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CMS Proposes Fiscal Year PPS 2027 IPPS Update

The Centers for Medicare & Medicaid Services (CMS) are issuing a proposed rule to update the
Inpatient Prospective Inpatient Payment System (IPPS) and Long-Term Hospital Prospective Payment
System (LTCH PPS) for FY 2027.

A copy of the 1,586-page display document is available at: https://public-
inspection.federalregister.gov/2026-07203.pdf The rule is scheduled for publication in the April 14
Federal Register.

The proposal says a comment period ending April 10 is provided. Obviously this has to be an error.

CMS says the IPPS tables for this fiscal year (FY) 2027 proposed rule are available on the CMS website
at: https://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/AcutelnpatientPPS/index.html.

This link is not correct. For the 2027 material use:
https://www.cms.gov/medicare/payment/prospective-payment-systems/acute-inpatient-pps/fy-2027-
ipps-proposed-rule-home-page

The proposed rule would make payment and policy changes under the IPPS for operating and capital-
related costs of acute care hospitals as well as for certain hospitals and hospital units excluded from
the IPPS. In addition, it would make payment and policy changes for inpatient hospital services
provided by long-term care hospitals (LTCHs) under the long-term care hospital prospective payment
system (LTCH PPS).

Executive Summary (Page 5)

The following are summaries of major provisions. (Page 12)

Changes to IPPS Payment Rates

The proposed increase in IPPS payment rates is projected to be 2.4 percent. This reflects a projected
FY 2027 hospital market basket percentage increase of 3.2 percent, reduced by a -0.8-percentage
point productivity adjustment. IPPS-participating hospitals must successfully participate in the Hospital
Inpatient Quality Reporting (IQR) program and be meaningful electronic health record (EHR) users to
earn the full rate update.

CMS expects the proposed changes in IPPS payment rates — in addition to other changes — will
generally increase hospital payments by approximately $1.4 billion. CMS also estimates that additional
payments for inpatient cases involving new medical technologies will increase by approximately $464
million in FY 2027, primarily driven by the continuation of new technology add-on payments.
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Under current law, additional payments for Medicare-Dependent Hospitals (MDHs) and the temporary
change in payments for low-volume hospitals will expire December 31, 2026. In the past, legislation
has extended these payments, and if they were to be extended through the end of FY 2027, CMS
estimates that these hospitals would receive additional payments of approximately $0.4 billion in FY
2027.

Changes to LTCH PPS Payment Rates

For FY 2027, CMS is proposing an annual update of 2.4 percent to the LTCH standard payment rate,
which reflects a projected LTCH PPS market basket percentage increase of 3.2 percent, reduced by a --
0.8 percentage point productivity adjustment. CMS expects LTCH PPS payments for discharges paid
the LTCH standard payment rate to increase by approximately 2.3 percent, or $55 million, due
primarily to the 2.4 percent annual update. CMS is proposing to maintain the LTCH PPS outlier
threshold at its FY 2026 value. CMS estimates that this threshold will result in estimated outlier
payments approximating 8 percent of estimated total payments.

Graduate Medical Education (GME) Payments

CMS is proposing to require that, in addition to meeting other applicable requirements, an approved
medical residency training program must not discriminate, or promote or encourage discrimination, on
the basis of race, color, national origin, sex, age, disability, or religion, including the use of those
characteristics or intentional proxies for those characteristics as a selection criterion for employment,
program participation, resource allocation, or similar activities, opportunities, or benefits. Similar
requirements would also apply to approved nursing and allied health education programs and
accreditors.

Organ Acquisition and Reasonable Cost Payment Policies, and Reimbursement Appeals for
Independent Organ Procurement Organizations and Histocompatibility Laboratories

CMS is proposing to codify Medicare’s reconciliation of organ acquisition costs for non-renal organs for
Independent Organ Procurement Organizations and Histocompatibility Laboratories. CMS is also
proposing to codify certain longstanding instructions on allowable costs under Medicare’s reasonable
cost principles for all provider types, including public education for Organ Procurement Organizations.
Additionally, in response to stakeholder requests, CMS is clarifying and proposing to codify Medicare’s
longstanding rules for allocating overhead costs across all provider types.
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Hospital Inpatient Quality Reporting Program
CMS is proposing to adopt three new measures:

e Excess Days in Acute Care After Hospitalization for Diabetes measure beginning with the FY
2029 payment determination.

e Hospital Harm-Postoperative Venous Thromboembolism electronic clinical quality measure
(eCQM) beginning with the FY 2030 payment determination.

e Advance Care Planning eCQM beginning with the FY 2030 payment determination.

CMS is proposing to adopt five modified mortality measures, beginning with the FY 2028 payment
determination, before moving the modified versions to the Hospital Value-Based Purchasing Program.
Modifications include adding Medicare Advantage patients and shortening the performance period from
3 years to 2 years:

e Hospital 30-Day, All-Cause, Risk-Standardized Mortality Rate Following Acute Myocardial
Infarction (AMI) Hospitalization measure.

e Hospital 30-Day, All-Cause, Risk-Standardized Mortality Rate Following Heart Failure
Hospitalization measure.

e Hospital 30-Day, All-Cause, Risk-Standardized Mortality Rate Following Pneumonia
Hospitalization measure.

e Hospital 30-Day, All-Cause, Risk-Standardized Mortality Rate Following Chronic Obstructive
Pulmonary Disease (COPD) Hospitalization measure.

e Hospital 30-Day, All-Cause, Risk-Standardized Mortality Rate Following Coronary Artery
Bypass Graft (CABG) Surgery measure.

CMS is proposing modifications to three measures beginning with the FY 2028 payment determination.
Modifications include adding Medicare Advantage patients and shortening the performance period from
3 years to 2 years:

e Excess Days in Acute Care after Hospitalization for Acute Myocardial Infarction.
e Excess Days in Acute Care after Hospitalization for Heart Failure.
e Excess Days in Acute Care after Hospitalization for Pneumonia.

CMS is proposing to remove three measures beginning with the FY 2030 payment determination:

e Venous Thromboembolism Prophylaxis (VTE-1) eCQM.
e Intensive Care Unit Venous Thromboembolism Prophylaxis (VTE-2) eCQM.
e Discharged on Antithrombotic Therapy (STK-02) eCQM.

. > 7. . . . 4712 Country Club Drive, Jefferson City, Mo. 65109
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CMS is also proposing changes to the data reporting and submission requirements for some eCQMs
and structural measures, specifically:

Mandatory reporting for the Malnutrition Care Score eCQM beginning with the FY 2030
payment determination.

Establishing a mandatory reporting policy to make hospital harm eCQMs mandatory after
two years of reporting beginning with the FY 2030 payment determination.

An update to the reporting of the Maternal Morbidity Structural measure beginning with the
FY 2028 payment determination to identify which perinatal quality collaborative program the
hospital participates in.

Finally, CMS is requesting comments related to:

Potential use of the Emergency Care Access and Timeliness eCQM in the inpatient setting.
Potential use of the Adult Community-Onset Sepsis Standardized Mortality Ratio measure.
Updating the scoring methodology associated with the Birthing Friendly Hospital
designation.

Medicare Promoting Interoperability Program

The Medicare Promoting Interoperability Program encourages eligible hospitals and critical access
hospitals to adopt, implement, upgrade, and demonstrate meaningful use of certified electronic health
record technology (CEHRT).

CMS is proposing to:

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance,

Update the definition of CEHRT for the Medicare Promoting Interoperability Program based
on updates proposed by the Office of the National Coordinator for Health IT (ONC).

Remove ONC Direct Review and ONC-Authorized Certification Body (ONC-ACB) Surveillance
attestations.

Remove the Support Electronic Referral Loops by Sending Health Information and Support
Electronic Referral Loops by Receiving and Reconciling Health Information measures.

Modify the Electronic Prior Authorization measure.

Modify the reporting requirements for the Public Health and Clinical Data Exchange objective
by adding the Unique Device Identifiers for Implantable Medical Devices measure.

Adopt two new eCQMs beginning with the FY 2030 payment determination in alignment with
the Hospital Inpatient Quality Reporting Program (the Hospital Harm-Postoperative Venous
Thromboembolism and the Advance Care Planning eCQMs).

Remove three eCQMs beginning with the FY 2030 payment determination in alignment with
the Hospital Inpatient Quality Reporting Program (Venous Thromboembolism phylaxis -
VTE-1, Intensive Care Unit Venous Thromboembolism Prophylaxis - VTE-2 and Discharged
on Antithrombotic Therapy - STK-02- eCQMs).

4712 Country Club Drive, Jefferson City, Mo. 65109
P.0. Box 60, Jefferson City, Mo. 65102
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PPS-Exempt Cancer Hospital (PCH) Quality Reporting Program

The PCH Quality Reporting Program is a quality reporting program for the 11 cancer hospitals that are
statutorily exempt from the IPPS. CMS collects and publishes data from PCHs on applicable quality
measures.

CMS is proposing to adopt two new measures beginning with the FY 2030 program year:

e Advance Care Planning eCQM.
e Malnutrition Care Score eCQM.

CMS is also proposing to remove the COVID-19 Vaccination Coverage Among Healthcare Personnel
measure beginning with the FY 2028 program year. Finally, CMS is proposing to establish reporting and
submission requirements for eCQMs in the PCH setting.

Hospital Readmissions Reduction Program

The Hospital Readmissions Reduction Program is a value-based purchasing program that reduces
payments to hospitals with excess readmissions. CMS is proposing to adopt the Hospital 30-Day, All-
Cause, Risk-Standardized Readmission Rate Following Sepsis Hospitalization measure beginning with
the FY 2029 program year.

CMS says 2,832 hospitals are subject to a penalty, 2,358 hospitals, representing 83.26 of hospitals will
be penalized in FY 2027. (Page 1,505)

Hospital-Acquired Condition Reduction Program

The Hospital-Acquired Condition Reduction Program creates an incentive for hospitals to improve
patient safety and reduce the rate of hospital-acquired conditions. Hospitals in the worst performing
quartile receive a payment reduction of 1 percent on overall Medicare fee-for-service payments. CMS is
not proposing any updates to this program.

Hospital Value-Based Purchasing Program

The Hospital Value-Based Purchasing Program is a budget-neutral program funded by reducing
participating hospitals’ base operating DRG payments each fiscal year by 2 percent and redistributing
the entire amount back to the hospitals as value-based incentive payments. CMS is proposing
modifications to five condition-specific and procedure-specific mortality measures beginning with the
FY 2032 program year. Modifications include adding Medicare Advantage patients and shortening the
performance period:

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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e Hospital 30-Day, All-Cause, Risk-Standardized Mortality Rate Following Acute Myocardial
Infarction (AMI) Hospitalization measure.

e Hospital 30-Day, All-Cause, Risk-Standardized Mortality Rate Following Heart Failure
Hospitalization measure.

e Hospital 30-Day, All-Cause, Risk-Standardized Mortality Rate Following Pneumonia
Hospitalization measure.

e Hospital 30-Day, All-Cause, Risk-Standardized Mortality Rate Following Chronic Obstructive
Pulmonary Disease (COPD) Hospitalization measure.

e Hospital 30-Day, All-Cause, Risk-Standardized Mortality Rate Following Coronary Artery
Bypass Graft (CABG) Surgery Acute Ischemic Stroke measure.

CMS also seeks requests for information on two topics:

e Potential use of the Emergency Care Access and Timeliness eCQM for the inpatient setting.
e Potential future use of the Adult Community-Onset Sepsis Standardized Mortality Ratio
measure.

