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Medicare Utilization Review Version 

KEY CONCEPTS OUTLINE 
Module 10: Outpatient Payment Systems and Patient Liability 

I. Part B Payment for Hospital Outpatient and Specified Inpatient Services

A. Part B payment is HCPCS code driven. CMS publishes a master list of all HCPCS
codes (OPPS Addendum B) which identifies the payment system for each code
using a Status Indicator and the payment amount under OPPS, if applicable.

1. Addendum B is published with the OPPS Final Rule each year and updated on a
quarterly basis.  Handout 14 is a sample page from Addendum B.

2. Addendum D provides a key to the Status Indicators and is published with the
OPPS Final Rule each year. Handout 15 is the current Addendum D.

Payment systems for Medicare Part B payment of hospital services: 
• Outpatient Prospective Payment System (OPPS) – most services, including

procedures, visits, drugs, and diagnostic services, except lab
• Medicare Physician Fee Schedule (MPFS) – PT, OT, ST, specified off-

campus services, miscellaneous education and preventative services
• Clinical Laboratory Fee Schedule (CLFS) – molecular pathology,

preventative labs, reference labs, and other labs not paid as part of a visit or
procedure

• Durable Medical Equipment, Prosthetics and Orthotics (DME POS) Fee
Schedule – DME not paid as part of a visit or procedure

• Ambulance Fee Schedule – ambulance services
 

Link: OPPS – Addendum A & B under Medicare-Related Sites - Hospital 

Caution: The fact a HCPCS code is assigned a payable Status Indicator 
does not mean the item or service is covered under Medicare. The Status 
Indicator simply indicates how the item or service will be paid if the service 
meets coverage requirements.  
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II. Overview of the Outpatient Prospective Payment System (OPPS) 

A. Applicability of the OPPS 

1. The OPPS applies to most hospitals, except certain Maryland hospitals and 
Critical Access Hospitals1.  <42 C.F.R. 419.20> 

2. The OPPS excludes payment for services already included in payments to other 
providers treating the patient, e.g., services and supplies for ESRD patients and 
specified services for SNF patients.  <42 C.F.R. 419.22(m)(2) and (o)> 

B. Ambulatory Payment Classifications (“APCs”) 

1. APCs are outpatient payment groups (similar to inpatient DRGs) that set a 
single payment rate for a group of HCPCS codes that are clinically similar and 
have comparable resource use. <42 C.F.R. 419.31(a)> 

2. Addendum A is the master list of APCs and is published with the OPPS Final 
Rule each year and updated on a quarterly basis. Handout 16 is a sample page 
from Addendum A 

C. Comprehensive APCs (C-APCs) 

1. C-APCs are special APCs that provide for a single encounter-based payment for 
most services rendered during a single encounter reported together on the 
same claim.    

 
1 Critical Access Hospitals are paid 101% of their costs, calculated by applying the hospitals outpatient cost to charge 
ratio (CCR) to the total charge for observation, subject to cost report settlement.  

Services excluded from the C-APC payment and paid separately: 
• Ambulance Services  
• Preventative services 
• Screening and diagnostic mammography 
• Pass-through (new) drugs, biologicals, and devices 
• Brachytherapy seeds and sources 
• Therapy under a pre-established therapy plan of care 
• Cost based services (vaccines, corneal tissue, rural CRNA services) 
• COVID-19 Treatments 
Non-covered services, including self-administered drugs, are also 
excluded. 

Each OPPS payable HCPCS code maps to an APC and all HCPCS codes 
mapped to the same APC have the same payment rate. 
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2. There are three types of C-APCs:  

a. HCPCS codes with status indicator J1 trigger surgical C-APCs. 

b. HCPCS codes with status indicator J2 trigger the Observation C-APC, as 
discussed in a prior module. 

c. Inpatient only procedures reported with modifier -CA are paid under a 
special C-APC, as discussed in a prior module. 

3. Steps to determine assignment of a surgical C-APC 

a. Identify the highest-ranking Status Indicator J1 procedure on Addendum J of 
the OPPS Final Rule. This “primary” procedure will control assignment of the 
C-APC. 

b. Determine if the case qualifies for complexity adjustment by looking up the 
“primary” procedure on the complexity adjustment table of Addendum J. If 
one of the listed secondary or add-on codes is reported on the claim, the C-
APC will receive a complexity adjustment, increasing the APC by one level. 

c. Handout 17 contains a table with surgical C-APC assignment examples. 

