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PROCEEDTINGS

[10:47 a.m.]

DR. CHERNEW: Welcome, everybody, to the January
MedPAC meeting. We have a very packed and important
agenda. We are going to start with a series of sessions
about the update recommendations, building on our meetings
from December. The first topic we're going to discuss is
going to be the hospital inpatient and outpatient update
and a little bit of the mandated report on post-acute care
transfer policy.

So, without further ado, I'm going to turn it
over to Alison to kick us off. Alison?

MS. BINKOWSKI: Hi. Good morning. The audience
can download a PDF version of these slides in the handout
section of the control panel on the right-hand side of the
screen. This presentation will provide a very brief
summary of our December 2020 presentation that assessed the
adequacy of Medicare's payments for hospital services,
followed by two forecast updates since our December
meeting. The presentation will then conclude with a draft
recommendation for updating hospital payments in 2022 as

well as the results of a mandated report on expanding post-
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acute care transfer policy to hospice. Additional details,
including additional information on the characteristics of
relatively efficient hospitals requested by Commissioners
are in the mailing materials.

Numerous MedPAC staff made significant
contributions to this work. In addition to those staff
listed on the slide, we would also like to thank Brian
O'Donnell and Sam Bickel-Barlow.

As a reminder, MedPAC assesses the adequacy of
fee-for-service Medicare payments by looking at four
categories of payment adequacy indicators: beneficiaries'
access to care, quality of care, provider's access to
capital, and Medicare payments and providers' costs. The
specific set of indicators used for hospitals are
enumerated on this slide.

Based on these indicators, we will present the
draft update recommendation for IPPS and OPPS base rates in
fiscal year 2022.

As we noted in December, a key difference from
prior years, both for hospitals and all other sectors, is
the coronavirus public health emergency which has had

tragic effects on beneficiaries' health and the health care
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workforce and material effects on hospitals and other
providers.

As in past years, to recommend payment updates
for the upcoming year, we start with indicators of payment
adequacy based on the most recent available and complete
data, which this year is generally 2019. We then consider
preliminary newer data from 2020 and evaluate current law
and expected environmental changes in 2020, 2021, and 2022
to develop the draft update recommendation for 2022.

To the extent the coronavirus effects are
temporary or vary significantly across providers, they are
best addressed through targeted temporary funding policies
rather than a permanent change to all providers' payment
rates in 2022 and future years.

As we described in December, indicators of
hospital payment adequacy were generally positive.
Specifically, beneficiaries maintained good access to
hospital care, as indicated by hospitals' aggregate
occupancy rate remaining stable in 2019 at 64 percent,
hospitals' marginal profit on Medicare inpatient and
outpatient services remaining over 8 percent, and fewer

closures in 2020 than in 2019. The quality of hospital
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care improved modestly, including modest decreases in risk-
adjusted mortality and readmission rates. Hospitals'
access to capital improved in 2019, including the aggregate
all-payer total margin reaching a record high of 7.6
percent, and hospitals' aggregate Medicare margin remained
negative in 2019 but improved, including the margin of
relatively efficient hospitals increasing to near zero.

And we project that hospitals' margin will continue to
improve in 2021.

Since our December meeting, there have been two
key changes. First, CMS reduced its forecast of the 2022
update to hospital rates under current law; and second,
Congress extended the suspension of the Medicare
sequestration, which affected our projection of hospitals'
Medicare margin in 2021.

Since December, CMS updated its forecast of
changes in the annual update to hospital payment rates for
2022 from 2.7 percent down to 2.4 percent. Specifically,
CMS decreased its estimate of the market basket 0.1
percentage points and increased its estimate of
productivity growth by 0.2 percentage points.

As a reminder, this is still just a forecast.
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The actual update in 2022 will depend on the most recent
forecasts at the time the IPPS final rule is published in
summer of 2021.

As in December, we project that IPPS hospitals'
overall Medicare margin will increase from its 2019 level
of minus 8.7 percent. However, with the suspension of the
2 percent sequestration on Medicare payments extended
through March 2021, we have updated our estimate of IPPS
hospitals' overall Medicare margin in 2021 to minus 6
percent.

On the environmental front, since early 2020, the
coronavirus has been a human tragedy. It has also affected
hospital services, as described in more detail in your
mailing materials.

In particular, inpatient and outpatient volume
declined in April 2020, followed by partial summer rebounds
that varied by type of service. Some more details are in
your mailing materials

The collection of quality data was suspended,
making it hard to assess the quality of hospital care

Hospitals' access to capital remained strong due

to federal support of over $70 billion in supplemental
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funds to help hospitals rise to the pandemic challenge. As
of now, we find no evidence of widespread financial
struggles at hospitals in 2020; however, the circumstances
of individual hospitals may vary substantially. Some
hospitals may have struggled with access to capital, while
several large hospital systems have returned some relief
funds they received as they exceeded their pandemic related
losses.

We estimate that both Medicare payments and costs
per stay increased in 2020, as Congress increased Medicare
payments to help offset hospitals' increased costs during
the public health emergency, including the suspension of
the 2 percent sequestration and a 20 percent increase for
COVID-19 inpatient stays.