CMS notes that the number of hospitals with a positive percent change in base operating DRG (51.5
percent) is higher than the number of hospitals with a negative percent change (48.5 percent).
(Page 1,508)

Long Term Care Hospital Quality Reporting Program (LTCH QRP)

Any LTCHs that do not meet reporting requirements may be subject to a 2-percentage point reduction
in their Annual Payment Update. Additionally, measures adopted into the LTCH QRP are publicly
reported on the Care Compare tool at Medicare.gov. CMS is proposing to:

e Remove two measures from the LTCH QRP:
o COVID-19 Vaccination Coverage among healthcare personnel measure beginning
with the FY 2028 LTCH QRP.

o COVID-19 Vaccine: Percent of Patients/Residents Who Are Up to Date measure
beginning with the FY 2028 LTCH QRP.

Team Model

The Transforming Episode Accountability Model (TEAM), is a mandatory alternative payment model
that was finalized in the FY 2025 IPPS/LTCH PPS final rule.

CMS proposes updates to TEAM that would modify policies affecting episode category triggers, quality
measure assessment, and the construction of target prices. Additionally, CMS is soliciting public

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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feedback on two Request for Information (RFIs) regarding ambulatory surgical center episodes and
voluntary participation of hospitals with physician ownership.

The Comprehensive Care for Joint Replacement

Comprehensive Care for Joint Replacement CIR Expanded (CJR-X) Model builds upon the CIJR Model
test that ran from April 1, 2016 to December 31, 2024. Based on the strength of evidence from the
CJR Model, the CMS Innovation Center is proposing to expand the model nationally, including U.S.
Territories in FY 2028. The model would continue to focus on improving care and reducing spending for
Medicare beneficiaries undergoing lower extremity joint replacement (LEJR) procedures. Participating
hospitals would be held accountable for spending and quality of care during an inpatient stay or
hospital outpatient procedure and for the 90 days following hospital discharge. If finalized, the CIR-X
Model would be mandatory for acute care hospitals, except for those participating in TEAM, and acute
care hospitals located in Maryland. CJR-X would include some modifications to the CJR Model. Some
quality measures and payment methodology policies have been updated in response to CIR Model
evaluation results, stakeholder feedback, and changes to national care delivery patterns among both
CIR and non-CJR hospitals.

Comment

The proposal does not contain a table of contents. At 1,586 pages not to have a table of contents is
simply inexcusable and unacceptable. Page numbers to the display version are displayed in red

Summary of Impacts (Page 18)

Description of Costs, Transfers, Savings, and Benefits

Description

Proposed Update to the IPPS  |As discussed in Appendix A, acute care hospitals are estimated to experience a $1.9
Payment Rates and Other billion increase in payments in FY 2027, primarily driven by the changes in FY 2027
Payment Policies operating payments, including outlier payments, uncompensated care payments, capital
payments, new technology add-on payments, and the expiration of the temporary
changes in the low-volume hospital program and the expiration of the MDH program on
January 1, 2027.

Proposed Update to the LTCH As discussed in Appendix A, CMS estimates that the changes to the payment rates and
PPS Payment Rates and Other | factors for the LTCH PPS standard Federal payment rate for FY 2027, would result in an
Payment Policies estimated increase in payments in FY 2027 of approximately $55 million.

Proposed Requirements to IAs discussed in Appendix A, as of October 1, 2026, CMS does not expect that approved
Prohibit Unlawful Discrimination|programs or accrediting bodies would continue to or newly engage in unlawful

by Graduate Medical Education (discrimination on the basis of race or other protected characteristics.

Programs and Nursing and

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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Provision
Description

Description of Costs, Transfers, Savings, and Benefits

Allied Health Education
Programs

Changes to the Hospital
Readmissions Reduction
Program

CMS estimates that changes for the Hospital Readmissions Reduction Program will

result in no financial impact for the FY 2027 payment determination.

Changes to the Value-based

Incentive Payments under the

Hospital Value-Based
Purchasing Program

CMS estimates that there will be no net financial impact to the Hospital Value-Based
Purchasing Program for the FY 2027 program year in the aggregate because, by law,
the amount available for value-based incentive payments under the program in a given
year must be equal to the total amount of base operating MS-DRG payment amount
reductions for that year, as estimated by the Secretary. The estimated amount of base
operating MS-DRG payment amount reductions for the FY 2027 program year and,
therefore, the estimated amount available for value-based incentive payments for FY
2027 discharges is approximately $1.9 billion.

Changes to the Hospital IQR
Program

Across 3,050 IPPS hospitals, CMS estimates that changes for the Hospital Inpatient
Quality Reporting Program will result in an increase of 8,133 hours and $447,803 to
the information collection burden for the FY 2030 payment determination and
subsequent years

Changes to the PCH Quality
Reporting Program

Across 11 PCHs, CMS estimates that changes for the PCH Quality Reporting Program
will result in a decrease of 84 hours and $4,975 to the information collection burden
for the FY 2028 program year and subsequent years

Changes to the LTCH QRP

Across 318 LTCHs, CMS estimates that proposed changes for the LTCH QRP would
result in a total information collection burden decrease of 4,473 hours associated with
policies and updated burden estimates and a total cost decrease of approximately
$207,309.29 for the FY 2028 LTCH QRP.

Changes to the Medicare
Promoting Interoperability
Program

Across 4,550 eligible hospitals and CAHs, CMS estimates that changes for the Medicare
Promoting Interoperability Program result in a total information collection burden
increase of 3,886 hours and $213,962 for the EHR reporting period in CY 2026 and
subsequent years.

Transforming Episode
Accountability Model (TEAM)

CMS estimates for the TEAM proposals included in this proposed rule that there would
be no significant change from the savings estimate in the FY 2026 IPPS/LTCH PPS
final rule.

CIR-X

CMS estimates that the proposed CIJR-X model would result in saving the Medicare
program $725 million across 5 performance years. CMS says these estimates represent
only a portion of the potential savings CJR-X may generate, as the model does not have
a specified end date.

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance,
at 573-893-3700 | ext. 136 or awheeler@MoHospitals.org

4712 Country Club Drive, Jefferson City, Mo. 65109
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PROPOSED CHANGES TO THE PROSPECTIVE PAYMENT RATES

Proposed Changes in the Inpatient Hospital Update for FY 2027 (§ 412.64(d)) (Pages 449 and
1,323)

The FY 2027 market basket update used to determine the applicable percentage increase for the IPPS is
based on IHS Global Inc.’s (IGI's) fourth quarter 2025 forecast of the 2023-based IPPS market basket
rate-of-increase with historical data through third quarter 2025, which is estimated to be 3.2 percent.

For FY 2027, CMS is proposing a productivity adjustment of -0.8 percent.
Therefore, the update would be 2.4 percent (3.2-0.8).

The proposed applicable percentage increase under the IPPS for FY 2027 is equal to the rate-of-increase
in the hospital market basket for IPPS hospitals in all areas, subject to the following:

e A reduction of one-quarter of the applicable percentage increase (prior to the application of other
statutory adjustments; also referred to as the market basket update or rate-of-increase (with no
adjustments)) for hospitals that fail to submit quality information under rules established by the
Secretary in accordance with section 1886(b)(3)(B)(viii) of the Act.

¢ A reduction of three-quarters of the applicable percentage increase (prior to the application of
other statutory adjustments; also referred to as the market basket update or rate-of-increase (with
no adjustments)) for hospitals not considered to be meaningful EHR users in accordance with
section 1886(b)(3)(B)(ix) of the Act.

Proposed FY 2027 Applicable Percentage Increases for the IPPS (Page 451)

Hospital Submitted Hospital Submitted Hospital Did NOT Hospital Did NOT
Quality Data and Quality Data and is Submit Quality Data Submit Quality
FY 2027 is a Meaningful NOT a Meaningful and is a Meaningful Data and is NOT a

EHR User EHR User Meaningful EHR
EHR User User

Proposed Market Basket Rate-of-Increase

Proposed Adjustment for Failure to Submit
Quality Data under Section 0.0 0.0 -0.8 -0.8
1886(b)(3)(B)(viii) of the Act

Proposed Adjustment for Failure to be a
Meaningful EHR User under Section
1886(b)(3)(B)(ix) of the Act

0.0 -2.4 0.0 -2.4

Proposed Productivity Adjustment under
Section 1886(b)(3)(B)(xi) of the Act -0.8 -0.8 -0.8 -0.8
Proposed Applicable Percentage
Increase Applied to Standardized 2.4 0.0 1.6 -0.8
Amount

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Slcl;bBDri\é% JJefIfferson Cétty I\P//IIOI gg}gg
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The current (FY 2026) large urban labor rate is $4,456.72 and the non-labor rate is $2,295.89 for a total
of $6,752.61. The other area labor rate is $4,186.62 and the non-labor component is $2,565.89 also for

a total of $6,752.61

The following table (Page 1,378) illustrates the changes from the current FY 2026 national standardized
amounts to the proposed FY 2027 national standardized amounts.

The $6,752.61 amount is adjusted by dividing the outlier, geographic and the rural demonstration
reclassification factors, etc. as shown in the table below resulting in a gross payment rate of $7,444.32
for FY 2026. This amount is then further adjusted by multiplying the proposed FY 2027 adjustments.

Please note, we have added the combined labor/ non-labor amounts, and a row reflecting “totals.”

Changes from FY 2026 Standardized Amounts to the Proposed

FY 2027 Standardized Amounts

Hospital Submitted
Quality Data and is a
Meaningful EHR User

FY 2026 Base Rate after removing:

1. FY 2026 Geographic Reclassification
Budget Neutrality (0.956835)

2. FY 2026 Operating Outlier Offset
(0.949)

3. FY 2026 Cap Policy Wage Index
Budget Neutrality Factor

(0.999397)

4. Transition for the Discontinuation of
the Low Wage Index Hospital Policy
Budget Neutrality Factor (0.999726)

5. FY 2026 Rural Demonstration

Budget Neutrality Factor
(0.999552)

If Wage Index is Greater
Than 1.0000:

Labor (66.0%)
$4,914.60
Nonlabor (34.0%)
$2,531.76

(Combined labor and
nonlabor =

$7,446.36)

If Wage Index is less Than
or Equal to 1.0000:

Labor (62%)
$4,616.74
Nonlabor (38%)
$2,829.62

(Combined labor and
nonlabor =

$7,446.32)

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance,

at 573-893-3700 | ext. 136 or awheeler@MoHospitals.org

Hospital Submitted
Quality Data and is
a Meaningful EHR User

If Wage Index is Greater
Than 1.0000:

Labor (66.0%)
$4,914.60
Nonlabor (34.0%)
$2,531.76

(Combined labor and
nonlabor =

$7,446.36)

If Wage Index is less Than
or Equal to 1.0000:

Labor (62%)
$4,616.74
Nonlabor (38%)
$2,829.62

(Combined labor and
nonlabor =

$7,446.32)

P.O.

