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Medicare IPPS Final Rule for Fiscal Year 2026
Key Impacts

Medicare Reimbursement Updates

220

DSH Payment New Medical
Growth Technology

Add-On
Disproportionate
Share Hospital Payments

New medical

Operating Market Basket

Payment Rates Rebased

Hospitals get a The market basket is
modest 2.6% market rebased to 2023,
basket increase, standardizing the
resulting in $5 billion labor-related share to
more in FY2026. 66%.

payments grow by
approximately $2
billion. tochnology add-on
payments increase
by about $192
million.




Medicare IPPS Final Rule for Fiscal Year 2026
Key Impacts
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Medicare-
Dependent
Hospital (MDH)
Payment
Adjustment

. _4

Payment Adjustments Expiration

Medicare-Dependent Hospital
payment adjustments will
expire on Sept. 30, 2025.

Impacting 150-160 hospitals

/

Low-Volume
Hospital
Payment

Adjustment

B

4

Low-Volume Hospital
payment adjustments will
expire on Sept. 30, 2025.
Impacting roughly 600 hospitals



Medicare IPPS Final Rule for Fiscal Year 2026
Key Impacts

Discontinuation of Low-wage Index Policy
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Low-Volume Medicare- Low-Wage Disproportionate share
N 03pil
Hospitals Dependent Index
. . Hospitals Hospitals Hospitals serving a
Hospitals with a P P large number of
small “_U“f‘be" of Hospitals that rely Hospitals with low-income
admissions. heavily on lower employee patients.
Medicare woges.
payments.
\_ . - J

TEAM Payment Model Evolution

Low-Volume
Policy
Current State Mitigate risks for small
hospitals with fewer
episodes

J

Fee-for-service
payments

I

Bundied
Payments
Payments for surgical

procedures starting
Jan.1, 2026



Medicare IPPS Final Rule for Fiscal Year 2026
Key Impacts

Overview of New MS-DRG Categories

MS-DRG 318

MS-DRG 209

Diff i perct
coronary atherectomy with and
without intraluminal device

Focuses on percutaneous
coronary atherectomy without
intraluminal device

Includes endovascular
abdominal aorta and iliac
branch procedures

Covers complex aortic arch
procedures

Navigating Quality Reporting Adjustments

Quality Reporting
Changes

Modifications to quality

reporting programs in
healthcare.

Removal of Health
Equity Adjustment

Exclusion of Certain
Measures

Inclusion of
Medicare Advantage
Patients
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OBBBA: Medicaid Eligibility Changes

Medicaid Work Requirement
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BACKDATE ISSUES!

OBBBA: Medicaid Patient Eligibility

Retroactive Coverage

Changes 2027
01/01/2027
Retroactive coverage
reduced to 60 days for
non-expansion
population
© ©

01/01/2027
Retroactive coverage
reduced to 30 days for

expansion population



OBBBA: Medicaid Eligibility Requirements

Medicaid Eligibility for Noncitizens
Effective 10-01-2026

Charactevisbic Ineligible Eligible
Noncitizens Noncitizens
(7]
E ﬁ Refugee Status Yes No
g @ Asylee Status Yes No
(a'n] Humanitarian Parolee Vs ki
(7, Status
1%s)
Ll —_
(@) PR Lawful Permanent
i No Yes
J S resident
Cuban/Haitian
4@ Entrant Ne ves

@ COFA Citizen No Yes



OBBBA: Medicaid Enroliment & Eligibility

ACCESS BARRIERS!

Medicaid & CHIP Streamline Delay

- N

Enroliment
Rules Delayed
Implementation

blocked until
Jan. 1,2035

\

CMS and HHS Enroliment
Prohibited Rules Stalled
Cannot enforce Simplified enrollment
streamlined not implemented
enrollment rules from
May 2024
- 5/7\
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OBBBA: Medicaid Verification Requirements

ACCESS BARRIERS!

A
0%
Initial

Verification

Verify applicant
meets
requirements for
1-3 months
before
application

State/County Verification Process

ESX

Regular
Redeterminatio

Verify beneficiary
meets
requirements for
1 month since last
determination

z
Additional
more frequent

[ verification or
longer periods

Requirements

States may require

| <51

Hardship
Exceptions

Allow exceptions
for qualifying
hardships like
hospitalization

X

Eligibility
Redetermination

Conduct
redeterminations
every &6 months
for expansion
population
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OBBBA: Medicaid Verification Requirements

CREDENTIALING DELAYS!