While the third wave of the coronavirus is having
tragic effects on beneficiaries and health care workers,
the increased cases have not necessarily hurt hospitals'
financial performance.

In conclusion, while the effect of the
coronavirus on hospitals varied substantially across
hospitals and time periods, at this time, we do not

anticipate any long-term changes to the hospital landscape
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that will persist past the end of the public health
emergency and therefore warrant inclusion in the annual
update to hospital payment rates.

With those updates and environmental changes in
mind, we turn to considerations for the draft
recommendation. These include maintaining payments high
enough to ensure beneficiaries' access to care and close to
hospitals' cost of efficiently providing high-quality care,
maintaining fiscal pressure on hospitals to constrain
costs, and minimizing differences in payment rates across
sites of care consistent with our site-neutral work.

Clearly, there are tensions between these
objectives that require a careful balance in the draft
recommendation.

Furthermore, as we mentioned previously, to the
extent the COVID-19 public health emergency continues, any
needed additional financial support should be targeted to
affected hospitals that are necessary for access and done
outside the annual update process.

With that, the draft recommendation reads "For
fiscal year 2022, the Congress should update the 2021

Medicare base payment rates for acute care hospitals by 2
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percent."

Recall that there was a lower increase in 2019,
1.35 percent, and hospitals maintained their patient care
margins. Therefore, we believe that hospitals will be able
to maintain or increase their margins in 2022 with the
draft update.

The 2 percent update in the draft recommendation
along with the 0.5 percent statutory increase to inpatient
payments would result in a net update to inpatient payment
of 2.5 percent, while the update to outpatient payments
would be 2 percent.

Together with our standing HVIP recommendation,
the removal of the current quality program penalties would
increase inpatient payments by an additional 0.8 percent,
for a net update of 3.3 percent for inpatient payments,
above estimated current law. The outpatient update would
be 2.0 percent, below estimated current law. The combined
result is estimated to increase spending relative to
current by between $750 million and $2 billion in fiscal
year 2022 and between $5 billion and $10 billion over five
years.

We do not expect these changes to affect
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beneficiaries' access to care or providers' willingness to
treat Medicare beneficiaries relative to current law.

Lastly, we also want to remind you on results of
a mandated report. The Bipartisan Budget Act of 2018
mandates that MedPAC evaluate the expansion of the post-
acute care transfer policy to hospice and its effect on
beneficiaries' access to hospice service and on hospital
payments.

Under the post-acute care transfer policy, IPPS
hospitals receive per-diem payments for certain conditions
instead of the full amount when a Medicare beneficiary has
a short inpatient stay and is transferred to a post-acute
care setting.

Starting in 2019, hospice was added to the
existing list of post-acute care settings to which the
transfer policy applies. Our analysis indicates that the
policy change produced savings, about $300 million in
fiscal year 2019, without any discernable changes in
Medicare beneficiaries' timely access to hospice care.

And with that, I turn it back to Mike.

DR. CHERNEW: Great. Thank you so much.

We're about to move to a vote. First, let me ask
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if there are any -- I will make a comment in a minute, but
let me ask if there are any other comments that folks might

want to make before we move to a vote or before hearing my

comments.

DR. RILEY: Yes. Mike, this is Wayne. I have a
question.

DR. CHERNEW: Wayne, please.

DR. RILEY: Yes. Good morning, Commissioners.

Alison, thank you for your presentation. Just a
question on the sequestration moratorium. From my read of

it, it appears that there's a difference between the
moratorium applied to inpatient versus outpatient because
of the use of the federal fiscal year in one of those and
the calendar year in the other. So just from my read of
it, it looks like there will be a difference in terms of
the sort of protection that the moratorium on the
sequestration will have on those two sort of buckets of
hospital activity. Can you expound on that, please?

MS. BINKOWSKI: So you're correct that the
suspension was extended through the end of March 2021 in
inpatients on a fiscal year basis while outpatients are on

a calendar year basis. For the purposes of our projected
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margin, which we do at an aggregate hospital level across
all services, we do that on a fiscal year basis.

DR. RILEY: Very well. Second question would be
you mentioned that that does not look -- that you see no
evidence, that the staff sees no evidence of sort of a
negative impact to hospital margins vis-a-vis the public
health emergency. Can you walk us through how you derived
at that Gestalt around that?

MS. BINKOWSKI: I can, but I'll let Jeff jump in
to say something more articulate.

DR. STENSLAND: I would say this is when we did
this in the fall, where we looked at how much did the
reduction in certain services like scheduled surgeries and
that kind of thing, which certainly had a big hit on
hospitals in the spring, and then we looked at, well, how
big was that hit relative to the aid that the hospitals
received through the pandemic relief funds. And I think in
the fall, we talked about that and it looked like there may
be some differences amongst hospitals, but on average, we
didn't see anything that was clear that was going to be a
net -- a big negative. And then we saw some big systems,

HCA and Mayo, reported that they recovered faster than they
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thought and gave a lot of the money back, and so it's not
clear right now how much of that money that was given back
will be recycled to other providers. And that's pretty
much as much of the data that we have through the third
quarter of 2020.