Hospital Did
Submit Quality Data
and is a Meaningful

EHR User

If Wage Index is Greater
Than 1.0000:
Labor (66.0%)

$4,914.60
Nonlabor (34.0%)
$2,531.76

(Combined labor and
nonlabor =

$7,446.36)

If Wage Index is less Than
or Equal to 1.0000:

Labor (62%)
$4,616.74
Nonlabor (38%)
$2,829.62

(Combined labor and
nonlabor =

$7,446.32)

4712 Country Club Drive, Jefferson City, Mo. 65109

Box 60, Jefferson City, Mo. 65102
573-893-3700 | MoHospitals.org

Hospital Did
Submit Quality Data
and is £
Meaningful EHR User

If Wage Index is Greater
Than 1.0000:

Labor (66.0%)
$4,914.60
Nonlabor (34.0%)
$2,531.76

(Combined labor and
nonlabor =

$7,446.36)

If Wage Index is less Than
or Equal to 1.0000:

Labor (62%)
$4,616.74
Nonlabor (38%)
$2,829.62

(Combined labor and
nonlabor =

$7,446.32)
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Hospital Submitted
Quality Data and is
a Meaningful EHR User

Hospital Did
Submit Quality Data
and is a Meaningful

EHR User

Hospital Did
Submit Quality Data
and is £
Meaningful EHR User

Hospital Submitted

Quality Data and is a
Meaningful EHR User

Proposed FY 2027 Update Factor

1.0240

1.0

1.016

0.9920

Proposed FY 2027 MS-DRG
Reclassification and Recalibration
Budget Neutrality Factor Before

Cap

0.998687

0.998687

0.998687

0.998687

Proposed FY 2027 Cap Policy MS-DRG
Weight Budget Neutrality Factor

0.999753

0.999753

0.999753

0.999753

Proposed FY 2027 Wage Index Budget
NeutralityFactor

1.000296

1.000296

1.000296

1.000296

Proposed FY 2027
Reclassification Budget
Neutrality Factor

0.972154

0.972154

0.972154

0.972154

Proposed FY 2027 Cap Policy
Wage Index Budget Neutrality
Factor

0.991972

0.991972

0.991972

0.991972

Proposed Transition for the

Discontinuation of the Low
Wage Index Hospital Policy
Budget Neutrality Factor

0.999782

0.999782

0.999782

0.999782

Proposed FY 2027 Operating Outlier
Factor

0.949

0.949

0.949

0.949

[Totals

$6,967.87

$6,804.56

$6,913.43

$6,750.13

National Standardized Amount for
FY 2026 if Wage Index is Greater
Than 1.0000; Labor/Non-Labor
Share Percentage (66/34)

Labor:

Nonlabor:

$4,598.80

$2,369.07

Labor:

Nonlabor:

$4,491.02

$2,313.54

Labor:

Nonlabor:

$4,562.87

$2,350.56

Labor:

Nonlabor:

$4,455.09

$2,295.04

National Standardized Amount for
FY 2026 if Wage Index is Less Than
or Equal to 1.0000; Labor/Non-
Labor Share Percentage (62/38)

Labor:

Nonlabor:

$4,320.08

$2,647.79

Labor:

Nonlabor:

$4,218.83

$2,585.73

Labor:

Nonlabor:

$4,286.33

$2,627.10

Labor:

Nonlabor:

$4,185.08

$2,565.05

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance,
at 573-893-3700 | ext. 136 or awheeler@MoHospitals.org

4712 Country Club Drive, Jefferson City, Mo. 65109
P.0. Box 60, Jefferson City, Mo. 65102
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Proposed Changes to the IPPS for Capital-Related Costs (Pages 592 and 1,405)

The proposed FY 2027 capital rate is $545.22

Comparison of Factors and Adjustments: Fy 2026 Capital Federal Rate and Proposed Fy
2027 Capital Federal Rate

FY 2026 FY 2027 Change Percent
Change
Update Factorl 1.0280 1.0310 1.0310 3.10
GAF/DRG Adjustment Factorl 0.9918 1.0139 1.0139 1.39
GAF Cap/Transition Adjustment Factor? 0.9989 0.9913 0.9923 -0.77
Outlier Adjustment Factor3 0.9616 0.9642 1.0027 0.27
Capital Federal Rate $524.15 545.22 1.0402 4.024

1 The update factor and the GAF/DRG budget neutrality adjustment factors are built permanently into the capital Federal rate.
Thus, for example, the incremental change from FY 2026 to FY 2027 resulting from the application of the proposed 1.0139
GAF/DRG budget neutrality adjustment factor for FY 2027 is a net change of 1.0139 (or 1.39 percent).

2 The GAF Cap/Transition budget neutrality adjustment factor is not built permanently into the capital Federal rate; that is, the
factor is not applied cumulatively in determining the capital Federal rate. Thus, for example, the net change resulting from the
application of the proposed FY 2027 GAF Cap/Transition budget neutrality adjustment factor is 0.9913/0.9989 or 0.9923 (or -0.77
percent).

3 The outlier reduction factor is not built permanently into the capital Federal rate; that is, the factor is not applied cumulatively in
determining the capital Federal rate. Thus, for example, the net change resulting from the application of the proposed FY 2027
outlier adjustment factor is 0.9642/0.9616 or 1.0027 (or 0.27 percent).

4 Percent change may not sum due to rounding.

Proposed Labor-Related Share for the FY 2027 Wage Index (Page 400)

For FY 2027, for all IPPS hospitals (including Puerto Rico hospitals) whose wage indexes are less than
or equal to 1.0000, CMS is proposing to apply the wage index to a labor-related share of 62 percent of
the national standardized amount. For all IPPS hospitals (including Puerto Rico hospitals) whose wage
indexes are greater than 1.000, for FY 2027, CMS is proposing to apply the wage index to a labor-
related share of 66.0 percent of the national standardized amount.

Proposed Outlier Payments (Page 1,347)

CMS is proposing to incorporate a projection of outlier reconciliation dollars by targeting an outlier
threshold at 5.14 percent [5.1 percent - (-0.04 percent)]. (Page 1,356)

. > 7. . . . 4712 Country Club Drive, Jefferson City, Mo. 65109
2 Vi
QM@S[IO”S. Contact Andrew Wheeler, MHA's Vice President ofFedeml Finance, P.0. Box 60, Jefferson City, Mo. 65102

at 573-893-3700 | ext. 136 or awheeler@MoHospitals.org 573-393-3700 | MoHospitals.org
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CMS is proposing an outlier fixed-loss cost threshold for FY 2027 equal to the prospective payment rate
for the MS-DRG, plus any IME, empirically justified Medicare DSH payments, estimated uncompensated
care payment, estimated supplemental payment for eligible IHS/Tribal hospitals and Puerto Rico
hospitals, and any add-on payments for new technology, plus $51,704. (Page 1,372)

CMS’ current estimate, using available FY 2025 claims data, is that actual outlier payments for FY 2025
were approximately 4.86 percent of actual total MS-DRG payments. (Page 1,375)

Comment

Once again, CMS has underpaid hospitals for outlier payments. And, once again CMS uses (in our
opinion) faulty logic to avoid paying for both under and over estimates.

“Consistent with the policy and statutory interpretation we have maintained since the inception of the
IPPS, we do not make retroactive adjustments to outlier payments to ensure that total outlier payments
for FY 2025 are equal to 5.1 percent of total MS-DRG payments. A retroactive change to the fixed-loss
outlier threshold would affect all hospitals subject to the IPPS, thereby undercutting the predictability of
the system as a whole.”

Proposed Changes for Hospitals Excluded from the IPPS (Page 595)

For this FY 2027 IPPS/LTCH PPS proposed rule, based on IGI’s 2025 fourth quarter forecast, CMS
estimates that the 2023-based IPPS operating market basket percentage increase for FY 2027 is 3.2
percent (that is, the estimate of the market basket rate-of-increase).

Based on this estimate, the FY 2027 rate-of-increase percentage that will be applied to the FY 2026
target amounts in order to calculate the FY 2027 target amounts for children’s hospitals, the 11 cancer
hospitals, RNHCIs, and short-term acute care hospitals located in the U.S. Virgin Islands, Guam, the
Northern Mariana Islands, and American Samoa is 3.2 percent, in accordance with the applicable
regulations at 42 CFR 413.40.

PROPOSED CHANGES TO THE HOSPITAL WAGE INDEX FOR ACUTE CARE HOSPITALS (Page 344)

The proposed FY 2027 wage index values are based on the data collected from the Medicare cost reports
submitted by hospitals for cost reporting periods beginning in FY 2023 (cost reports with a begin date on
or after October 1, 2022 and before October 1, 2023).

CMS calculated the proposed FY 2027 wage index using the Worksheet S-3, Parts II and III wage data
of 3,006 hospitals.

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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The FY 2027 wage index data available as of January 30, 2026 are at:

https://www.cms.gov/medicare/payment/prospective-payment-systems/acute-inpatient-
pps/wageindex-files/fy-2027-wage-index-home-page.

Proposed Occupational Mix Adjustment to the FY 2027 Wage Index (Page 369)

Proposed FY 2027 Occupational Mix Adjusted National Average Hourly Wage is $58.82.

Occupational Mix Nursing Subcategory Average Hourly Wage ‘
National RN $60.49
National LPN and Surgical Technician $35.01
National Nurse Aide, Orderly, and Attendant $23.58
National Medical Assistant $23.11
National Nurse Category $50.14

Hospital Redesignations and Reclassifications (Page 374)

Hospitals may have their geographic area changed for wage index payment by applying for urban to
rural reclassification under section 1886(d)(8)(E) of the Act (implemented at § 412.103), reclassification
by the Medicare Geographic Classification Review Board (MGCRB) under section 1886(d)(10) of the

Act, Lugar status redesignations under section 1886(d)(8)(B) of the Act, or a combination of the
foregoing.

CMS is proposing to modify 412.230(c)(1) to include ferry routes when mapping the shortest route. This
change would minimize appeals of MGCRB decisions and reduce administrative burden for both CMS and
hospitals. (Page 381)

Proposed Wage Index Adjustments: Rural Floor, Imputed Floor, State Frontier Floor, Out-
Migration Adjustment, Cap on Wage Index Decrease Policies, and Continuation of Transition
for the Discontinuation of the Low Wage Index Hospital Policy (Page 387)

Rural Floor (Page 388)

Section 4410(a) of the Balanced Budget Act of 1997 (Pub. L. 105-33) provides that, for discharges on
or after October 1, 1997, the area wage index applicable to any hospital that is located in an urban area

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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of a State may not be less than the area wage index applicable to hospitals located in rural areas in that
State.

CMS estimates that 535 hospitals would receive the rural floor in FY 2027.

Imputed Floor (Page 389)

Section 1886(d)(3)(E)(iv)(I) and (II) of the Act provides that for discharges occurring on or after
October 1, 2021, the area wage index applicable to any hospital in an all-urban State may not be
less than the minimum area wage index for the fiscal year for hospitals in that State established
using the methodology described in § 412.64(h)(4)(vi) as in effect for FY 2018.

States that would be all-urban States as defined in section 1886(d)(3)(E)(iv)(IV) of the Act, and thus
hospitals in such States that would be eligible to receive an increase in their wage index due to
application of the imputed floor for FY 2027. These hospitals are identified in Table 3 (which is available
on the CMS website).

State Frontier Floor for FY 2027 (Page 391)

In this proposed rule, 40 hospitals would receive the frontier floor value of 1.00 for their FY 2027
proposed wage index. These hospitals are located in Montana, North Dakota, South Dakota, and
Wyoming. CMS notes that while Nevada meets the criteria of a frontier State, all hospitals within the
State currently receive a wage index value greater than 1.00.

Continued Transition for the Discontinuation of the Low Wage Index Hospital Policy
(Page 396)

In the FY 2020 IPPS/LTCH PPS final rule, CMS finalized a temporary budget-neutral policy to address
wage index disparities affecting low-wage index hospitals.

On July 23, 2024, the Court of Appeals for the D.C. Circuit held that the Secretary lacked authority
under section 1886(d)(3)(E) or 1886(d)(5)(I)(ii) of the Act to adopt the low wage index hospital policy
for FY 2020 and that the policy and related budget neutrality adjustment must be vacated. (Bridgeport
Hosp. v. Becerra, 108 F.4th 882, 887-91 & n.6 (D.C. Cir. 2024).

After considering the appellate court’s decision, CMS is discontinuing the low wage index hospital policy
for FY 2026 and subsequent years.

CMS has adopted a budget-neutral narrow transitional exception to the calculation of FY 2026 IPPS
payments for low-wage index hospitals significantly impacted by the discontinuation of the low-wage
index hospital policy.

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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CMS is proposing to extend the transitional exception to the calculation payments for FY 2027 for these
hospitals in the same manner as it did for the FY 2026 wage index.

