HEALTH CAPITAL

Volume 18

Gme Issue 7

July 2025

Jessica L. Bailey-Wheaton, Esq., Editor
Todd A. Zigrang, MBA, MHA, FACHE, CVA, ASA, ABV, Publisher

CMS Proposes Updates to the OPPS

On July 15, 2025, the Centers for Medicare & Medicaid
Services (CMS) released the proposed rule for the
Outpatient Prospective Payment System (OPPS) and
Ambulatory Surgical Center (ASC) Payment System for
calendar year (CY) 2026. Among other items, the agency
proposes increasing payments to all outpatient providers,
eliminating the Inpatient Only (IPO) List, and changing
quality reporting programs. This Health Capital Topics
article reviews the proposed updates and changes to
outpatient reimbursement.

For most procedures, the payment rates under the OPPS
and ASC Payment System are the product of: (1) a
relative weight (which indicates a procedure’s resource
intensity relative to other procedures) and (2) a
conversion factor.! The conversion factor converts the
relative weight into a payment amount. Prior to 2019, the
ASC conversion factor was updated annually based on
the consumer price index for all urban consumers (CPI-
U). But in 2019, CMS changed the basis for the annual
ASC conversion factor update, instead basing it on the
hospital market basket index.? With this change,
subsequent updates to the ASC conversion factor have
been aligned with updates to the OPPS conversion factor,
equalizing updates among both types of outpatient
facilities.®

For CY 2026, CMS proposes to increase OPPS payment
rates to hospital outpatient departments (HOPDs) that
meet specific quality reporting criteria by 2.4% -
calculated from the proposed hospital inpatient market
basket percentage increase of 3.2% minus the proposed
productivity adjustment of 0.8%. This calculation results
in a proposed OPPS conversion factor of $91.747.5 ASCs
that meet the required quality criteria will also receive
proposed payment rate increases of 2.4%, by way of the
same calculation described above for OPPS payment
rates.® Consequently, the proposed ASC conversion
factor for 2026 is $55.109.7

As discussed above, CMS began applying productivity-
adjusted hospital market basket updates (i.e., the updates
used for HOPD payment rate updates) to ASC payment
rates in 2019, for a test period of five years,® in order to
assess changes in the migration of services and determine
if the data trends were consistent.® Because of abnormal
healthcare utilization in 2020 due to the COVID-19
public health emergency (PHE), CMS then extended the
test period until 2025.2° CMS proposes to extend the test
period for an additional year (i.e., through 2026) to
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continue studying “the impact of the higher update factor
on the migration of services from the hospital outpatient
setting to the ASC setting.”*

The Inpatient Only (IPO) List, established as part of the
initial implementation of the OPPS, contains
approximately 1,730 services for which Medicare makes
payment only when they are furnished in the inpatient
hospital setting.'? In the 2021 OPPS/ASC final rule, CMS
eliminated the IPO List over a three-year transitional
period.*® In response to stakeholder concerns, the 2022
final rule reversed course and halted the elimination,
reinstating most of the services removed in 2021.1* CMS
once again proposes to eliminate the IPO List over the
next three years, starting with the removal of 285
procedures, most of which are musculoskeletal, for
2026.%° The agency states that “the evolving nature of the
practice of medicine allows more procedures to be
performed on an outpatient basis with a shorter recovery
time. This proposal would...[give] physicians greater
flexibility in determining the most appropriate site of
service.”®

The 340B Drug Pricing Program allows hospitals and
clinics that treat low-income, medically underserved
patients to purchase certain “specified covered outpatient
drugs” at discounted prices and then receive
reimbursement under the OPPS at the same rate as all
other providers.?” This results in a margin for these
participants between the amount paid for the drug and the
amount received, which enables covered entities to
stretch scarce federal resourcesas far as possible,
reaching more patients and providing more
comprehensive services.®®* CMS must follow a statutory
formula in setting the annual reimbursement rate for
340B drugs. From 2006 to 2018, the reimbursement rate
for these outpatient drugs was the drug’s average sales
price (ASP) plus 6%.%° In the 2018 OPPS, however, CMS
finalized a reduction to this reimbursement rate, specific
to 340B participants only, of ASP minus 22.5%.%
Hospitals and hospital associations subsequently sued
CMS to challenge the cuts, and the U.S. Supreme Court
unanimously found in 2022 that CMS exceeded its
authority in changing drug reimbursement rates for a
subset of hospitals.?*

In accordance with the Supreme Court ruling, CMS
issued its 340B Final Remedy rule in November 2023,
which set forth the agency’s plan to claw back
reimbursements unlawfully paid to some hospitals and

(Continued on next page)



reimbursements unlawfully kept from other hospitals.
Under the Final Remedy rule, the agency stated that it
would repay the amounts owed to approximately 1,600
hospitals in a single lump-sum payment. It also stated that
it would recoup funds from those overpaid hospitals by
adjusting their OPPS conversion factor by -0.5% starting
in 2026, and continuing that adjustment until the full
amount is recouped, approximately 16 years.?? In the
2026 OPPS/ASC proposed rule, CMS instead proposes
revising that offset percentage to -2% starting in 2026,
which will accelerate the payback period by 10 years.??

