
288Sec. 3007 PPACA (Consolidated) 

(1) IN GENERAL.—The Secretary shall develop a plan to im-
plement a value-based purchasing program for payments under 
the Medicare program under title XVIII of the Social Security 
Act for ambulatory surgical centers (as described in section 
1833(i) of the Social Security Act (42 U.S.C. 1395l(i))). 

(2) DETAILS.—In developing the plan under paragraph (1), 
the Secretary shall consider the following issues: 

(A) The ongoing development, selection, and modifica-
tion process for measures (including under section 1890 of 
the Social Security Act (42 U.S.C. 1395aaa) and section 
1890A of such Act, as added by section 3014), to the extent 
feasible and practicable, of all dimensions of quality and 
efficiency in ambulatory surgical centers. 

(B) The reporting, collection, and validation of quality 
data. 

(C) The structure of value-based payment adjust-
ments, including the determination of thresholds or im-
provements in quality that would substantiate a payment 
adjustment, the size of such payments, and the sources of 
funding for the value-based bonus payments. 

(D) Methods for the public disclosure of information on 
the performance of ambulatory surgical centers. 

(E) Any other issues determined appropriate by the 
Secretary. 
(3) CONSULTATION.—In developing the plan under para-

graph (1), the Secretary shall—
(A) consult with relevant affected parties; and 
(B) consider experience with such demonstrations that 

the Secretary determines are relevant to the value-based 
purchasing program described in paragraph (1). 
(4) REPORT TO CONGRESS.—Not later than January 1, 2011, 

the Secretary shall submit to Congress a report containing the 
plan developed under paragraph (1). 

SEC. 3007. VALUE-BASED PAYMENT MODIFIER UNDER THE PHYSICIAN 
FEE SCHEDULE. 

Section 1848 of the Social Security Act (42 U.S.C. 1395w–4) is 
amended—

(1) in subsection (b)(1), by inserting ‘‘subject to subsection 
(p),’’ after ‘‘1998,’’; and 

(2) by adding at the end the following new subsection: 
‘‘(p) ESTABLISHMENT OF VALUE-BASED PAYMENT MODIFIER.—

‘‘(1) IN GENERAL.—The Secretary shall establish a payment 
modifier that provides for differential payment to a physician 
or a group of physicians under the fee schedule established 
under subsection (b) based upon the quality of care furnished 
compared to cost (as determined under paragraphs (2) and (3), 
respectively) during a performance period. Such payment modi-
fier shall be separate from the geographic adjustment factors 
established under subsection (e). 

‘‘(2) QUALITY.—
‘‘(A) IN GENERAL.—For purposes of paragraph (1), 

quality of care shall be evaluated, to the extent prac-
ticable, based on a composite of measures of the quality of 
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care furnished (as established by the Secretary under sub-
paragraph (B)). 

‘‘(B) MEASURES.—
‘‘(i) The Secretary shall establish appropriate 

measures of the quality of care furnished by a physi-
cian or group of physicians to individuals enrolled 
under this part, such as measures that reflect health 
outcomes. Such measures shall be risk adjusted as de-
termined appropriate by the Secretary. 

‘‘(ii) The Secretary shall seek endorsement of the 
measures established under this subparagraph by the 
entity with a contract under section 1890(a). 

‘‘(3) COSTS.—For purposes of paragraph (1), costs shall be 
evaluated, to the extent practicable, based on a composite of 
appropriate measures of costs established by the Secretary 
(such as the composite measure under the methodology estab-
lished under subsection (n)(9)(C)(iii)) that eliminate the effect 
of geographic adjustments in payment rates (as described in 
subsection (e)), and take into account risk factors (such as so-
cioeconomic and demographic characteristics, ethnicity, and 
health status of individuals (such as to recognize that less 
healthy individuals may require more intensive interventions) 
and other factors determined appropriate by the Secretary. 

‘‘(4) IMPLEMENTATION.—
‘‘(A) PUBLICATION OF MEASURES, DATES OF IMPLEMEN-

TATION, PERFORMANCE PERIOD.—Not later than January 1, 
2012, the Secretary shall publish the following: 

‘‘(i) The measures of quality of care and costs es-
tablished under paragraphs (2) and (3), respectively. 

‘‘(ii) The dates for implementation of the payment 
modifier (as determined under subparagraph (B)). 

‘‘(iii) The initial performance period (as specified 
under subparagraph (B)(ii)). 
‘‘(B) DEADLINES FOR IMPLEMENTATION.—

‘‘(i) INITIAL IMPLEMENTATION.—Subject to the pre-
ceding provisions of this subparagraph, the Secretary 
shall begin implementing the payment modifier estab-
lished under this subsection through the rulemaking 
process during 2013 for the physician fee schedule es-
tablished under subsection (b). 

‘‘(ii) INITIAL PERFORMANCE PERIOD.—
‘‘(I) IN GENERAL.—The Secretary shall specify 

an initial performance period for application of the 
payment modifier established under this sub-
section with respect to 2015. 

‘‘(II) PROVISION OF INFORMATION DURING INI-
TIAL PERFORMANCE PERIOD.—During the initial 
performance period, the Secretary shall, to the ex-
tent practicable, provide information to physicians 
and groups of physicians about the quality of care 
furnished by the physician or group of physicians 
to individuals enrolled under this part compared 
to cost (as determined under paragraphs (2) and 

VerDate 0ct 09 2002 13:03 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00289 Fmt 9001 Sfmt 6601 F:\P11\NHI\COMP\PPACACON.005 HOLCPC

June 9, 2010 



290Sec. 3007 PPACA (Consolidated) 

(3), respectively) with respect to the performance 
period. 
‘‘(iii) APPLICATION.—The Secretary shall apply the 

payment modifier established under this subsection for 
items and services furnished—

‘‘(I) beginning on January 1, 2015, with re-
spect to specific physicians and groups of physi-
cians the Secretary determines appropriate; and 

‘‘(II) beginning not later than January 1, 
2017, with respect to all physicians and groups of 
physicians. 