The transitional exception policy CMS proposing for FY 2027 would continue to apply only to hospitals
that benefited from the FY 2024 low wage index hospital policy

If the hospital is significantly impacted by the discontinuation of the low wage index hospital policy,
meaning the hospital’s proposed FY 2027 wage index is decreasing by more than 14.2625 percent from
the hospital’s FY 2024 wage index, then the transitional payment exception for FY 2027 for that hospital
would be equal to the additional FY 2027 amount the hospital would be paid under the IPPS if its FY
2027 wage index were equal to 85.7375 percent of its FY 2024 wage index. (Page 398)

FY 2027 Wage Index Tables (Page 400)

In this FY 2027 IPPS/LTCH PPS proposed rule, CMS has included the following wage index tables: Table 2
titled “Case-Mix Index and Wage Index Table by CCN”; Table 3 titled "Wage Index Table by CBSA”; Table
4A titled “List of Counties Eligible for the Out-Migration Adjustment under Section 1886(d)(13) of the
Act”; and Table 4B titled “Counties redesignated under section 1886(d)(8)(B) of the Act (Lugar
Counties).”

PROPOSED PAYMENT ADJUSTMENT FOR MEDICARE DISPROPORTIONATE SHARE HOSPITALS
(DSHS) FOR FY 2027 (§ 412.106) (Page 404)

Beginning with discharges in FY 2014, hospitals that qualify for Medicare DSH payments under section
1886(d)(5)(F) of the Act receive 25 percent of the amount they previously would have received under
the statutory formula for Medicare DSH payments.

Section 1886(r)(2) of the Act provides that, for each eligible hospital in FY 2014 and subsequent years,
the remaining estimate of 75 percent of uncompensated care payment is the product of three factors.

Factor (1) 75 percent of the total amount of DSH payments that would otherwise be made under
section 1886(d)(5)(F) of the Act. (Page 415)

For this proposed rule, the Office of the Actuary’s (OACT's) January 2026 estimates of Medicare DSH
payments for FY 2027 without regard to the application of section 1886(r)(1) of the Act, is
approximately $15.303 billion.

Therefore, also based on OACT’s January 2026 Medicare DSH estimates, the estimate of empirically
justified Medicare DSH payments for FY 2027, with the application of section 1886(r)(1) of the Act, is

approximately $3.826 billion (or 25 percent of the total amount of estimated Medicare DSH

payments for FY 2027). (Page 417)

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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CMS is determining that Factor 1 for FY 2027 would be $11.477 billion, which is equal to 75 percent of
the total amount of estimated Medicare DSH payments for FY 2027 ($15.303 billion minus $3.826
billion).

Factor (2) 1 minus the percent change in the percent of individuals who are uninsured.

CMS is continuing to use the methodology that was used in fiscal years (FYs) 2018 through 2026 to
determine Factor 2 for FY 2027 - to use the National Health Expenditure Accounts (NHEA) data to
determine the percentage point change in the percent of individuals who are uninsured.

OACT has estimated that the uninsured rate for the historical baseline year of 2013 was 14.0 percent,
and that the uninsured rates for CYs 2026 and 2027 are projected to be 9.0 and 9.1percent,
respectively.

The calculation of the proposed Factor 2 for FY 2027 is as follows:

e Percent of individuals without insurance for CY 2013: 14.0 percent.

e Percent of individuals without insurance for CY 2026: 9.0 percent.

e Percent of individuals without insurance for CY 2027: 9.1 percent.

e Percent of individuals without insurance for FY 2027: (0.25 times 0.090) + (0.75 times 0.091) =
9.1 percent.

e FY 2027’s proposed Factor 2 is calculated as 1 minus the percent change in the percent

of individuals without insurance between CY 2013 and FY 2027.

e Proposed Factor 2 is as follows: 1 - |((0.14 - 0.091)/0.14)| = 1 - 0.3500 = 0.6500

CMS proposes that Factor 2 for FY 2027 would be 65.00 percent.

The proposed FY 2027 uncompensated care amount is equivalent to proposed Factor 1 multiplied by
proposed Factor 2, which is $7,460,212,500.

Factor (3) The hospital’s uncompensated care amount relative to the uncompensated care amount for all
hospitals that receive DSH payments, expressed as a percentage

The following shows the 75 percent yearly amounts for DSH payments.

. The FY 2014 “pool” was $9.033 billion
. The FY 2015 “pool” was $7.648 billion
. The FY 2016 “pool” was $6.406 billion
. The FY 2017 “pool” was $6.054 billion
. The FY 2018 “pool” was $6.767 billion
Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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. The FY 2019 “pool” was $8.273 billion
. The FY 2020 “pool” was $8.351 billion
. The FY 2021 “pool” was $8.290 billion
. The FY 2022 “pool” was $7.192 billion
. The FY 2023 “pool” was $6.874 billion
o The FY 2024 “pool” was $5.938 billion
. The FY 2025 “pool” was $5.706 billion
. The FY 2026 “pool” was $7.713 billion
The pool amount for FY 2027 will be $7.460 billion, which is $253 million less than the

current FY 2026 amount.

Calculation of Factor 3 for FY 2026 (Page 423)

Factor 3 is a hospital-specific value that expresses the proportion of the estimated uncompensated care
amount for each subsection (d) hospital and each subsection (d) Puerto Rico hospital with the potential
to receive Medicare DSH payments relative to the estimated uncompensated care amount for all
hospitals estimated to receive Medicare DSH payments in the fiscal year for which the uncompensated
care payment is to be made.

OTHER DECISIONS AND CHANGES TO THE IPPS FOR OPERATING COSTS
Proposed Changes to MS—-DRGs Subject to Post acute Care Transfer Policy and MS-DRG
Special Payments Policies (§ 412.4) (Page 439)

Based on analysis of FY 2025 MedPAR claims data, CMS proposes to make changes to a number of MS-
DRGs, effective for FY 2027. Specifically, CMS is proposing the following changes: (Page 441)

e Reassigning an ICD-10-PCS code describing the insertion of an endocardiac pacing electrode to
MS-DRGs 228-229, deleting MS-DRGs 258, 259, 260, 261 and 262, and creating proposed new
MS-DRGs 210 and 211 (Cardiac Pacemaker Revision or Device Replacement with MCC and
without MCC, respectively).

e Reassigning the ICD-10-PCS codes describing extensive spinal fusions, fusions performed with a
custom-made anatomically designed interbody fusion device and fusion of the sacroiliac joints
using an internal fixation device with tulip connector from MS-DRGs 402, 426-428, 447-448,

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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450-451, and 456-458 to proposed new MS-DRGs 523, 524, and 525 (Extensive or Complex
Spinal Fusion Procedures Except Cervical with MCC, with CC, and without CC/MCC, respectively).

Redesignating an ICD-10-PCS code describing introduction of an antibiotic-eluting bone void
filler from non-0.R. to non-0.R. affecting the MS-DRG assignment for MS-DRGs 463, 474, 477,
480, 492, 616, and 628.

Deleting MS-DRGs 485-487, and creating proposed new MS-DRG 400 (Knee Procedures with
Principal Diagnosis of Infection).

Deleting MS-DRGs 466-468, and creating proposed new MS-DRG 449 (Revision of Hip or Knee
Replacement).

Creating proposed new MS-DRG 403 (Hip or Knee Procedures with Principal Diagnosis of
Periprosthetic Joint Infection with MCC or Insertion of Antibiotic-eluting Bone Void Filler) and
proposed new MS-DRG 404 (Hip or Knee Procedures with Principal Diagnosis of Periprosthetic
Joint Infection without MCC).

Deleting MS-DRGs 736, 737, 738, 739, 740 and 741 and creating proposed new MSDRGs
731, 732, and 733 for uterine and adnexa procedures for female reproductive system

malignancies.

Deleting MS-DRG 264 (Other Circulatory System O.R. Procedures) and creating proposed new
MS-DRGs 361 and 362 (Other Circulatory System O.R. Procedures with and without MCC,
respectively).

Adding ICD-10-PCS procedure codes describing the introduction of pancreatic islet cells to a new
“Islet Cell Transplant Procedures” logic list in Pre-MDC MS-DRGs 008, 010, and 019.

Considering the proposed changes to the MS-DRGs for FY 2027, according to the regulations under §
412.4(d), CMS evaluated the proposed new MS-DRGs using the general post-acute care transfer policy
criteria and data from the FY 2025 MedPAR file.

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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CMS says that “proposed new and revised MS-DRGs 210, 361, 362, 400, 403, 404, 426, 457, 463, 464,
474, 475, 523, 524, 616, and 617 would qualify to be included on the list of MS-DRGs that are subject
to the post-acute care transfer policy. (Page 444)

CMS is, therefore, proposing to add new or revised MS-DRGs 210, 211, 361, 362, 400, 403, 404, 456,
457, 458, 523, 524, and 525 to the list of MS-DRGs that are subject to the post-acute care transfer

policy.

The table on Page 445 lists the proposed new or revised MS_DRGS subject to review of post-acute care
transfer policy status for FY 2027.

CMS is proposing that proposed new and revised MS-DRGs 361, 362, 400, 403, 404, 456, 457, 458,
463, 464, 465, 616, 617, 618 would be subject to the MS-DRG special payment methodology, effective
for FY 2027. (Page 447)

Rural Referral Centers (RRCs) Annual Updates to Case-Mix Index (CMI) and Discharge
Criteria (§ 412.96) (Page 456)
A rural hospital with less than 275 beds may be classified as an RRC if—

e The hospital's case-mix index (CMI) is at least equal to the lower of the median CMI for urban
hospitals in its census region, excluding hospitals with approved teaching programs, or the
median CMI for all urban hospitals nationally; and

e The hospital's number of discharges is at least 5,000 per year, or, if fewer, the median number of
discharges for urban hospitals in the census region in which the hospital is located. (The number
of discharges criterion for an osteopathic hospital is at least 3,000 discharges.)

Case-mix (Page 457)

If rural hospitals with fewer than 275 beds are to qualify for initial RRC status for cost reporting periods
beginning on or after October 1, 2026, they must have a CMI value for FY 2025 that is

e 1.7783 (national--all urban); or

e The median CMI value (not transfer-adjusted) for urban hospitals (excluding hospitals with
approved teaching programs as identified in § 413.75) calculated by CMS for the census region
in which the hospital is located.

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Slcl;sz;i\é% JJeeflffeerrS:onnCCi?ty)]/ I\P/'Ikc))- gg}gg
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The CMI values by region are set forth in the following table:

Case-Mix Index Values

Region
1. New England (CT, ME, MA, NH, RI, VT) 1.4884
2. Middle Atlantic (PA, NJ, NY) 1.5588
3. East North Central (IL, IN, MI, OH, WI) 1.6479
4. West North Central (IA, KS, MN, MO, NE, ND, SD) 1.6839
5. South Atlantic (DE, DC, FL, GA, MD, NC, SC, VA, WV) 1.6330
6. East South Central (AL, KY, MS, TN) 1.5670
7. West South Central (AR, LA, OK, TX) 1.7816
8. Mountain (AZ, CO, ID, MT, NV, NM, UT, WY) 1.79165
9. Pacific (AK, CA, HI, OR, WA) 1.7329

A hospital must also have the number of discharges for its cost reporting period that began during FY
2024 a figure that is at least—

e 5,000 (3,000 for an osteopathic hospital); or
e If less, the median number of discharges for urban hospitals in the census region in which the
hospital is located.

CMS says that because the median number of discharges for hospitals in each census region is greater
than the national standard of 5,000 discharges, 5,000 discharges is the minimum criterion for all
hospitals, except for osteopathic hospitals for which the minimum criterion is 3,000 discharges.

