
June 25, 2021 
 
Chiquita Brooks-LaSure 
Administrator 
Centers for Medicare & Medicaid Services 
7500 Security Boulevard 
Baltimore, MD 21244 
 
Dear Administrator Brooks-LaSure, 
 
Organize, a non-profit patient advocacy organization which served as “Innovator in Residence” in the 
Office of the Secretary of the U.S. Department of Health and Human Services (HHS) under the Obama-
Biden Administration, appreciates the opportunity to comment on CMS’s 2021 IPPS Rule. 
 
In particular, we are heartened to see CMS focus on reforms to reimbursement systems for organ 
procurement organizations (OPOs), which are currently the subject of two separate, ongoing, bipartisan 
investigations from the Senate Finance Committee and the House Committee on Oversight and Reform, 
including into OPO financial abuses, as CMS itself noted in the proposed rule. 
 
However, in the proposed rule CMS noted “We believe the proposals that follow would provide clarity 
and allow providers and stakeholders to more easily locate and understand organ acquisition payment 
policy, resulting in more accurate payment based on reasonable cost principles.”  
 
Respectfully, it is our belief that such rampant, sustained OPO fraud, waste and abuse of taxpayer dollars 
did not result from a lack of clarity around the rules, but rather insufficient incentives and oversight 
structures to ensure that such rules were followed. To that end, we highlight the below research from The 
Bridgespan Group into OPO finances. 
 
OPOs are funded on a cost-reimbursement basis, with Medicare and transplant centers covering 100 
percent of costs for activities related to organ procurement, an arrangement which appears to be unique in 
US healthcare. In theory, this full-reimbursement model was created to ensure that OPOs always have 
incentives to recover organs. However, this has not always played out in practice, as OPOs, by their own 
admission, may choose not to pursue donors from whom only one or two organs are transplantable. Given 
that HHS’s own data indicate that OPOs are severely failing in organ recovery efforts, it is clear that the 
current financial reimbursement structures are insufficient to incentivize productive resource allocation 
behaviors for OPOs. 
 
OPOs are reimbursed based on self-reported costs—passing these costs along to the Centers for Medicare 
& Medicaid Services (CMS) and transplant centers—regardless of performance. The current OPO 
payment model does not give OPOs an incentive to reallocate resources in order to increase the number of 
organs available for transplant, and it reimburses OPOs for costs that may not, in fact, help produce the 
desired outcomes.  
 
This may have contributed to a historical increase in industry costs overall. An analysis of Medicare cost 
report data found that between 1996 and 2014, total costs for organ acquisition reported by US hospitals 
with at least one Medicare-certified transplant program increased by 253 percent, compared to the volume 
of transplants and donors increasing by just 45 percent and 57 percent, respectively. OPO organ 
acquisition revenues nationally total approximately $3 billion annually.  
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https://www.bridgespan.org/bridgespan/Images/articles/transforming-organ-donation-in-america/transforming-organ-donation-in-america-dec2020-update.pdf
https://58425eca-649a-42d4-b265-d1e1743b6c48.filesusr.com/ugd/c114f6_b6fd6a59c60a43d0bc8f33386ebd11b3.pdf
https://obamawhitehouse.archives.gov/sites/default/files/omb/assets/oira_0938/0938_10292013b-1.pdf
https://obamawhitehouse.archives.gov/sites/default/files/omb/assets/oira_0938/0938_10292013b-1.pdf
https://www.cms.gov/files/document/112020-opo-final-rule-cms-3380-f.pdf
http://docplayer.net/30437131-Maximizing-medicare-cost-report-reimbursement-brigitte-sullivan-executive-director-nyu-langone-transplant-institute.html
https://organdonationreform.netlify.app/assets/PDF/Money_Map.pdf


There are also special rules for kidneys, established due to the unique way Medicare covers end-stage 
renal disease. OPOs are guaranteed reimbursement for kidneys on the condition that they submit a cost 
report to detail their kidney procurement costs and calculate the related charge to Medicare, known as the 
standard acquisition charge (SAC). A 2020 paper on kidney costs published in the American Journal of 
Transplantation reported a range between $24,000 and $56,000 across different OPOs over a three-year 
period.  
 
At the end of each fiscal year, if an OPO’s kidney-recovery expenses exceed its total Medicare kidney 
reimbursements, Medicare will pay the difference via an additional payment—even if the OPO generates 
positive margins in other lines of business (e.g., tissue procurement, other organ categories) that could 
cover these costs. If the Medicare reimbursement exceeds the OPO’s allowable kidney-recovery 
expenses, the OPO is required to repay Medicare the excess amount. While this attempts to drive cost 
neutrality, in practice kidney recoveries occur in conjunction with recovery of other organs in a majority 
of cases, so it can be difficult to isolate the costs specific to kidneys, especially overhead and other 
operating expenses.  
 
