which represents 0.04% of the total projected OPPS
payments for CY 2018
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Final OPPS Payment for Hospital Outpatient Visits
and Critical Care Services
• For CY 2018, CMS is not making any changes to current
hospital outpatient visit and emergency department (ED) visit
payment policies.
• CMS will make no changes to current payment policy for
critical care services.
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• For CY 2017, CMS finalized a policy to combine the Level 1 and
Level 2 Partial Hospitalization (PHP) APCs for both hospitals
and community mental health centers (CMHCs) into one level
for each provider type.
• CMS will continue to use the same method for CY 2018,
calculating the geometric mean per diem cost for each
provider type.
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TABLE 74.—CY 2018 PHP APC GEOMETRIC MEAN PER DIEM COSTS
CY
2018
APC
5853
5863

Group Title

Partial Hospitalization (3 or more services per day) for
CMHCs
Partial Hospitalization (3 or more services per day) for
hospital-based PHPs

Final PHP APC
Geometric Mean
Per Diem
Costs
$143.22
$208.09

Comparison of rates
APC

APC Description

CY 2017
Payment

Final CY 2018
Payment

%Diff

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

$121.53

$143.30

17.9%

5854 Partial Hospitalization (3 or more
services per day) for hospital-based
PHPs

$207.36

$208.21

0.4%

[BHS Table]
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PHP Service Utilization Updates
CMS is also aware that the consolidation of APCs to a single tier may
influence a change in service provision, as providers are able to obtain
payment that is heavily weighted to the cost of providing 4 or more
services, when they only provide 3 services.
CMS is interested in ensuring that providers furnish an appropriate
number of services to beneficiaries enrolled in PHP programs, so they
have been analyzing this utilization data as well.
CY 2016 claims data show an appropriately low utilization of 3 service days
compared to 2015, as seen in Table 75. CMS will continue to monitor the
provision of days with only 3 services.
CMS notes that it is their expectation that days with only 3 services are
meant to be an exception to the typical PHP day.
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PHP Service Utilization Updates
TABLE 75.—PERCENTAGE OF PHP DAYS BY SERVICE UNIT FREQUENCY
CY 2015
CMHCs:
Percent of Days with 3 services
Percent of Days with 4 services
Percent of Days with 5 or more services
Hospital-based PHPs:
Percent of Days with 3 services
Percent of Days with 4 services
Percent of Days with 5 or more services

CY 2016*

Change

4.7%
62.9%
32.4%

4.8%
70.3%
24.9%

2.1%
11.8%
-23.1%

12.4%
69.8%
17.8%

10.9%
64.9%
24.1%

-12.1%
-7.0%
35.4%

*May not sum to 100 percent by provider type due to rounding.
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PHP Service Utilization Updates
Minimum Service Requirement: 20 Hours Per Week
CMS considers PHP to be an intensive program provided in lieu of
inpatient care, which should be highly structured and clinically
intensive.
As such, CMS included in the eligibility requirements that a patient
must require a minimum of 20 hours per week of therapeutic services,
as evidenced by their plan of care.
The “as evidenced by their plan of care” verbiage indicates that the
plan of care should reflect the need for the 20+ hours of service. CMS
realizes that it is not always possible to provide 20 hours of service,
such as during the first week of admission, or the week of discharge.
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Minimum Service Requirement: 20 Hours Per Week
CMS analyzed CY 2015 and 2016 claims data to assess the intensity of
PHP services being provided.
•To calculate the number of hours provided, CMS assumed each unit
of service was equal to one hour of time
•Each service day was mapped to its Sunday-through-Saturday
calendar week, and the number of hours per week was calculated for
each beneficiary
•The first service week was flagged as an “admission” week and the
last service week was flagged as a “discharge” week
•The admission and discharge weeks were removed from the
calculation
•CMS then calculated the total number of service weeks and the
number of service weeks with at least 20 hours of PHP services for
each beneficiary
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Minimum Service Requirement: 20 Hours Per Week
CMS found that a majority of PHP patients did not receive at
least 20 hours of PHP services per week.
Only slightly more than 50% of beneficiaries received the
minimum 20 hours of PHP services in 50% or more of their
treatment weeks.
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Minimum Service Requirement: 20 Hours Per Week
TABLE 76.—NUMBER AND PERCENTAGE OF BENEFICIARIES RECEIVING AT LEAST 20 HOURS OF PHP SERVICES PER
WEEK--CY 2015 THROUGH CY 2016

