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What is Site-Neutral Payment?

hen payments for health care services

are site-neutral, payment is based on

the service provided, regardless of
the setting. In contrast, with narrow exceptions,
Traditional Medicare’s payment systems for
ambulatory care are site-specific, meaning that
payment is based on the location where the service
is delivered. Medicare’s site-specific payments
for ambulatory care result in higher costs to the
Medicare program and beneficiaries for services
provided in hospital outpatient departments (HOPDs)
when they could be provided safely in a physician’s
office or other setting for less. Higher payments in
HOPDs have also contributed to hospital acquisition
of physician practices, %3 and an increase in the
share of ambulatory services provided in HOPDs.

Researchers and policymakers have released
numerous site-neutral policy options that would
align payments across settings, with the goal of
reducing program and beneficiary costs and reducing
incentives for further integration of hospitals and
providers. Savings estimates for these policies have
varied and are a function of differences in key design
features.* This chartbook provides background to
understand site-neutral payment for ambulatory
care, a policy framework for site-neutral payment
policy that arrays key design features, and analysis
of estimated payments and savings under different
site-neutral payment scenarios for select services.
As site-neutral policy continues to develop, this
framework offers a way to understand and compare
site-neutral policies and develop policies to achieve
their intended outcomes.

Credit: iStock
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Traditional Medicare’s Payment
Systems for Ambulatory Care

systems, the type of provider rendering a service

and the location of that service determine which of
Medicare’s prospective payment systems apply and
how much traditional Medicare and beneficiaries pay.

I n Traditional Medicare’s site-specific payment

Physicians’ services paid under the physician fee
schedule (PFS) are furnished in a variety of settings,
including physician offices, hospitals, and ambulatory
surgery centers (ASCs). Medicare pays a single rate
for most physicians’ services provided in the office.
When a service is provided in a facility, such as an
HOPD, Medicare pays the physician under the PFS

and makes a separate payment (sometimes called
the “facility fee”) to the HOPD for its costs such as
nursing, supplies and equipment, and rooms, using
the outpatient prospective payment system (OPPS)."
Under the OPPS, Medicare pays hospitals a fixed

rate for services grouped into Ambulatory Payment
Classifications (APCs). Each APC includes services,
identified by Health Care Common Procedure Coding
System (HCPCS) codes, which are similar clinically
and in cost to the facility. Payments for items and
services that are essential to a procedure or service
are bundled, or “packaged,” with the primary service
for purposes of payment.

Figure 1. How Medicare pays for ambulatory care: Office vs. HOPD
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Medicare payment systems:
Physician fee schedule

Medicare pays for services provided by physicians and
other health professionals using the Medicare PFS. The
PFS assigns rates to each service provided, identified
by HCPCS codes. PFS rates compensate physicians
and other health professionals for three components
of the cost of providing the service—physician work,
practice expense, and professional liability insurance
(Figure 2).
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For some services paid under the PFS, such as
diagnostic tests and radiology services, the PFS sets
separate rates for the technical and professional
components when different providers deliver them.
Facilities like diagnostic testing or imaging centers
may bill for the technical component when they
provide the equipment, facilities, and staff to deliver
a service. A physician or other eligible practitioner
may bill for the professional component when they
supply only the work and expertise required to
deliver a service. When billed separately under the
PFS, the two components together equal the full PFS
rate for the service.

Figure 2. Payments for services paid under PFS reflect three cost components

WORK
reflects physician
time and intensity in
furnishing the service

PRACTICE
EXPENSE

reflects direct and

indirect expenses,
excluding malpractice
expenses
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equipment. Indirect expenses include administrative labor, office expenses, and all other expenses.

=Sinino

Credit: iStock




Site-Neutral Payment for Ambulatory Care:
A Medicare Policy Framework

Medicare program payments for the same
service may vary based on the setting

For many services furnished in an HOPD, the
payment to the physician is lower than it is when the
service is provided in an office because the office-
based physician payment includes the higher non-
facility practice expense, while the HOPD physician
payment reflects the typically lower facility practice
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expense. However, when adding in the facility fee,
Medicare’s total payment (physician + facility) is
typically higher in the HOPD setting. For example,
Figure 3 shows Medicare’s payment rates for a large
joint injection without ultrasound guidance provided
in an office and in an HOPD. Medicare paid 5 times
more for this service in the HOPD than in a physician
office in 2024. That year, 89 percent of these
procedures were provided in a physician office.

