IOWA HOSPITAL
ASSOCIATION,

June 9, 2026

The Honorable Mehmet Oz, MD, MBA
Administrator

Centers for Medicare & Medicaid Services

U.S. Department of Health and Human Services
P.O. Box 8013

Baltimore, MD 21244-8013

Re: CMS—-1849-P: Medicare Program: Hospital Inpatient Prospective Payment Systems
for Acute Care Hospitals and the Long Term Care Hospital Prospective Payment System
and Policy Changes and Fiscal Year 2027 Rates: Requirements for Quality Programs; and
Other Policy Changes

Dear Administrator Oz:

On behalf of lowa’s 121 hospitals, including 32 prospective payment system hospitals, the lowa
Hospital Association (IHA) appreciates the opportunity to provide comments on the Centers for
Medicare & Medicaid Services’ (CMS) proposed rule on the Fiscal Year (FY) 2027 Inpatient
Prospective Payment System (PPS). IHA also wishes to express support for the comments to
the proposal submitted by the American Hospital Association.

To understand the context within which lowa hospitals are operating and the rationale behind
our comments on the proposed rule, it is important to consider their pivotal role in supporting
both the health and economic stability of the state and its communities. Their impact is
substantial, as evidenced by the following:

Economic Contributions

e Employment: lowa hospitals provide $6 billion in wages and benefits, supporting 76,000
direct jobs.

e Job Support: They indirectly support an additional 142,000 jobs across the state.

e Economic Impact: Hospitals contribute $22.9 billion to lowa’s economy, accounting for
11.3% of the state’s gross domestic product.

Community Benefits

e Annual Contributions: Hospitals provide $1.1 billion in community benefit each year.
e Charity Care: In 2025, they delivered $346 million in charity care, a 23.57% increase
from 2024, aiding those unable to afford medical services.
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Despite these significant contributions, lowa hospitals face several challenges that threaten their
financial stability and capacity to serve their communities effectively. Key trends and issues
include:

Shifts in Care Patterns

e A notable increase in outpatient care combined with a decrease in inpatient care is
negatively impacting the revenue models of hospitals.

Public Payor Dependence

e The 2025 average payor mix for lowa hospitals indicates a strong reliance on public
payors, with just under 60% of total hospital revenue derived from these programs.
Specifically, 44% is attributed to Traditional Medicare and Medicare Advantage, while
Medicaid accounts for an additional 15%.

Financial Pressure

e 23% of lowa hospitals operate with negative or unsustainable margins.
¢ Inflation and other factors drove a $2.3 billion increase in expenses from 2023 to 2025,
including:
o An additional $163 million spent on supplies
o Pharmaceutical expenses rose $500 million
o Payroll and benefits increased by $800 million

lowa hospitals are essential to the state’s health and economic well-being but are currently
operating under significant financial strain. These challenges underscore the importance of
supportive policies and adequate funding to ensure these institutions can continue to provide
vital services and maintain their crucial role in the community.

Inpatient PPS Payment Update

For Fiscal Year 2027, CMS has proposed a market basket update of 3.2%, reduced by a 0.8
percentage point productivity adjustment, yielding an estimated net payment increase of just
2.4% nationally and an estimated update of 1.3% for lowa hospitals. While this approach
complies with statutory requirements, it fails to meaningfully account for the sustained financial
pressures facing hospitals. Coupled with years of inadequate updates, this proposal further
exacerbates Medicare’s chronic underpayment of lowa hospitals and health systems.

IHA urges CMS and policymakers to reevaluate the underlying assumptions and methodologies
used to establish Medicare payment rates. The current time-lagged framework does not reflect
the real-time economic conditions hospitals are confronting—particularly ongoing inflation in
labor, supply, and infrastructure costs. As a result, the proposed 1.3% update for lowa hospitals
falls short of what is necessary to preserve access to care and maintain financial stability across
the hospital sector.



These concerns are particularly acute in light of the broader fiscal environment, including
anticipated reductions in Medicaid funding in lowa beginning in 2028. Without a more
responsive and data-driven approach to Medicare rate-setting, the current framework risks
undermining hospitals’ ability to preserve critical services and ensure continued access to care
for Medicare beneficiaries.