Number/Percentage of
CMHC Beneficiaries
Number / Percentage
of Hospital-based PHP
Beneficiaries

Beneficiaries Receiving
20 or More Hours of PHP
Services per
Nontransitional Week*
In 50% or more of weeks

CY 2015

CY 2016

1,205/53.1%

1,016/57.3%

In 100% of weeks
In 50% or more of weeks

319/14.1%
8,610/51.0%

291/16.4%
8,333/56.7%

In 100% of weeks

5,003/29.6%

5,115/34.8%

This data suggests that some PHPs may not provide the intensive services that eligible
beneficiaries actually need, which is concerning to CMS.
CMS solicited public comment in the CY 2017 Final Rule regarding potential future
editing of PHP claims for the 20 hours per week minimum eligibility requirement, and
received nine comments.
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Minimum Service Requirement: 20 Hours Per Week
Overall, commenters requested that CMS monitor data for a
year before implementing any payment edits.
Commenters also suggested that if CMS choses to edit PHP
claims for the 20 hour minimum, CMS should:
1.
2.
3.

Provide exceptions to the editing
Not require weekly billing
Implement the edits in a fashion that is not administratively
burdensome
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Minimum Service Requirement: 20 Hours Per Week
Additional comments included:
• 20 hours of PHP per week is not a condition of payment
• Editing would be premature until CMS could analyze monitoring data and
seek engagement from the PHP provider community
• Current PHP HCPCS codes may require some refinement in order for
providers to record service time
• Denials could reduce access to the PHP benefit
• Noncompliance with 20 hour requirement could be addressed through
medical review, with documentation in the medical record of sufficient
reasons for absences from treatment
• Another commenter questioned the necessity of an edit for occasional
beneficiary absences which are beyond the PHP’s control
CMS is taking each of these comments into consideration as options are evaluated
for possible future editing.
Manual Page # 139

Procedures That Would Be Paid
Only as Inpatient Procedures
Background
CMS identifies HCPCS codes for procedures which will only be
paid by Medicare when provided in an inpatient setting by
assigning the codes to status indicator “C.”
Each year Medicare updates the inpatient-only list. The
complete list is found in Addendum E of this Final Rule.
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Procedures That Would Be Paid
Only as Inpatient Procedures
CMS uses the following criteria to determine if any codes can be
removed from the inpatient-only list:
1.Most outpatient departments are equipped to provide the
services to the Medicare population.
2.The simplest procedure described by the code may be
performed in most outpatient departments.
3.The procedure is related to codes that we have already
removed from the IPO list.
4.A determination is made that the procedure is being
performed in numerous hospitals on an outpatient basis.
5.A determination is made that the procedure can be
appropriately and safely performed in an ASC, and is on the list
of approved ASC procedures or has been Final by us for addition
to the ASC list.
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Procedures That Would Be Paid
Only as Inpatient Procedures
Using these criteria, CMS proposed to remove two procedures
from the inpatient only list for CY 2018.
27447

Arthroplasty, knee, condyle and plateau; medial
and lateral compartments with or
without patella
resurfacing (total knee
arthroplasty)
55866