Medicaid Provider Screening Process

Federally
Required Death Payment
Screening Matching Reductions

5 8 %

o>

O &
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OBBBA: Medicaid Address, Mortality, and
Cross-State Residency Verifications
Verification Starting in 2027

Address Mortality Cross-State
Validation Checks Residency
States check States match Verification
addresses against recipients with death States verify
trusted sources records

enrollment status in
other states

CREDENTIALING DELAYS!
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OBBBA: Medicaid Cuts Impact on 340B

Types of 340B
Hospitals Most Impacted
201 to 500
beds
— RuraI.DSH » 0 to 50 beds
Hospitals
» >500 beds
201 to 500
beds
. Urban DSH
Hospitals —— .
Hospitals
101 to 200
beds
Rural
L+ Referral 201 to 500
beds

Centers



OBBBA: Medicaid Mandatory Co-Pay Requirements

Co-Pay Requirements for Expansion Adults

Expansion
Characteristic Adults (100-
138% FPL)

Up to $35 per
service

Co-pay Amount

A

Primary care,
mental health,
family planning,
emergency care,
long-term care,
prescription drugs

Exempt Services

COLLECTION BURDEN!
Calendar Year 2029!
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OBBBA: Medicaid Provider Taxes

STATE PROGRAM FUNDING /
PROVIDER REIMBURSEMENT!

Threshold Reduction for Provider Taxes
in Expansion States

6% 5.5% 5% 4.5% 4% 3.5%

o

eV

2027 2028 2029 2030 2031 2032

Current threshold Initial reduction Second reduction Third reduction year Fourth reduction Final threshold
before reduction year year year after reduction



OBBBA: Medicaid State Directed Payments

STATE PROGRAM FUNDING /
PROVIDER REIMBURSEMENT!

Transition to Medicare and Medicaid Payment
Standards for State Directed Payments

July 4, 2025

Deadline for rural
hospital payment
requests
N
© ©
May 1, 2025 January 1, 2028
Deadline for new state- Start of annual 10% rate

directed payment reductions

requests
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DECREASE COVERAGE
INCREASE ED UTILIZATION

INCREASE CHARITY CARE!
INCREASE BAD DEBT/COLLECTIONS

OBBBA: ACA Premium Tax Credits

Premium Tax Credit Changes

Eligibility Limit Verification Eliminates Lawfully Extension of
Restricts premium Required Availability Pres-e_nt Enhanced
tax Itl:redlts toa p Mandates verifying Removes PTCs Definition PTCs
smaller group o : . . )
aliens. insurance during specl_al Restricts the Enhanced PTCs are
application details enrollment periods definition of "lawfully set to expire at the
for PTC eligibility. based on income. present” for PTC end of 2025.
qualification.
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OBBBA: The Second Act

Timeline for Passage of Appropriations Bill

Fiscal Year
Deadline
Congress can pass
Congress must pass a CR to temporarily
appropriations by fund the
September 30, 2025 government

House Passage

Reconciliation

The House passes Differences between
its appropriations bills are reconciled in
bill conference
uuu

Failure to Meet
Deadline

Congress fails to
pass appropriations
by the deadline

Government
Shutdown

Agencies face
shutdowns or
service disruptions
starting October 1,
2025

Senate Passage

The Senate passes
its appropriations
bill

Presidential
Signature

The final bill is
signed by the
President before
October 1, 2025

A 4
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OBBBA: The Second Act

HHS & NIH Funding

7o N ~ N
N &g \‘
= 5
$48 6%
billion HHS

NIH '
-

Current funding levels
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OBBBA: The Second Act

Public health programs ranked by funding reduction severity.
SAMHSA Ryan White Global Climate and
P —— HIV/AIDS Tuberculosis Health
affects mental $525 million cut, $12 million cut, $10 million cut,
Least Severe health steep reduction program eliminated program eliminated Most Severe

3 ¢

Maternal & HRSA Domestic Global Vaccine AHRQ
Child Health $886 million cut, HIV/AIDS $50 million cut, $369 million cut,
$185 million cut, Title X eliminated $1 billion cut, Ending program eliminated agency eliminated