‘‘(C) BUDGET NEUTRALITY.—The payment modifier es-
tablished under this subsection shall be implemented in a 
budget neutral manner. 
‘‘(5) SYSTEMS-BASED CARE.—The Secretary shall, as appro-

priate, apply the payment modifier established under this sub-
section in a manner that promotes systems-based care. 

‘‘(6) CONSIDERATION OF SPECIAL CIRCUMSTANCES OF CER-
TAIN PROVIDERS.—In applying the payment modifier under this 
subsection, the Secretary shall, as appropriate, take into ac-
count the special circumstances of physicians or groups of phy-
sicians in rural areas and other underserved communities. 

‘‘(7) APPLICATION.—For purposes of the initial application 
of the payment modifier established under this subsection dur-
ing the period beginning on January 1, 2015, and ending on 
December 31, 2016, the term ‘physician’ has the meaning given 
such term in section 1861(r). On or after January 1, 2017, the 
Secretary may apply this subsection to eligible professionals 
(as defined in subsection (k)(3)(B)) as the Secretary determines 
appropriate. 

‘‘(8) DEFINITIONS.—For purposes of this subsection: 
‘‘(A) COSTS.—The term ‘costs’ means expenditures per 

individual as determined appropriate by the Secretary. In 
making the determination under the preceding sentence, 
the Secretary may take into account the amount of growth 
in expenditures per individual for a physician compared to 
the amount of such growth for other physicians. 

‘‘(B) PERFORMANCE PERIOD.—The term ‘performance 
period’ means a period specified by the Secretary. 
‘‘(9) COORDINATION WITH OTHER VALUE-BASED PURCHASING 

REFORMS.—The Secretary shall coordinate the value-based pay-
ment modifier established under this subsection with the Phy-
sician Feedback Program under subsection (n) and, as the Sec-
retary determines appropriate, other similar provisions of this 
title. 

‘‘(10) LIMITATIONS ON REVIEW.—There shall be no adminis-
trative or judicial review under section 1869, section 1878, or 
otherwise of—

‘‘(A) the establishment of the value-based payment 
modifier under this subsection; 

‘‘(B) the evaluation of quality of care under paragraph 
(2), including the establishment of appropriate measures of 
the quality of care under paragraph (2)(B); 
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‘‘(C) the evaluation of costs under paragraph (3), in-
cluding the establishment of appropriate measures of costs 
under such paragraph; 

‘‘(D) the dates for implementation of the value-based 
payment modifier; 

‘‘(E) the specification of the initial performance period 
and any other performance period under paragraphs 
(4)(B)(ii) and (8)(B), respectively; 

‘‘(F) the application of the value-based payment modi-
fier under paragraph (7); and 

‘‘(G) the determination of costs under paragraph 
(8)(A).’’. 

SEC. 3008. PAYMENT ADJUSTMENT FOR CONDITIONS ACQUIRED IN 
HOSPITALS. 

(a) IN GENERAL.—Section 1886 of the Social Security Act (42 
U.S.C. 1395ww), as amended by section 3001, is amended by add-
ing at the end the following new subsection: 

‘‘(p) ADJUSTMENT TO HOSPITAL PAYMENTS FOR HOSPITAL AC-
QUIRED CONDITIONS.—

‘‘(1) IN GENERAL.—In order to provide an incentive for ap-
plicable hospitals to reduce hospital acquired conditions under 
this title, with respect to discharges from an applicable hos-
pital occurring during fiscal year 2015 or a subsequent fiscal 
year, the amount of payment under this section or section 
1814(b)(3), as applicable, for such discharges during the fiscal 
year shall be equal to 99 percent of the amount of payment 
that would otherwise apply to such discharges under this sec-
tion or section 1814(b)(3) (determined after the application of 
subsections (o) and (q) and section 1814(l)(4) but without re-
gard to this subsection). 

‘‘(2) APPLICABLE HOSPITALS.—
‘‘(A) IN GENERAL.—For purposes of this subsection, the 

term ‘applicable hospital’ means a subsection (d) hospital 
that meets the criteria described in subparagraph (B). 

‘‘(B) CRITERIA DESCRIBED.—
‘‘(i) IN GENERAL.—The criteria described in this 

subparagraph, with respect to a subsection (d) hos-
pital, is that the subsection (d) hospital is in the top 
quartile of all subsection (d) hospitals, relative to the 
national average, of hospital acquired conditions dur-
ing the applicable period, as determined by the Sec-
retary. 

‘‘(ii) RISK ADJUSTMENT.—In carrying out clause (i), 
the Secretary shall establish and apply an appropriate 
risk adjustment methodology. 
‘‘(C) EXEMPTION.—In the case of a hospital that is paid 

under section 1814(b)(3), the Secretary may exempt such 
hospital from the application of this subsection if the State 
which is paid under such section submits an annual report 
to the Secretary describing how a similar program in the 
State for a participating hospital or hospitals achieves or 
surpasses the measured results in terms of patient health 
outcomes and cost savings established under this sub-
section. 
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