Laparoscopy, surgical prostatectomy, retro-pubic
radical, including nerve sparing, includes robotic
assistance, when performed
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Procedures That Would Be Paid
Only as Inpatient Procedures
Total knee arthroplasty (TKA) has been a topic of discussion for
several years, with significant support and opposition regarding
removal from the IPO list.
After consideration of all comments, CMS has determined that
the TKA procedure would be an appropriate candidate for
removal from the IPO list.
Specifically, CMS believes that the procedure meets criteria 1, 2,
and 4, as discussed.
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Procedures That Would Be Paid
Only as Inpatient Procedures
CMS expects providers to carefully develop evidence-based
patient selection criteria to identify patients who are
appropriate candidates for an outpatient TKA procedure, as well
as exclusionary criteria that would disqualify a patient from
receiving an outpatient TKA procedure.
CMS will prohibit Recovery Audit Contractor (RAC) review for
patient status for TKA procedures performed in the inpatient
setting for a period of two years, to allow time and experience
for these procedures under this setting.
As for the laparoscopic prostatectomy procedure (CPT 55866),
CMS believes that this procedure meets criteria 1 and 2 for
removal from the IPO list.
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Procedures That Would Be Paid
Only as Inpatient Procedures
Public Requests for Additions to or Removal of Procedures on
the IPO List
CMS requested comments feedback on removal/addition of
procedures to the IPO list.
Six joint procedures and four laparoscopy procedures were
suggested to be removed from the IPO list for CY 2018.
CMS agrees with four of these recommendations; however they
believe more discussion is needed for the remaining six related
to joint procedures.
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Procedures That Would Be Paid
Only as Inpatient Procedures
Public Requests for Additions to or Removal of Procedures on
the IPO List
One commenter recommended adding CPT 92941
(Percutaneous transluminal revascularization) to the inpatient
only list and CMS agreed.
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Procedures That Would Be Paid
Only as Inpatient Procedures
TABLE 78.—CHANGES TO THE INPATIENT ONLY LIST FOR CY 2018
CY
2018
CPT

CY 2018 OPPS
CY 2018 Long Descriptor

Status

APC Assignment

CY 2018 OPPS

Cy 2018

Status Indicator

Payment
Rate

Code
27447

Arthroplasty, knee, condyle and plateau; medical and lateral
compartments with or without patella resurfacing (total knee
arthroplasty)

Removed

5115

J1

$10,122.22

43282

Laparoscopy, surgical, repair of paraesophageal hernia with
implantation of mesh

Removed

5362

J1

$7,594.89

43772

Laparoscopy, surgical, gastric restrictive procedure; removal of
Removed
adjustable gastric restrictive device component only
Laparoscopy, surgical, gastric restrictive procedure; removal and
Removed
replacement of adjustable gastric restrictive device component only

5303

J1

$2,743.26

5361

J1

5303

J1

5362

J1

N/A

C

43773
43774
55866

92941

Laparoscopy, surgical, gastric restrictive procedure; removal of
Removed
adjustable gastric restrictive device and subcutaneous port
components
Laparoscopy, surgical prostatectomy, retropubic radical, including
Removed
nerve sparing, includes robotic assistance, when performed
Percutaneous transluminal revascularization of acute total/subtotal
occlusion during acute myocardial infarction, coronary artery or
coronary artery bypass graft, any combination of intracoronary
Added
stent, artherectomy and angioplasty, including aspiration
thrombectomy when performed, single vessel

$4,488.37
$2,743.26

$7,594.89

N/A
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Procedures That Would Be Paid
Only as Inpatient Procedures
Discussion of Solicitation of Public Comments on the Possible
Removal of Partial Hip Arthroplasty (PHA) and Total Hip
Arthroplasty (THA) Procedures from the IPO List
Similar to the TKA procedure in previous years, CMS is seeking
public comments about whether or not hip arthroplasty
procedures may also be removed from the IPO list.
27125
27130