Healthy Start HIV Epidemic

eliminated affected

CIEIEECEIES
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OBBBA: The Second Act

Low-Volume Medicare-
Adjustment Dependent
Program Hospital

Program
Provides financial
adjustments for Supports hospitals
hospitals with low heavily reliant on
patient volumes Medicare patients

Enhancing Rural
Hospital Support
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ACA Marketplace Integrity and Affordability Final Rule

DECREASE COVERAGE
INCREASE ED UTILIZATION

INCREASE CHARITY CARE!
INCREASE BAD DEBT/COLLECTIONS

Changes to Enrollment Eligibility

Characteristic

Details

Qgg Lawfully present

OGO

(\9 Open enrollment

Q0 -
33 Special enroliment

(EsP) SEP verification

3@ Income verification

Premium tax credit

@3 Premium payment

J

Exclude DACA
recipients

Shorten period to
Nov 1 - Dec 15

Eliminate for <150%
FPL income

Impose pre-
enrollment
procedures

Use trusted sources,

not self-attestation

Deny if failure to
reconcile for one
year

Require initial and
past-due payments

25
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Medicare Proposed Hospital OPPS and ASC
Payment System for Calendar Year 2026

The CY '26 OPPS Update

=

OPPS Fee Schedule
Increase
A 24% increase in outpatient

department fees (minus .8
percentage point productivity)

Hospital Inpatient
Market Basket

A 3.2% increase in hospital
inpatient market basket

Projected total payments to
OPPS in 2026, approx. $1008

An $81 billion increase
compared to 2025 payments

The CY '26 ASC Update
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Extend Use of Hospital
Market Basket Update

Extension of the policy through
2026

ASC Payment Rate
Increase

2.4% increase for those meeting
quality reporting requirements

Estimated total payments of $9.2
billion, a $480 million increase
from 2025
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Medicare Proposed Hospital OPPS
Payment System for Calendar Year 2026

Site Neutrality: Controlling
Outpatient Service Costs

Implement Expand Policy Solicit
. CY "19 Rule CY 26 Comments
Increasing Reduced
outpatient Costs Control clinic visit Pay drug On expanding CMS outpatient Costs
service costs for administration method to control
Uncontrolled service Medicare and services at PFS on-campus clinic Controlled service
volume increases beneficiaries payment rates visits volume increases




Medicare Proposed Hospital OPPS
Payment System for Calendar Year 2026

Proposed Payment Structure
Comparison

Rate Type { APC 5691 } [ APC 5692 } [ APC 5693 ] [ APC 5694 }
O;tg] OPPS Rate $47.83 $74.57 $216.49 $341.52
PFS-equivalent Rate $19.13 $29.83 $86.60 $136.61
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Medicare Proposed Physician Fee Schedule
for Calendar Year 2026

CY 2026 PFS Proposed Rule Changes

Change

{ Description }

Sfé\s Practice Expense RVUs

QU .
=0 Technical Rates

,/_GE Direct Supervision

Qg Overall Goal

Rebalanced toward
the office setting

Hospital data used
to reduce gaps

Virtual supervision
made permanent

Reduce cross-
setting payment
differences

30



Medicare Proposed Physician Fee Schedule
for Calendar Year 2026

CY 2026 Proposed PFS Site-of-Service Impact Examples

CPT Service Setting 2025 Total RVUs [2025 $ (CF $32.35) (2026 Total RVUs [2026 Payment |Dollar % Change
(Proposed) (Proposed) Change

33208 Permanent pacemaker implant |Facility (HOPD/ASC |15.3 494.96 13.74 459.19 -35.76 -7.2
professional)

33361 TAVR (transfemoral) Facility (HOPD/ASC |35.51 1148.75 32.43 1083.81 -64.94 -5.7
professional)

92928 PCI with stent Facility (HOPD/ASC [17.21 556.74 13.91 464.87 -91.87 -16.5
professional)

93656 AF ablation Facility (HOPD/ASC |27.72 896.74 24.27 811.1 -85.64 -9.5
professional)

99214 E/M Level 4 (office/outpatient) |Facility (HOPD/ASC |2.9 93.81 2.52 84.22 -9.6 -10.2

billed in facility clinic (POS 22) |professional)
99214 E/M Level 4 (office/outpatient) |Office (Non-facility) 3.89 125.84 3.89 130 4.16 3.3

performed in physician office
(non-facility)
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Medicare Proposed Hospital OPPS
Payment System for Calendar Year 2026

