
CMS release of 2011 final payment rule for ASCs 11-2-10 
 
 
The Centers for Medicare and Medicaid Services (CMS) released the 2011 final payment rule for 
ambulatory surgery centers and hospital outpatient departments today. We are disappointed 
that CMS will continue to use the Consumer Price Index for all Urban Consumers (CPI-U) as the 
basis of the ASC inflation update. ASCs will receive a 0.2 percent across the board increase in 
ASC payments next year after taking into account the inflationary increase to the update factor 
and decrease resulting from the productivity adjustment mandated by health care reform. This 
is an improvement over the zero percent change that had been proposed because CMS has 
revised its estimate of the productivity adjustment downward. 
  
The rule, CMS-1504-F is posted at the Federal Register here, and the rule and accompanying 
files will be posted on the CMS website here.  Additional resources will be available soon at 
www.ascassociation.org/medicare2011.  
  
As you know, CMS has used CPI-U to update ASC payments since the payment system was 
originally implemented. Although MedPAC took a significant step forward earlier this year in 
declaring the CPI-U an inaccurate index for updating ASC payments CMS did not replace the 
CPI-U with the hospital Market Basket for purposes of updating ASC payments, a change which 
would provide a positive update for ASC payments consistent with MedPAC's 
recommendation. We have made significant strides in urging the agency to move in that 
direction and will continue to do so in the future.  Most recently we secured a letter from 32 US 
House members and a letter from 21 US Senators calling on CMS to follow the MedPAC 
recommendation.  In addition to the group letters, several additional members wrote individual 
letters. 
  
There are several important issues in the rule that we will be evaluating. In the interim, below is 
a brief overview of a few key points. 
  

1. Inflation Update: CMS estimates the change in CPI-U for 2011 will be 1.5 percent. The change in 
hospital market basket is projected to be 2.6 percent, but the reform law requires it to be 
reduced by 0.25 percentage points, leaving the HOPD update at 2.35 percent.  CMS highlighted 
in the final rule that many commenters suggested that the agency move to a different index.  
However, the agency is not convinced that they have sufficient information or need to 
implement a change in 2011. 

 
2.  Productivity Adjustment: As required by the health reform law, ASC rates will be reduced by a 

measure of economy-wide productivity gains (a 10-year rolling average calculated by the 
Bureau of Labor Statistics). In the final rule, CMS updated their estimate of productivity and will 
apply a reduction of 1.3 percentage points in 2011 instead of the 1.6 percentage point 
reduction that had been proposed, meaning the ASC update will effectively be 0.2 percent. This 
is inconsistent with MedPAC’s recommended update of 0.6 percent and an outcome we will 
continue to vigorously protest. Keep in mind that ASC rates will differ in 2011 due to several 

http://www.ofr.gov/OFRUpload/OFRData/2010-27926_PI.pdf�
http://www.cms.gov/ASCPayment/ASCRN/itemdetail.asp?filterType=none&filterByDID=-99&sortByDID=3&sortOrder=descending&itemID=CMS1240939&intNumPerPage=10�
http://www.ascassociation.org/medicare2011�
http://www.ascassociation.org/kleinletter.pdf�
http://www.ascassociation.org/kleinletter.pdf�
http://www.ascassociation.org/senatelettertocms�
http://www.ascassociation.org/2010supporters.pdf�
http://www.ascassociation.org/2010supporters.pdf�


other factors, including changes in the procedure’s relative weight, secondary rescaling and 
wage index changes.  
 
Many organizations, including the ASC industry, the American Hospital Association, and other 
providers urged CMS to be more transparent in their estimation of the adjustment and to scale 
back what many concluded were aggressive assumptions of productivity gains between 2008 
and 2010.  In the final rule, CMS did respond to concerns about the transparency of their 
process and recalculated the productivity adjustment.  The revised adjustment is lower by 0.3 
percentage points. 
 

3. Conversion Factor: After taking into account the update and productivity adjustments, CMS 
further adjusts the conversion factor to account for budget neutrality in the recalibration of the 
wage index. Taking this slight reduction and the 0.2% increase based on the ASC update factor, 
the ASC conversion factor rises from the CY 2010 ASC conversion factor of $41.873 to $41.939 
for CY 2011.  

 
4. Scaling of ASC Relative Weights: Each year, CMS applies a ‘secondary’ budget neutrality 

calculation to the ASC relative weights to ensure that changes to the APC relative weights used 
to determine HOPD rates do not result in an aggregate increase or decrease in ASC payments.  
The final rule establishes a scaling factor more favorable to ASC rates of 0.9238 (CMS had 
proposed the factor to be 0.9090).  Although the final rule was better than the proposed, the 
2011 factor is still significantly worse than the 2010 factor of 0.9567 partly due to the fact that 
these are the fully transitioned weights and partly due to increases in the OPPS relative weights 
for ASC procedures.   

 
5. Wage Index: CMS continues to use the pre-floor, pre-reclassified wage index to adjust ASC 

payments for geographic differences in the relative cost of labor. The differences in some 
markets starting in 2011 will be particularly pronounced because of a policy in the health 
reform law that sets the hospital wage index for inpatient and outpatient services in so-called 
“frontier states” at 1.0. The states affected by the frontier wage index policy include Montana, 
Wyoming, North Dakota, South Dakota and Nevada.  In the final rule, CMS recognizes this 
inherent divergence in the rates but suggests that the law prevents CMS from extending the 
policy to ASCs. 

 
6. Quality Reporting:  In spite of the clear imperatives in PPACA to increase transparency and 

improve the value of care across the health care system, CMS does not plan to even propose a 
voluntary quality reporting system for ASCs until "the CY2012 proposed rule." 

 
We were encouraged by the inclusion in this year's proposed rule of a set of measures for 
consideration.  Generally, CMS received positive feedback on the measures and agreed to 
consider the several concerns about measure specification and reporting burden that were 
raised. They also agreed to consider the specifications for the six measures for which the ASC 
Quality Collaboration collects data now. 

 



The final rule set an expectation that electronic health records would be part of future quality 
reporting.  However, they agreed to evaluate methods of quality reporting which would not 
require an EHR; acknowledging that many ASCs have not yet purchased or implemented EHR 
systems. 
  
7. Waiver of Beneficiary Cost-sharing for Certain Services: The health reform law waives the 
deductible and coinsurance for certain preventive services that are paid under the ASC 
payment system and have been recommended by the United States Preventive Services Task 
Force with a grade of A or B for any indication or population. This will affect several HCPCS 
codes for colonoscopies.  
 


