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CMS Finalizes 2019 Physician & Outpatient Fee Schedules

In the course of twenty-four hours, the Centers for
Medicare & Medicaid Services (CMS) finalized the
calendar year (CY) 2019 Medicare Physician Fee
Schedule (MPFS), the Hospital Outpatient Prospective
Payment System (OPPS), and the Ambulatory Surgical
Center (ASC) Payment System.

The finalized rules generally remained unchanged from
their proposed versions, with a couple of exceptions.
Each finalized rule is reviewed briefly below.

MPES Final Rule Provisions

On November 1, 2018, CMS finalized the 2019 MPFS
rule, which includes a number of changes to the payment
system, and one noteworthy proposal that was not
implemented.

CMS finalized the 2019 MPFS conversion factor at
$36.04 (no change from the proposed rule), which it
noted was a “slight increase above the 2018 [M]PFS
conversion factor of $35.99.71

In its July 12, 2018 proposed rule, CMS sought
comments on consolidating the current structure of
evaluation and management (E/M) office visits, from
five levels to two levels.? In its final rule, CMS delayed
this significant change until CY 2021, while, in the
interim, implementing a number of smaller changes to
the documentation guidelines for E/M office visits. Part
of CMS’s reason for the delay was the strong negative
reactions from industry stakeholders. As CMS admitted,
“Commenters largely objected to our proposal to
eliminate payment differences for office/outpatient E/M
visit levels 2 through 5 based on the level of visit
complexity.”®  Notably, CMS also did not finalize
components of the E/M proposal that would have: “(1)
reduced payment when E/M office/outpatient visits are
furnished on the same day as procedures, (2) established
separate coding and payment for podiatric E/M visits, or
(3) standardized the allocation of practice expense RVUs
for the codes that describe these services.”

Regarding the updates to the Merit-based Incentive
Payment System (MIPS), one of the ways in which
providers can participate in the Quality Payment
Program (QPP) established by the Medicare Access and
CHIP Reauthorization Act of 2015 (MACRA), CMS
adjusted the weight of the categories upon which
clinicians are scored. Specifically, CMS increased the
weight of the MIPS cost category to 15% (previously
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10%), while lowering the quality category weight to 45%
(previously 50%).5

OPPS Final Rule Provisions

On November 2, 2018, CMS finalized the 2019 OPPS
rule, which includes a number of notable changes to the
payment system.

CMS finalized the OPPS payment rates by 1.35%, a
slight increase from the proposed update of 1.25%,°
which was based upon the 2% hospital market basket
increase, minus a 0.8 percentage point multifactor
productivity (MFP) adjustment, and a statutorily-
required 0.75 percentage point adjustment.”

One notable provision is the new requirement that
payments for clinic visits conducted at off-campus
HOPDs (i.e., those allowed to bill under OPPS) be made
at the reduced rate applied to non-excepted off-campus
HOPDs. CMS asserts that this will “control unnecessary
increases in the volume of covered [HOPD] services by
applying [an MPFS] equivalent payment rate for the
clinic visit service when provided at an off-campus
[HOPD] ...,” as well as reduce copayments for Medicare
beneficiaries.®

As noted in the August issue of Health Capital Topics,®
there is currently a difference between excepted off-
campus HOPD and non-excepted off-campus HOPD
receivable payments for furnished 340B-acquired drugs,
with services in non-excepted off-campus HOPDs
garnering providers a higher payment for these drugs.*°
The 340B Program allows participating hospitals and
providers to purchase certain covered outpatient drugs
from the manufacturer at discounted prices.** However,
in 2017, CMS finalized a payment policy, for excepted
HOPDs, to cover outpatient drugs and biologicals at a
rate of the drug’s average sales price (ASP) minus 22.5%,
rather than that under the previous payment system, i.e.,
ASP plus 4.3%, resulting in both large cuts to the 340B
Program and significantly higher drug expenditures for
hospitals participating in the program.'? Consequently,
CMS finalized its proposal to extend the 2017 340B Drug
Payment Policy (i.e., ASP minus 22.5%) to non-excepted
off-campus HOPDs, to eliminate the incentive for
hospitals to move 340B-acquired drug services to non-
excepted off-campus HOPDs solely to receive the higher
payment amounts for these drugs.
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ASC Payment System Final Rule Provisions

The OPPS final rule also included provisions related to
ASCs. Significantly, CMS finalized their proposal to
change the index upon which it updates ASC payment
rates, with the goal that it “will help to promote ‘site-
neutrality’ between hospitals and ASCs and encourage
the migration of services from the hospital setting to the
lower cost ASC setting.” ** Historically, these rates were
annually updated by the percentage increase in the
Consumer Price Index for all urban consumers (CPI-U).
However, starting 2019, CMS will update the ASC
payment rates using the hospital market basket (through
at least CY 2023), which it has historically used for
updating HOPD payments.!* For CY 2019, this results
in an update to a payment rate update of 2.1%, based
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upon the 2.9% hospital market basket increase, minus the
0.8 percentage point MFP adjustment.®