340B Remedy Rule Rollback

340B Final CMS Recent  Revised Offset
Remedy Rule Reconsideration  Shortening
Accelerated
Slow Payment Offset Schedule Recoupment
. Payment
Reduction Unlawful Payment from :
Cuts to 340B Hospitals Reduction
0.5% annual offset on non- CY '26 - CY' 31
drug items & services due to CMS determines Increase annual
overpayments CY '"18 - CY '22 shorter timeframe offset to 2% 2% annual offset

ABSOLUTE LUNACY !!!
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POTENTIAL MANDATORY SURVEY

Medicare Proposed Hospital OPPS
Payment System for Calendar Year 2026

Medicare OPPS Drug Acquisition Cost Survey Process

01

Legal
Requirement

Section 1833(t)(14)
(D)(ii) of the Social
Security Act
mandates the
periodic survey.

02

CMS Survey
Initiation
CMS begins

planning for the

survey by early CY
2026.

03

Data Collection

Hospitals submit
acquisition costs for
specified drugs.

04 05
Data Analysis Policy
CMS analyzes the Formulation

collected data to
determine drug
costs.

Survey results
inform policy
decisions for CY
2027 OPPS/ASC
rule.

33



Medicare Proposed Hospital OPPS and ASC
Payment System for Calendar Year 2026

CMS PhaSing OUt Inpatient Two-Midnight Rule Medical Proposed Changes k0
Only List Beginning CY '26 Raviaw Activitias Ecamptions ASC CPL for CY 2026

s N [
A
CMS Proposal CMS proposes phasing out the E] O O

IPO list over 3 years

Exemption Review Description Impact
Continues existing CY '21 Two-Midnight Rule exemptions
exemption policy May be reinstated if outpatient

setting becomes common

Modifying general

T tandard criteria; Increased
= 10 Criteria She bl ;
rocezdsusrer:::ﬁ:llc‘):l;efl::%v - Initial Removal Iﬂ Revisi eliminating five procedures added to
P evision general exclusion ASC CPL
criteria.

Adding 271 codes

Medicare to pay for these : Increased
E:;} Outpatient Payment services in inpatient or IPO List rer?'lrg\?aolsf?gnzotrhe procedures added to
outpatient settings Codes 1PO list ASC CPL
f
New section as
. s ot ini nonbinding Maintains safety,
Phsyesr'\?ilzz ;l::‘;eil;:;l::\l;tz;: Physician Flexibility ?-)} -PhYSI_CIaI'I physician allows medical
Considerations considerations for judgment
patient safety.




MEDICARE

SEQUESTRATION




The Budget Control Act (BCA) of 2011

The Act's Purpose and Mechanisms

g

\

Act's Purpose

Created to address the federal
debt ceiling crisis

Spending Caps

Limits on discretionary

spending (defense & non-
defense)

/

Sequestration

Automatic enforcement
mechanism if deficit-reduction
targets not met

36



The Budget Control Act (BCA) of 2011

Understanding sequestration's
impact on healthcare funding.

More Impact

\ HHS Programs

l [ . Discretionary programs
- face extra cuts

Medicare

Payments to providers are reduced

Medicaid/CHIP

o'” | Protected from sequestration cuts

Less Impact

37



Sequestration Cut (%)

BCA Sequestration Medicare Cuts (2013 — 2032)

" BCA Sequestration Medicare Payment Cuts (2013-2032)

2031 spikej 2.25-3.0%

3.0f
25}
Ongoing 2% cuts
2.0
151

1.0}

0.5t

0'02012.5 2015.0 2017.5 2020.0 2022.5 2025.0 2027.5 2030.0 2032.5

Year
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PAYGO: “Pay-As-You-Go”

Implementing PAYGO

Implement Cuts K

Issue Sequestration
Order

AN
Identify Net Cost é

OMB Scorecard i%

Enact PAYGO Act fgj



PAYGO:
Program Vulnerability

E=s
Iz

Vulnerable

Low-Income Programs

Exempt from PAYGO cuts

Veterans' Programs

Exempt from PAYGO cuts

Exempt from PAYGO cuts

Social Security

Exempt from PAYGO cuts

Medicaid

Exempt from PAYGO cuts

Medicare

Subject to capped annual cuts

40



Uncharted Territory: BCA + PAYGO

Potential Medicare Cuts Under PAYGO

6%
Annval PAYGO Cap

0,
Maximum annual Medicare 4%
reduction

2%
BCA Sequestration ’