Figure 3. Payment for large joint injection without ultrasound guidance, 2024: Office vs. HOPD
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Medicare’s current site-neutral policy is
narrow and has many exceptions

Medicare has a narrowly applicable site-neutral
policy that applies only to non-exempt services at
off-campus HOPDs that began construction after
November 2, 2015, pursuant to the Bipartisan
Budget Act of 2015 (BiBA), as amended by the 21st
Century Cures Act.” These are referred to as non-
excepted off-campus HOPDs. Because most HOPDs
are exempt, just 1.5 percent of all OPPS services
were subject to the amended BiBA’s site-neutral
provisions.®> Research found that the BiBA site neutral
policy has “done little to reduce Medicare spending
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or hospital-physician integration, suggesting that
site-neutral legislation could be strengthened by
reducing exceptions.® In the final OPPS rule for 2019,
CMS also extended site-neutral policy to all clinic
visit services at all off-campus HOPDs 9also called
“provider-based departments”).” After litigation
against the rule worked its way through the appeals
process, CMS’s rule to pay a site-neutral rate for
clinic visits was permitted to stand.® Key milestones
in the establishment of Medicare’s limited site neutral
policy are shown in Figure 4. In July 2025, CMS
proposed to apply site-neutral payment rates to drug
administration APCs in excepted off-campus HODPs
in 2026, but at the time of this writing that proposal
had not yet been finalized.®

Figure 4. Key milestones in Medicare’s limited site-neutral payment policy for ambulatory care

NOVEMBER 2015

DECEMBER 2016

Bipartisan Budget Act
(BiBA) becomes
law imposing
site-neutral payment
on off-campus HOPDs
that were not billing
Medicare as of the
passage of the BiBA

21st Century Cures Act
becomes law excepting
from site-neutral
payment off-campus
HOPDs under contract
to be built as of the
passage of the BiBA

1)
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NOVEMBER 2016

CMS issues
CY 2017 OPPS final
rule implementing
the BiBA’s reduced
payments to new
off-campus HOPDs

NOVEMBER 2018
CMS issues
CY 2019 OPPS
final rule reducing
payments for clinic

visits in all
off-campus HOPDs

-

Litigation against
CMS’s 2019 rule
proceeds through
the courts, which
ultimately allow the
rule to stand
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*
Off-campus HOPDs (also called “provider-based departments”) are located more than 250 yards from the hospital’s main campus

buildings.
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Site-Neutral Policy Framework

settings, or subgroups of settings, to which those rates apply, (3) the patients that are or are not exempt, and

F our key elements are part of all site-neutral policies: (1) the services that are paid site-neutral rates, (2) the

(4) the payment rates. (See Figure 5.)

Figure 5. Site-neutral policy framework
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SETTINGS
Which providers are
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Designing site-neutral policy:
Options and considerations

Policymakers face key decisions when designing
site-neutral policy and their goals can guide these
decisions. Generally, site neutral policy proposals
have sought to balance achieving program savings,
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paying providers for the efficient provision of

care, and maintaining access, quality, safety, and
affordability for beneficiaries. Key site-neutral policy
design questions about services, settings, and
patients and examples are shown in Figure 6. Options
and considerations for payments are discussed on
page 12.

Figure 6. Key site-neutral policy design questions and examples

SERVICES

Must a service be provided in
an HOPD for clinical reasons,
or is it commonly provided in
another ambulatory setting?

Has the volume of certain
services shifted from the office
setting to the HOPD setting for

non-cilincial reasons?
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MedPAC and others have
examined Medicare service
volume to show where
services are provided and
how that has changed over
time. Services commonly
provided in provider offices
or ASCs were deemed
suitable candidates for site-
neutral payment. Historical
Medicare claims volume is
typically used to determine
where services are
commonly provided.
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KEY QUESTIONS

=k

Should all HOPDs paid under
the OPPS be paid the same
rate for the same service?

SETTINGS

Should exceptions be made
for certain facilities currently
paid OPPS rates?

l

EXAMPLES

7

between on-campus HOPDs
and excepted and non-
excepted off-campus HOPDs.
Some proposals would
extend site neutral payment
to currently excepted
off-campus HOPDs (e.g.,
Cassidy-Hassan option 1)
and others would apply to
all HOPDs (e.g., “Same Care,
Lower Cost Act”).

O

PATIENTS @

Should payment for certain
patients be exempt?

Will site-neutral payment
harm access or quality for
certain patients?

How would an exemption
policy work?

The BiBA created a distinction\

. J
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Prominent site-neutral
proposals have not proposed
patient-level exemptions,
opting instead to limit site
neutral payment to services
that can safely and be
provided to all patients in
the office setting or ASCs.
MedPAC concluded that
adjustments for patient
severity are not necessary for
the low complexity services
deemed suitable for
site-neutral payment.

