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Executive Takeaway

This rule is not a payment reform rule. It is a measurement and regulatory strategy rule with a modest
payment update attached.

Key signals: (1) modest payment growth with ongoing margin pressure, (2) reduction of reporting
burden, and (3) movement toward digital, faster, outcome-based quality oversight.

1. Payment Policy

Approximately 2.6% net payment increase driven by market basket minus productivity adjustment.
Estimated $295 million aggregate increase.
Continued reliance on case-mix recalibration, wage index, and outlier payments (~3%).

Policy concern: Payment growth does not keep pace with labor costs, reinforcing long-term margin
compression.

2. Quality Reporting Program (QRP)

Removal of COVID vaccination measures signals end of pandemic-era reporting.

Removal of SDOH elements (living situation, food insecurity, utilities) reflects shift toward clinically
actionable data.

2% penalty for non-compliance remains in place.

Policy implication: fewer measures but sustained enforcement intensity.

3. Data Strategy & Future Direction

CMS exploring shorter reporting timelines—movement toward near real-time oversight.

Push toward digital quality measurement (FHIR, interoperability).
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Future measures likely focused on functional outcomes, cognition, nutrition, and patient well-being.

Policy implication: shift from manual reporting to automated, continuous monitoring.

4. Appeals Policy

Shift from 'extenuating' to 'extraordinary circumstances'.
Allows filing flexibility but raises approval threshold.

Policy implication: easier to appeal, harder to win.

5. Case-Mix & Payment Mechanics
Updates to CMG weights and average length of stay.

Outlier threshold adjustments.

Policy implication: continued refinement without structural redesign.

6. Administrative Burden

Short-term burden reduction from removal of measures.
Long-term shift toward digital reporting infrastructure.

Policy implication: burden shifts from manual work to system/data capabilities.

Bottom Line

The rule stabilizes payments, reduces low-value reporting, and builds toward a digital, outcome-based
quality system.

Future risk lies in real-time data oversight and outcome-driven reimbursement.



