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ChatGPT Executive Summary of CMS’ FY 2027 Inpatient 

Rehabilitation Facility (IRF) PPS proposed rule 

Here is a two-page, policy-focused synthesis of CMS-1845-P, the FY 2027 Inpatient Rehabilitation 

Facility (IRF) PPS proposed rule. The most important point is that this rule is more consequential on 

coverage/operations and future payment architecture than on the annual rate update itself.  

Executive takeaway 

This rule has four major policy signals: 

1. A routine payment increase, but not a meaningful margin rescue. CMS proposes a 2.4% market 

basket update after the productivity adjustment, a FY 2027 conversion factor of $19,881, and 

estimates an overall $355 million increase in IRF payments. That is favorable at the margin, but 

still a controlled update rather than a structural funding shift.  

2. Coverage and compliance expectations are being tightened. CMS proposes to clarify that all 

therapy treatments and/or therapy evaluations must begin within 36 hours from midnight on the 

day of admission, require documentation of the patient’s current functional status in the 

preadmission screening, and require the initial interdisciplinary team meeting by day 4 of 

admission. These are operational rules, but they carry real compliance and audit significance 

because they shape admission appropriateness, care planning, and survey vulnerability.  

3. CMS is clearly testing a future redesign of IRF payment methodology. The rule includes a 

Request for Information on modernizing IRF payment by using PDPM-style clinical category 

and comorbidity logic, including a comorbidity scoring framework with six bins. That is only 

an RFI now, but it is the strongest long-range policy signal in the rule.  

4. Quality reporting is moving toward faster data submission. Beginning with the FY 2029 IRF 

QRP, CMS proposes shortening the submission window from 4.5 months after quarter-end to 

the 15th day of the second month after the quarter ends. That means less time for correction and 

faster public visibility of performance data.  

1. Payment update: positive, but not the main story 

What changed 

CMS proposes a 3.2% IRF market basket increase, reduced by a 0.8 percentage point productivity 

adjustment, for a net 2.4% update. Using budget-neutrality adjustments, CMS proposes a FY 2027 

standard payment conversion factor of $19,881, up from $19,371 in FY 2026. CMS estimates the total 

effect as roughly a $355 million increase in payments to IRFs for FY 2027.  

What matters policy-wise 

This is still a routine annual payment update, not a fundamental reform. The rule does not overhaul the 

IRF PPS structure this year. So the practical takeaway is that near-term reimbursement is modestly 
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favorable, but CMS is not using this rule to solve broader provider concerns around workforce cost, 

therapy staffing, or inflationary pressure.  

What to be concerned about 

The rule also shows that payment changes remain distributional, not uniform. CMS notes differing 

effects by geography and wage-index updates, and estimates the largest regional positive change for 

some rural providers and negative changes for some urban areas. That means organizations with multi-

state or mixed urban/rural IRF footprints should not rely on the aggregate payment increase as a proxy 

for facility-level impact.  

2. Rural adjustment phaseout: a narrow but important loser issue 

What changed 

FY 2027 is the final year of the 3-year budget-neutral phaseout of the rural adjustment for IRFs that 

moved from rural to urban status under revised CBSA delineations. CMS says those affected IRFs will 

receive the full FY 2027 wage index with no further FY 2024 rural adjustment, completing the gradual 

reduction of the 14.9% rural adjustment for those facilities.  

Why this matters 

This will not affect every IRF, but for affected facilities it is one of the most material policy items in 

the rule. It means the transition cushion is ending. If an organization has an IRF that previously 

benefited from rural classification and was reclassified, FY 2027 could bring a meaningful revenue 

step-down relative to the earlier transition years.  

Policy concern 

This is a classic example of why the headline payment increase can be misleading. Some providers 

may still face net pressure even in a “positive update” year because the rural phaseout and wage index 

effects can offset the base rate increase.  

3. Coverage/compliance changes: these may be the most immediate operational risk 

A. 36-hour therapy rule 

What changed 

CMS proposes to revise the rule so that all therapy treatments or therapy evaluations must begin within 

36 hours from midnight on the day of admission. CMS explains that older subregulatory guidance may 

have created ambiguity about whether only one therapy or all therapies needed to start within that 

window, and CMS states plainly that all therapies must be initiated, not just one therapy.  

Why this matters 

This is more than a technical clarification. It tightens the evidentiary standard for showing that a 

patient is truly in an intensive rehabilitation program at the outset of the stay. Facilities with weekend 

admissions, therapist coverage gaps, or delayed evaluations should pay close attention.  
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What to be concerned about 

The likely risk is audit and denial exposure, not just workflow inconvenience. A rule that explicitly 

requires all therapies/evaluations to start on time gives reviewers a cleaner basis to question IRF 

appropriateness or compliance where services were staggered or delayed.  

