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The Medicare Payment Advisory Commission (MedPAC) is required to annually review 
Medicare payment policies and make recommendations to the Congress. The 2012 report 
includes payment policy recommendations for 10 of the health care provider sectors in fee-for-
service Medicare. MedPAC also reviews the status of the Medicare Advantage (MA) plans and 
prescription drug plans (Part D) and makes recommendations as appropriate. Some of the 
Commission's recommendations for 2013 are listed below.  

Inpatient and outpatient hospitals 

• The Congress should increase payment rates for the inpatient and outpatient prospective 
payment systems in 2013 by 1.0 percent. For inpatient services, the Congress should also require 
the Secretary of Health and Human Services beginning in 2013 to use the difference between the 
increase under current law (projected to be 2.9 percent) and the Commission’s recommended 
update (1.0 percent) to gradually recover past overpayments due to documentation and coding 
changes. 

• The Congress should direct the Secretary of Health and Human Services to reduce payment 
rates for evaluation and management office visits provided in hospital outpatient departments so 
that total payment rates for these visits are the same whether the service is provided in an 
outpatient department or a physician office. These changes should be phased in over three years. 
During the phase-in, payment reductions to hospitals with a disproportionate share patient 
percentage at or above the median should be limited to 2 percent of overall Medicare payments. 

Physicians and other health professionals 

• The Congress should repeal the sustainable growth rate (SGR) system and replace it with a 10-
year path of statutory fee-schedule updates. This path is comprised of a freeze in current payment 
levels for primary care and, for all other services, annual payment reductions of 5.9 percent for 
three years, followed by a freeze. The Commission is offering a list of options for the Congress to 
consider if it decides to offset the cost of repealing the SGR system within the Medicare program. 

• The Congress should direct the Secretary to regularly collect data—including service volume 
and work time—to establish more accurate work and practice expense values. To help assess 
whether Medicare’s fees are adequate for efficient care delivery, the data should be collected 
from a cohort of efficient practices rather than a sample of all practices. The initial round of data 
collection should be completed within three years. 

  
•The Congress should direct the Secretary to identify overpriced fee-schedule services and reduce 
their relative value units (RVUs) accordingly. To fulfill this requirement, the Secretary could use 
the data collected under the process in recommendation 2 (above). These reductions should be 
budget neutral within the fee schedule. Starting in 2015, the Congress should specify that the 
RVU reductions achieve an annual numeric goal—for each of five consecutive years—of at least 
1.0 percent of fee-schedule spending. 



• Under the 10-year update path specified in recommendation 1 (above), the Congress should 
direct the Secretary to increase the shared savings opportunity for physicians and health 
professionals who join or lead two-sided risk accountable care organizations (ACOs). The 
Secretary should compute spending benchmarks for these ACOs using 2011 fee-schedule rates. 
  
Ambulatory surgical centers 
• The Congress should update the payment rates for ambulatory surgical centers by 0.5 
percent for calendar year 2013. The Congress should also require ambulatory surgical 
centers to submit cost data. 

• The Congress should direct the Secretary to implement a value-based purchasing program for 
ambulatory surgical center services no later than 2016. 
 
	  


