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CMS Releases Proposed CY 2027 HH PPS Update

The Centers for Medicare & Medicaid Services have released a proposed rule to Update the CY 2027
Home Heath (HH) Prospective Payment System.

A display copy of the 269-page rule is available at: https://public-inspection.federalregister.gov/2026-
13602.pdf. The rule is scheduled for publication in the July 6 Federal Register. A 60-day comment
period ending August 31 is provided.

The rule covers 7 major policy areas: (1) the HH PPS payment rate updates, (2) PDGM recalibration, (3)
the home health quality reporting program, (4) the expanded HH value-based purchasing (VBP) model,
(5) DMEPOS face-to-face encounter requirements for replacement items, (6) provider enroliment
program integrity, and (7) DME benefit expansion for infusion pumps.

Summary of the Regulatory Impact Analysis

Provision Costs and Cost Savings Transfers Other Notes

Description

CY 2027 HH PPS The overall economic impact related to the To ensure that
Payment Rate home health
Update proposed changes in payments under the HH PPS payments are

for CY 2027 is estimated to be $420 million (2.4 consistent with

statutory payment

percent). The $420 million increase in estimated ]
authority for

payments for CY 2027 reflects the effects of the
CY 2027.
CY 2027 proposed home health payment update

percentage of 2.1. percent ($370 million increase),

and an estimated 0.3 percent increase that reflects

the effects of an updated FDL ($50 million

increase).
HH QRP There are no anticipated changes|
to burden related
to the HH QRP proposals.
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Provision

Description

Costs and Cost Savings

Transfers

Other Notes

Expanded HHVBP
Model

The overall economic impact of the expanded
HHVBP Model for CYs 2023 through 2027 is an
estimated $3.376 billion in total savings to FFS
Medicare from a reduction in unnecessary
hospitalizations and SNF usage as a result of
greater quality improvements in the HH industry.

As for payments to HHAs, there are no aggregate
increases or decreases expected to be applied to

HHAs competing in the expanded HHVBP Model.

DMEPOS
Requirements for
Identical
Replacement
Items

The fiscal impact
of this proposed
clarification cannot
be estimated as it
only identifies
whether a face-to-
face encounter is
required for
payment for
replacement of
DMEPOS items.

Provider
Enrollment and

DMEPOS
Accreditation

CMS projects an annual cost of
approximately $1.4

million to conduct the State
surveys or accreditations for
reactivating hospices.

CMS estimates an annual transfer from Medicare
providers and suppliers to the federal government
of approximately $82 million. This would stem
from CMS’ expansion of the grounds for which it

can retroactively revoke providers and suppliers.

DME Benefit
Expansion for

Infusion Pumps
and Drugs

The expansion is estimated to result in net savings to
Medicare of approximately $800,000 per year.

Beneficiaries may
be able to choose
to receive

additional drugs
via home infusion
that are currently

only available in
an outpatient
healthcare setting.
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Provision Costs and Cost Savings Transfers Other Notes

Description

Country of Origin |CMS anticipates a minimal
financial impact for

DMEPOS contract suppliers as it
believes they will be familiar with
the DMEPOS they provide and
should be able to identify the
country of origin based on the
markings on the product or by
obtaining documentation from
the manufacturer.

The estimated burden estimates
for DMEPOS

contract suppliers are included in
the COI section.

Details about this proposed
update to Form C will

be shared before the required
reporting period in CMS' request
to revise to OMB Information
Collection Request Control No.
0938-1408 (CMS-10744), which
will occur closer to when Round
2028 is implemented. Because
Form Cis a

contracting form, it will only be
needed once a new

round begins.

Comments

CMS is again piggybacking changes to DMEPOS items. We are focusing this analysis on the changes to
the Home Health PPS. CMS should provide separate rulemaking for non-related items. It maybe more
involved and burdensome, but that’s an issue for the agency.

There is no table of contents. We have constructed the following:
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Obviously, the table of contents is both complex and has been difficult to reconstruct. One has to
wonder how CMS is able to maintain its numbering. As noted in item V.C.2.4.d there is no section “d.”