D. Packaged Services under OPPS 

1. Packaged services are covered services that are not separately payable.  
Payment for packaged services is included in other separately payable services, 
whether or not they are clinically related. 

2. There are four types of packaged services: 

a. Services identified by Status Indicator N are always packaged and never 
received separate payment. <OPPS Addendum D1> 

Caution: Even though no separate payment is made from Medicare for 
packaged services, it is not appropriate to bill the patient for them because 
CMS considers payment for them to be included in payment for other paid 
items on the claim.  

Examples: hourly observation, supplies, most drug, including diagnostic 
drugs 

Table 2 of the CY2023 OPPS Final Rule contains a list of the finalized C-
APC and is included for reference in the materials behind the outline. 
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b. Services identified by Status Indicator Q1 are packaged if another service 
with Status Indicator S (significant service), T (surgical service), or V (visit) is 
reported on the same claim. <OPPS Addendum D1> 

i. These services are only paid separately if no Status Indicator S, T, or V 
service is reported on the same claim. <OPPS Addendum D1> 

c. Services identified by Status Indicator Q2 are packaged if another service 
with Status Indicator T (surgical service) is reported on the same claim. 
<OPPS Addendum D1>  
 
i. These services are only paid separately if no Status Indicator T service is 

reported on the same claim. <OPPS Addendum D1> 

d. Laboratory services identified by Status Indicator Q4 are packaged if 
another service with Status Indicator J1, J2, S, T, V, Q1, Q2, or Q3 is reported 
on the same claim. <OPPS Addendum D1> 
 
i. These laboratory services are paid separately under the CLFS only if no 

other OPPS payable service appears on the same claim.  

3. Handout 18 is a table with packaging example case studies.  

 
III.  Outpatient Deductibles and Coinsurance 

A. The Part B deductible for 2023 is $226 per year.  <87 Fed. Reg. 59084> 

Examples: minor procedures, x-rays, EKGs, pathology, blood bank 
services 

Examples: add-on procedures and diagnostic components of 
 

Examples: clinical lab, except molecular pathology and preventative 
 

If more than one Q1 or Q2 code is reported, and packaging is not triggered, 
payment is made only for the highest paying Q1 or Q2 code. 
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B. The Part B coinsurance is typically 20%. <Medicare Claims Processing Manual, 
Chapter 4 § 30> 

C. The coinsurance amount for any single APC, including the coinsurance for 
associated drugs, biologicals, and blood products, may not exceed the inpatient 
deductible for the applicable year ($1556 for CY2022).  <42 C.F.R. 419.41(c)(4)(i)> 

D. The coinsurance amount is calculated based on the payment rate prior to outlier 
adjustment.  <42 C.F.R. 419.41(c)(4)(iv)> 

E. There is no deductible or coinsurance for the Initial Preventative Physical Exam or 
for preventative services that are covered by Medicare and recommended with a 
grade A or B by the United States Preventative Services Task Force. <Medicare 
Claims Processing Manual, Chapter 18 § 1.3>   

1. A complete table of preventative services and whether they are subject to 
deductible and coinsurance is published in the Medicare Claims Processing 
Manual, Chapter 18 § 1.2.   

Four APCs have a coinsurance of higher than 20% due to a transitional 
calculation from the beginning of the OPPS. A table with affected APCs and 
their coinsurance percentage is included in the materials behind the outline. 
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CY2023 APCs with Coinsurance Higher than 20%, from the January 2023 OPPS Addendum A

  APC Group Title SI Relative Weight Payment Rate 

National 
Unadjusted 
Copayment 

Minimum 
Unadjusted 
Copayment 

Coinsurance 
Percentage

5166 Cochlear Implant Procedure J1 389.5196 $33,337.03 $7,276.58 $6,667.41 21.8273%
5191 Level 1 Endovascular Procedures J1 34.5675 $2,958.46 $863.75 $591.70 29.1959%
5416 Level 6 Gynecologic Procedures J1 80.9202 $6,925.56 $1,404.15 $1,385.12 20.2749%
5611 Level 1 Therapeutic Radiation Treatment Preparation S 1.5584 $133.38 $32.03 $26.68 24.0141%
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