Now, the fourth quarter has ended, but we haven't
actually seen those results yet of what happened in the
fourth quarter. And it may be better; it may be worse.

When we looked back at the results from early on
in the year, it wasn't that clear that hospitals that were
in areas of the country where there was lots of COVID did
worse financially than hospitals in the country where there
was less COVID. I think it was certainly a tragedy not
just for the patients but for all those employees of those
hospitals that we're dealing with.

In some cases, we saw that if you were in a high-
COVID area, your revenue declines were lower than if you
were in a low-COVID area because you did get some revenue
from your COVID patients, which is not something that
anybody wants to happen, but it is what happened.

So that's kind of all the puts and takes that

come in there to say that it's not a clear -- it's not
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clear how much of a financial hit there will be from
hospitals, and it's not clear if the hit will be worse,
bigger than the amount of funds that they get through the
pandemic relief funds.

Again, this is a tragedy for the patients, a
tragedy for the employees, but it's not clear it's a
tragedy for the hospital finances at this point.

DR. CHERNEW: Okay. Wayne, I think you're muted.

DR. RILEY: Yeah. Jeff, thanks for that.

Not to belabor this, but I do have concern about
safety net and community hospitals. They're less likely to
have the financial sort of glide path, given their smaller
footprint than the bigger systems. So just a cautionary
note that I would like to mention, I think one of the
biggest concerns I have leading an institution with a
safety-net teaching hospital is the labor cost, i.e.,
nursing. We're going to have sort of a challenge over the
next two years because some nurses have thrown in the
towel. They're cutting hours.

One of the bedrocks of care and quality in a
hospital is the nurses, not so much us doctors, but nurses.

I see my nursing colleagues smiling because I learned that
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a long time ago, especially your interns. Nurses really
make the best caregivers, and they do more work than we
ever have acknowledged in hospitals.

So I'm worried about labor costs going forward.
I'm worried about a post-COVID hangover or overhang on
certain sectors of the hospital industry that care for
Medicare beneficiaries. So I would just say that as a
commission, we need to have our antenna up about that going
forward. So thank you for that.

DR. CHERNEW: Wayne, first, I agree, and we are
definitely challenged in the environment we're in. We've
tried to make a recommendation accordingly for what we
think will be doing on in 2022, but your points a very well
taken. And we will be continuing to monitor all of this
going forward.

Remember this is a shorter session in the path
because a lot of the material was present in December, and
so we only have about 10 more minutes left. And that
includes the vote. I have two people on the list, and if
you could be short and if we could go through that, that
would be great. The first is going to be Bruce, and then

we're going to have Jon Perlin, so Bruce.
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MR. PYENSON: Yeah. Thank you very much.

Alison, I wonder if you could go to the summary slide.

I've got a context gquestion, or perhaps presentation
question. Of course -- let's see. I'm sorry. The summary
of the recommendation, which shows the inpatient and the
outpatient detail, along with the HVIP. Of course, I'm
hopeful and even optimistic that the standing HVIP
recommendation will occur.

So my question is, why isn't the recommendation,
that it's 2 percent update, but if HVIP is implemented then
it's a 1.2 percent update? And maybe that's a question for
Mike.

DR. CHERNEW: Yeah, I can answer that question.
So the first point is the assessment of the criteria,
including things like the margin for the efficient hospital
in 2022, are all based on the 2 percent update. So, for
example, the estimate would be, recognizing all of the
noise and how hard it is to do this estimate, that with the
2 percent update alone the efficient hospital would have a
positive margin in 2022. There's a lot of noise around
those types of things, and Wayne points out some of the

challenges legitimately.
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The HVIP recommendation, which is a separate
recommendation, was made in the past. It is still a
standing recommendation. It is a general rule. We don't
tie all of our recommendations together. It's too
difficult, as a matter of course, to say if you take
Recommendations A and B, then our Recommendation C would be
this, or vice versa. So I think you should think about
these as separate recommendations, where the criteria
applied to this recommendation is the criteria we use for
all of the updates, and the HVIP recommendation, which is
discussed in much more detail in the chapter where we made
the HVIP recommendation -- that was a previous cycle —-- is
there, and we will continue to do that. Obviously, if the
HVIP recommendation were implemented, that would affect the
results for future updates.

But you would view the recommendations as, in
some sense, standalone, but that being said, if both were
adopted then you would see the information that's on the
slide. I'm not sure if that was a good enough answer. It
was a longer answer given I wanted everybody to be brief,
and even worse I'm going to ask Jim if he wants to say

anything else.
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DR. MATHEWS: So again, the current iteration of
the recommendation reflects our best assessment as to where
the Commission as a whole was at the December meeting,
where there was some appetite for both the 2 percent update
for inpatient and outpatient but a preponderance of
Commissioners who also expressed rerunning the prior HVIP
recommendation alongside. Had we not done that, the
impacts of the update recommendation alone, shown on the
slide, would have resulted in a reduction in payments to
hospitals relative to current law, and I do not think that
was the thinking of the majority of the Commissioners at
the December meeting.

MR. PYENSON: Well, I'm -- well, thank you for
the explanations. I'm concerned that the optics of this
present an upside that's perhaps not our intent. But thank
you.

