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February 19, 2016 
 
The Honorable Fred Upton      The Honorable Joseph Pitts 
Chairman        Chairman 
House Committee on Energy & Commerce    Subcommittee on Health 
2125 Rayburn House Office Bldg.     House Committee on Energy & Commerce 
Washington, DC 20515       420 Cannon House Office Bldg. 
         Washington, DC 20515 
 
 
Dear Chairman Upton and Chairman Pitts: 
 
On behalf of its physician, patient advocacy group, and medical imaging equipment manufacturing 
members, the Access to Medical Imaging Coalition (AMIC) appreciates this opportunity to provide input 
on the so-called “site neutrality” policies aimed at reducing Medicare payments for services performed in 
certain hospital outpatient settings, including critical diagnostic services. AMIC members firmly believe 
that all hospital outpatient facilities, i.e. both on-campus and off-campus sites, should be reimbursed 
based on the costs of providing care, as audited and verified via hospital cost reports. The payment 
policies for off-campus hospital outpatient departments (HOPDs) that were enacted under section 603 of 
the Bipartisan Budget Act of 2015 represent a significant deviation from this longstanding principle, and 
efforts to broaden the scope of this hospital payment reduction could have severe consequences for the 
long-term viability of access to hospital outpatient diagnostic care. 
 
PHYSICIAN OFFICE PAYMENTS ARE UNSUSTAINABLE FOR IMAGING SERVICES 

 
Beginning in 2017, the Bipartisan Budget Act of 2015 will reduce Medicare reimbursement for all non-
grandfathered off-campus HOPD facilities from the Outpatient Prospective Payment System (OPPS) level 
down to the lower payment rates provided 
under other payment systems, such as the 
Medicare Physician Fee Schedule (MPFS).  
 
MPFS payment rates for diagnostic imaging 
services represent an unsustainably low floor 
for hospital outpatient payments, as together 
Congress and the Centers for Medicare and 
Medicaid Services (CMS) have leveled 11 
separate payment reductions on MPFS 
payments for imaging services over the last 
decade. In total, physician office payment 
rates for the ten most frequently performed 
Magnetic Resonance (MR) services under the 
MPFS fell by 61 percent on average between 
2006 and 2014, while MPFS payments for the 
ten most frequently performed Computed 
Tomography (CT) services declined by 42 
percent on average over the same period.  
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In addition to reductions in the standard Medicare payment rates for imaging services, Congress and CMS 
also established and have continued to expand a multiple procedure payment reduction (MPPR) policy 
that now reduces MPFS technical component (TC) payments by 50 percent for second and subsequent 
imaging scans that are performed on the 
same contiguous body part of a patient in 
the same session, on the same day.  

Ironically, one of the first MPFS payment 
reductions put in place during the decade-
long onslaught of physician office payment 
cuts was the so-called “Deficit Reduction 
Act cap” on MPFS payments, which applied 
its own distinct form of “site neutrality” by 
limiting maximum MPFS payments for 
imaging services, with the exception of 
mammography, to the OPPS rate.  

The cumulative effect of these MPFS 
payment cuts has caused the Medicare 
reimbursement amounts for these diagnostic 
services to fall steeply in real dollar terms, 
all while the inflation-related costs of 
providing services continues to rise. The 
result is a financial environment that is not viable for physician office imaging practices over the long 
term. In a 2012 survey of physician office imaging practices, more than one-third of respondents reported 
having to reduce the number of staff as a result of financial losses stemming from reduced MPFS 
reimbursement.1  

Contrary to the assertion that OPPS payment amounts for off-campus sites are too high, in the case of 
imaging services, it is clear that the payment differential between the OPPS and the MPFS is driven 
largely by the fact that Congress and CMS have artificially reduced MPFS payments down to severely 
inadequate levels with distinct payment policy changes, overriding the MPFS methodology, all while 
allowing for OPPS rates to follow the natural trajectory of the OPPS methodology.   

AMIC urges the Committee to exempt diagnostic imaging services from site neutrality.  Given the fact 
that continued MPFS payment reductions have significantly eroded the financial viability of physician 
office imaging practices, and the fact that HOPDs have higher compliance costs than physician offices, 
any expansion of the off-campus HOPD site neutrality policy could have dire consequences on Medicare 
beneficiaries’ access to critical diagnostic services.  

HOSPITAL OUTPATIENT DEPARTMENTS ARE FUNDAMENTALLY DIFFERENT THAN 

PHYSICIAN OFFICES 

By calling for hospital payment rate reductions to unsustainably low levels tied to physician office 
reimbursement, the site-neutral payment policies ignore the important differences in the care provided in 
each setting and the methodologies used in setting payment amounts in each site of service. Not only do 
HOPDs have to meet strict building code and facility licensing requirements, but these facilities have 
different service missions than physician offices and provide care for patients with characteristics that 
require demonstrably more resource intensive care. Moreover, as systems of reimbursement, the OPPS 
and the MPFS cannot be neatly compared when assessing payment rates for like services.  

