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Dr. Mehmet C. Oz, Administrator

Centers for Medicare and Medicaid Services
Department of Health and Human Services
7500 Security Boulevard

Baltimore, MD 21244-1850

March 9, 2026

Re: Pre-Rulemaking Letter — CY 2027 Hospital Outpatient Prospective Payment System
Proposed Rule

Dear Administrator Oz:

The Alliance for Rural Hospital Access (the Alliance) is submitting this letter as a pre-
rulemaking request that the Centers for Medicare & Medicaid Services (CMS) set forth a policy
change in the forthcoming Hospital Outpatient Prospective Payment System (OPPS) proposed
rule for CY 2027 that would provide exemptions to site neutral payment policies for Medicare-
Dependent Hospitals (MDHs).

The Alliance is comprised of hospitals designated as MDHs, Sole Community Hospitals (SCHs),
and Rural Referral Centers (RRCs) under the Medicare program. MDHs, SCHs, and RRCs
provide rural populations with local access to a wide range of health care services. In doing so,
they localize care, minimize the need for further referrals and travel, and provide services at
lower costs than their urban counterparts. These hospitals also commonly establish satellite sites
and outreach clinics to provide primary and emergency care services to the surrounding
underserved communities, a function which is becoming increasingly important as economic
factors force small rural hospitals to close.

MDHs are, by definition, vital providers in the Medicare program. Beneficiaries who live in rural
communities often depend on these facilities for a full complement of health care services, from
primary care to sophisticated inpatient treatment. Rural hospitals across the country continue to
struggle financially and, when one closes, the consequences for the communities they serve, and
for Medicare beneficiaries in particular, may be grave.

The Alliance recommends that CMS take steps to sustain and improve access to health care

in rural communities by ensuring MDHs are exempted from site neutral payment policies
in the same manner that rural SCHs currently are.

Background

Beginning in CY 2019, CMS finalized a policy to pay for clinic visit services described by
HCPCS code G0463 furnished by excepted (grandfathered) off-campus provider-based
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outpatient departments at the PFS relativity adjuster rate, i.e., the same payment amount used to
pay for services furnished by non-excepted (non-grandfathered) off-campus provider-based
outpatient departments—a change that ultimately reduced payments for these services to 40% of
the OPPS rate. Beginning in CY 2023, CMS began exempting from the payment reductions
services furnished by excepted off-campus provider-based departments of rural SCHs.

In CY 2026, CMS expanded its site neutral policy to include drug administration services
furnished by excepted off-campus provider-based outpatient departments, paying the PFS
equivalent rate for any HCPCS codes assigned to the drug administration services APCs. As with
its clinic visit policy, CMS proposed and finalized an exemption from this policy for rural/ SCHs.

The Alliance is supportive of these rural SCH exemptions and has urged CMS to extend them to
urban SCHs and MDHs, as these rural hospitals face the same disadvantages and financial
struggles as rural SCHs. Recognizing these financial challenges and extending the exemptions is
a step CMS could take to tangibly help protect access to care in rural communities.

Prior Comments on MDH Exemption

MDHs are a vital part of the rural health care safety net, yet CMS has historically favored rural
SCHs above other hospital types. There is no data that shows rural SCHs to be somehow more
vulnerable or fragile than MDHs. In fact, the opposite is true. For example, as noted in a
December 2024 report from KFF, the aggregate operating margin was 1.8% for MDHs and 4.2%
for SCHs, while the aggregate operating margin for all hospitals was 5.2% (and 5.4% for urban
hospitals).! We have continually asked CMS to extend the rural SCH exemption to MDHs,
providing the same relief to these similarly disadvantaged rural hospitals.

Most recently, in our comment letter on the proposed CY 2026 rule, the Alliance requested that
CMS exempt MDHs from the G0463 site neutral policy, along with the newly proposed drug
administration policy. In addition to the margin data cited above, we also noted that extending
the exemption to MDHs would add only nominally to the cost of exempting rural SCHs. For the
drug administration proposal, for example, the proposed CY 2026 rule stated: “...exempting
rural SCHs from the method to control unnecessary volume of drug administration services
reduces the savings from this provision by approximately $16 million for CY 2026.” Given that
there are fewer than half as many MDHs than rural SCHs (162 MDHs versus 427 SCHs),
extending the exemption to MDHs would add nominally to the cost.

MDH Exemption is Supported by Data

In the CY 2026 final rule, CMS did not extend site neutral policy exemptions to MDHs. CMS
reasoned, “...we do not believe that commenters provided sufficient reasoning or data to show
that the other provider types suggested (Medicare Dependent Hospitals, Urban Sole Community
Hospitals, Rural Referral Centers, Medicaid DSH, Medicare DSH, and Low-Volume Adjustment

" Hospital Margins Rebounded in 2023, But Rural Hospitals and Those With High Medicaid Shares Were Struggling
More Than Others. December 18, 2024. https://www.kff.org/health-costs/issue-brief/hospital-margins-rebounded-in-
2023-but-rural-hospitals-and-those-with-high-medicaid-shares-were-struggling-more-than-others/
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Hospitals) demonstrate the additional resource costs that rural SCHs do and should therefore also
be exempted from this OPPS payment policy.”

In response to CMS’s comment, the Alliance is providing data that supports an MDH
exemption.? According to our analysis, both rural SCHs and MDHs had weighted average per-
line outpatient costs approximately 5 percent above the all-hospital average. These results
indicate that MDHs exhibit the same pattern of elevated resource costs that CMS has recognized
in exempting rural SCHs from site-neutral payment policies.

Table 1: Weighted average cost comparison of all claim lines with a HCPCS code

Measure All Hospitals MDH Rural SCH
Weighted average cost per line () 109.81 115.03 115.16
Difference vs. all hospitals — +5% +5%

Source: M+ analysis of CY 2024 OPPS rate-setting file released with the CY 2026 OPPS final rule

For these reasons, the Alliance encourages CMS to reconsider its previous position that there is
insufficient reasoning or data to support exempting MDHs from current or future site neutral
payment policies.
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We welcome the opportunity to meet with your team to discuss this issue further, prior to the
release of the proposed CY 2027 rule, and will reach out to the appropriate member of your team
to make such arrangements. If you have any questions, please contact me at 202.204.1457 or
ezimmerman@mcdermottplus.com.

Sincerely,

Eric Zimmerman

2 We analyzed an OPPS-wide, standardized measure of outpatient per-line costs, which reduces the influence of
hospital accounting variation and allows for a more consistent comparison of resource costs across hospital types. To
compare outpatient hospital costs across hospital types, we calculated wage-adjusted per-unit costs using the CY
2024 OPPS rate-setting file released with the CY 2026 OPPS final rule. We excluded $0-cost lines, services not paid
under OPPS, statistical outliers (+3 times the standard deviation by HCPCS), and HCPCS codes with missing volume
in any hospital type. Average per-unit costs were calculated by HCPCS and hospital type, and then weighted using
the national HCPCS claim distribution to produce weighted average costs that allow direct comparison across
hospital types. Weighting by the national HCPCS claim distribution standardizes service mix across hospital types,
isolating differences in per-unit costs rather than differences driven by service mix. HCPCS codes in the analysis
include all coded procedures, ancillary services, drugs, supplies, and other items.
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