Regarding the ASC Quality Reporting program, CMS
had proposed removing eight measures from the
program. Ultimately however, only two were removed:

(1) ASC-8: Influenza Vaccination Coverage Among
Healthcare Personnel (beginning CY 2020);
and,

(2) ASC-10:  Endoscopy/Polyp  Surveillance:
Colonoscopy Interval for Patients with a
History of Adenomatous Polyps - Avoidance of
Inappropriate Use (beginning CY 2021).%6

Forthcoming issues of Health Capital Topics will feature
coverage of these payment systems, and their impact on
the U.S. healthcare industry generally, as well as on the
valuation of healthcare enterprises, assets, and services.
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Todd A. Zigrang, MBA, MHA, ASA, FACHE, is the President of HEALTH
CAPITAL CONSULTANTS (HCC), where he focuses on the areas of valuation
and financial analysis for hospitals, physician practices, and other
healthcare enterprises. Mr. Zigrang has over 20 years of experience
providing valuation, financial, transaction and strategic advisory services

. nationwide in over 1,000 transactions and joint ventures. Mr. Zigrang is
also con5|dered an expert in the field of healthcare compensation for physicians,
executives and other professionals.

Mr. Zigrang is the co-author of “The Adviser’s Guide to Healthcare — 2nd Edition” [2015
— AICPA], numerous chapters in legal treatises and anthologies, and peer-reviewed and
industry articles such as: The Accountant’s Business Manual (AICPA); Valuing
Professional Practices and Licenses (Aspen Publishers); Valuation Strategies; Business
Appraisal Practice; and, NACVA QuickRead. In addition to his contributions as an author,
Mr. Zigrang has served as faculty before professional and trade associations such as the
American Society of Appraisers (ASA); American Health Lawyers Associate (AHLA);
the American Bar Association (ABA); the National Association of Certified Valuators and
Analysts (NACVA); Physician Hospitals of America (PHA); the Institute of Business
Appraisers (IBA); the Healthcare Financial Management Association (HFMA); and, the
CPA Leadership Institute.

Mr. Zigrang holds a Master of Science in Health Administration (MHA) and a Master of
Business Administration (MBA) from the University of Missouri at Columbia. He is a
Fellow of the American College of Healthcare Executives (FACHE) and holds the
Accredited Senior Appraiser (ASA) designation from the American Society of Appraisers,
where he has served as President of the St. Louis Chapter, and is current Chair of the ASA
Healthcare Special Interest Group (HSIG).

John R. Chwarzinski, MSF, MAE, is Senior Vice President of HEALTH
CAPITAL CONSULTANTS (HCC). Mr. Chwarzinski’s areas of expertise
include advanced statistical analysis, econometric modeling, as well as,
economic and financial analysis. Mr. Chwarzinski is the co-author of peer-
reviewed and industry articles published in Business Valuation Review and
NACVA QuickRead, and he has spoken before the Virginia Medical Group
Management Association (VMGMA) and the Midwest Accountable Care Organization
Expo. Mr. Chwarzinski holds a Master’s Degree in Economics from the University of
Missouri — St. Louis, as well as, a Master’s Degree in Finance from the John M. Olin
School of Business at Washington University in St. Louis. He is a member of the St. Louis
Chapter of the American Society of Appraisers, as well as a candidate for the Accredited
Senior Appraiser designation from the American Society of Appraisers.

Jessica L. Bailey-Wheaton, Esq., is Vice President and General Counsel
of HEALTH CAPITAL CONSULTANTS (HCC), where she conducts project
management and consulting services related to the impact of both federal
and state regulations on healthcare exempt organization transactions and
provides research services necessary to support certified opinions of value
related to the Fair Market Value and Commercial Reasonableness of
transactions related to healthcare enterprises, assets, and services. Ms. Bailey-Wheaton is
a member of the Missouri and Illinois Bars and holds a J.D., with a concentration in Health
Law, from Saint Louis University School of Law, where she served as Fall Managing
Editor for the Journal of Health Law & Policy.

Daniel J. Chen, MSF, CVA, is a Senior Financial Analyst at HEALTH
CAPITAL CONSULTANTS (HCC), where he develops fair market value and
commercial reasonableness opinions related to healthcare enterprises,
assets, and services. In addition, Mr. Chen prepares, reviews and analyzes
forecasted and pro forma financial statements to determine the most
probable future net economic benefit related to healthcare enterprises,
assets, and services, and applies utilization demand and reimbursement trends to project
professional medical revenue streams, as well as ancillary services and technical
component (ASTC) revenue streams. Mr. Chen has a Master of Science in Finance from
Washington University St. Louis.
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