DR. CHERNEW: Jon Perlin.

DR. PERLIN: Well, thank you, and let me thank
the staff for a very thoughtful and generally well-
researched chapter. And let me just say at the outset that
I'm going to support the recommendation of the Chair.

But respectfully I'm going to defer on the
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assessment that the effects of coronavirus are temporary.
Heaven help us. We believe coronavirus, COVID, is
temporary, but I think the health system is forever
changed. We'll deal with that in areas such as telehealth
on the positive side, but some of the durable effects are
going to leave a somewhat wounded provider candidate.

Let me just put the context -- and I want to also
emphatically agree that our policy has to support the
durable context, not the things that we believe are
transient. But I want to enumerate the things that do
converge in 2021 and 2022, the year, of course, we're
making the recommendation for, that the hospital
environment will be facing.

So the moratorium on the sequester ends at the
end of March for both outpatient and inpatient, and that is
essentially a 2 percent hit, in real terms, to the
revenues. Second, on the CARES Act -- and thanks, Jeff,
you mentioned that our organization happened to return all
of the funds, so I think I can say this with a broader
perspective -- which is that for those entities that
actually haven't repaid the accelerated payments on their

Medicare, which helped to tide them through the difficult
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period of very decreased volume, there is a 25 percent
garnishment going to a 50 percent garnishment, terminating
at 29 months, that actually comes due with interest. So
these things converge, so you could actually have
tantamount to a 52 percent negative update against what
we're recommending.

There are also, I think, some transient effects
when we look at 2020 and the effect of COVID. You
mentioned the HRSA supplement for taking care of complex
COVID patients. That, of course, corresponds to the
duration of public health emergency. Second, and, you
know, it's been well reported, and you've indicated this as
well, is that Medicare beneficiaries stayed away from
health care because of concerns about entering the hospital
environment, which had the ultimate effect, not only at the
outset, of decreasing all volume, but ultimately
concentrating the volume of higher acuity on absolutely
unavoidable activities, and those tended to have higher
margins which were transiently not offset by the lower
margin activity. I just note that these factors converge.

Finally, I want to address labor. Dr. Riley

mentioned the impact on nursing. You know, there's been a
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lot of attrition. It's an absolute seller's market in the
environment, and I see some of my nurse colleagues nodding
their heads, that the compensation is unprecedented at the
moment.

By the way, in conjunction with the changes in
the physician fee schedule, certain of the hospital-based
physicians who themselves have lower volume on the pro
fees, actually are requiring greater supplementation from
the hospitals that also adds to the cost of operation.

To the point that was raised about HVIP, you
know, my recollection is that still requires statutory
change to get past the current penalty programs, and I'd
also note that HVIP is an earned incentive and will be
distributed differently, perhaps even further challenging
some of the rural or safety net or other vulnerable
hospitals.

Finally, in terms of the broader context on
quality, one of the things that we've seen proven to us is
a lack of surge capacity. I think our country needs to
take a look at whether we invest in just adequate or
capacity for expansion. You know, this doesn't support

that sort of surge capacity that we would all want.
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And finally, in the chapter, it notes that 80
percent of costs are variable. What are variable costs?
The variable cost is labor, and there are only three ways -
- fewer individuals, lower paid individuals, or supplement
by capital-intensive technologies. And I just draw this
out not because I don't support the recommendation. I do,
because I agree with the philosophy of the durable policy
matching the durable need, and I think that's right. But I
do, for these reasons, diverge on the assessment that the
effects of coronavirus are not longer lasting. These are
bridges we'll have to cross in the future, but I just felt
compelled to share a sort of ground-level view from an
organization that's not taking care of over 100,000 COVID-
positive inpatients, as some breadth of perspective.

Thanks so much.

DR. CHERNEW: Yeah. Jon, thank you so much. I
want now to call this to a vote in our wvirtual environment.
And I think the way this is going to work is Dana Kelley,
you are going to call folks' names and folks are going to
vote. So Dana.

MS. KELLEY: Okay. If everyone could just answer

with yes, meaning you support the draft recommendation; no,
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you do not;

vote.

Pa

DR

MS.

DR.

MS.

DR.

MS.

DR.

MS.

MS.

MS.

DR.

MS.

DR.

MS.

DR.

MS.

DR.

MS.

MR.

or indicate if you are abstaining from the

ul?

. PAUL GINSBURG: Yes.
KELLEY: Larry?
CASALINO: Yes.

KELLEY: Brian?

DeBUSK: Yes.

KELLEY: Karen?

DeSALVO: Yes.

KELLEY: Marge?
MARJORIE GINSBURG: Yes.
KELLEY: David-?
GRABOWSKI: Yes.

KELLEY: Jonathan Jaffery?
JAFFERY: Yes.

KELLEY: Amol?

NAVATHE: Yes.

KELLEY: Jon Perlin?
PERLIN: Yes.

KELLEY: Bruce?

PYENSON: Yes.
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MS. KELLEY: Betty?

DR. RAMBUR: Yes.

MS. KELLEY: Wayne?

DR. RILEY: Yes.

MS. KELLEY: Jaewon?

DR. RYU: Yes.