Proposed Payment Adjustment for Low-Volume Hospitals (§ 412.101) (Page 461)

The Consolidated Appropriations Act, 2026, provided an extension of the temporary changes to the
qualifying criteria and payment adjustment methodology for certain low-volume hospitals through FY
2026 and the portion of fiscal year 2027 beginning on October 1, 2026, and ending on December 31,
2026.

CMS proposes to make conforming changes to paragraphs (b)(2)(iii) and (c)(3) introductory text of §
412.101 to reflect that the low-volume hospital payment adjustment policy in effect through FY 2026
and the portion of fiscal year 2027 beginning on October 1, 2026, and ending on December 31, 2026 is
the same low-volume hospital payment adjustment policy in effect for FYs 2019. (Page 464)

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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Payment Adjustment for the portion of FY 2027 beginning on January 1, 2027 and
Subsequent Fiscal Years (Page 465)

Absent further Congressional action, effective for the portion of FY 2027 beginning on January 1, 2027,
and ending on September 30, 2027, and for FY 2028 and subsequent fiscal years, under current policy
at § 412.101(b), to qualify as a low-volume hospital, a subsection (d) hospital must be more than 25
road miles from another subsection (d) hospital and have less than 200 discharges (that is, less than
200 discharges total, including both Medicare and non-Medicare discharges) during the fiscal year.

Proposed Changes in the Medicare-Dependent, Small Rural Hospital (MDH) Program
(Page 472)

CMS is proposing to make conforming changes to the regulations governing the MDH program at §
412.108(a)(1) and (c)(2)(iii) and the general payment rules at § 412.90(j) to reflect the extension of
the MDH program through December 31, 2026.

Absent Congressional action, beginning January 1, 2027, all hospitals that previously qualified for MDH
status under section 1886(d)(5)(G) of the Act will no longer have MDH status and will be paid based on
the Federal rate.

Payment for Indirect and Direct Graduate Medical Education Costs (§§ 412.105 and 413.75
through 413.83) (Page 476)

CMS is proposing to require that, in addition to meeting other applicable requirements, an approved
medical residency training program must not discriminate, or promote or encourage discrimination, on
the basis of race, color, national origin, sex, age, disability, or religion, including the use of those
characteristics or intentional proxies for those characteristics as a selection criterion for employment,
program participation, resource allocation, or similar activities, opportunities, or benefits. (Page 478)

CMS is proposing that, effective for programs started on or after October 1, 2026, in order for a
residency program to be considered new, in addition to receiving initial accreditation from the
appropriate accrediting body, at least 90 percent of the individual resident trainees (not FTEs) must not
have previous training in the same specialty as the new program. (Page 488)

Comment

Calculating both GME and IME has been a difficult effort. There are many issues at hand, and as
evidenced by length of this section of the rule which extends nearly 50 pages. Those involved in this
provision need to read all of the material being presented.

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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Reasonable Cost Payment for Nursing and Allied Health Education Programs (§413.85 and
§413.87) (Page 523)

CMS is proposing to change the regulations text at 42 CFR 413.85(d)(2)(i) and (ii) to state that the net
cost of approved educational activities is determined by taking the allowable direct costs incurred by the
provider for trainee stipends and compensation of faculty employed by the provider, and subtracting
from those direct costs the revenues the provider receives from students or on behalf of students
enrolled in the program, such as, but not limited to, tuition, student fees, or textbooks purchased for
resale. After subtracting revenues from allowable direct costs, indirect costs would be allocated to the
nursing and allied health cost centers (limited to those costs that the provider itself incurs in connection
with the operation of its approved educational activities), consistent with Medicare cost-finding principles
at 42 CFR 413.24.

The effective date of this proposed change would be cost reporting periods beginning on or after October
1, 2026.

CMS is not proposing changes to the existing portion of the regulations at § 413.85(d)(2)(ii) stating that
net NAH costs do not include patient care costs, costs incurred by a related organization, or costs that
constitute a redistribution of costs from an educational institution to a provider or costs that have been
or are currently being provided through community support. (Page 536)

Payment Adjustment for Certain Immunotherapy Cases (§§ 412.85 and 412.312) (Page 547)

CMS is proposing to continue to apply an adjustment to the payment amount for expanded access use
of immunotherapy and applicable clinical trial cases, and other cases where the immunotherapy product
is not purchased in the usual manner, such as obtained at no cost, that group to MS-DRG 018,
calculated using the same methodology, as modified in the FY 2024 IPPS/LTCH PPS final rule), that CMS
is proposing to use to adjust the case count for purposes of the relative weight calculations, including
proposed modifications to that methodology for FY 2027.

Hospital Readmissions Reduction Program (Page 551)

The table below shows the Hospital Readmissions Reduction Program measure set for the FY 2027
program year and subsequent years, that is, the “applicable conditions” used to calculate excess
readmission ratios.

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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Summary of Previously Finalized and Proposed Hospital 30-Day, All-Cause, Risk-Standardized

Unplanned Readmission Measures in the Hospital Readmissions Reduction Program

Applicable Condition or Procedure FY 2027 FY 2028 FY 2029

Acute Myocardial Infarction X X X
Chronic Obstructive Pulmonary Disease X X X
Heart Failure X X X
Pneumonia X X X
Coronary Artery Bypass Graft Surgery X X X
Elective Primary Total Hip Arthroplasty and/or Total Knee X X X
Arthroplasty

Sepsis* X*

*CMS is proposing to adopt the Hospital 30-Day, All-Cause, Risk-Standardized Readmission Rate Following Sepsis Hospitalization

Measure Beginning with the FY 2029 program year.

CMS says that for FY 2027, 2,358 hospital are subject to being penalized. (Page 1,505)

Hospital Value-Based Purchasing Program (Page 574)

CMS is proposing to adopt substantive measure updates to five condition-specific and procedure-specific
mortality measures, in the Clinical Outcome domain, beginning with the July 1, 2028 through June 30,
2030 performance period for the FY 2032 program year.

The following table identifies these measures.

Elective Primary Total Hip Arthroplasty (THA) and/or Total Knee
Arthroplasty (TKA)

MORT-30-AMI** Hospital 30-Day, All-Cause, Risk-Standardized Mortality Rate 0230
Following Acute Myocardial Infarction (AMI) Hospitalization

MORT-30-HF** Hospital 30-Day, All-Cause, Risk-Standardized Mortality Rate 0229
Following Heart Failure (HF) Hospitalization

MORT-30-PN** Hospital 30-Day, All-Cause, Risk-Standardized Mortality Rate 0468
Following Pneumonia Hospitalization

MORT-30-COPD** Hospital 30-Day, All-Cause, Risk-Standardized Mortality Rate 1893
Following Chronic Obstructive Pulmonary Disease (COPD)
Hospitalization

MORT-30-CABG** Hospital 30-Day, All-Cause, Risk-Standardized Mortality Rate 2558
Following Coronary Artery Bypass Graft (CABG) Surgery

COMP-HIP-KNEE*** Hospital Level Risk-Standardized Complication Rate Following 1550

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance,
at 573-893-3700 | ext. 136 or awheeler@MoHospitals.org
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** In this proposed rule, CMS proposes modifications to the MORT-30-AMI, MORT-30-HF, MORT-30-PN, MORT-30-COPD,
MORT-30-CABG measures beginning with the FY 2032 program year.

*** In the FY 2026 IPPS/LTCH PPS final rule, CMS finalized modifications to the COMP-HIP-KNEE measure in the Hospital
Value-Based Purchasing Program beginning with the FY 2033 program year (90 FR 36943 through 36948). The updated COMPHIP-
KNEE measure will include Medicare Advantage beneficiaries in the measure cohort and a reduced reporting period from 3

to 2 years beginning with the FY 2033 program year.

CMS estimates the available pool of funds for value-based incentive payments in the FY 2027 program
year, which, in accordance with section 1886(0)(7)(C)(v) of the Act, will be 2.00 percent of base
operating DRG payments, or a total of approximately $1.9 billion.

The number of hospitals with a positive percent change in base operating DRG (51.5 percent) is higher
than the number of hospitals with a negative percent change (48.5 percent). (Page 1,507)

Hospital-Acquired Condition (HAC) Reduction Program (Page 586)
CMS is not making any proposals or updates for the HAC Reduction Program in this proposed rule.

Nonetheless, CMS says 721 hospitals will be negatively impacted. (Page 1,512)

PROPOSED CHANGES TO MEDICARE SEVERITY DIAGNOSIS-RELATED GROUP (MS-DRG)
CLASSIFICATIONS AND RELATIVE WEIGHTS (Page 33)

Proposed Changes to Specific MS-DRG Classifications
Comment

This is a relatively long section spanning 173 pages. We are providing actions by CMS regarding its
reviews of the following items.

Short-term External Heart Assist Systems (Page 41)

CMS received a request to reassign cases reporting procedure codes describing the insertion of a short-
term external heart assist device from MDC 04 MS-DRGs 163, 164, and 165 (Major Chest Procedures
with MCC, with CC, and without CC/MCC, respectively) to MDC 05 (Diseases and Disorders of the
Circulatory System) MS-DRG 215 (Other Heart Assist System Implant).

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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CMS is not proposing to reassign cases reporting procedure codes describing the insertion of a short-
term external heart assist device from MDC 04 MS-DRGs 163, 164, and 165 (Major Chest Procedures
with MCC, with CC, and without CC/MCC, respectively) to MDC 05 MS-DRG 215 (Other Heart Assist
System Implant) for FY 2027. (Page 50)

Fluorescence Guided Procedures of the Trunk Region using Pafolacianine (Page 50)

CYTALUX® (pafolacianine) is a folate receptor-targeted fluorescent optical imaging agent used as an
adjunct for the identification of malignant and non-malignant pulmonary lesions in adult patients with
known or suspected lung cancer. CYTALUX® binds to the folate receptors on these cancer cells and is
endocytosed into folate receptor positive cancer cells.

CMS is proposing to maintain the current structure of MS-DRGs 163, 164, and 165. (Page 54)

WISE® CRT System

The WIiSE® CRT System is an implantable cardiac pacing system that delivers left ventricular
endocardial pacing (LVEP) specifically for cardiac resynchronization therapy (CRT) without the use of
wires or leads going into the heart.

CMS is proposing to reassign procedure code X2HN37B (Insertion of endocardiac pacing electrode into
left ventricle, percutaneous approach, new technology group 11) from MS-DRG 264 to MS-DRGs 228
and 229 for clinical coherence and to better account for the anticipated resources required. CMS is also
proposing to delete the procedure code combination of X2HN37B and XHH80HB from the GROUPER logic
of MSDRGs 242, 243, and 244. (Page 58)

CMS is proposing to delete MS-DRGs 258, 259, 260, 261, and 262 and to create two new MS-DRGs with
a two-way severity level split for cases reporting procedure codes describing cardiac pacemaker revision
or device replacement in MDC 05. These proposed new MS-DRGs are MS-DRG 210 (Cardiac Pacemaker
Revision or Device Replacement with MCC) and proposed new MS-DRG 211 (Cardiac Pacemaker Revision
or Device Replacement without MCC). (Page 63)

CMS is proposing to delete base MS-DRG 264 and proposing to create two new MS-DRGs with a two-
way severity level split for cases reporting other circulatory system O.R. Procedures in MDC 05. These
proposed new MS-DRGs are proposed new MS-DRG 361 (Other Circulatory System O.R. Procedures with
MCC) and proposed new MS-DRG 362 (Other Circulatory System O.R. Procedures without MCC). (Page
65)

Spinal Fusion and Pelvic Fixation Procedures

CMS is proposing to create new MS-DRGs 523, 524, and 525 (Extensive or Complex Spinal Fusion
Procedures Except Cervical with MCC, with CC, and without CC/MCC, respectively). Specifically, CMS is
proposing to reassign cases reporting an extensive spinal fusion procedure from MS-DRGs 426, 427,

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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428, 456, 457 and 458 and to reassign cases reporting a spinal fusion procedure with use of the
aprevo® custom-made anatomically designed interbody fusion device or the iFuse Bedrock™ Granite
Implant System from MS-DRGs 402, 426, 427, 428, 447, 448, 450, 451, 456, 457 and 458 to proposed
new MS-DRGs 523, 524, and 525.