Proposed CY 2027 Payment and Policy Updates for Home Health Agencies

CMS includes an analysis of home health utilization. It also analyzes the difference between assumed
versus actual behavior change on estimated aggregate expenditures for home health payments linked to
changing the unit of payment to 30 days and implementing the Patient-Driven Groupings Model (PDGM)
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case-mix adjustment methodology. The rule analyzes the difference between assumed versus actual
behavior change on estimated aggregate expenditures, discusses permanent adjustments applied in
previous years, and proposes a temporary adjustment to the CY 2027 home health base payment rate
of 3.0 percent.

CMS is not proposing an additional permanent adjustment to the CY 2027 30-day base payment rate;
however, CMS says this proposal would continue to satisfy the statutory requirements at section
1895(b)(3)(D)(ii) of the Social Security Act (the Act) as CMS continues to annually analyze the data
through CY 2026 claims, as required by law, to determine any additional permanent adjustments to
account for the impact of implementing the PDGM. This adjustment accounts for differences between
assumed behavior changes and actual behavior changes on estimated aggregate expenditures because
of the CY 2020 implementation of the PDGM and the change to a 30-day unit of payment. For CY 2023,
2024, and 2025, CMS previously applied reductions of 3.925 percent, 2.890 percent, and 1.975 percent,
respectively, which were half of the estimated required permanent adjustment. CMS also applied a
permanent adjustment of -1.023 percent in CY 2026.

CMS is proposing to recalibrate the PDGM case-mix weights; update the fixed dollar loss (FDL) for
outlier payments; and update the low utilization payment adjustment (LUPA) thresholds, functional
impairment levels, and comorbidity adjustment subgroups for CY 2027.

Proposed CY 2027 Home Health Payment Rate Updates (Page 76)

Proposed CY 2027 Home Health Market Basket Update for HHAs

The proposed home health update percentage for CY 2027 is based on the estimated home health
market basket percentage increase, specified at section 1895(b)(3)(B)(iii) of the Act of 3.1 percent
(based on IHS Global Inc.s first quarter 2026 forecast with historical data through fourth quarter 2025).
The estimated CY 2027 proposed home health market basket percentage increase of 3.1 percent is then
reduced by a productivity adjustment, in accordance with section 1895(b)(3)(B)(vi) of the Act. Based on
IGI’s first quarter 2026 forecast, the proposed productivity adjustment is currently estimated to be 1.0
percentage point for CY 2027. Therefore, the proposed productivity-adjusted CY 2027 home health
market basket update is 2.1 percent (3.1 percent market basket percentage increase, reduced by a 1.0
percentage point productivity adjustment.

Section 1895(b)(3)(B)(v) of the Act requires that the home health percentage update be decreased by
2.0 percentage points for those HHAs that do not submit quality data as required by the Secretary. For

Questions? Contact Andrew Wheeler, MHA’s Vice President of Federal Finance, 4712 Country Fglcl)JbB[c:;i\éed Jjg:feerrs:onn%%’, I\l*//lkc))- g?gg
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HHAs that do not submit the required quality data for CY 2027, the proposed home health payment
update percentage is 0.1 percent (2.1 percent minus 2.0 percentage points).

The labor-related share is 74.9 percent, and the non-labor-related share is 25.1 percent.

Proposed CY 2027 Home Health Wage Index

For CY 2027, the 5.0 percent cap on wage index decreases will continue to be calculated at the county
level as well as the CBSA and statewide rural area level.

The complete list of counties and corresponding transition codes can be found as a separate tab in the
calendar year’s wage index file located on the CMS website at:
https://www.cms.gov/medicare/payment/prospective-payment-systems/home-health-pps/homehealth-
pps-wage-index. [This link does not work.]

Proposed CY 2027 HH PPS Wage Index

CMS is proposing to base the HH PPS wage index on the FY 2027 hospital pre-floor, pre-reclassified
wage index for hospital cost reporting periods beginning on or after October 1, 2022, and before
October 1, 2023 (FY 2023 cost report data). The proposed CY 2027 HH PPS wage index would not take
into account any geographic reclassification of hospitals, including those in accordance with sections
1886(d)(8)(B) or 1886(d)(10) of the Act, but would include the 5.0 percent cap.