Expansion of Comprehensive Care for Joint Replacement Model

Hospitals and health systems remain committed to advancing value-based payment
arrangements that improve quality, enhance patient outcomes, and reduce the overall cost of
care. IHA and its members strongly support continued innovation in Medicare payment models
that align incentives, promote coordinated care, and reward prevention and wellness. However,
we have significant concerns with the proposed expansion of the Comprehensive Joint
Replacement Model (CJR-X) as currently designed.

While we appreciate CMS’s intent to broaden participation in value-based models, mandatory
participation in CJR-X would present considerable challenges for many hospitals. Successful
engagement in episode-based payment models requires substantial upfront and ongoing
investments in care redesign, data analytics, clinical integration, and post-acute care
coordination. These requirements can be particularly burdensome for hospitals with limited
scale, thin operating margins, or those serving rural and medically underserved communities.

Further, hospitals do not have direct control over many aspects of post-acute care delivery,
which is largely directed by physicians and other non-affiliated providers. While hospitals play a
key role in coordination, they often lack the authority to fully manage these services. As a result,
hospitals may be held financially accountable for outcomes and costs that are not entirely within
their control.

Mandatory participation also risks exacerbating disparities in readiness across providers.
Hospitals that are earlier in their value-based care journey, or that lack the capital to invest in
necessary infrastructure, may struggle to meet performance standards or achieve savings
benchmarks without sufficient preparation. The potential for significant financial penalties,
including those as high as 20 percent for high-volume procedures, raises concerns about
unintended consequences, including reduced provider participation and diminished patient
access to joint replacement services.

For these reasons, we strongly recommend that CMS adopt a voluntary approach to CJR-X
participation. Allowing hospitals to opt in would enable them to build the infrastructure,
partnerships, and clinical pathways necessary for success in episode-based payment models. A
voluntary framework could be further strengthened through targeted technical assistance,
phased implementation of downside risk, and adjustments to benchmarks for low-volume and
safety-net providers.

Additionally, CMS should consider a phased approach that provides hospitals with access to
cost and quality data at least one year in advance of participation. Beginning with a focus on
quality performance, while allowing hospitals to analyze cost data, would give organizations the
opportunity to assess their current practices and make informed operational and partnership



changes. Cost accountability could then be introduced in later performance years, creating a
more realistic pathway to success.

A voluntary and phased participation model would not undermine CMS’s goals for advancing
value-based care. Rather, it would enhance the likelihood of long-term success by fostering
provider readiness, encouraging innovation, and supporting broader, more equitable
participation. We urge CMS to consider these modifications to ensure that CJR-X achieves its
intended goals of improving care quality while reducing costs across diverse care settings.

Promoting Interoperability Program for Hospitals

We commend CMS for its continued efforts to advance interoperability, improve quality
measurement, and align reporting requirements across programs. We encourage the agency,
however, to carefully consider the operational realities of hospital care delivery and ensure that
policies are both feasible and effective in driving meaningful improvements in patient outcomes.

Regarding the Promoting Interoperability Program, we support CMS’s efforts to streamline
requirements and reduce administrative burden. In particular, we agree with the proposed
revisions to the definition of certified electronic health record technology and the removal of
ONC direct review and ONC-Authorized Certification Body surveillance attestations. These
requirements have a limited impact on day-to-day hospital operations and do not meaningfully
enhance quality or oversight. Their removal represents a constructive step toward reducing
unnecessary compliance burden while maintaining program integrity.

We also support CMS’s proposal to remove the “Support Electronic Referral Loops” measures.
These measures have become redundant given broader health information exchange (HIE)
initiatives and offer limited actionable insights for hospitals. CMS’s shift toward prioritizing
bidirectional exchange and TEFCA-enabled interoperability reflects a more meaningful and
forward-looking approach to data sharing and care coordination.

However, we have significant concerns regarding the proposed updates to the electronic prior
authorization measure. The transition from a discharge-based framework to one focused on
actions occurring during a hospital encounter does not align with current clinical or
administrative workflows. In practice, prior authorizations are often initiated during inpatient
stays for services delivered post-discharge, creating ambiguity around which services would be
captured. This proposal also appears inconsistent with broader efforts to reduce prior
authorization burden across the healthcare system.

Several operational and methodological questions remain unresolved. For example, when a
patient is discharged from Hospital A with an order for a procedure to be performed at
Radiology Clinic B, and Clinic B submits the prior authorization via API, attribution is unclear. If
both entities are within the same system, would this count as one order and one authorization?
If they are separate entities, would the hospital be attributed an order without a corresponding
authorization? Without clear numerator and denominator definitions, hospitals will struggle to
operationalize the measure and demonstrate compliance.