CMS is also proposing to revise the titles for MS-DRGs 426, 447, and 450 to remove the reference to
“Custom-made Anatomically Designed Interbody Fusion Device” and to revise the titles for MS-DRGs
456, 457, and 458 to remove the reference to “Extensive Fusions”. (Page 84)

Hip or Knee Procedures with Periprosthetic Joint Infection

CMS received a request to reassign cases reporting a hip or knee procedure with a principal diagnosis of
periprosthetic joint infection (PJI).

In summary, for FY 2027, CMS is proposing to 1) remove the restriction logic for MS-DRGs 466, 467,
and 468 and MS-DRGs 485, 486, and 487, 2) remove ICD-10-CM diagnosis codes T84.53XA and
T84.54XA from the logic for case assignment to MS-DRGs 485, 486, and 487, 3) delete MS-DRGs 466,
467, and 468 and MS-DRGs 485, 486, and 487, 4) create new base MS-DRG 449 and new base MS-DRG
400 with the logic lists as reflected in Tables 6P.3c and 6P.3d, respectively, that are available in
association with this FY 2027 IPPS/LTCH PPS proposed rule, 5) redesignate procedure code XW0VOP7
from non-0.R. to non-0.R. affecting specified MS-DRGs as discussed in this section of this FY 2027
IPPS/LTCH PPS proposed rule, 6) create new MS-DRG 403 (Hip or Knee Procedures with Principal
Diagnosis of Periprosthetic Joint Infection with MCC or Insertion of Antibiotic-eluting Bone Void Filler) to
reflect cases reporting a hip or knee procedure with a principal diagnosis of PJI and the reassignment of
cases reporting ICD-10-PCS code XWOVOP7 from the lower severity level to the higher (with MCC)
severity level and create new MS-DRG 404 (Hip or Knee Procedures with Principal Diagnosis of
Periprosthetic Joint Infection without MCC) with the logic lists as reflected in Table 6P.3b, and 7)
reassign cases reporting ICD-10-PCS code XWOVOP7 from the lower severity level (without CC/MCC or
with CC) to the higher (with MCC) severity level and revise the titles to the following MS-DRGs to reflect
the proposed reassignment. (Page 103)

CERAMENT® G Antibiotic-eluting Bone Void Filler

CERAMENT® V is an injectable synthetic bone void filler that consists of hydroxyapatite, calcium sulfate,
and the antibiotic vancomycin hydrochloride.

CMS is proposing to reassign cases reporting procedure code XWOVOP7 from the lower severity level
MS-DRGs 617 and 618 to the higher severity (MCC) level MS-DRG 616 and from the lower severity level
MS-DRGs 629 and 630 to the higher severity (MCC) level MS-DRG 628. CMS is also proposing to revise
the title of MS-DRG 616 from “Amputation of Lower Limb for Endocrine, Nutritional and Metabolic
Disorders with MCC"” to “"Amputation of Lower Limb for Endocrine, Nutritional and Metabolic Disorders
with MCC or Insertion of Antibiotic-eluting Bone Void Filler” and to revise the title of MS-DRG 628 from
“Other Endocrine, Nutritional and Metabolic O.R. Procedures with MCC” to “Other

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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Endocrine, Nutritional and Metabolic O.R. Procedures with MCC or Insertion of Antibioticeluting Bone
Void Filler.” (Page 109)

Prostatectomy

CMS is proposing to remove eight ICD-10-PCS procedure code combinations from the GROUPER logic of
MDC 11 MS-DRGs 665, 666, and 667 (Prostatectomy with MCC, with CC, and without CC/MCC,
respectively). (Page 111)

Islet Cell Transplantation

CMS is proposing to add the 11 ICD-10-PCS procedure codes that describe the introduction of pancreatic
islet cells to a new “Islet Cell Transplant Procedures” logic list in MS-DRGs 008, 010, and 019.
Additionally, CMS is also proposing to delete the sixth logic list entitled “or Principal Diagnosis” that is
defined by ICD-10-CM diagnosis codes E10.21 (Type 1 diabetes mellitus with diabetic nephropathy),
E10.22 (Type 1 diabetes mellitus with diabetic chronic kidney disease) and E10.29 (Type 1 diabetes
mellitus with other diabetic kidney complication) and the seventh logic list entitled “and Non-Operating
Room Procedures” from MS-DRGs 673, 674, and 675. Lastly, for consistency, CMS is proposing to
change the title of MS-DRG 008 from “Simultaneous Pancreas and Kidney Transplant” to “Simultaneous
Pancreas, Islet Cell and Kidney Transplant,” proposing to change the title of MS-DRG 010 from “Pancreas
Transplant” to “Pancreas or Islet Cell Transplant” and proposing to change the title of MS-DRG 019 from
“Simultaneous Pancreas and Kidney Transplant with Hemodialysis” to “Simultaneous Pancreas, Islet Cell
and Kidney Transplant with Hemodialysis” to better reflect the assigned procedures effective October 1,
2026. (Page 117)

Fluorescence Guided Procedures of the Female Reproductive System using Pafolacianine

CMS is proposing the deletion of MS-DRGs 736, 737, 738, 739, 740, and 741, and the creation of a base
MS-DRG for cases reporting uterine and adnexa procedures and a principal diagnosis describing a
female reproductive system malignancy, split by a three-way severity level subgroup. (Page 132)

Comment

There are more MS-DRG items including operating vs non-operating room procedures, Non-O.R.
Procedures to O.R. Procedures, Proposed Changes to the MS-DRG Diagnosis Codes for FY 2027 and
Proposed Changes to Severity Levels. These items begin on page 132.

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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Tables

CMS is making available the following tables associated with this proposed rule at:
https://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/AcutelnpatientPPS/index.html

Unfortunately this another link that doesn’t work. It takes you to FY 2026. However, if you scroll down
on the left side, open the item listed as “FY 2027 Proposed Rule Homepage.”

e Table 6A.—New Diagnosis Codes-FY 2027;

e Table 6B.—New Procedure Codes-FY 2027;

e Table 6C.—Invalid Diagnosis Codes-FY 2027;

e Table 6D.—Invalid Procedure Codes-FY 2027;

e Table 6E.—Revised Diagnosis Code Titles-FY 2027;

e Table 6G.1.—Proposed Secondary Diagnosis Order Additions to the CC Exclusions List-FY 2027;
e Table 6G.2.— Proposed Principal Diagnosis Order Additions to the CC Exclusions List-FY 2027;
e Table 6H.1.— Proposed Secondary Diagnosis Order Deletions to the CC Exclusions List-FY 2027;
e Table 6H.2.— Proposed Principal Diagnosis Order Deletions to the CC Exclusions List—FY 2027;
e Table 6I.1.— Proposed Additions to the MCC List-FY 2027;

e Table 6].1.— Proposed Additions to the CC List-FY 2027; and

e Table 6].2.— Proposed Deletions to the CC List-FY 2027.

ADD-ON PAYMENTS FOR NEW SERVICES AND TECHNOLOGIES FOR FY 2027 (Page 207)

CMS presents its proposals to continue the new technology add-on payments for FY 2027 for those
technologies that were approved for the new technology add-on payment for FY 2026, and which would
still be considered “new” for purposes of new technology add-on payments for FY 2027. CMS also
presents its proposals to discontinue new technology add-on payments for FY 2027 for those
technologies that were approved for the new technology add-on payment for FY 2026, and which would
no longer be considered “new” for purposes of new technology add-on payments for FY 2027. (Page
227)

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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PROPOSED CONTINUATION OF TECHNOLOGIES APPROVED FOR FY 2026 NEW TECHNOLOGY
ADD-ON PAYMENTS STILL CONSIDERED NEW FOR FY 2027 BECAUSE THE 3-YEAR
ANNIVERSARY DATE WILL OCCUR ON OR AFTER OCTOBER 1, 2026 (Page 232)

Technology

Newness Start
Date

NTAP

Start Date

3-year
Anniversary
Date of Entry
onto U.S.
Market

Previous Final Rule
Citations

Proposed
Maximum
NTAP

Coding
Used to
Identify
Cases
Eligible for
NTAP

Amount for
FY 2027

Annalise Enterprise 10/10/2023 10/01/2024 10/10/2026 89 FR 69205 through XXEOX1A
CTB Triage—OH 69208 $241.39
90 FR 36665 through
36669
ASTar® System 04/26/2024 10/01/2024 04/26/2027 89 FR 69208 through XXE5X2A
69210 $97.50
90 FR 36665 through
36669
Edwards EVOQUET 02/01/2024 10/01/2024 02/01/2027 89 FR 69210 through X2RI3RA
Tricuspid Valve 69213 $31,850.00
Replacement System
(“EVOQUETM 90 FR 36665 through
System”) 36669
GORE® EXCLUDER® 01/12/2024 10/01/2024 01/12/2027 89 FR 69213 through X2VE3SA
Thoracoabdominal 69215 $47,238.75
Branch Endoprosthesis
(TAMBE Device) 90 FR 36665 through
36669
LimFlow™ System 11/01/2023 10/01/2024 11/01/2026 89 FR 69215 through 041M3J]S,
69218 $16,250.00 | 041N3JS,
041P3]S,
36669
041R3JS,
041S33S,
041T33S, or
041U33S
Paradise™ Ultrasound 11/7/2023 10/01/2024 11/07/2026 89 FR 69218 through
Renal Denervation 69221 $14,950.00 | X051329
System
90 FR 36665 through
36669
PulseSelect™ Pulsed 12/13/2023 10/01/2024 12/13/2026 89 FR 69221 through
Field Ablation (PFA) 69225 $6,337.50 | 02583ZF
Loop Catheter

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance,
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Technology

Newness Start
Date

NTAP

Start Date

3-year
Anniversary
Date of Entry
onto U.S.
Market

Previous Final Rule
Citations

90 FR 36665 through
36669

Proposed
Maximum
NTAP

Amount for
FY 2027

Coding
Used to
Identify
Cases
Eligible for
NTAP

Symplicity Spyral™
Multi-Electrode Renal
Denervation Catheter

11/17/2023

10/01/2024

11/17/2026

89 FR 69225 through
69228

90 FR 36665 through
36669

$10,400.00

X05133A

TriClip™ G4

04/01/2024

10/01/2024

04/01/2027

89 FR 69228 through
69230

90 FR 36665 through
36669

$26,000.00

02U1331z

10

VADER® Pedicle
System

02/26/2024

10/01/2024

02/26/2027

89 FR 69230 through
69236

90 FR 36665 through
36669

$28,242.50

XRHE0FA,
XRH63FA,
XRH64FA,
XRH70FA,
XRH73FA,
XRH74FA,
XRH8OFA,
XRH83FA,
XRHB4FA,
XRHAOFA,
XRHA3FA,
XRHA4FA,
XRHBOFA,
XRHB3FA,
XRHB4FA,
XRHCOFA,
XRHC3FA,
XRHC4FA,
XRHDOFA,
XRHD3FA, or
XRHD4FA in

combination
with one of
the following:
M46.20,
M46.22,
M46.23,
M46.24,
M46.25,
M46.26,

4712 Country Club Drive, Jefferson City, Mo. 65109
P.0. Box 60, Jefferson City, Mo. 65102
573-893-3700 | MoHospitals.org

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance,
at 573-893-3700 | ext. 136 or awheeler@MoHospitals.org