                                                
1 Access to Medical Imaging Coalition, “2012 Provider Survey on Patient Access to Medical Imaging Services,” 5-6, Nov. 28, 
2012. Available at http://www.accesstomedicalimaging.org/2012/11/new-amic-survey-data-shows-2010-medicare-payment-cuts-
forcing-physician-practices-and-imaging-providers-to-reduce-patient-centered-jobs-and-forgo-technology-upgrades/  
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Different Units of Pricing in OPPS and MPFS: While the MPFS sets payment rates for a single service 
assigned to a single Healthcare Common Procedure Coding System (HCPCS) code, the OPPS establishes 
payment rates at an Ambulatory Payment Classification (APC) level, under which CMS classifies 
services into APCs on the basis of clinical and cost similarity, and sets a single payment amount for the 
APC, regardless of which service within the APC is actually performed. As a result, some services 
assigned to an APC will have higher costs than the APC payment rate, while others will have lower costs. 
Due to this APC grouping process, a simple comparison between an APC payment rate under the OPPS 
and an MPFS payment rate for a particular HCPCS code for one of the services classified to the APC fails 
to recognize the underlying multi-service rate-setting processes for prospective payment systems like the 
OPPS.  

Bundling & Packaging in OPPS vs. MPFS: More importantly, APCs are often subject to packaging and 
other bundling processes that are not consistently reflected in practice expense (“PE”) valuations under 
the MPFS. For instance, the OPPS established “Composite APC” policies for many imaging services. 
Under the Composite APC for MRI and Magnetic Resonance Angiography (MRA) for example, a single 
payment is made for any combination of two or more designated imaging procedures within the MRI and 
MRA imaging family on the same date of service. In essence, the OPPS makes a single payment under 
Composite APCs even if multiple imaging services are performed. Although the MPFS has an MPPR 
policy, there is no single MPFS bundled pricing arrangement analogous to the Composite APC for 
instances where multiple imaging services must be performed—and instead two separate payments 
continue made under the MPFS, albeit with a payment rate discount of 50 percent on the second imaging 
service.  

Similarly, it is misleading to compare APC pricing to MPFS pricing for a single HCPCS code because 
APCs reimbursed under the OPPS are subject to significant levels of “packaging,” under which CMS 
makes a single payment for a primary service that is intended to “include” the cost of ancillary services 
that are performed in conjunction with the primary service. Under packaging, these other ancillary 
services that are included on a claim with the primary service are not separately paid. By contrast, the 
MPFS often makes separate payments for both the primary service and the ancillary services.  For many 
imaging services, there are significant packaged costs associated with the APC payments, and many of 
these packaged items and services would be separately paid in MPFS. In the Medicare Payment Advisory 
Commission (MedPAC) report cited by the Committee, the Commission specifically noted the impact 
that OPPS packaging would have on making site-neutral payments,2 and actually recommended that 
Congress limit the application of site neutrality to only certain APCs that have low levels of packaging 
and packaged costs.  

Sources and Accuracy of Input Values for OPPS and MPFS Rate-Setting: Perhaps most importantly, 
OPPS payment rates are derived from cost report accounting submissions that are filed by all hospitals on 
an annual basis and audited for verification. By comparison, MPFS payment rates are based on relative 
values assigned to different services, as identified, among other methods, via unaudited survey data that 
are provided intermittently by a small sample of physician practices under the American Medical 
Association (AMA’s) Relative Value Scale Update Committee (“RUC”) survey of physician practice 
expenses. CMS has expressed concerns that these input values used to determine physician office PE 
reimbursement for services under the MPFS are inaccurate, and suggested that the data used to set OPPS 
payment rates were “more accurate” as indicators of the cost of providing services.3   Moreover, tying off-
campus HOPD payment rates to MPFS payments for services provided in physician offices fails to 
recognize the difference between cost and charge-based OPPS reimbursement versus the “relative value” 
basis under which MPFS rate-setting operates. Due to budget neutrality adjustment requirements in a 
relative value system, PE values for many services, including imaging services, must be annually re-set to 

                                                
2 Medicare Payment Advisory Commission, “June 2013 Report to Congress,” Ch. 2, 28-29, June 15, 2013. Available at 
http://medpac.gov/documents/reports/jun13_ch02.pdf?sfvrsn=0  

3 78 Fed. Reg. 74230 at 74247 (Dec. 10, 2013) 
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lower values in order to account for budget neutrality and the limited and defined pool of MPFS dollars. 
Despite the inherent differences in the two methods for determining reimbursement levels within the 
MPFS and OPPS, comments in this letter are not designed to address the importance or role of the AMA 
RUC, or Relative Value Units (RVUs), in general. 