In addition, responsibility for meeting minimum technology standards must be shared with
payers. Absent this alignment, hospitals will face increased costs, both from EHR vendors and



payer-specific requirements, without corresponding improvements in efficiency. We strongly
recommend that CMS clarify its intent, provide detailed use cases, and consider retaining or
expanding the discharge-based framework to better reflect real-world workflows.

We generally support the proposed adoption of a Unique Device Identifier (UDI)-based measure
for implantable medical devices, as many hospitals already capture implant identifiers within
existing workflows. However, the proposal lacks clarity regarding what qualifies as an
“implantable medical device,” which could result in inconsistent interpretation. CMS should align
with existing FDA definitions, such as Class Il implantable devices, to promote consistency.

Additionally, while many hospitals have certified EHR capabilities, implementation and utilization
vary significantly. CMS should collaborate with FDA to establish clearer definitions and
expectations and explore enhancements to the FDA recall database, such as incorporating
discrete UDI fields to enable point-of-care recall alerts.

Hospital Inpatient Quality Reporting and Value Programs

We appreciate CMS’s continued commitment to advancing quality measurement and
interoperability. We encourage the agency to prioritize feasibility, transparency, and alignment
with real-world care delivery, as policies grounded in operational realities are more likely to yield
meaningful and sustained improvements.

We have substantial concerns regarding the proposed advanced care planning electronic
clinical quality measure (eCQM). While the goal is important, the measure does not effectively
capture meaningful care delivery. Documentation practices vary widely across providers,
workflows, and EHR configurations, making standardized electronic capture difficult. As a result,
there is a significant risk that compliance will devolve into a documentation exercise rather than
reflecting meaningful patient engagement.

Moreover, advance directives are often unavailable at the point of care, particularly in emergent
situations or when patients are traveling, further complicating accurate measurement. Similar
expectations already exist under Conditions of Participation, raising concerns about duplication
without added value. We recommend that CMS reconsider this measure or explore alternative
approaches better aligned with clinical practice.

Regarding the proposed postoperative venous thromboembolism (VTE) measure, we
appreciate the use of a risk-adjusted observed-to-expected methodology. However, key
methodological challenges remain, particularly in capturing post-discharge events. Hospitals
often lack visibility into care delivered outside their systems, limiting their ability to track
outcomes and drive improvement.

Reliance on Quality Reporting Document Architecture files submitted by CMS Certification

Number and calendar quarter also introduces the risk of undercounting events that occur at
other facilities within the 30-day post-discharge window. To improve accuracy, CMS should
consider limiting eligible discharges to those occurring on or before November 30, allowing
sufficient time for capture, validation, and reporting of post-discharge events.



We also have concerns about the excess days in acute care measure for diabetes. Small case
volumes may limit statistical reliability, and outcomes are heavily influenced by factors beyond
hospital control, such as access to outpatient care, medication affordability, and patient
adherence. As such, the measure may not accurately reflect hospital performance and could
create unintended consequences.

We urge CMS to proceed cautiously with the inclusion of Medicare Advantage populations in
existing measures. While this expansion could provide a more comprehensive view of care, key
operational differences must be addressed. For example, prior authorization requirements in
Medicare Advantage often delay discharge and extend length of stay, directly affecting
performance on utilization-based measures. Without appropriate stratification, combining these
populations risks obscuring meaningful differences. We strongly recommend separate reporting
for Medicare Advantage and fee-for-service populations in both public reporting and confidential
feedback.

More broadly, we are concerned about the continued expansion of eCQM requirements without
adequate implementation timelines. Although eCQMs are often described as less burdensome,
they require significant investment in workflow redesign, staff training, data validation, and
ongoing monitoring. Implementation timelines as short as 24 months are not realistic given the
complexity of these efforts and reliance on vendor development cycles. We recommend
extending timelines to at least three to four years and releasing measure specifications early to
allow for proper testing and standardization.

The proposed malnutrition eCQM highlights many of these challenges. Malnutrition is a complex
condition often present prior to hospitalization and influenced by long-term clinical and social
factors. While hospitals can identify and begin treatment, meaningful outcomes may not be
observable for months after discharge, complicating attribution to hospital performance.