MISSOURI HOSPITAL ASSOCIATION

Page 31



Technology

Newness Start
Date

NTAP

Start Date

3-year
Anniversary
Date of Entry
onto U.S.
Market

Previous Final Rule
Citations

Proposed
Maximum
NTAP

Amount for
FY 2027

Coding
Used to
Identify
Cases
Eligible for
NTAP

M46.27,
M46.30,
M46.32,
M46.33,
M46.34,
M46.35,
M46.36,
M46.37,
M46.39,
M46.40,
M46.42,
M46.43,
M46.44,
M46.45,
M46.46,
M46.47,
M46.49,
M46.50,
M46.51,
M46.52,
M46.53,
M46.54,
M46.55,
M46.56,
M46.57,
M46.59,
M46.80,
M46.82,
M46.83,
M46.84,
M46.85,
M46.86,
M46.87,
M46.89,
M46.90,
M46.92,
M46.93,
M46.94,
M46.95,
M46.96,
M46.97, or
M46.99

11

ZEVTERA™
(ceftobiprole

medocaril); ABSSSI
and CABP indications

09/30/2024

10/01/2024

09/30/2027

89 FR 69236 through
69238

$5,287.50

XWO0335A or
XWO0435A

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance,
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3-year Proposed Coding
Anniversary . . Maximum Used to
Technology Newness Start NTAP Date of Entry Previous Final Rule NTAP Identify
Date onto U.S. Citations Cases
Start Date Market Amount for  Ejigiple for
FY 2027 NTAP
90 FR 36665 through
36669
12 ZEVTERA™ 09/30/2024 10/01/2024 09/30/2027 89 FR 69236 through XWO0335A or
(ceftobiprole 69238 XWO0435A in
medocaril); SAB $16,215.00 | combination
indication 90 FR 36665 through V\.llth R78.81
36669 (in
combination
with B95.61
or B95.62)
13 CASGEVY™ 12/08/2023 10/01/2024 12/08/2026 89 FR 69128 through XW13318 or
(exagamglogene 69135 XW143318 in
autotemcel); Sickle combination
Cell Disease indication 90 FR 36665 through $1,650,000.00 | with one of
36669 the following:
D57.1,
D57.20,
D57.40,
D57.42,
D57.44, or
D57.80
14 HEPZATO™ KIT 01/08/2024 10/01/2024 01/08/2027 89 FR 69158 through
(melphalan for 69170 $118,625.00 | XW053T9 in
injection/hepatic combination
delivery system) 90 FR 36665 through with 5A1C00Z
36669
15 LYFGENIA™ 12/08/2023 10/01/2024 12/08/2026 89 FR 69188 through
(lovotibeglogene 69196 $2,325,000.00 | XW133H9 or
XW143H9
autotemcel)
90 FR 36665
through 36669
16 . 01/31/2025 10/01/2025 01/31/2028 90 FR 36770 through XRGJIOB9,
4WEB Medical Ankle 36773 $15,275.00 | XRGKOB9,
Truss System XRGLOB9, or
XRGMO0OB9
17 AeroPace® System 12/04/2024 10/01/2025 12/04/2027 90 FR 36773 through $23,650.90 | X2H13XB
36776

4712 Country Club Drive, Jefferson City, Mo. 65109
P.0. Box 60, Jefferson City, Mo. 65102
573-893-3700 | MoHospitals.org
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18

Technology

AGENT™ Paclitaxel-
Coated Balloon
Catheter

Newness Start

Date

02/29/2024

NTAP

Start Date

10/01/2025

3-year
Anniversary
Date of Entry
onto U.S.
Market

02/29/2027

Previous Final Rule

Citations

90 FR 36776 through
36779

Proposed
Maximum
NTAP

Amount for
FY 2027

$4,013.75

Coding
Used to
Identify
Cases
Eligible for
NTAP

XWOI3HA,
XWOI3JA,
XWOI3KA,
XWOI3LA,
XWOK3HA,
XWOK3JA,
XWOK3KA,
XWOK3LA,
XWOL3HA,
XWOL3JA,
XWOL3KA,
XWOL3LA,
XWOM3HA,
XWOM3JA,
XWOM3KA, or
XWOM3LA

19

alfapump® system

12/20/2024

10/01/2025

12/20/2027

90 FR 36779 through
36781

$21,450.00

0W1G3J6 in
combination
with 0JH80YZ

20

aprevo®-C cervical
interbody fusion
device

11/15/2024

10/01/2025

11/15/2027

90 FR 36781 through
36784

$21,125.00

XRG10RB,
XRG13RB,
XRG14RB,
XRG20RB,
XRG23RB,
XRG24RB,
XRG40RB,
XRG43RB, or
XRG44RB

21

CERAMENT® G (open
fracture indication)

03/13/2024

10/01/2025

03/13/2027

90 FR 36784 through
36786

$5,687.50

XWOVOP7
without any
of the ICD-10-
CM diagnosis
codes in
category M86

22

Emily's Care Nourish
Test System (Model 1)

05/03/2024

10/01/2025

05/03/2027

90 FR 36786 through
36792

$3,347.50

XXEZXAB in
combination
with one of
the following:
P05.01,
P05.02,
P05.03,
P05.04,
P05.05,
P0O5.11,
P05.12,

4712 Country Club Drive, Jefferson City, Mo. 65109
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Technology

Newness Start
Date

NTAP

Start Date

3-year
Anniversary
Date of Entry
onto U.S.
Market

Previous Final Rule
Citations

Proposed
Maximum

NTAP

Amount for

FY 2027

Coding

Used to

Identify
Cases

Eligible for

NTAP

P05.13,
P05.14,
P05.15,
P07.00,
P07.01,
P07.02,
P07.03,
P07.14, or
P07.15

23

Esprit™ BTK
Everolimus Eluting
Resorbable Scaffold
System

04/26/2024

10/01/2025

04/26/2027

90 FR 36792 through
36795

$6,922.50

X27P3TA,
X27Q3TA,
X27R3TA,
X27S3TA,
X27T3TA, or
X27U3TA

24

EUROPA™ Posterior
Cervical Fusion
System

11/19/2024

10/01/2025

11/19/2027

90 FR 36795 through
36798

$80,548.00

XRH10GB,
XRH13GB,
XRH14GB,
XRH20GB,
XRH23GB,
XRH24GB,
XRH40GB,
XRH43GB,
XRH44GB,
XRH60GB,
XRH63GB, or
XRH64GB

25

iFuse TORQ TNT™
Implant System

08/19/2024

10/01/2025

08/19/2027

90 FR 36798 through
36803

$4,135.95

XRGEOHB,
XRGE3HB,
XRGFOHB,
XRGF3HB,
XNSNOHB,
XNSN3HB,
XNSPOHB,
XNSP3HB,
XNH60HB,
XNH63HB,
XNH70HB, or
XNH73HB

26

Merit Wrapsody® Cell
Impermeable
Endoprosthesis (CIE)

01/02/2025

10/01/2025

01/02/2028

90 FR 36803 through
36806

$3,770.00

X275358,
X276358,
X277358,
X278358,
X279358,
X27A35B,

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance,
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3-year Proposed Coding
Anniversary . . Maximum Used to
Technology Newness Start NTAP Date of Entry PI‘EVIO_US l-jmal Rule NTAP Identify
Date S T onto U.S. Citations Cases
art Date
Market Amount for  Ejigiple for
FY 2027 NTAP
X27B35B,
X27C35B,
X27D35B, or
X27E35B
27 Minima Stent System |08/28/2024 10/01/2025 08/28/2027 90 FR 36806 through $22,685.00 | X273398B,
36808 X274398B,
X27W39B, or
X27X39B
28 MY01 Continuous 04/29/2025 10/01/2025 04/29/2028 90 FR 36808 through
Compartmental 36810 $2,112.50 | XX2F3W9
Pressure Monitor
29 PBC Separator with 02/15/2024 10/01/2025 02/15/2027 90 FR 36810 through $87.78 | XXE5XY9
Selux AST System 36813
30 ™ 03/24/2025 10/01/2025 03/24/2028 90 FR 36817 through XRGKOCA,
rest.or3d TIDAL 36819 $18,196.75 | XRGMOCA,
Fusion Cage XRGIOCA, or
XRGLOCA
31 ShortCut™ 09/27/2024 10/01/2025 09/27/2027 90 FR 36819 through $9,750.00 | X28F3VA
36821
32 The WISE CRT System 04/11/2025 10/01/2025 04/11/2028 90 FR 36821 through X2HN3_7B |.n
36823 $41,145.00 | combination
with
XHH80HB
33 TriVerity Test 01/10/2025 10/01/2025 01/10/2028 90 FR 36823 through $243.75 | XXE5XBB
36826
34 VITEK® REVEAL™ AST|10/21/2024 10/01/2025 10/21/2027 90 FR 36826 through $81.25 | XXE5X4A
System 36829
35 EMBLAVEO™ 02/07/2025 10/01/2025 02/07/2028 90 FR 36829 through $9,000.68 | XWO033PB or
(aztreonam- 36831 XW043PB
avibactam)
36 CONTEPO™ 10/22/2025 01/01/2026 10/22/2028 90 FR 36831 through $8,775.00 | XW033WB or
(fosfomycin) 36834 XW043WB
37 AURLUMYN™ (iloprost (11/01/2024 10/01/2025 11/01/2027 90 FR 36680 through $28,600.00 | XW033QB or
injection) 36687 XW043QB
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3-year
Anniversary
Date of Entry
onto U.S.
Market

Proposed
Maximum
NTAP

Coding
Used to
Identify
Cases
Eligible for
NTAP

Technology

NTAP Previous Final Rule

Citations

Newness Start

Date
Start Date Amount for

FY 2027

38 03/14/2024 10/01/2025 03/14/2027 90 FR 36687 through

36695

XWO033N7 or
XWO043N7 in

$316,860.05 | combination

BREYANZI®
(lisocabtagene
maraleucel)

with one of the
following:
C83.00,

C83.01,
C83.02,

C83.03,

C83.04,

C83.05,

C83.06,

C83.07, C83.08,
C83.09, C91.10,
or C91.12

39 GRAFAPEX™
(treosulfan)

01/21/2025 10/01/2025 01/21/2028 90 FR 36707 through

36717

$21,411.00 | XW03388 or

XW04388

05/16/2024 10/01/2025 05/16/2027 90 FR 36717 through

36727

$7,117.50 | XWO33NA or

XWO043NA

40 | IMDELLTRA®
(tarlatamab-dlle)

08/01/2024 10/01/2025 |08/01/2027 90 FR 36753 through

36761

$472,550.00 | XW03368 or

XW04368

41 | TECELRA®
(afamitresgene
autoleucel)

Proposed FY 2027 Applications for New Technology Add-On Payments (Traditional Pathway)
(Page 239)

CMS received 15 applications for new technology add-on payments for FY 2027 under the new
technology add-on payment traditional pathway.

Of the 15 applications received, 3 applicants were not eligible for consideration for new technology add-
on payment because they did not meet requirements, and 4 applicants withdrew their applications prior
to the issuance of this proposed rule. CMS is addressing the remaining 8 applications.

They are:

COBENFY™ (xanomeline and trospium chloride) (Page 240)

Command Center Electronic Glycemic Management System (Page 248)
GAMIFANT® (emapalumab-lzsg) (Page 255)

Orca-T (Page 260)

RAPIBLYK™ (landiolol) (Page 265)

mneEwON =
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6. WASKYRA™ (etuvetidigene autotemcel) (Page 276)
7. YARTEMLEA® (narsoplimab-wuug) (Page 279)
8. ZEVASKYN™ (prademagene zamikeracel) (Page 281)

Proposed FY 2027 Applications for New Technology Add-On Payments (Alternative Pathways)
(Page 290)

CMS received 32 applications for new technology add-on payments for FY 2027 under the new
technology add-on payment alternative pathway. Of the 32 applications received, 7 applications were
not eligible for consideration because they did not meet requirements; and 3 applicants withdrew their
applications prior to the issuance of this proposed rule. For the remaining 22 applications, all of the
technologies received a Breakthrough Device designation from FDA.