The 100 percent reimbursement for kidney costs creates incentives for cost-shifting, as OPOs have a 
financial interest in showing Medicare that their kidney-recovery costs exceed their reimbursements. 
Particularly for indirect costs (e.g., overhead, management), OPOs have the incentive to allocate as many 
costs as possible to kidney recovery rather than spreading them across multiple organ categories. This 
may impact the actual clinical practices of organ procurement, as some costs can be allocated to kidneys 
prior to recovery so long as there is an initial intent to procure one (even if those kidneys are not in fact 
suitable for donation).  
 
For other organs, OPOs charge transplant centers a preset SAC, which is typically calculated based on the 
OPO’s related costs and the number of organs procured in the previous year. SACs include both direct 
costs (e.g., operating room time) and indirect costs (e.g., management salaries, travel, marketing, and 
overhead). Indirect costs that might rightly be incurred by procurement of non-renal organs may in fact 
end up allocated to kidneys, driven by the practice of Medicare covering 100 percent of kidney 
procurement costs.  
 
While transplant centers technically can negotiate SACs with OPOs, it is important to understand the 
context in which these negotiations occur. OPOs are geographic monopolies and subject only to limited 
financial disclosure requirements, leaving the transplant center with limited visibility into OPO costs and 
little negotiating power. As transplant centers have no other means under the law of acquiring organs, 
they are ultimately billed for organs at the discretion of the OPOs, experiencing price variation dependent 
on the macroeconomic environment as well as absorbing operating costs that OPOs have no structural 
pressures to contain.  
 
The cost-reimbursement system means that OPOs can pass through all expenses to payors with little 
accountability and with limited incentive to allocate resources efficiently. In cases where a transplant 
center receives an organ from an OPO outside of its designated service area (DSA), it is responsible for 
paying the OPO’s additional transportation costs, with minimal transparency into these costs or the extent 
to which they increase SAC fees.  
 
There is also wide variability in SACs, both in the total amount and how they are calculated: kidney costs 
reportedly range between $24,000 and $56,000 across different OPOs, for example. As three OPO 
executives wrote in a 2015 paper on pancreas transplants (“The Economic Aspects of Pancreas 
Transplant: Why Is the Organ Acquisition Charge So High?”), “although often referred to as a ‘standard 
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acquisition charge’ (SAC), it is better named an OAC [organ acquisition charge] as its components vary 
from organ to organ and from OPO to OPO. There is very little standard about it.” 
 
Inspector General audits, investigative reporting, and Congressional oversight have all documented OPOs 
spending taxpayer dollars profligately on activities unrelated to organ donation, including football tickets, 
private jets, lavish board retreats, and 5-star hotels. In recent years, some OPOs have established 
foundations to conduct a range of activities, including those with expenses CMS does not consider 
allowable for OPOs under Medicare cost-reporting rules.  
 
As Rep. Katie Porter noted in her 2019 letter to HHS regarding the OPO in her district: “According to the 
[Los Angeles OPO OneLegacy] foundation’s most recently available tax filings, the foundation received 
$20–30 million in OPO funds in 2016. This money, rather than going to patients in need, now funds many 
of the same expenses that the OIG deemed impermissible, such as costs related to the Rose Bowl.”  
 
Because executive salaries can be allocated as indirect costs to per-organ cost-based reimbursements, a 
July 2020 oversight letter from Reps. Katie Porter and Karen Bass stressed the need for HHS to ensure 
that taxpayer dollars are not spent on overly generous compensation for board members or organization 
leadership. Currently, executive salaries do not correlate with whether an OPO is considered passing or 
failing according to new proposed OPO outcome measures.  
 
In fact, tellingly, based on 2018 990 forms, the average compensation for the CEO of an OPO which HHS 
deemed as Tier 3 exceeded the average compensation for the CEO of an OPO in Tier 1; clearly, there is 
no correlation between compensation and performance, a symptom of the distorting effects of the 100% 
cost-reimbursement model on resource allocation decisions. 
 
In addition to receiving SACs and Medicare reimbursements for organ recovery, OPOs are also 
compensated by tissue-processing partners (some of which are for-profit corporations) for procuring 
tissue, cornea, bone, and skin— recovering these from donors by virtue of their government monopoly 
status to recover organs. And while tissue recovery is not directly reimbursed by Medicare, in order to 
understand the financial incentives driving OPO behavior, it is important to consider the corrupting 
influence tissue revenue can have on OPO decision-making and resource allocation. 
 