MS. KELLEY: Dana?

DR. SAFRAN: Yes.

MS. KELLEY: Sue?

MS. THOMPSON: Yes.

MS. KELLEY: Pat?

MS. WANG: Yes.

MS. KELLEY: And Mike.

DR. CHERNEW: Yes. So thank you, everybody, and
the comments were well taken and will continue to be
something that we monitor as we go forward. These are
really unprecedented times and they continue to be so. And
if T didn't express thanks to all of you for the work that
you're actually doing in providing care, let me do so now.
MedPAC is really important. Some of your other work might
be more so, but we really do appreciate it.

DR. CHERNEW: So we're going to transition now to
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discussing the updating rules for the physician other
health professional services chapter, and I think I'm
turning it over to Rachel. Rachel?

MS. BURTON: Good morning. In this session,
Ariel Winter and I will give a high-level recap of our
assessment of the physician fee schedule's payment adequacy
and the draft recommendation for 2022. We will also
identify new material added to our paper, which was sent to
Commissioners prior to this meeting, and contains more
information than we will cover here today. Our colleagues,
Geoff Gerhardt and Ledia Tabor, will be on hand to help
answer questions. As noted earlier, the audience can
download a PDF of these slides from the Control Panel on
the right side of their screen, under the Handouts section.

As a quick recap, the fee schedule is used to pay
physicians and other health professionals for about 8,000
different services. These fee schedule payments are on top
of payments clinicians may qualify for if they practice in
certain settings, such as a hospital or a nursing facility.
In 2019, Medicare paid $73.5 billion to 1.3 million
clinicians for fee schedule services.

Under current law, there is no update to base
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payment rates for 2022, but clinicians can potentially
receive a positive or negative performance-based adjustment
to their payment rates if they are in the Merit-based
incentive payment system (or MIPS), or they can receive a 5
percent bonus if they are in an advanced alternative
payment model.

In response to Commissioners' comments at the
December meeting, we have added new information to our
draft chapter on physician payment adequacy.

Pat, you asked if we could break out some of our
access-to-care results by age groups. When we went back to
the office and checked with our survey vendor, it turned
out we could do this, so we now compare access for
beneficiaries of different ages, and find that there are
very few differences between them. We actually find that
the oldest beneficiaries tend to have slightly better
access than younger elderly beneficiaries. Specifically,
we find that in 2020, fewer beneficiaries in their 80s or
older reported being dissatisfied with their care, or
having difficulty finding a new primary care provider, or
foregoing care.

We have also reviewed more recent months of data
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on service volume and revenues in 2020, and find that these
have largely rebounded since the initial months of the
pandemic. Among Medicare beneficiaries, we find that
primary care visits and certain other services largely
recovered in the summer and remained steady through
November. For privately insured patients, we find that
revenues are now higher than they were at the same time
last year, and have been since July.

Our chapter now also identifies the percent of
Medicare beneficiaries who had a clinician encounter in
2019. It is 98 percent.

Since there was some interest in December in
addressing the imbalance between payments for primary care
clinicians and specialists, this slide provides a recap of
the Commission's prior work in this area and some future
plans.

In 2011, the Commission recommended that CMS
collect data to establish more accurate RVU values for
services. In 2015, we recommended that Medicare pay new
supplemental payments per beneficiary per month to primary
care providers. And in 2019, we recommended that CMS

collect better information on the specialties that APRNs
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and PAs practice in, so that we can determine what percent
of these clinicians are primary care providers. We are
currently unable to measure this using claims data.

In 2019, staff also presented information on
scholarships and loan forgiveness programs for primary care
providers, and then last November we presented findings
from interviews with stakeholders on other ways to attract
more physicians to primary care. At that last meeting,
Commissioners expressed interest in focusing on the
geriatrician workforce, which is what Ariel and I are now
researching and expect to come back to you on next cycle.

For context, we also note that in early December,
CMS finalized increases to the RVUs for E&M, office, and
outpatient visits. This will disproportionately benefit
primary care clinicians, and is consistent with the policy
in our June 2018 report.

CMS also proposed a new add-on code for E&M
visits, which we opposed. Since re-evaluations of codes
must be budget neutral, CMS planned to reduce the fee
schedule's conversion factor by 10 percent in 2021. 1In
late December, Congress delayed the new add-on code by

three years and provided about $3 billion to partially
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offset the reduction to the conversion factor. These
additional funds are only provided for 2021 and not in
subsequent years.

The net results of all of these changes is that
pay rates for E&M office visits will still increase, and
most other codes will experience only small reductions.

I'll now turn things over to Ariel.

MR. WINTER: Some Commissioners raised concerns
at the December meeting about payment differences between
settings, so this slide summarizes our prior work on site-
neutral payments. The issue is that Medicare often pays
hospital outpatient departments more than freestanding
physician offices for the same service, such as an E&M
office visit. This is because an HOPD service leads to two
payments: one for the HOPD and one for the clinician's
professional service, which is paid under the physician fee
schedule. So the total payment is higher than if the
service was provided in a physician's office.