Risk stratification will be essential, as expected outcomes vary significantly across patient
populations. For instance, patients with advanced cancer or end-stage renal disease may have
fundamentally different nutritional trajectories than those recovering from acute illness or
surgery. Measures must account for these differences to ensure clinically meaningful
evaluation.

There are also significant variations in hospital resources that may affect the ability to implement
standardized care. Many rural or smaller hospitals lack full-time dietitians or specialized nutrition
teams, which can directly impact both identification and management of malnutrition. Without
appropriate adjustments, the measure could inadvertently disadvantage resource-limited
facilities and exacerbate disparities.

In addition, heightened audit scrutiny of malnutrition documentation raises concerns that the
measure could incentivize inappropriate coding practices rather than meaningful clinical
improvement. Given these challenges, including attribution, patient variability, and resource
constraints, further refinement and testing are necessary before mandatory adoption.



We support the maternal morbidity structural measure and recognize its importance. However,
CMS must ensure fair comparisons across hospitals and avoid inadvertently discouraging the
provision of obstetric services, particularly in rural and underserved areas.

Finally, we have significant concerns regarding the proposed sepsis digital quality measure
utilizing FHIR-based data exchange. While advancing interoperability is important, this
measure's operational feasibility is uncertain. Many post-acute and community-based providers
lack the infrastructure required for FHIR-based exchange, potentially disadvantaging hospitals
based on factors beyond their control.

The concept of community-onset sepsis also raises questions about data sources, attribution,
and the influence of access to primary care. Without additional testing, clarification, and
infrastructure readiness, implementation of this measure risks unintended consequences.

Organ Acquisition and Reasonable Cost Payment Policies

IHA strongly supports the goal of creating a more efficient, cost-effective, and equitable organ
donation system, one that ensures Organ Procurement Organizations (OPOs) can continue to
honor donors and provide compassionate, high-quality support to donor families.

However, we have significant concerns that the proposed changes to OPO reimbursement
represent a fundamental shift in the financing of organ procurement, with far-reaching
implications for hospitals, OPO operations, and the broader transplant system. The current
reimbursement framework reflects real-world variation in care delivery, including geographic
differences, transportation logistics, clinical complexity, and the integration of emerging
technologies such as organ perfusion. This structure provides the stability and operational
flexibility necessary for OPOs and hospital partners to facilitate timely and effective organ
recovery across diverse clinical settings.

The proposed changes introduce new variability and uncertainty, particularly through
retrospective reconciliation mechanisms. Under this approach, OPOs may be required to repay
funds after costs have already been incurred, creating significant challenges related to cash
flow, working capital, and financial planning. Hospitals are concerned that this instability could
disrupt established care coordination processes critical to organ donation. In addition, the
transition to Organ-Specific Acquisition Charges, set by Medicare Administrative Contractors
and based on projected historical costs, will create a lag between reimbursement rates and
actual expenses. This disconnect may limit the ability of OPOs to adapt to evolving clinical
demands and market conditions, ultimately influencing procurement decisions, especially in
complex donor cases that often require substantial upfront investment with uncertain outcomes.

We are also concerned that these changes may increase overall costs to the Medicare program
while adding administrative complexity. Just as importantly, they risk undermining the ability of
OPOs, and their hospital partners, to support donor families throughout the donation process.
Delayed, unpredictable, and potentially reduced reimbursement could jeopardize critical, yet
largely uncompensated services such as social work, bereavement counseling, and child-life
support. These services are essential to ensuring that families experience the donation process
as one grounded in dignity, compassion, and trust.



Hospitals and health systems recognize that organ donation is not only a clinical process but
also one that is deeply human. Any changes that shift the experience from a supportive,
relationship-centered model toward a more transactional approach risk eroding family trust,
reducing authorization rates, and negatively impacting donor registration over time. Such
outcomes would undermine shared goals of increasing donation and improving transplant
outcomes.

We urge careful consideration of these impacts and collaboration with hospitals and OPOs to
ensure that any reforms strengthen, rather than destabilize, the organ donation system and the
patients and families it serves.

Thank you for considering our comments. We look forward to continuing collaboration with CMS
to ensure these regulations are both fair and effective.

Sincerely,

B - —

Chris Mitchell
President/CEO
lowa Hospital Association



