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professionals to submit data via elec-
tronic health records.

The most comprehensive data
transfer of the five registry options
would transfer all registry data to
Medicare (for information contained
in the registry on Medicare patients).
For CMS to calculate PQRI perform-
ance rates, the registry would need to
contain all elements necessary for
analysis. This option could affect the
American Joint Replacement
Registry. The testing and evaluation
process, however, could expose the
inherent problems with the model
and eliminate it from further consid-
eration. CMS will accept voluntarily
submitted data by existing registries
to analyze the five options.

Funding for bonus payments
Part of TRHCA included a
“Physician Assistance and Quality
Initiative Fund” of $1.35 billion. The
AAOS is disappointed that these
funds will be applied to the PQRI
bonus payments, rather than first
addressing the flawed physician
payment formula. In the proposed
rule, CMS cites logistical issues in
applying the fund to physician
payment inequities. The AAOS
believes that CMS, with reasonably
little effort, could find a method for
applying the funds to physician
payments and that this would be a
better use of taxpayer and Medicare
beneficiary money.

The maximum bonus allowable
under the 2007 PQRI is 1.5 percent
of a physician’s allowable Medicare
claims. Under the current 2008
proposal, CMS fails to state the
percentage but estimates that the
bonus percentage (based on allowed
Medicare claims under the physician
fee schedule) could range between
1.5 percent and 2 percent.

To address the PQRI language in
TRHCA and the CMS rule, the
AAOS and Alliance of Specialty
Medicine requested that Senators Ben
Cardin (D-Md.) and Arlen Specter
(R-Pa.) and Representatives Bart
Gordon (D-Tenn.) and John Shadegg
(R-Ariz.) introduce the “Voluntary
Medicare Quality Reporting Act of
2007.” This legislation would codify
a structure for measure development
and a realistic timeline for the imple-
mentation of a plan.

Representatives of the 11 different
specialty groups within the Alliance
visited Congressional offices urging
support of the legislation on July 11.
E. Anthony Rankin, MD, AAOS first
vice-president, and David Teuscher,

MD, chair of the Advocacy Resource
Development and Coordinating
Committee (ARDCC) represented
AAOS. AAOS members are encour-
aged to contact members of Congress

and urge their support of the Act.
(See story on page 9.) 

Additional payment cuts 
Under the Medicare Modernization
Act of 2003, CMS paid a 5 percent
bonus to physicians practicing in
areas defined as having a scarcity of
practicing physicians. That law
expires on Dec. 31, 2007, and the
bonus will be eliminated for 2008.

“Stark Law” changes 
Although CMS recently postponed
the release of the third phase of
“Stark II” or physician anti-self
referral regulations, it included a list
of revisions and clarifications of
existing Stark regulations in the
Physician Fee Schedule proposed rule.

CMS is soliciting comments on
whether an “anti-markup provision”
that would apply to the technical
component of the Medicare payment

should be enacted and how it should
be applied. CMS is concerned that a
billing physician who contracts with
another physician to perform certain
services may be able to negotiate
such a low rate that the billing physi-
cian would realize a significant profit
on the Medicare reimbursement.

CMS is also considering additional
criteria for meeting the “in-office
ancillary services” exception. CMS
has received “hundreds of letters
from physical therapists and occupa-
tional therapists stating that the in-
office ancillary services exception
encourages physicians to create phys-
ical and occupational therapy prac-
tices.” CMS is also concerned about
the proliferation of imaging tech-
nology in physician offices that
allows physicians to both order and
perform the imaging service.
Although no specific proposal
regarding changes to the “in-office

ancillary services” exception was
included, CMS is soliciting comments
on how to address this issue.

AAOS has consistently fought for
broadening the in-office ancillary
service exception. For more informa-
tion and background on the CMS
self-referral regulations, visit
www.cms.hhs.gov/
PhysicianSelfReferral/
01_overview.asp#TopOfPage.

Therapy caps
Although monetary caps apply to
Medicare-covered outpatient phys-
ical, occupational, and speech-
language therapy, Congress has
frequently directed CMS to create an
“exceptions process for the cap.”
Instead of allowing the exceptions
process to expire in 2006, Congress
extended the process until Dec. 31,
2007. CMS is acknowledging 2007
implementation of this directive in
this proposed rule.

CMS has also stated that, for
2008, it will increase the 2007 cap on
the Medicare outpatient therapy
benefit by the Medicare economic
index (MEI), estimated at 1.9
percent. If the actual MEI is near that
estimate, the 2008 cap will be
approximately $1,814.

To receive regular updates on
federal legislative activities, sign up
for the biweekly AAOS Legislative
Update at www.aaos.org/dc. NOW

Under the Medicare Modernization Act of
2003, CMS paid a 5 percent bonus to
physicians practicing in areas defined as
having a scarcity of practicing physicians.
That law expires on Dec. 31, 2007, and
the bonus will be eliminated for 2008.
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