Hospitals have responded to this incentive by
buying physician practices and converting them to HOPDs,
which increases Medicare program spending and beneficiary

cost sharing. For example, we estimate that in 2019,
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Medicare spent $1.4 billion more than it would have if
payment rates had been the same in both settings, and
beneficiaries' cost-sharing was $360 million higher.

To address this problem, the Commission
recommended aligning the total payments for E&M office
visits and selected other services by reducing HOPD rates.

In 2015, Congress reduced payment rates for all
services in new, off-campus HOPDs beginning in 2017.
Subsequently, CMS reduced rates for E&M visits in all off-
campus HOPDs beginning in 2019, but this policy is the
subject of ongoing litigation.

Please let us know if there's additional work
that you'd like us to pursue in this area.

Returning to our payment adequacy analysis,
payments appear to be adequate. Most beneficiaries report
good access to care even during the pandemic. The number
of clinicians billing Medicare is increasing, and the
number of clinician encounters per beneficiary is also
growing.

Turning to quality, it is difficult to assess the
quality of individual clinicians, but our findings using

population-based quality measures show opportunities for
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improvement. There is wide geographic variation in the
rates of ambulatory care sensitive hospitalizations and ED
visits, and there is substantial use of low-value care.

In terms of payments and costs for clinicians,
Medicare payments per beneficiary are growing. The MEI
continues to increase. The ratio of commercial payment
rates to Medicare rates for clinician services grew
slightly, and physician compensation from all payers has
been rising, although there are still substantial
disparities between primary care physicians and certain
specialties.

This leads us to the draft recommendation, which
reads: For calendar year 2022, the Congress should update
the 2021 Medicare payment rates for physician and other
health professional service by the amounts determined under
current law.

Current law calls for no update in 2022, but
about a million clinicians receive positive adjustments of
up to almost 2 percent under MIPS or get 5 percent bonuses
for being in an advanced alternative payment model.

In terms of implications, there would be no

change in spending compared with current law, and this
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should not affect beneficiaries' access to care or
providers' willingness and ability to furnish care.

This concludes our presentation, and I'll now
turn things back over to Mike.

DR. CHERNEW: Thank you. Again, we are in
another shortened session because of similarities where we
were before. I will have one quick comment possibly when
we get through, but first I want to go to Betty and then to
Larry.

DR. RAMBUR: Okay. Thank you very much. My
comment probably looks more towards looking forward, but I
think it's important to have it on the record.

The data in the material suggests that Medicare
beneficiaries are accessing primary care and that care is
increasingly delivered by nurse practitioners and PAs. And
I know we have recommendations about trying to encourage
more physicians to enter primary care. I'm personally not
overly optimistic about that. 1It's clear that medical
students and residents are not looking towards primary
care, and nurse practitioners and PAs are.

I'd just like to briefly share data: 89.7

percent of nurse practitioners are educated in primary
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care, but only 69.7 percent deliver primary care. That's
still a big number. But the difference there, I assume, is
also related to payment policy that favors specialty care.

We discussed physician compensation adequacy as
being a positive piece and noted the difference between
specialty physicians and primary care physicians, but
didn't note the large gap between primary care physicians
at 254,000 a year, nurse practitioners at 110,000, and PAs
at 111,000. So, looking forward, I think that it will be
important to include greater focus on those that are
increasingly delivering primary care, and the issue of
claims data that was mentioned is so important, and I know
you've gone on record, but just to say it again, it will be
critical that incident to billing is gone so that we can
really track these data more clearly by delivery of
services.

And, finally, I just wanted to share that,
according to 2020 data from the American Association of
Nurse Practitioners, even the nurse practitioners who are
not working in primary care, who are working specialty
area, 1it's often psych mental health or hospice and

palliative care.
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So I support our recommendation, but I do think
in the future we need to focus more broadly on the primary
care workforce.
Thank you.
DR. CHERNEW: Great, Betty. Thank you. Larry.

DR. CASALINO: Yeah, I'll support the

recommendation as well, and great work by the staff. I did
just want to emphasize -- I think I said this at the last
meeting -- the optics of current law which results in no

increase for the majority of clinicians doesn't sit well, I
think, with, let's just say, the physician labor force, and
I suspect not with advanced practitioners either. So I
hope we'll think about the current law in the future.
Current law is intimately tied to MIPS. I don't know if
there's anybody who thinks that MIPS is a success, really.
I know we've had recommendations about MIPS in the past,
and I would like the Commission, if possible, to try
thinking some more about MIPS and then the link to
physician fee schedule updates on a future agenda.

Then the only other thing I'll say is, again, if
need be, going forward, when these lawsuits are settled, I

hope the Commission will land again on neutrality in terms
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of site-specific payments for physician services. But I
will support the recommendation this year at least.

DR. CHERNEW: Larry, thank you, and it is a
continuing concern, the trajectory of physician updates
overall. I have a request to talk from Amol. Amol.

DR. NAVATHE: Thank you. So I just actually
wanted to pick up on Larry's points. I had an inkling of
where he was going to go. So I agree with his point, which
is in ongoing work it would be nice if we can consider
MIPS, and specifically if you think about how in some of
the other sectors, like in the hospitals case, even in our
recommendations, we describe what would happen if we
followed HVIP and what would happen if the penalties were
withdrawn.