Collecting Better Data on Off-Campus HOPD Operating Costs: Some observers have expressed 
concern over instances of hospital acquisitions of physician practices and the immediate conversion of 
those practices into OPPS-billing HOPDs. They argue that this immediate conversion is evidence that off-
campus hospital outpatient facilities have identical cost structures to physician office practices.  These 
observers then argue that this would justify reducing payments for all off-campus hospital outpatient 
facilities down to the physician office level. However, more data are needed to support this assertion 
about the cost structures for converted practices. More importantly, there is little evidence available at the 
present time to support the notion that all off-campus HOPDs as a whole (i.e. both converted physician 
practices and newly constructed facilities) have costs of care that are more closely analogous to 
independent physician office practices than traditional “on-campus” HOPDs.  Rather than arbitrarily 
setting off-campus HOPD payment rates at MPFS levels based on this unconfirmed assumption about the 
similarity of cost structures between off-campus HOPDs and independent physician offices, Congress and 
CMS should first concentrate on collecting data on off-campus HOPD costs to better inform 
policymaking on the appropriate rate at which to reimburse these facilities for their services. 

AMIC encourages the Committee to direct CMS to study and calculate the actual costs of providing 

care at off-campus facilities, relative to the cost of providing care at on-campus HOPDs, prior to any 

site-neutral policy changes.  This data collection could be accomplished through a modified cost 
reporting mechanism that separates out off-campus facility costs from on-campus facility costs, through 
the mandatory use of “subscription” on hospital cost reports for services delivered at any facility that 
reports the off-campus claims modifier (i.e. the “PO” modifier), which hospitals are required to begin 
including on Medicare claims this year. Specifically, for such off-campus outpatient facilities, CMS could 
require that, on Worksheet S of CMS Form 2552-10 in the hospital cost report, hospitals must subscript 
the “90” cost center to reflect a separate accounting of costs and charges in off-campus sites.  

EXEMPTION FOR APM PARTICIPANTS & OTHER ISSUES 

While the Government Accountability Office (GAO) report cited by the Committee notes that differential 
pricing between the OPPS and the MPFS provides an incentive to drive vertical integration of hospitals 
and physician practices,4 that report and related analyses fail to fully examine the extent to which new 
care delivery models and the development of alternative payment models (APMs) may also foster 
increased integration and the expansion of hospital outpatient service offerings in the off-campus 
community setting.  

Between CMS efforts to move providers increasingly into coordinated care models like Accountable Care 
Organizations (ACOs) and the incentives for physician participation in APMs that Congress created under 
the Medicare Access and CHIP Reauthorization Act of 2015, there is a strong delivery system reform 
impetus for integrating hospital and physician care across settings. Due to this emphasis on care 
coordination and the fact that many of these models require the assumption of financial risk for the cost of 
care for beneficiaries, some level of vertical integration across the care continuum is likely necessary for 
APM participating providers.  

To account for the benefits of integrated care that APM participants can provide, AMIC encourages 

the Committee to provide an exemption from the current site neutrality policy, as well as any future 

iteration of this concept, for any hospital that is participating in an APM which requires the 

assumption of financial risk for the cost of beneficiary care.  The downside financial risk that these 

                                                
4 Government Accountability Office, “Medicare: Increasing Hospital-Physician Consolidation Highlights Need for Payment 
Reform,” 16-17, December 2015. Available at http://www.gao.gov/assets/680/674347.pdf  
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hospitals assume through the APM will provide a sufficient incentive to control costs and deliver care in 
an efficient manner, which offsets any incentive that site-of-service payment differentials may create.  

Finally, while AMIC appreciates the existing grandfathering exception, the Coalition is concerned that by 
establishing an arbitrary cut-off date for grandfathered status based on commencement of OPPS billing, 
the site neutrality policy could create winners and losers amongst facilities at various stages of 
development and may not be the best approach to determining the scope of the grandfathering exception.  
 
Please do not hesitate to contact us at 202-239-3420 or at tim.trysla@alston.com should you have any 
questions concerning these comments. 
         

Sincerely, 
 
/s/ 
         
Timothy P. Trysla 
Executive Director, AMIC 
 
 
Cc: Frank Pallone, Ranking Member, House Committee on Energy & Commerce 
Gene Green, Ranking Member, Energy & Commerce Subcommittee on Health 