. J

Notes: ASC = Ambulatory Surgery Center; BiBA = Bipartisan Budget Act of 2015; HOPD = Hospital Outpatient Department;

MedPAC = Medicare Payment Advisory Com

mission.
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Options and considerations for setting
payment rates: current policy case study

In setting site-neutral payment rates, policymakers
must determine Medicare payments for equivalent
services provided in different settings. In practice,
determining the site neutral payment amount and
paying for HOPD services under another Medicare
payment system is not straightforward. When
implementing the BiBA’s site-neutral policy, CMS
was charged with determining payments for services
furnished by non-excepted off-campus HOPDs.*°

Depending on the service, CMS established the
applicable payment rate as: (1) the difference
between the PFS nonfacility rate and the PFS
facility rate, (2) the technical component of the
payment for the service from the PFS, or (3) the
full non-facility PFS rate as shown in Figure 7.1
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However, Medicare does not pay for services subject
to site-neutral rates using the PFS due to claims
processing system limitations and concerns about
the costs of packaged items and services provided

by HOPDs. Instead, for CY 2017, CMS established
site-neutral rates by applying a 50 percent “relativity
adjuster” to the OPPS rate.’?CMS reduced the
adjustment to 40 percent in CY 2018 and subsequent
years.’®*In essence, the OPPS rate is “discounted” by
60 percent to roughly reflect the average PFS rate for
a select group of services. Under this administratively
simpler approach, the site-neutral rate as a share

of the OPPS rate does not vary by service, but

the relativity adjuster rate varies as a share of the
applicable PFS rate, as shown in Figure 8.

Figure 7. CMS’s determination of site-neutral payment rates
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Figure 8. OPPS, applicable PFS, and 40 percent relativity adjuster rates for select services, CY 2024

Payment Rate
SB0 0 = = —
® OPPS rate
® s$525.63
8500 -~ ————————— m PFSrate |\
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SAOO <o
@® s322.68
e o o | L =
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200 - -] B R Savings=_ | ®s$2025
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Joint inject without Chemotherapy Transthoracic Hospital outpatient
ultrasound (20610) intravenous infusion, echocardiogram clinic visit (G0463)
one-hour (96413) with doppler (93306)

Notes: HCPCS codes shown in parentheses. Code GO463 is billed only by HOPDs and does not have a direct analog in the PFS.
PFS rates used here for GO463 are for evaluation and management code 99214.

Source: CHSPM analysis of Medicare’s OPPS and PFS rates for 2024.
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Comparing policy design using the
site-neutral framework

In November 2024, Senators Bill Cassidy (R-LA)

and Maggie Hassan (D-NH) released a legislative
framework for Medicare site-neutral payment
reform.** In May 2025, Senator John Kennedy (R-LA)
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introduced the “Same Care, Lower Cost Act,” which
would direct the Secretary of Health and Human
Services to make the 66 APCs (out of approximately
170 total service APCs) identified in MedPAC’s
report eligible for site-neutral payments.* Figure 9
summarizes the features of these policies using the
site-neutral framework.

Figure 9. Compare policies using the site-neutral framework

“CASSIDY-HASSAN FRAMEWORK” (OPTION 1)

] | I T ———
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services provided in HOPDs paid under exemptions rate set
off-campus the OPPS that are specified according to the
HOPDs Currenﬂy exempt site where the
under procedure was
the BiBA most commonly
performed

“SAME CARE, LOWER COST ACT”

JOHN KENNEDY

U.S. SENATOR W for LOUISIANA

SERVICES SETTINGS

At least 66 APCs
(identified by
MedPAC in
June 2023)

All HOPDs paid
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specified
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Site-Neutral Payment Policy
Spending Impacts, 2024

o illustrate the effects of the policy choices,

we calculated Medicare spending on clinic

visits, drug administration, imaging without
contrast, high-volume, low-intensity services
commonly included in recent site neutral policy
proposals, as well as other 48 APCs MedPAC
identified as candidates for being paid PFS-equivalent
rates.'® Spending for these services is shown in Figure
10 at current rates, at estimated PFS-equivalent rates
using CMS’s protocol, and at relativity-adjuster rates
equal to 40 percent of the OPPS rate. For all APCs
shown in Figure 10, estimated spending under a site-
neutral policy that paid PFS equivalent rates would be
$4.9 billion ($7.8 billion in savings compared to OPPS
payments) and spending under the relativity adjuster

rate would be $5.3 billion ($7.3 billion in savings
compared to OPPS payments) in 2024. Payments
under site-neutral scenarios are calculated using
applicable multi-procedure discounts and do not
include estimated payments for packaged items or
adjustments for geographic differences in wages.

Figure 11 and Figure 12 on page 13 show estimated
Medicare spending on the same services included in
Figure 10 by hospital and beneficiary groups. In this
example, and other services examined, under both
PFS-equivalent rates and relativity adjuster rates,
reductions in spending are generally proportional to
the share of spending under current policy in hospital
and beneficiary groups.