Hemiarthroplasty, hip, partial (e.g., femoral stem
prosthesis, bipolar arthroplasty)
Arthroplasty, acetabular and proximal femoral
prosthetic replacement (total hip arthroplasty),
with or without autograft or allograft
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Procedures That Would Be Paid
Only as Inpatient Procedures
Discussion of Solicitation of Public Comments on the Possible Removal
of Partial Hip Arthroplasty (PHA) and Total Hip Arthroplasty (THA)
Procedures from the IPO List
These procedures have traditionally been considered inpatient
surgical procedures and have been on the IPO list since it was
established in 2001
In 2000, the geometric mean average length of stay (LOS) for
uncomplicated PHA and THA procedures was 4.6 days. In 2016, the
average LOS was 2.7 days.
Commenters, both for and against the removal of THA, provided
feedback. No changes will be made at this time and CMS will consider
all comments in future rule making.
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Medicare Site-of-Service Price Transparency (Section 4011 of the 21st
Century Cures Act)
Section 4011of the 21st Century Cures Act requires CMS to make
available to the public a searchable website to assist beneficiaries with
price transparency for 2018 and subsequent years.
•Applies to services for which payment may be made either to a
hospital outpatient department or to an ambulatory surgical center
•Must contain with respect to an appropriate number of items and
services:
• The estimated payment amount under the OPPS and ASC payment
system
• The estimated beneficiary liability applicable to the item or service
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Medicare Site-of-Service Price Transparency (Section 4011 of
the 21st Century Cures Act)
CMS is announcing their plan to establish the searchable
website in this Final Rule.
Details regarding the website will be issued through subregulatory guidance (e.g., transmittals).
CMS anticipates that the website will be made available in early
CY 2018.
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Appropriate Use Criteria for Advanced Diagnostic Imaging
The program’s criteria are being updated as appropriate through the
Medicare Physician Fee Schedule (MPFS) rulemaking process.
•The CY 2016 MPFS FR established the initial component
• the establishment and specifications of the AUC.

•The CY 2017 MPFS FR addressed the second component

• the specification of qualified clinical decision support mechanisms (CDSMs).
A CDSM is an electronic tool through which the ordering physician consults
AUC.

•In the CY 2018 MPFS FR CMS is addressing the third component

• requirements for the ordering professional to consult with a qualified CDSM
when ordering an applicable imaging service and communicate information
about the AUC to the furnishing professional, to include that information on
claims.
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Appropriate Use Criteria for Advanced Diagnostic Imaging
The AUC program applies to advanced imaging services for which payment
is made under the MPFS, the OPPS, or the ASC payment system.
Information on the latest proposals for requirements of the AUC program
can be found in the CY 2018 MPFS Final Rule.
All comments regarding this program must be submitted in response to
the MPFS Final Rule.
We recommend that necessary parties review the CY 2018 MPFS Final
Rule which can be found at:
https://www.cms.gov/Medicare/Medicare-Fee-for-ServicePayment/PhysicianFeeSched/index.html
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Enforcement Instruction for the Supervision of Outpatient
Therapeutic Services in Critical Access Hospitals (CAHs) & Certain
Small Rural Hospitals
In the CY 2009 OPPS Final Rule, CMS clarified that direct supervision is
required for hospital outpatient therapeutic services furnished by
hospitals and provider-based departments of hospitals.
In the CY 2010 OPPS Final Rule, CMS finalized a technical correction to
the title and text of the regulations to clarify that this applied to
Critical Access Hospitals (CAHs) as well.
In response to concerns expressed by the hospital community that
CAHs and small rural hospitals would have difficulty meeting this
standard, CMS delayed enforcement of this standard for CAHs for
2010.
Manual Page # 150

Enforcement Instruction for the Supervision of Outpatient
Therapeutic Services in Critical Access Hospitals (CAHs) &
Certain Small Rural Hospitals
After continued concerns, CMS continued the non-enforcement
of this policy and expanded it to include small rural hospitals
having 100 or fewer beds for CY 2011.
CMS and legislative action have continued this non-enforcement
through December 31, 2016.
CMS continues to receive comments requesting the continued
non-enforcement of the direct supervision requirements in
CAHs and small rural hospitals.
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Enforcement Instruction for the Supervision of Outpatient
Therapeutic Services in Critical Access Hospitals (CAHs) &
Certain Small Rural Hospitals
Stakeholders state that it is difficult for these hospitals to
maintain sufficient staff available to furnish direct supervision,
primarily due to difficulty recruiting physicians and NPPs to
practice in rural areas.
CMS is not aware of any quality of care complaints from
beneficiaries or providers relating to general physician
supervision for outpatient hospital therapeutic services.
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Enforcement Instruction for the Supervision of Outpatient
Therapeutic Services in Critical Access Hospitals (CAHs) &
Certain Small Rural Hospitals
Final for CY 2018
CMS will reinstate the non-enforcement of direct supervision
for therapeutic outpatient hospital services for CAHs and small
rural hospitals with 100 or fewer beds for CY 2018 and CY 2019.
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Payment Changes for Film X-Ray Services and Final Payment
Changes for X-Rays Taken Using Computed Radiography
Technology
In the CY 2017 OPPS Final Rule, CMS finalized a policy to reduce
the OPPS payment for x-rays taken by film by 20%.
This was implemented as a result of Section 502 of the
Consolidated Appropriations Act of 2016, which looks to
incentivize providers to transition to digital radiography.
All X-ray services taken by film in 2017 and subsequent years
must be reported with the FX modifier which triggers the
payment reduction
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Payment Changes for Film X-Ray Services and Final Payment Changes
for X-Rays Taken Using Computed Radiography Technology
CMS also has a phased-in reduction of payments for imaging services
taken using computed radiography, beginning in CY 2018.
Payment for computed radiography procedures is to be reduced by 7
percent for CYs 2018-2022, and by 10 percent beginning in 2023 and
subsequent years.
For purposes of this reduction, computed radiography is defined as
cassette-based imaging which utilizes an imaging plate to create the
imaging involved.
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Payment Changes for Film X-Ray Services and Final Payment Changes
for X-Rays Taken Using Computed Radiography Technology
To implement this new reduction, CMS established a new modifier
FY