Additional cut from budget
control act

Combined Cuts

Total potential reduction if
both apply



Shawn’s Research on BCA + PAYGO

Balancing Medicare Sequestration
Interpretations

‘,5 . ‘ Ambiguous

Clear Statutory Statutory
——— Direction Language
4% Medicare 97 Potential 6%
Cap —— Reduction
|
//\I\"
. / \ .
No Stacking Argument // \\ Stacking Argument
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HEALTHCARE
PRICE TRANSPARENCY




Medicare Proposed Hospital OPPS
Payment System for Calendar Year 2026

CMS Proposed Updates to Hospital Price
Transparency

@} Goal Setting

CMS aims to provide real,
comparable hospital price data.

Jan. 1, 2026 - Hospitals must
disclose 10th, 50th, and 90th
percentile allowed amounts.

New Required Percentile Disclosures \:}z
when based on algorithms or %. Vi

@ﬂ Standardization Through Claims Data

Hospitals use previous 12 months of
EDI 835 ERA data to calculate and
encode values.

Senior officials attest to data
completeness and accuracy.

Data Attestation and Accountability F‘@

M .
INDD Enhanced Data Linking

Hospitals encode Type 2 NPl in
MRF for cross-referencing.

CMS offers a 35% penalty
reduction for waiving ALJ.

Penalty Relief for Undisputed [Fﬁ
Non- Compliance =/
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All States v

Last Refreshed 9/08/2025

TeChnical ReqUirement Adoption 100.0% Checked for V2.0 Adoption

68.6%

96.7%

Have Posted MRFs

69.3%

91.1%

V2.0 Schema Adoption

0% 50% 100%
L —



‘ Michigan v

Last Refreshed 9/08/2025

TeCh nical Requ i rement Adoption 100.0% Checked for V2.0 Adoption

75.0%

97.0%

Have Posted MRFs

75.0%




PATIENTS
DESERVE
PRICE TAGS

ACT ('3




Marshall and
Hickenlooper’s
Price Tags
Legislation

Draft Copy BAI25371 Provider Highlights:

1. Monthly Updates to Machine
Readable and Consumer-Friendly
Pricing Files, Jan. 1, 2026;

2. Mandatory Listing of 300+
Shoppable Services by Jan. 1,
2027;

3. Price Estimator Tools Shall Not Be
Used for the Purposes of
Compliance;

4. Detailed Price Disclosures, Jan. 1,
2026;

5. CEO/CFO Attestation of Pricing
Accuracy




Marshall and
Hickenlooper’s
Price Tags
Legislation

6.

10.

Draft Copy BAI25371 Provider Highlights:

Annual Compliance Audits by
HHS;

Escalating CMPs up to $S10M for
Persistent Noncompliance;

Independent Clinical Labs,
Imaging Providers, and
Ambulatory Surgical Center
Monthly Updated File Inclusion

Itemized Bill/Patient Billing
Requirements

All Providers Support Payer EOBs




THE HEALTHCARE

ADVANCED
EXPLANATION OF BENEFITS

ADVANCED
EXPLANATION
OF BENEFITS

CHARGES
ALLOWED

INSURANCE PAID
YOU OWE




Proposed Advanced Explanation of Benefits
(AEOB) Workflow Process

Co-Providers
Submit Faux

Copy of AEOB

Lalens Goes to
Patient S Providers
Schedules All Providers Health plan . i
= . bmit claims to crealfes a Providers receive a
Services s;:‘ health ol consolidated copy of the
Patient arranges SRR explanation of advanced
for medical benefits explanation of
benefits

services

Convening

Provider L " 7_-7' Health Plan
Notifies Co- T o
gty Health plan Sends F.\Eu./ to
processes the Patient
Convening faux claims

Health plan
sends the
advanced

explanation of
benefits to the
patient

Provider informs
other providers
about the
schedule



Any questions?

Ask now—before this turns into prior authorization.

“Quick one” (the famous last words)

“I’m asking for... my revenue integrity team”

“Not a question, more of a comment...” (still welcome)

No referral required. Coinsurance waived for courageous questions.
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