Unlike organ donation, which is overseen by CMS, tissue donation is governed by regulations within the 
Food and Drug Administration, although such oversight is confined to clinical regulation rather than 
financial or business practices. The Los Angeles Times found that tissue recovery is a “multibillion-dollar 
global business” and that “a single body can supply raw materials for products that sell for hundreds of 
thousands of dollars.”  
 
Unlike SACs for organs, prices for tissue and non-organ body parts are subject to market forces, meaning 
increased demand can increase prices and bring additional revenue for every incremental tissue recovery. 
Consequently, and as highlighted in a recent bipartisan oversight letter from the Senate Finance 
Committee, “OPOs have greater financial incentives to focus more on tissue recovery compared to their 
incentives to recover lifesaving organs.”  
 
Congressional investigations into OPO financial abuses have, thus far, identified two areas in particular 
where the severe lack of transparency around OPO finances has been most egregiously abused: the 
accuracy and effectiveness of OPO cost reporting, and potential conflicts of interest related to tissue 
procurement.  
 

https://oig.hhs.gov/oas/reports/region9/90800033.pdf
https://archive.triblive.com/local/pittsburgh-allegheny/taxpayers-help-pay-for-organ-donor-groups-parties-rose-parade-expenses/
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For example, while OPO executives make decisions about dedicating resources to organ recovery versus 
tissue recovery, CMS does not require OPO executives and board members to disclose personal financial 
relationships with tissue processors or other partner entities. This lack of transparency around potential 
conflicts of interest regarding tissue may also affect the experience of donor families. Research shows that 
while 73 percent of families say it is “not acceptable for donated tissue to be bought and sold, for any 
purpose,” only 18 percent of donor families report being told that their tissue donation might go to a for-
profit company.  
 
While the reforms CMS proposes in this IPPS rule mark a step in the right direction, there are additional 
measures it should consider to better align OPO financing models with the goal of increasing the number 
of lifesaving organs available for transplant. A payment system that increases transparency, standardizes 
reimbursements, and rewards OPOs for safely using every available organ in their given DSAs might be a 
step toward achieving this goal. The most effective system is likely to be one in which financial 
incentives align with organ recovery and encourage OPOs to reallocate spending into investments that can 
safely and sensitively increase the volume of successfully procured lifesaving organs, such as frontline 
staff.  
 
In parallel to more paradigmatic reforms to OPO reimbursement systems, CMS should move swiftly to 
improve transparency of organ procurement costs. CMS currently provides instructions on cost reporting 
and a fee calculator (in Provider Resource Manual [PRM] 15-1, Chapter 31, or PRM 15-2, Chapter 33), 
and can issue new guidance on calculating SACs or enact new regulations to reform cost reporting to 
ensure the OPOs are allocating costs transparently and accurately.  
 
Given that OPOs operate as monopolies, unlike other stakeholders in the field of transplantation, CMS 
should impose transparency requirements above and beyond those for transplant centers and donor 
hospitals, which are already subject to market pressures to contain costs and to otherwise allocate 
resources intelligently, responsibly, and with a focus on performance improvement.  
 
One such potential cost-reporting reform would be to require OPOs to publicly report annual SACs by 
organ type for all organs, along with number of organs recovered and a detailed description of which 
costs are included in the fee and how they were allocated (potentially in the form of detailed financial 
statements that outline allocation of direct and indirect costs by line item). Additionally, CMS should 
require disclosures of financial relationships between OPOs/OPO leaders and partner entities (such as 
tissue processors and private jet service companies), or even prohibit OPO leaders from engaging in 
financial relationships with partner entities (as it does for Medicare-funded physicians under Stark Law).   
 
In addition to being clearly in patient and taxpayer interests, such transparency is eminently reasonable. In 
fact, seven leading OPOs recently wrote to the House Committee on Oversight and Reform to commit to 
sharing them voluntarily, noting “this is data which can be easily and readily shared by all OPOs, and, as 
suggested by Chairwoman Maloney, encourage our peers to join us in enabling sound, data-informed, 
pro-patient policymaking through such transparency.” 
 
Adoption of these reforms could protect against instances of spending that have been the subject of a 
series of investigations and inquiries, and, most importantly, to align OPO resource allocation with the 
goal of maximizing organ donation.  
 
Greg Segal 
 
 
Organize, CEO 
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