X-ray taken using computed radiography technology/cassettebased imaging, which will be appended to HCPCS codes for
procedures performed via computed radiography beginning in
2018.

Use of this modifier will trigger the payment reduction.
Similar to the reduction of payments for film x-rays with the FX
modifier, this new payment reduction will be considered an
“adjustment” and will not be made in a budget neutral manner (other
payments will not increase to offset this decrease).
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Potential Revisions to the Laboratory Date of Service Policy
1. Background on Medicare Part B Laboratory Date of Service
Policy
Laboratory services may take place over a period of time.
Various parts of the testing process may include services
performed on different dates:
•
•
•
•
•

The date the physician orders the laboratory test;
The date the specimen is collected from the patient;
The date the laboratory access the specimen;
The date the laboratory performs the test; and
The date that results are produced
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Potential Revisions to the Laboratory Date of Service Policy
1. Background on Medicare Part B Laboratory Date of Service
Policy
In the 2001 Final Rule CMS adopted a policy where the DOS for
clinical laboratory services is generally the date that the
specimen is collected.
For archived specimens (specimens stored for more than 30
days), the DOS is the date that the specimen was retrieved from
storage.
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Potential Revisions to the Laboratory Date of Service Policy
2. Current Medicare DOS Policy (“14-Day Rule”)
This “14-day rule” was established to distinguish laboratory
tests performed as part of post-hospital care from the care a
beneficiary receives in the hospital.
When the 14-day rule applies, laboratory tests are paid under
Part B rather than bundled into the hospital stay.
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Potential Revisions to the Laboratory Date of Service Policy
3. Billing and Payment for Laboratory Services under the OPPS
Regulations generally state that Medicare will not pay for services
furnished to a hospital patient when performed by another entity
unless they are performed “under arrangement”.
Currently the hospital would bill Medicare and then the hospital would
pay the laboratory under arrangement.
Recent changes to OPPS for laboratory services include conditional
packaging when other services are performed on the same day.
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Potential Revisions to the Laboratory Date of Service Policy
3. Billing and Payment for Laboratory Services under the OPPS
In CY 2016 molecular pathology tests were excluded from
packaging and in CY 2017 ADLTs were also excluded.
Laboratory services are only paid separately when:
•
•
•
•