Figure 10. Spending on select HOPD services under two site-neutral payment scenarios, 2024

Spending in Sbhillions

$4.5 - -- ® Current policy spending ® sa.456
$4.0 - o | m Estimated spending at PFS equivalent rate
¢ Estimated spending at relativity adjuster rate
$3.5
$3.0 $2.975
S5 - SZ73L $2.533
$2.0
$1.398
25 $1.414 $1.321 & stan
M $1.150 S
$1.0 --- mmm . $1.250
$0.5
$0.0 -
Clinic visits Drug administration Imaging without contrast Other MedPAC

Notes: HOPD = hospital outpatient department. PFS = physician fee schedule. Clinic visits are services paid under APC 5012.
Drug administration includes APCs 5691 through 5694. Imaging without contrast includes APCS 5521 through 5524. “Other
MedPAC” includes the other 48 APCs MedPAC identified as candidates for having outpatient rates aligned with physician

fee schedule rates.’” Spending at the PFS rate does not include payment for packaged services. MedPAC also identified nine
services for which the OPPS rate should be aligned with rates paid in ambulatory surgery centers, but those are not included in

this figure.

Source: CHSPM analysis of Medicare claims data for 2024.
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Figure 11. Medicare spending on select HOPD services under two site-neutral payment scenarios by
hospital type, 2024

% Rural % off-campus # Above median all-payer margin
M Urban H on-campus M Below median all-payer margin

Spending in Shillions

OPPS PFS rate  Relativity OPPS PFS rate Relativity OPPS PFS rate Relativity
adjuster rate adjuster rate adjuster rate

Notes: HOPD = hospital outpatient department. OPPS = outpatient prospective payment system. PFS = physician fee schedule.
Includes payment for 57 APCs including clinic visits, drug administration, imaging without contrast and 48 APCs MedPAC
identified as candidates for having outpatient rates aligned with physician fee schedule rates.*® All-payer total margins were
calculated from Medicare cost reports for FY 2023 because data for 2024 were not available. Hospitals were stratified into two
groups: above and at or below the median all-payer margin. Observations with missing or extreme all-payer margin values
were excluded. Spending at the PFS rate does not include payment for packaged services.

Source: CHSPM analysis of Medicare claims and hospital cost report data for 2024.

Figure 12. Medicare spending on select HOPD services under two site-neutral payment scenarios by
patient type, 2024

Spending in Sbillions

% Male

e R ’% fffffffffffffff ol

OPPS PFS rate Relativity OPPS PFS rate Relativity
adjuster rate adjuster rate

Notes: HOPD = hospital outpatient department. OPPS = outpatient prospective payment system. PFS = physician fee schedule.
Includes payment for 57 APCs including clinic visits, drug administration, imaging without contrast and 48 APCs MedPAC
identified as candidates for having outpatient rates aligned with physician fee schedule rates.'® Spending at the PFS rate does
not include payment for packaged services.

Source: CHSPM analysis of Medicare claims and Master Beneficiary Summary File data for 2024.
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Implementing Site-Neutral Policy

esigning a site-neutral policy for ambulatory
care requires decisions across four elements—
services, settings, patients, and payments.
These decisions affect the Medicare program,
providers, and beneficiaries. To identify services
for site-neutral payment, one common approach,
developed by MedPAC, is to target non-emergent,
low-complexity services that are frequently performed
in office-based settings.?° When using claims
volume to identify where services are performed,
policymakers should account for existing incentives
that have shifted service volume from the office
to the outpatient setting for reasons unrelated to
complexity.? In selecting the settings to which site
neutral rates apply, some proposals have more limited
reach, extending site neutral payment to currently
excepted off-campus HOPDs (e.g., Cassidy-Hassan
Option 1). Others would apply more broadly to on-

and off-campus HOPDs (and ASCs) (e.g., MedPAC,
Cassidy-Hassan Option 2, and the “Same Care,
Lower Cost Act”). Prominent site-neutral proposals
have not proposed patient-level exemptions, opting
instead to limit the policy to services that can safely
and be provided to all patients in the office setting
or ASCs. Medicare’s experience with its limited site-
neutral policy highlights practical considerations

in determining and implementing site neutral

rates. Estimating equivalent rates under the PFS is
complex, and differences in billing rules between
the OPPS and the PFS, combined with limitations

in Medicare’s claims processing systems, have
required workarounds to apply PFS-based rates to
HOPDs. These challenges underscore the importance
of anticipating implementation constraints and
developing solutions to ensure site-neutral policy
functions as intended.

Credit: iStock
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