The proposed HH PPS wage index file applicable for CY 2027 (January 1, 2027, through December 31,
2027) is available on the CMS website at:

https://www.cms.gov/medicare/enrollment-renewal/providers-suppliers/home-health-agencycenter.

[Again, this link does not work.]

Questions? Contact Andrew Wheeler, MHA’s Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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Proposed CY 2027 National, Standardized 30-Day Period Payment Amount

To determine the CY 2027 national, standardized 30-day period payment rate, CMS would continue its
practice of using the most recent, complete utilization data at the time of rulemaking; that is, CMS is
using CY 2025 claims data for CY 2027 payment rate updates.

To calculate the CY 2027 national, standardized 30-day period payment amount, CMS began with the
actual CY 2026 national standardized 30-day period payment amount (with the temporary adjustment
factor included) and applied an adjustment factor of 1.03093 (which is equal to 1 divided by the CY
2026 temporary adjustment factor of 0.97000) to remove the temporary adjustment factor as shown in
the table below.

CY 2026 National, Standardized 30-Day Period Payment Amount (Without Temporary
Adjustment)

CY 2026

CY 2026 National Removing CY 2026
Temporary
Adjustment Factor

National, Standardized 30-Day
Period Payment (Without

Standardized 30-Day

Period Payment (With Temporary Adjustment)
Temporary Adjustment)

$2,038.22 1.03093 $2,101.26

CMS applies a case-mix weight recalibration budget neutrality factor, a wage index budget neutrality
factor, the home health payment update percentage, and a temporary adjustment factor to update the
CY 2027 payment rate.

The proposed case-mix weight budget neutrality factor for CY 2027 is 1.0045.

Questions? Contact Andrew Wheeler, MHA’s Vice President of Federal Finance, 4712 Country Fglcl)JbB[c:;i\éed Jjg:feerf:onn%%’, I\l*//lkc)). g?gg
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Proposed CY 2027 National, Standardized 30-Day Period Payment Amount

CY 2026 CY 2027 CY 2027 CY 2027 CY 2027 Temporary CY 2027

Adjustment
National Case-Mix Wage Proposed National, Factor Proposed

Standardized 30-Day Weights Index HH Standardized National,
Period Payment Recalibratio Budget 30-Day Period Standardized

Without Temporary  n Neutrality Neutrality Payment Payment 30-Day Period
Adjustment Factor Factor Update (Without Payment (With
Factor Temporary Temporary
Adjustment) Adjustment)

$2,101.26 1.0045 1.0009 1.021 $2,156.98 0.9700 $2,092.27

Proposed CY 2027 National Per-Visit Rates for 30-day Periods of Care

The per-visit rates are paid by type of visit or home health discipline. The six home health disciplines are
as follows:

e Home health aide (HH aide).

e Medical Social Services (MSS).

e Occupational therapy (OT).

e Physical therapy (PT).

e Skilled nursing (SN).

e Speech-language pathology (SLP).

. PR . . . 4712 Country Club Drive, Jefferson City, Mo. 65109
2 Vi
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Proposed CY 2027 National Per-Visit Payment Amounts

CY 2027
HH Discipline CY 2026 Wage Index CY 2027 HH CY 2027
Per-Visit Budget Payment Per-Visit
Payment Neutrality Update Factor Payment
Amount Factor Amount
Home Health Aide $80.12 0.9997 1.021 $81.78
Medical Social Services $283.64 0.9997 1.021 $289.51
Occupational Therapy $194.74 0.9997 1.021 $198.77
Physical Therapy $193.42 0.9997 1.021 $197.42
Skilled Nursing $176.96 0.9997 1.021 $180.62
Speech-Language Pathology $210.25 0.9997 1.021 $214.60

Payments for High-Cost Outliers under the HH PPS

CMS finalized a fixed-dollar loss (FDL) ratio of 0.37 for CY 2026.

Using CY 2025 claims data (as of March 12, 2026) and given the statutory requirement that total outlier
payments do not exceed 2.5 percent of the total payments estimated to be made under the HH PPS,
CMS is proposing an FDL ratio of 0.29 for CY 2027.