Other proposals CMS suggests for 2026 include:

(1) Revising the ASC Covered Procedures List

(CPL) to make it easier to add procedures to the
list;

(2)  Adding 547 procedures to the ASC CPL (271 of

which are also proposed for removal from the
IPO List);

N

13

“Chapter 10: Ambulatory Surgical Center Services: Status Report” In
“Report to the Congress: Medicare Payment Policy” Medicare Payment
Advisory Commission, March 2024, https://www.medpac.gov/wp-
content/uploads/2024/03/Mar24_Ch10_MedPAC_Report_To_Congress_
SEC.pdf (Accessed 7/21/25), p. 299.

Ibid.

Ibid.

“Calendar Year 2026 Hospital Outpatient Prospective Payment System
(OPPS) and Ambulatory Surgical Center Proposed Rule (CMS-1834-P)”
Centers for Medicare and Medicaid Services, July 15, 2025,
https://www.cms.gov/newsroom/fact-sheets/calendar-year-2026-hospital-
outpatient-prospective-payment-system-opps-and-ambulatory-surgical
(Accessed 7/21/25).

“Medicare and Medicaid Programs: Hospital Outpatient Prospective
Payment and Ambulatory Surgical Center Payment Systems; Quality
Reporting Programs; Overall Hospital Quality Star Ratings; and Hospital
Price Transparency” Federal Register, Vol. 90, No. 135 (July 17, 2025),
available at: https://www.govinfo.gov/content/pkg/FR-2025-07-
17/pdf/2025-13360.pdf (Accessed 7/21/25), p. 33508-33509.

“CY 2025 Medicare Hospital Outpatient Prospective Payment System and
Ambulatory Surgical Center Payment System Proposed Rule (CMS 1809-
P)” Centers for Medicare and Medicaid Services, July 10, 2024,
https://www.cms.gov/newsroom/fact-sheets/cy-2025-medicare-hospital-
outpatient-prospective-payment-system-and-ambulatory-surgical-
center#:~:text=1n%20the%20CY %202025%200PPS July%201%2C%20
2023%2C%20through%20June (Accessed 7/11/24).

Centers for Medicare and Medicaid Services, July 15, 2025; “Medicare
and Medicaid Programs: Hospital Outpatient Prospective Payment and
Ambulatory Surgical Center Payment Systems; Quality Reporting
Programs; Overall Hospital Quality Star Ratings; and Hospital Price
Transparency” Federal Register, Vol. 90, No. 135 (July 17, 2025),
available at: https://www.govinfo.gov/content/pkg/FR-2025-07-
17/pdf/2025-13360.pdf (Accessed 7/21/25), p. 33753.

Centers for Medicare and Medicaid Services, July 10, 2024.
“CMS-1695-FC (PDF)” Centers for Medicare and Medicaid Services,
https://www.cms.gov/node/671966 (Accessed 7/18/24).

Centers for Medicare and Medicaid Services, July 10, 2024.

Centers for Medicare and Medicaid Services, July 15, 2025.

“CMS Releases CY 2026 Outpatient Prospective, ASC Payment System
Proposed Rule” By Miranda A. Franco & Sarah Starling Crossan, Holland
& Knight, July 21, 2025,
https://www.hklaw.com/en/insights/publications/2025/07/cms-releases-
cy-2026-outpatient-prospective-asc-payment-
system#:~:text=Changes%20t0%20the%201PO%20L ist,0f%20285%20m
ostly%20musculoskeletal%20services. (Accessed 7/21/25).

“Medicare Program: Hospital Outpatient Prospective Payment and
Ambulatory Surgical Center Payment Systems and Quality Reporting
Programs; New Categories for Hospital Outpatient Department Prior
Authorization Process; Clinical Laboratory Fee Schedule: Laboratory
Date of Service Policy; Overall Hospital Quality Star Rating
Methodology; Physician-Owned Hospitals; Notice of Closure of Two

©HEALTH CAPITAL CONSULTANTS

(4) Numerous changes to the hospital

(3)  Expanding site-neutral payment policies to drug

administration services, which CMS predicts
will reduce OPPS spending by $280 million;

price
transparency regulations, e.g., requiring the
disclosure of the 10th, median, and 90th
percentile allowed amounts of payor-specific
negotiated charges when they are based on
percentages or algorithms; and

(5) Revising the quality measures that must be

reported under the Hospital Outpatient Quality
Reporting (OQR) Program, the Rural
Emergency Hospital Quality  Reporting
(REHQR) Program, and the Ambulatory
Surgical Center Quality Reporting (ASCQR)
Program.?*

CMS will receive comments and information on the
OPPS/ASC proposed rule until September 15, 2025, and
the final rule is expected to be released in November
2025.%
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