In future work, it would be nice if we
considered, you know, what would happen hypothetically if
we could remove MIPS, since I think we're kind of placed in
an awkward situation here where the Commission has
recommended MIPS be stopped, and at the same time we're, of
course, having to understandably base our recommendations
right now based on MIPS continuing and what that means for

adjustments to physicians. And so as we go forward, it
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would be nice to articulate, you know, if MIPS were indeed
stopped, based on the Commission's recommendation, how
would we determine and then update the physician fee
schedule accordingly, the payment updates to the physician
side? I think it would be -- it would sort of behoove us,
the same way that we kind of do it for some other sectors
as we go forward, but I will support the recommendation
this time.

DR. CHERNEW: Amol, thank you. $So in a moment,
we're going to go to the vote. Let me say a few other
things just broadly, which is true for all of the other
sectors, by the way. The intent, of course, is to apply
our criteria across the board to the sometimes frustrating
activity of giving a uniform update recommendation, which
is what we are doing. And we do, as the HVIP and as MIPS,
have a series of other related recommendations. Some of
the things, for example, the E&M rule, move in directions
that we have been supportive of in other related work,
supporting primary care, for example, and we will continue
to do that.

So I very much hear the spirit that all three of

you raised about where we are going, and we are going to
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continue on that path to understand what's going on in the
market for professional services. So that is good. And I
think the key point here is right now, by the criteria that
we use, we seem to be okay with the recommendation where it
is. So I guess we'll find out as we are about to vote, but
at least that was the thinking in it. And by no means is
it meant to preclude the fact that we need to do a lot of
continued work on access, heterogeneity and access, what's
going on with MIPS, what's going on with the workforce
outside of the physicians, and all the things that have
been raised. I could not agree with those comments more.

So I'm now turning it back to Dana Kelley, whose
face has disappeared, but I assume she's still here.

MS. KELLEY: Okay. I will take the roll again.
Yes if you support the recommendation, no if you do not.
Paul?

DR. PAUL GINSBURG: Yes.

MS. KELLEY: Larry?

DR. CASALINO: Yes.

MS. KELLEY: Brian?

DR. DeBUSK: Yes.

MS. KELLEY: Karen?
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DeSALVO:

KELLEY:

MARJORIE GINSBURG: Yes.

KELLEY:

GRABOWSKI: Yes.

KELLEY: Jonathan Jaffery?
JAFFERY : Yes.
KELLEY: Amol?
NAVATHE : Yes.
KELLEY: Jon Perlin?
PERLIN: Yes.
KELLEY: Bruce?
PYENSON: Yes.
KELLEY: Betty?
RAMBUR: Yes.
KELLEY: Wayne?
RILEY: Yes.

KELLEY: Jaewon?
RYU: Yes.

KELLEY: Dana?
SAFRAN: Yes.
KELLEY: Sue?
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MS. THOMPSON: Yes.

MS. KELLEY: Pat?

MS. WANG: Yes.

MS. KELLEY: And Mike?

DR. CHERNEW: Yes.

MS. KELLEY: All right then.

DR. CHERNEW: All right then.

So we are now going to move to a series of
expedited voting sessions where we are going to lump a
number of groups together, a number of sectors together,
because largely the material is the same as we had in
December, and there was a reasonable consensus about where
we were or where we should go. And so we're going to
present these somewhat quickly, work through the votes on
them in an expedited manner with this session, and then
we'll follow up by another one, and then we're going to
move to some of the other broader topics that we will be
working through policy options and thinking about further
down the line.

So I'm not sure who I'm turning this over to
right now, but whoever has -- I think I heard "Dan."

MS. KELLEY: Yes, Dan Zabinski is up first. Dan,

B&B Reporters
29999 W. Barrier Reef Blvd.
Lewes, DE 19958
302-947-9541



10

11

12

13

14

15

16

17

18

19

20

21

22

41
are you on?

DR. ZABINSKI: Yep.

DR. CHERNEW: Okay, Dan, take it away.

DR. ZABINSKI: Thank you. Good morning. Let's
see. At the start I just want to say that the audience can
download a PDF version of the slides for each of the three
presentations in this session in the handout section of the
control panel. That's on the right-hand side of your
screen.

For ambulatory surgical centers, at the December
2020 meeting, we presented update information for
ambulatory surgical centers, or ASCs, and provided draft
recommendations.

In your updated draft chapter, we have added text
in response to some Commissioner comments from the December
meeting. In particular for Bruce, we edited a sentence
about adjustments to the ASC payment rates to maintain
budget neutrality in the ASC payment system.

And then for a number of Commissioners, we added
a footnote that explains some of the reasons for the large
differences in the number of ASCs that exist among states.

Reasons include differences in certificate-of-need laws
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among states and the global budget system for Maryland
hospitals.

So in today's presentation, we'll provide an
abbreviated version of the payment adequacy analysis for
ASCs that we presented in December.

First, important facts about ASCs in 2019 include
that Medicare fee-for-service payments to ASCs was $5.2
billion. The number of fee-for-service beneficiaries
served in ASCs was about 3.5 million. And the number of
Medicare certified ASCs was about 5,800. Also, since we
last met, CMS has updated the ASC payment rates by 2.4
percent for 2021.