Recalibration of PDGM Case-Mix Weights

The law requires CMS to annually determine the impact of differences between assumed behavior
changes and actual behavior changes on estimated aggregate expenditures, beginning with 2020 and
ending with 2026, and to make temporary and permanent increases or decreases, as needed, to the 30-
day payment amount to offset such increases or decreases.

. PR . . . 4712 Country Club Drive, Jefferson City, Mo. 65109
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CMS is not proposing an additional permanent adjustment to the CY 2027 30-day base payment rate.
CMS says this rule continues to satisfy the statutory requirements at section 1895(b)(3)(D)(ii) of the Act
as it includes the agencies annual analysis of the data to determine if any additional permanent
adjustments would be needed based on the impact of assumed versus actual behavior change on
estimated aggregate expenditures from implementing the PDGM and the 30-day unit of payment.

Each of the 432 payment groups under the PDGM has an associated case-mix weight and LUPA
threshold. CMS’ policy is to annually recalibrate the case-mix weights and LUPA thresholds with the
most complete utilization data available at the time of rulemaking. CMS is proposing to recalibrate the
case-mix weights — including the functional levels and comorbidity adjustment subgroups — and LUPA
thresholds with CY 2025 data to more accurately pay for the types of patients HHAs are serving.

LUPA Add-On Factors

Lupa Add-On Factors

Discipline LUPA Add-on Factors

SN 1.7200
PT 1.6225
SLP 1.6696
oT 1.7238

Home Health Quality Reporting Program (HH QRP) (Page 104)

The HH QRP currently includes 18 measures for the CY 2027 program year. As finalized in the CY 2026
HH PPS final rule, the HH QRP currently uses thirteen OASIS-based measures, four claims-based
measures, and a HHCAHPS Survey-based composite measure (see the proposal’s table 31-page 107).

Proposal to Revise the HH QRP Assessment Data Submission Deadline

CMS is proposing that HHAs would follow the deadlines presented in the table below for the CY 2027 HH
QRP.

Questions? Contact Andrew Wheeler, MHA’s Vice President of Federal Finance, 4712 Country Fglcl)JbB[c:;i\éed Jjg:feerf:onn%%’, I\l*//lkc)). g?gg
at 573-893-3700 | ext. 136 or awheeler@MoHospitals.org 573-893-3700 | MoHospitals.org

MISSOURI HOSPITAL ASSOCIATION

Page 15



Proposed Data Collection Timeframe and Data Submission Deadlines for Oasis Assessment
Data Affecting the CY 2029 Payment Determination

Final Data Submission Deadlines for

Calendar Year (CY) Quarter Data Collection Timeframe CY 2029 Payment Determination
CY 2027 Quarter 1 January 1-March 31, 2027 May 17, 2027

CY 2027 Quarter 2 April 1-June 30, 2027 August 16, 2027

CY 2027 Quarter 3 July 1-September 30, 2027 November 15, 2027

CY 2027 Quarter 4 October 1-December 31, 2027 February 15, 2028

Final Thoughts

While this is a relatively short rule, half the material is dedicated to Durable Medical Equipment and
Provider Enrollment Provisions.

As previously noted, this analysis does not include discussions of that material. Those interested in that
item should use the table of contents to locate find matters of interest.

CMS is deferring its analysis of final behavioral adjustments.

Obviously, CMS is not spending 2.5 percent of total payments for outliers. CMS is reducing the fixed
dollar amount from 0.37 in 2026 to 0.29 for 2027. Reducing the FDL ratio would appear to provide more
cases to be eligible for outlier payments.

Again, no adjustments for any of CMS estimates. What is interesting here is that CMS continues to
resists any adjustments for errors in its estimation process, but has no difficulty making adjustments
mandated by statute.

. PR . . . 4712 Country Club Drive, Jefferson City, Mo. 65109
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Interesting that CMS claims many of its changes will improve patient care. An off-shoot it is also
lowering Medicare spending.

Finally, the following will take you to the CY 2027 Home Health website.

https://www.cms.gov/medicare/payment/prospective-payment-systems/home-health/home-health-
prospective-payment-system-regulations-and-notices/cms-1844-p

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

P.0. Box 60, Jeff City, Mo. 65102
at 573-893-3700 | ext. 136 or awheeler@MoHospitals.org 57%%893—;70%’5??40';;sp?tals.org
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