CMS is providing an overview of the new technology add-on payment application and CMS’s preliminary
assessment for each alternative pathway application, and propose whether or not each technology
would be eligible for the new technology add-on payment for FY 2027.

1. Bayesian Health Sepsis Flagging Device (Page 293) CMS is proposing approval.

2. BriefCase-Triage: CARE (Clinical Al Reasoning Engine) Multi-Triage CT Body (Page 295) CMS is
proposing to approve.

CARA System (Page 297) Proposing approval.

CERAMENT® V (Page 299) Proposing approval.

Ceribell Delirium Monitor System (Page 301) Proposing approval.

CMORE® CT System (posterior cervico-thoracic system) (Page 304)

The CMORE® CT System would only be eligible for new technology add-on payment for its
Breakthrough Device-designated indication, as an adjunct to fusion of the cervical spine (C1 to
C7) and the upper thoracic spine (T1 to T3), if approved.

7. GORE® VIABAHN® FORTEGRA Venous Stent (Page 307) Proposing approval.

8. Infuse™ Bone Graft (Page 308) Proposing to approve.

9. InVision Precision Cardiac Amyloid (Page 310) Proposing to approve.

10. MediBeacon® Transdermal GFR Measurement System (TGFR) (Page 312) Proposing to approve.
11. Micro Medical Solutions MicroStent and the MicroStent XL Peripheral Vascular Stent System
(Page 314) Proposing to approve.

ousw

12. Nelli™ Seizure Monitoring System (Page 315) Proposing to approve.

13. NEXUS® Aortic Arch Stent Graft System (Page 317) Proposing to approve.

14. OmniaSecure™ MRI SureScan™ Lead Model 3930M (Page 319) Proposing to approve.
15. PearlMatrix™ P-15 Peptide Enhanced Bone Graft (Page 320) Proposing to approve.
16. PMcardio® STEMI AI ECG Model (Page 323) Proposing to approve.

17. SAPIEN M3 Transcatheter Mitral Valve Replacement System (Page 325) Proposing to approve.

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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18. SetPoint System® (Page 327) Proposing to approve.

19. Spur® Peripheral Retrievable Stent System (Page 328) Proposing to approve.

20. Trilogy™ Transcatheter Aortic Valve Regurgitation System (Page 330) Proposing to approve.
21. ViaOne™ Epicardial Access System (Page 331) Proposing to approve.

22. VUNO Med-DeepCARS® (Page 333) Proposing to approve.

PROPOSED QUALITY DATA REPORTING REQUIREMENTS FOR SPECIFIC PROVIDERS (Page 649)
Table IX.C.5. on page 733 contains the Previously Finalized and Proposed Hospital

Inpatient Quality Reporting Program Measure Set by Data Collection Method and Payment Determination
(PD)

Comments

While CMS is making numerous changes to its quality reporting programs, the easiest way to
understand the basic changes is from the summary on page 2 of this document.

The provisions starting on page 649 provide extensive details about the items being added, modified
and deleted.

This section is more than 200 pages. There appears to be several errors in the table of contents. For
example a heading reads “Proposed Adoption of the Hospital Harm—Postoperative Venous
Thromboembolism Electronic Clinical Quality Measure.” It is listed as item “b.” Prior is an item listed as
“5” and if our counting is correct this “"C 4 5.” If so, where is “a?”

It would be very helpful if CMS expanded its numbering system to reflect the paragraph sections being
discussed rather than just providing a single letter.

PROPOSED CHANGES TO THE LONG-TERM CARE HOSPITAL PROSPECTIVE PAYMENT SYSTEM
(LTCH PPS) FOR FY 2027 (Pages 608 & 1,410)

Changes to the LTCH PPS Payment Rates and Other Changes to the LTCH PPS for FY 2027
(Page 1,411)

CMS is proposing to establish an annual update to the LTCH PPS standard Federal payment rate of 2.4
percent (that is, the most recent estimate of the 2022-based LTCH market basket increase of 3.2
percent less a proposed productivity adjustment of -0.8 percentage point).

. > 7. . . . 4712 Country Club Drive, Jefferson City, Mo. 65109
2 Vi
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In accordance with § 412.523(c)(3)(xvii), CMS is proposing to apply an update factor of 1.024 to the FY
2026 LTCH PPS standard Federal payment rate of $50,824.51 to determine the proposed FY 2027 LTCH
PPS standard Federal payment rate. Accordingly, CMS is proposing to establish an LTCH PPS standard
Federal payment rate of $52,177.04 (calculated as $50,824.51 x 1.024 x 1.0025505) for FY 2027. The
1.0025505 factor represents the proposed area wage level adjustment budget neutrality factor.

Also, in accordance with § 412.523(c)(3)(xvii) and (c)(4), CMS is required to reduce the annual update
to the LTCH PPS standard Federal payment rate by 2.0 percentage points for LTCHs that fail to submit
the required quality reporting data for FY 2027 as required under the LTCH QRP.

Therefore, for LTCHs that fail to submit quality reporting data under the LTCH QRP, CMS is

proposing to establish an annual update to the LTCH PPS standard Federal payment rate of 0.4
percent (or an update factor of 1.004). This proposed update reflects the proposed annual market
basket update of 3.2 percent reduced by the proposed 0.8 percentage point productivity

adjustment, as required by section 1886(m)(3)(A)(i) of the Act, minus 2.0 percentage points for LTCHs
failing to submit quality data under the LTCH QRP, as required by section 1886(m)(5)

of the Act.

Comment

CMS says it estimates an increase in LTCH payments of $55 million.

Proposed Adjustment for Area Wage Levels Under the LTCH PPS for FY 2027 (Page 1,412)

The proposed FY 2027 LTCH PPS standard Federal payment rate wage index values that would be
applicable for LTCH PPS standard Federal payment rate discharges occurring on or after October 1,
2026, through September 30, 2027, are presented in Table 12A (for urban areas) and Table 12B (for
rural areas) and available on the CMS website.

Proposed Labor-Related Share for the LTCH PPS Standard Federal Payment Rate (Page 1,415)

CMS is proposing a total labor-related share for FY 2027 of 73.0 percent. The. current amount is 72.9
percent.

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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Proposed Adjustment for LTCH PPS High-Cost Outlier (HCO) Cases (Page 1,428)

CMS is proposing a fixed-loss amount for LTCH PPS standard Federal payment rate cases for FY 2027 of
$78,936 that would result in estimated outlier payments projected to be equal to 7.975 percent of
estimated FY 2027 payments for such cases. This is the same amount as the FY 2026 rate. (Page 1,437)

High-Cost Outlier Payments for Site Neutral Payment Rate Cases (Page 1,437)

For FY 2027, CMS is proposing to set the fixed-loss amount for site neutral payment rate cases equal to
the FY 2027 IPPS fixed-loss amount of $51,679

Changes to the Long-Term Care Hospital Quality Reporting Program (LTCH QRP) (Page 776)

CMS is proposing

e The removal of two measures, specifically the COVID-19 Vaccination Coverage Among
Healthcare Personnel (HCP) measure and the COVID-19 Vaccine: Percent of Patients/Residents
Who Are Up to Date measure, beginning with the FY 2028 LTCH QRP

The table on page 777 contains the Quality Measures Currently Adopted for the LTCH QRP.

Tables Referenced in this Proposed Rule are Generally Available on the CMS Website.
https://www.cms.gov/medicare/payment/prospective-payment-systems/acute-inpatient-pps/fy-2027-
ipps-proposed-rule-home-page)

CMS has provided the following;

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Slcl;sz;i\é% JJeeflffeerrS:onnCCi?ty)]/ PP//IIS). gg}gg
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Table 1A-1E (ZIP): This excel spreadsheet contains the proposed FY 2027 Operating and Capital
National Standardized Amounts.

FY 2027 Proposed Rule Tables 2, 3 and 4A and 4B (Wage Index Tables) (ZIP):
Table 2- Proposed Case-Mix Index and Wage Index Table by CMS Certification Number (CCN)
Table 3- Proposed Wage Index Table by CBSA;

Table 4A - Proposed List of Counties Eligible for the Out-Migration Adjustment under Section
1886(d)(13) of the Act

Table 4B - Proposed Counties Redesignated under Section 1886(d)(8)(B) of the Act (LUGAR
COUNTIES)

Table 5 (ZIP): Proposed MS-DRGs, Relative Weighting Factors and Geometric and Arithmetic Mean
Length of Stay

Tables 6A-6].2 and Tables 6P.1a-6P.5b (ZIP):
Table 6A-New Diagnosis Codes;
Table 6B-New Procedure Codes;
Table 6C-Invalid Diagnosis Codes;
Table 6D - Invalid Procedure Codes;
Table 6E-Revised Diagnosis Code Titles;
Table 6G.1- Proposed Secondary Diagnosis Order Additions to the CC Exclusions List;
Table 6G.2- Proposed Principal Diagnosis Order Additions to the CC Exclusions List;
Table 6H.1- Proposed Secondary Diagnosis Order Deletions to the CC Exclusions List;
Table 6H.2- Proposed Principal Diagnosis Order Deletions to the CC Exclusions List;
Table 61.1- Proposed Additions to the MCC List;
Table 6].1- Proposed Additions to the CC List;
Table 6].2 - Proposed Deletions to the CC List.

Tables 6P.1a-6P.5b (ICD-10-CM and ICD-10-PCS Codes for Proposed MS-DRG Changes:

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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See summary tab in excel spreadsheet called "CMS-1849-P TABLE 6P ICD-10-CM and ICD-10-
PCS Codes for Proposed MS-DRG Changes.xIsx” for a complete description of all tables.

Tables 8A, 8B, and 8C (ZIP):

Tables 8A and 8B contain the proposed FY 2027 IPPS operating and capital statewide average
cost-to-charge-ratios.

Table 8C contains the proposed FY 2027 LTCH statewide average cost-to-charge-ratios.

Table 10 (ZIP): Relevant ICD-10 Codes for Certain FY 2027 New Technology Add-On Payment
Applications

Table 15: After hospitals have been given an opportunity to review and correct their calculations for FY
2027, CMS will post Table 15 to display the final FY 2027 readmissions payment adjustment factors,
which will be applicable to discharges occurring on or after October 1, 2026.

Table 16 (ZIP): Proposed Proxy Hospital Value-Based Purchasing (VBP) Program Adjustment Factors
for FY 2027.

Table 18 (ZIP): Proposed FY 2027 Medicare DSH Uncompensated Care Payment Factor 3.

Final Comments and Thoughts

The IPPS rule at 1,586 pages is absolutely absurd. The Medicare Act signed by President Johnson was
138 pages. The first IPPS final rule (January 3, 1984 was 106 pages (as listed in the Federal
Register). There is simply too much unneeded history. One must ask why CMS finds it imperative to be
so repetitious with the need to keep repeating changes from years and even decades ago.

Many changes are being made to simply “save Medicare outlays.” The update factor—market basket at
3.2 percent seems rather low. CMS skirts the issue of not addressing actual rates of increases over the
years. Rather, it continues illogical and irrational statements avoiding what it calls retroactive
adjustments. Correcting prior estimates do not have to be made retroactively. Increases or decreases
can be made to future year adjustments. CMS does such for the Skilled Nursing Facility PPS.

For the most part, the provided web links are broken. Many links take you to FY 2026 information, not
to FY 2027, or to error pages. We agree that links are valuable in understanding issues, but link errors
year after year are simply inexcusable. Please note that we have not addressed all issues. There are too
many.

Questions? Contact Andrew Wheeler, MHAS Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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