they are the only service provided to a beneficiary on a claim;
considered a preventive service;
a molecular pathology test; or
an advanced diagnostic laboratory test (ADLT)
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Potential Revisions to the Laboratory Date of Service Policy
4. ADLTs under the New Private Payor Rate-Based CLFS
The Protecting Access to Medicare Act of 2014 (PAMA) made
changes to how ADLTs were reported and paid under the CLFS
and these were implemented via the 2016 CLFS Final Rule.
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Potential Revisions to the Laboratory Date of Service Policy
5. Discussion of Potential Revisions to the Laboratory DOS Policy
Under the current DOS policy, even if an ADLT is not packaged
under OPPS, if the tests are ordered within 14 days of discharge,
CMS treats the tests as though they were ordered by the
hospital and laboratories are not paid for molecular pathology
or ADLTs.
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Potential Revisions to the Laboratory Date of Service Policy
Final for CY 2018
The DOS policy for tests with Criterion (A) ADLT status and molecular pathology
tests that are excluded from OPPS packaging policy will be revised so laboratories
are able to bill Medicare directly.
Criteria:
•The test was performed following a hospital outpatient’s discharge from the
hospital outpatient department;
•The specimen was collected from a hospital outpatient during an encounter (as
both are defined in 42 CFR 410.2);
•It was medically appropriate to have collected the sample from the hospital
outpatient during the hospital outpatient encounter;
•The results of the test do not guide treatment provided during the hospital
outpatient encounter; and
•The test was reasonable and medically necessary for the treatment of an illness.
The DOS will be the date the test is performed.
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CMS is not making any changes to status indicators for 2018.
Addendum D1 lists each current status indicator and description
for 2018.
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CMS made no changes to the four current comment indicators in use
in 2017:
“CH”—Active HCPCS code in current and next calendar year, status
indicator and/or APC assignment has changed; or active HCPCS code
that will be discontinued at the end of the current calendar year.
“NC” —New code for the next calendar year or existing code with
substantial revision to its code descriptor in the next calendar year as
compared to current calendar year for which we requested comments
in the proposed rule, final APC assignment; comments will not be
accepted on the final APC assignment for the new code.
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CMS made no changes to the four current comment indicators in use
in 2017:

“NI”—New code for the next calendar year or existing code with
substantial revision to its code descriptor in the next calendar year as
compared to current calendar year, interim APC assignment;
comments will be accepted on the interim APC assignment for the
new code.
“NP”—New code for the next calendar year or existing code with
substantial revision to its code descriptor in the next calendar year as
compared to current calendar year proposed APC assignment;
comments will be accepted on the proposed APC assignment for the
new code.
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Requirements for the Hospital Outpatient
Quality Reporting (OQR) Program
CMS will remove six measures:
For CY 2020
•OP-21: Median Time to Pain Management for Long Bone
Fracture; and
•OP-26: Hospital Outpatient Volume Data on Selected
Outpatient Surgical Procedures.
•OP-1: Median Time to Fibrinolysis;
•OP-4: Aspirin at Arrival;
•OP-20: Door to Diagnostic Evaluation by a Qualified Medical
Professional;
•OP-25: Safe Surgery Checklist
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Requirements for the Hospital Outpatient
Quality Reporting (OQR) Program
CMS will delay OP -37a-e: Outpatient and Ambulatory Surgery
Consumer Assessment of Healthcare Providers and Systems
(OAS CAHPS) Survey-Based Measures until more data can be
analyzed.
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Requirements for the Hospital Outpatient
Quality Reporting (OQR) Program
There are a total of nine claims-based measures for the CY 2020
payment determination and subsequent years:
•OP-8: MRI Lumbar Spine for Low Back Pain (NQF #0514);
•OP-9: Mammography Follow-Up Rates;
•OP-10: Abdomen CT – Use of Contrast Material;
•OP-11: Thorax CT – Use of Contrast Material (NQF #0513);
•OP-13: Cardiac Imaging for Preoperative Risk Assessment for NonCardiac, Low Risk Surgery (NQF #0669);
•OP-14: Simultaneous Use of Brain Computed Tomography (CT) and
Sinus Computed Tomography (CT);
•OP-32: Facility 7-Day Risk-Standardized Hospital Visit Rate after
Outpatient Colonoscopy (NQF #2539);
•OP-35: Admissions and Emergency Department Visits for Patients
Receiving Outpatient Chemotherapy; and
•OP-36: Hospital Visits after Hospital Outpatient Surgery (NQF #2687)
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Requirements for the Hospital Outpatient
Quality Reporting (OQR) Program
Payment Reduction for Hospitals That Fail to Meet the Hospital
Outpatient Quality Reporting (OQR) Program Requirements for
the CY 2018 Payment Determination
CMS will continue to reduce payments for any hospital that
does not meet the HOQR measures by 2%.
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