Now, our analysis of ASC data shows that
indicators of payment adequacy are positive. For 2019 we
found that the volume per fee-for-service beneficiary
increased by 2.7 percent; the number of fee-for-service
beneficiaries served in ASCs increased by 0.9 percent; and
the number of ASCs increased by 2.5 percent. 1In addition,
Medicare payments per fee-for-service beneficiary increased
by 8.3 percent.

Also, the growth in the number of ASCs suggests

that access to capital has been adequate. For example,

B&B Reporters
29999 W. Barrier Reef Blvd.
Lewes, DE 19958
302-947-9541



10

11

12

13

14

15

16

17

18

19

20

21

22

43
there has been a fair amount of acquisitions and
partnerships with ASCs by corporate entities, which also
requires access to capital.

Measures of quality in ASCs improved from 2013
through 2017 and were largely unchanged from 2017 to 2018.
However, we do have some issues with the quality measures
in the ASC system. We believe that CMS should add more
claims-based outcomes measures, and we are concerned about
CMS' decision to delay use of the CAHPS-based patient
experience measures.

Finally, a limitation of our analysis is that we
can't assess margins or other cost-based measures because
ASCs do not submit cost data to CMS, even though the
Commission has frequently recommended that these data be
submitted.

So for the ASC update for 2022, we have two draft
recommendations.

First, for calendar year 2022, the Congress
should eliminate the update to the 2021 conversion factor
for ambulatory surgical centers. Given our findings of
payment adequacy and our stated goals, eliminating the

update is warranted. This is consistent with our general
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position of recommending updates only when needed.

The implication of this recommendation for the
Medicare program is that, relative to current law, it would
decrease spending by $50 million to $250 million over one
year and by less than $1 billion over five years.

Also, this recommendation is not expected to have
any effect on beneficiaries' access to ASC services or
providers' willingness or ability to furnish those
services.

Now, the Commission has long argued that ASCs
should submit cost data to help determine accurate payment
rates for ASCs and guide future updates. So, once again,
we have this draft recommendation: The Secretary should
require ambulatory surgical centers to report cost data.

The importance of this recommendation is that the
Commission has recommended this policy for over a decade.
At the same time, CMS has been largely neutral on
committing to collecting cost data from ASCs.

The Secretary could limit the burden on ASCs by
using a streamlined system of cost submission.

Implementing this recommendation would not change Medicare

program spending. We anticipate no effect on
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beneficiaries. However, ASCs would incur some added
administrative costs.

Now I turn it back to the Chair for discussion.

DR. CHERNEW: Okay. Thank you. I think we have
time for one comment, and I think the person who wants to
make that comment is Brian. And I think the way this is
going to work, Dana, just before Brian speaks, is we're
going to do each of these sequentially, so we're going to
go to the vote on ASCs before we go to the next sector. Is
that right, Dana?

MS. KELLEY: Yes, that's correct.

DR. CHERNEW: Okay. So, again, we're going very
quickly, so we'll have in the expedited voting session as
expedited comment, so, Brian.

DR. DeBUSK: Yes, thank you. I just wanted to
make one brief comment. I'm going to support the
recommendation as written, but I do hope in future work we
will revisit this idea that ASCs are growing at an adequate
rate.

You know, when I see 0.9 percent growth in
beneficiaries served and 2.5 percent growth in the number

of ASCs against a backdrop of a service that has 46 percent
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savings to taxpayers and to beneficiaries, to me that is
alarmingly low growth. If this were a program that was
just marginally less expensive or marginally beneficial
financially, I would understand it. But, you know, we're
in a Medicare world where 2 percent or 3 percent or 4
percent savings is huge, and this is a sector that's
offering 10 to 20 times those savings. So I do hope in
future work that we'll go back and revisit this with ASCs.

Thank you.

DR. CHERNEW: Brian, thank you, and I think we
should move on to the ASC vote, and I think that's the next
step. Then I think we'll move to dialysis. So, Dana, do
you want to go with the vote?

MS. KELLEY: Yes. For the first draft
recommendation regarding the update to the conversion
factor, Paul?

DR. PAUL GINSBURG: Yes.

MS. KELLEY: Larry?

DR. CASALINO: Yes.

MS. KELLEY: Brian?

DR. DeBUSK: Yes.

MS. KELLEY: Karen?
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THOMPSON: Yes.

KELLEY: Pat?

WANG: Yes.

KELLEY: And Mike?

CHERNEW: Yes.

KELLEY: And for the second recommendation

regarding the collection of cost report data for ambulatory

surgical centers, Paul?
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PAUL GINSBURG: Yes.

KELLEY: Larry?

CASALINO: Yes, capital letters, vehemently.
KELLEY: Brian?

DeBUSK: Yes, and I second Larry's capital

KELLEY: Karen?

DeSALVO: Yes. Friendly amendment to capital

an exclamation point.

KELLEY: Marge?
MARJORIE GINSBURG: Yes.
KELLEY: David?
GRABOWSKI: Yes.

KELLEY: Jonathan Jaffery?
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