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When Pope Francis spoke to Congress 
on September 25, 2015, no one predicted 
his visit would set into motion a chain 
of events that would eventually lead to 
significant changes in HOPD payment. 

Just a day after the Pope spoke to 
Congress, Speaker John Boehner sent a 
shock through the political world when 
he announced that he would resign at 
the end October 2015. Boehner openly 
admitted that it was a personal goal of his 
to have the Pope address Congress, and 
saw the historic moment as an opening 
to resign on a high note. But Boehner’s 
resignation was more than achieving a 
personal goal, it was a concession to some 
of his fiercest critics in Congress and led 
directly to passage of a major budget bill 
that had been stalled for months.

Despite increasing opposition to his 
leadership from within the House GOP 
Caucus, Boehner wanted to complete a 
budget agreement prior to his departure. 
He essentially had two choices: 

1. Pass a budget package that fiscal con-
servatives liked, only to have it vetoed 
by the President or die in the Senate 
and risk the political fallout of default-
ing on the debt; or 

2. Strike a budget deal with Democrats, 
avoid default, and try to get some con-
cessions on spending limits in exchange. 

As we now know, Boehner chose the 
second option. 

The budget package, formally known 
as the Bipartisan Budget Act of 2015, 
passed the House 266-167 with over 
two-thirds of Republicans voting against 
it, and the Senate 64-35 with 35 Repub-
licans voting against it. President Obama 
signed the bill into law on November 2, 
2015 just one day before the Treasury 
Department estimated that the Federal 
Spending would surpass the debt limit. 

While many in the national media 
focused on the long term fiscal impact 
of the budget deal, little attention was 
paid to a provision that for the first time 
established what has come to be known 
as “site neutral payment” policy. 

For months leading up to the budget 
deal, many members of Congress and 
the Medicare Payment Advisory Com-
mission (MedPAC) had been expressing 
concern about the growing trend for hos-
pitals to purchase physician practices and 
have them certified as off-campus hos-
pital outpatient departments (HOPDs). 
Several media outlets had done stories 
in 2015 about physician offices being 
purchased by hospitals, converting to 
HOPDs, and charging Medicare double 
or triple what that practice charged for a 
service when it was “physician owned.” 

Table 1 provides an example of the 
financial impact on the technical com-
ponent of selected imaging procedures 
being changed from the Physician Fee 
Schedule Technical Component (PFS TC) 

based payment to the Hospital Outpatient 
Prospective Payment System (HOPPS) 
rate for an off-campus hospital outpatient 
department.

In response to the growing pressure to 
do something about this, the Bipartisan 
Budget Act of 2015 included a provision 
(section 603) which states that any off-
campus HOPD established after Novem-
ber 2, 2015 is ineligible for payment under 
the HOPPS beginning January 1, 2017. 
Instead, these facilities will be paid under 
the Physician Fee Schedule (PFS) or, in the 
case of a surgery facility, the Ambulatory 
Surgical Center (ASC) Payment System.

Because PFS and ASC payments are 
typically lower than HOPPS payments, 
it is estimated that calendar year 2017 
Medicare Part B expenditures will be 
$330 million lower than previously 
estimated. 

A February 2016 letter released by 
the House Energy and Commerce Com-
mittee provides some of the rationale 
behind this new policy: “In principle, the 
Medicare program should pay the same 
amount for the same service, regardless of 
the setting in which it is provided, unless 
payment differentials are justifiable by 
differences in patient mix, provider mis-
sion, or other justifiable factors.”1 

AHRA, along with many hospital and 
hospital-affiliated organizations, opposed 
this site neutral policy and maintain that 
the payment differential is justifiable. 
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Congress likely understood the myriad 
operational and technical complications 
such a policy would create and, there-
fore, deliberately chose not to prohibit 
the movement or expansion of excepted 
off-campus PBDs in any way. 

Future Outlook
This is not the last we will hear about 
Congressional efforts to adopt a site 
neutral approach to Medicare payment 
policy. It is a certainty that proponents 
of a site neutral policy will push to pro-
hibit all off-campus HOPDs from billing 
under the HOPPS payment model. They 
will likely seek to require these sites to 
bill using the PFS or ASC. 

AHRA and others will continue to 
oppose expansion of the “site neutral” 
policy and will notify members of how 
they can help convince Congress and 
CMS that expanding the site neutral 
policy is bad for patients and bad for 
providers. 
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CMS, the agency sought public comment 
on a proposal to expand the new law to 
prohibit certain grandfathered HOPDs 
from billing under HOPPS in the future. 
Specifically, CMS has proposed revoking 
the grandfathered status of a pre-existing 
off-campus HOPDs if the HOPD relo-
cates or expands. 

In the proposed rules, CMS explains 
their rationale:2 

“…[we] are concerned that if we propose 
to permit excepted off-campus [provider-
based departments] PBDs to relocate and 
continue such status, hospitals would be 
able to relocate excepted off-campus PBDs 
to larger facilities, purchase additional phy-
sician practices, move these practices into 
the larger relocated facilities, and receive 
OPP payment for services furnished by 
these physicians, which we believe section 
603 of Pub. L. 114-74 [Bipartisan Budget 
Act of 2015] intended to preclude.”

If CMS adopts this interpretation, 
any grandfathered off-campus PBD that 
relocates from the physical address listed 
as of November 2, 2015 would lose the 
ability to receive HOPPS rates. 

AHRA, in comments to CMS, strongly 
disagreed with the Agency’s interpreta-
tion of Congressional intent. There is no 
language in the Bipartisan Budget Act of 
2015 that would prohibit an excepted or 
“grandfathered” off-campus PBD from 
moving or expanding. We argued that 

Implementation of Site Neutral 
Payment Policy
The most important detail to note is 
that HOPDs billing for services before 
November 2, 2015 are grandfathered in 
and will still receive payments according 
to HOPPS. It should also be noted that 
Congress is considering a change to the 
effective date so that facilities “under 
construction” at the time Section 603 was 
enacted would also be grandfathered. As 
of the writing of this article, the legislation 
modifying the grandfather clause has not 
been enacted but was slated for consid-
eration during the November/December 
2016 “lame duck” session of Congress.

Although the site neutral policy 
adopted as part of the Bipartisan Budget 
Act of 2015 is limited to “new” facilities, 
those favoring a site neutral payment 
policy do not feel Section 603 went far 
enough. MedPAC and many influential 
members of Congress will continue to 
press to expand the site neutral policy for 
all sites of service as noted in the Energy 
and Commerce Committee letter. 

Next Steps
Now that the policy is the law of the 
land we must turn our attention to how 
it will be implemented by CMS. In a 
proposed rule issued earlier this year by 

 TABLE 1. Financial Impact on the Change from PFS to HOPPS

HCPCS 
Code Description PFS TC

HOPPS 
Rate

71020 Chest X-ray $16.83 $60.80

72147 MRI Chest/Spine $232.73 $454.32

70450 CT Head/Brain $73.40 $112.49

76700 Ultrasound abdomen $83.07 $153.58

73120 Hand X-ray $17.54 $100.61

70551 MRI Brain Stem $156.46 $272.83

72127 CT Neck/Spine $208.02 $235.95
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