AMERICAN ACADEMY OF
OTOLARYNGOLOGY-
HEAD AND NECK SURGERY

AAO-HNS SUMMARY OF THE EINAL AMBULATORY SURGICAL CENTER (ASC)
PAYMENT SYSTEMS FOR CY 2014

On November 27, the Centers for Medicare & Medicaid Services (CMS) released its final rule for Medicare’s hospital
outpatient prospective payment system (OPPS) and ambulatory surgical center (ASC) payment system. The Academy
will submit comments to CMS on the OPPS/ASC proposed rule by the January 27, 2014 deadline.

Important 2014 policies Impacting Otolaryngology- Head and Neck Surgery In the ASC setting:

Background on ASCs: CMS performs an annual review of the legislative history and regulatory policies regarding
changes to the lists of codes and payment rates for covered surgical procedures and covered ancillary services in an
Ambulatory Surgical Center (ASC) setting. Covered surgical procedures in the ASC setting are defined as procedures that
would not be expected to pose a significant risk to beneficiary’s safety when performed in an ASC and that would not be
expected to require active medical monitoring and care at midnight following the procedure. CMS reviews the ASC
payment system to implement applicable statutory requirements and changes arising from continuing experience with this
system. In the final rule, CMS finalized relative payment weights and payment amounts for services furnished in ASCs,
and other rate setting information for the CY 2014 ASC payment system.

1. ASC 2014 Proposed Payment Rates:

For CY 2014, the ASC conversion factor will increase 1.2% — this reflects the updated consumer price index (CPI-U) (a
consumer price index for all urban consumers) of 1.7%, minus the projected multifactor productivity adjustment of -0.5%
required by the ACA, and results in a proposed increase in the conversion factor from $42.917 in 2013 to $43.471 in
2014. The table below reflects the major categories of procedures in the ASC setting, the amount paid to each of those
settings in 2013, and the estimated percentage change in payments to those categories for 2014. Of note, Otolaryngology
procedures fall within several of the key categories, including Eye, Integumentary, Auditory, Lymphatic, etc.

Surgical Specialty Group Estimated 2013 ACS Payments (in Millions) Estimated 2014 Percent
Change

Total $3,675 1%
Eye and ocular adnexa $1,501 1%
Digestive system $744 5%
Nervous system $566 -3%
Musculoskeletal system $454 0%
Genitourinary system $160 3%
Integumentary system $133 4%
Respiratory system $46 14%
Cardiovascular system $32 1%
Ancillary items and services $21 -11%
Auditory system $12 3%
Hematologic & lymphatic $6 9%
systems

New ASC Covered Surgical Procedures for 2014

CMS approves four new procedures for coverage in the ASC setting in CY 2014. Notably, two of these procedures are
commonly performed by ENTs: CPT 60240 thyroidectomy, total or complete and 60500 Parathyroidectomy or
exploration of parathyroid(s). Both codes were assigned an ASC payment indicator of G2, meaning: Non office-based
surgical procedure added to ASC list in CY 2008 or later; payment based on OPPS relative payment weight. CMS also
flags new CPT code 64617 Chemodenervation of larynx as temporarily office-based for CY 2014 and assigns it a
payment indicator of P3, meaning the payment rate is capped at the MPFS practice expense rate.

Surgical Procedures Designated as Office Based
Annually, CMS proposes to update payments for office-based procedures and device-intensive procedures using its
previously established methodology. Office-based procedures are defined as surgical procedures which are utilized more




than 50% in the physicians’ office. For CY 2014 CMS permanently identified three additional procedures as office-based
and has reviewed information for the eight procedures finalized for temporary office-based status last year. None of the
services discussed relate to our specialty. The Academy, however, continues to track policy change in this area as several
ENT services were added to this list in 2013 rulemaking.

2. ASC Quality Reporting Program:

Quality Program: In 2012, CMS finalized the implementation of an ASC quality reporting program (ASCQR) which will
begin with 2014 payment determination. Quality measures have been adopted for the calendar years (2014-2016).

The measures can be found at:
https://www.qualitynet.org/dcs/ContentServer?c=Page&pagename=QnetPublic%2FPage%2FQnetTier2&cid=122877249
7737 . For 2014 reporting, CMS finalized three new measures for inclusion for CY 2014 in the ASCQR program. None
of the new measures are applicable to our specialty.

Payment reductions: In this rule, CMS continues their proposal to apply a 2% payment reduction for ASCs who fail to
properly report their quality data in CY 2014. Penalties will be applied in CY 2016 payments based on 2014
reporting.

Administrative Requirements:

e Data submission for some of the ASCQR measures can be done via a web-based tool. This requires designation of
QualityNet security administrator and account. CMS urges ASCs not to wait until the deadline to apply and suggests
allowing 4-6 weeks prior to submitting any data, for approval and processing of documentation. ASCs must have an
account by August 15, 2014 to avoid penalties in their 2016 payments. Users can enroll via the QualityNext Portal
beginning July 1, 2013.

e For the 2016 penalty determination, CMS proposes that ASCQR requirements will apply to all ASCs designated as
open in the Certification and Survey Provider Enhanced Reporting (CASPER) system at least 4 months prior to the
beginning of data collection on January 1, 2014.

o CMS finalizes a new minimum case threshold of 50% for all claims meeting measure specifications. They make an
exception, however, for ASCs with low rates of Medicare patients and note that if the CY Medicare claims are less
than 240 during 2013, they will not be required to participate in the reporting program for 2014, and subsequently will
not be penalized in their 2016 payments.

Additional Resources: To access the full final rule for CY 2014 click:
http://www.ofr.qov/(X(1)S(vp32025ckyhpvspfpzx3owe4))/OFRUpload/OFRData/2013-28737 Pl.pdf.
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