B. Current functional status in the preadmission screening 

What changed 

CMS proposes to require that the patient’s current functional status be documented in the preadmission 

screening, in addition to prior level of function. CMS says this is necessary to build a complete picture 

of the patient’s rehabilitation trajectory and expected improvement.  

Why this matters 

This is a meaningful policy signal about admission rigor. CMS is effectively saying the preadmission 

screening should show not just who the patient used to be, but who the patient is now and why IRF-

level rehabilitation is appropriate at this point in time.  

What to be concerned about 

This raises the bar for documentation consistency between the hospital, screening clinician, and IRF 

record. Weak current-function documentation could become a vulnerability in medical review, 

especially where the record overstates expected gains or does not clearly support IRF intensity.  

C. Initial interdisciplinary team meeting by day 4 

What changed 

CMS proposes that the initial IDT meeting occur by the 4th day of admission, aligning it with the plan-

of-care timeframe. CMS explicitly provides compliant and non-compliant timing examples and states 

that delaying coordinated review can lead to ineffective care and delayed improvement.  

Why this matters 

This is a policy move toward earlier team-based accountability. It pushes IRFs to demonstrate that 

physician, nursing, PT, OT, SLP, and other disciplines are not just working in parallel, but 

coordinating quickly enough to shape the plan of care while the stay is still early.  

What to be concerned about 

This could be operationally burdensome for short stays, holiday/weekend admissions, and facilities 

with less flexible staffing. It also creates a more concrete compliance checkpoint for surveyors and 

auditors.  

4. Wage index policy: no change now, but CMS is signaling possible future revision 

What changed 
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CMS is not changing the IRF wage index methodology in this proposed rule, but it is soliciting 

comments on alternative data sources that could be used to construct an IRF-specific wage index in 

future years. CMS frames this as part of considering better alignment with other payment systems.  

Why this matters 

This is easy to overlook, but it is an important policy signal. Wage-index methodology can materially 

redistribute money across providers and regions. When CMS starts openly discussing alternative data 

sources, it is often laying groundwork for a later proposal.  

What to be concerned about 

If CMS eventually moves away from the current construct, some providers could benefit and others 

could lose depending on labor-market characteristics and how “IRF-specific” wage data are defined. 

This is not an immediate change, but it is a strategic issue worth tracking.  

5. IRF payment reform RFI: the biggest long-term issue in the rule 

What changed 

CMS includes an RFI on potential future IRF PPS payment reform. The agency says it is considering a 

“fundamental refinement” to IRF patient classification by changing how primary diagnoses map to 

clinical categories, using PDPM-style logic as a starting point, and it is exploring a new comorbidity 

methodology modeled in part on the SNF PDPM NTA approach. CMS describes a potential six-bin 

comorbidity score structure: 0, 1, 2, 3, 4–5, and 6+.  

Why this matters 

This is the most important policy section if you are thinking beyond FY 2027. CMS is signaling that 

the current IRF classification system may no longer reflect patient complexity and rehabilitation care 

patterns well enough. The stated goals are better payment accuracy, stronger alignment between 

spending and value, and greater consistency across post-acute payment systems.  

What to be concerned about 

A later move toward PDPM-like classification could materially change winners and losers across 

impairment groups, diagnoses, and comorbidity profiles. It could also change documentation 

incentives. Even though no payment reform is being finalized here, this is where the largest long-term 

financial and policy risk sits.  

6. IRF QRP: faster submission deadlines 

What changed 

Beginning with the FY 2029 IRF QRP, CMS proposes to shorten the deadline for both assessment and 

CDC NHSN data submissions from 4.5 months after the quarter ends to the 15th day of the second 

month after the end of the quarter. CMS says this could reduce reporting lag by up to three months and 

improve the timeliness and usefulness of public reporting.  
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Why this matters 

This mirrors CMS’s broader direction across post-acute settings: faster data, faster transparency, less 

lag for correction. Even if the content of the measures is unchanged, the compliance burden becomes 

more front-loaded.  

What to be concerned about 

Facilities with weaker data processes, delayed abstraction, or limited infection-reporting support may 

have less room to fix errors before data are locked for public and program use. It is an operational 

change, but it has reputational and payment implications over time.  

7. DMEPOS competitive bidding provision: relevant, but peripheral unless you work in that lane 

The rule also includes a proposal to require a higher bid surety bond amount for bidders in a Remote 

Item Delivery competitive bidding area under the DMEPOS Competitive Bidding Program. For most 

organizations focused on IRF operations, this is not the central issue in the document, but it matters for 

suppliers and contracting parties involved in those bids.  

Bottom line 

This rule is best understood as a routine payment update paired with sharper operational requirements 

and a potentially major future payment-reform signal. The most immediate risks are the tightened 

compliance expectations around therapy initiation, preadmission documentation, and early IDT timing. 

The most important strategic issue is CMS’s RFI on PDPM-style IRF payment redesign. The most 

important infrastructure issue is the move to faster QRP reporting deadlines.  

 


