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Summary of the 2027 Proposed Changes to the Medicare Hospital Outpatient Prospective Payment
and Ambulatory Surgical Center Payment Systems, and Quality Reporting Programs

On July 2, 2026, the Centers for Medicare & Medicaid Services (CMS) released the calendar year (CY)
2027 Medicare Hospital Outpatient Prospective Payment System (OPPS) and Ambulatory Surgical Center
(ASC) Payment System proposed rule (CMS-1850-P). The proposed rule includes updates to payment
rates and regulatory policies affecting Medicare services furnished in hospital outpatient departments
and ambulatory surgical centers beginning in CY 2027. While the rule primarily focuses on hospital
outpatient and ASC payments, several proposals may have important implications for primary care
internal medicine physicians, including referral patterns, site-of-service decisions, patient cost-sharing,
and care coordination. CMS proposes a 2.4% increase to OPPS and ASC payment rates for CY 2027 for
hospitals and ASCs that meet applicable quality reporting requirements. Although this payment update
primarily affects hospitals and ASCs, it may influence hospital investment, service availability, and
physician-hospital relationships.

For primary care internal medicine physicians, one of the most relevant proposals is CMS’ continued
focus on site-neutral payment policies. CMS proposes to expand its site-neutral payment policy by
paying Physician Fee Schedule-equivalent rates for certain imaging services furnished in excepted off-
campus hospital outpatient departments. The proposal applies to several commonly performed imaging
services, including X-rays, ultrasound, CT and MRI without contrast, DXA scans, and echocardiography-
related services. If finalized, CMS estimates the policy would reduce Medicare spending and beneficiary
cost-sharing while encouraging more cost-effective site-of-service decisions.

The proposed rule also continues CMS’ broader effort to shift appropriate services from inpatient
settings to outpatient departments and ASCs. CMS proposes to continue phasing out the Inpatient Only
list and to add a significant number of procedures to the ASC Covered Procedures List. Although these
changes do not require services to be performed in outpatient settings, they may increase the number of
Medicare beneficiaries receiving procedures in hospital outpatient departments or ASCs. As a result,
internal medicine physicians may see an increase in requests for preoperative evaluations, medication
management, anticoagulation guidance, diabetes management, and post-procedure follow-up. These
proposals also reinforce CMS’ broader effort to furnish clinically appropriate care in lower-cost
outpatient settings while preserving physician judgment regarding the appropriate site of care.

CMS also proposes significant changes to payment for drugs acquired through the 340B Drug Pricing
Program. Based on a recent hospital acquisition cost survey, CMS proposes paying for most 340B-
acquired drugs at Average Sales Price (ASP) minus 33.4%, rather than at ASP plus 6%. CMS estimates the
proposal would reduce Medicare drug spending and beneficiary cost-sharing while increasing payments
for non-drug outpatient services to maintain budget neutrality. These changes could affect hospital
outpatient infusion services, referral patterns, and beneficiary cost-sharing for certain infused therapies,
with potential downstream effects on patient access. Primary care physicians should be attentive to
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whether these payment changes affect care coordination or access to hospital-based infusion services
for Medicare patients.

CMS also proposes a temporary payment approach for certain Software as a Medical Service (SaMS)
technologies that use algorithmic analysis to support clinical decision-making. Under the proposal,
eligible software-based medical services would be paid under the New Technology Ambulatory Payment
Classifications, while CMS continues to evaluate a longer-term payment framework. Although these
technologies are generally furnished in hospital outpatient settings, the proposal reflects CMS’ growing
recognition of software-enabled and artificial intelligence-supported technologies within Medicare
payment policy. It may have implications for future adoption of digital health tools.

The proposed rule also includes updates related to intensive outpatient programs and partial
hospitalization programs. These services remain important referral options for patients with behavioral
health needs who require more support than routine outpatient care but do not require inpatient
admission. For internal medicine physicians managing patients with depression, serious mental iliness,
substance use disorder, or transitions after psychiatric hospitalization, these proposed updates may be
relevant to care coordination and referral planning.

CMS also proposes adding prior authorization requirements for certain botulinum toxin injection services
furnished in hospital outpatient departments beginning July 1, 2027. CMS notes that this proposal is
intended to address significant growth in utilization of these services and strengthen program integrity.
While specialists generally provide these services, primary care physicians may be asked to document
medical necessity for conditions such as chronic migraine, spasticity, or dystonia.

The rule also includes proposed changes to outpatient quality reporting, such as removing a
colonoscopy-related documentation measure, updating quality reporting validation processes, and
requesting information on the potential use of an Advance Care Planning electronic clinical quality
measure in the hospital outpatient setting. These proposals reflect CMS’ continued interest in digital
quality measurement, electronic reporting, and documentation of patient preferences across care
settings.

Finally, CMS is seeking input on hospital price transparency policies, including ways to improve the
usefulness and comparability of hospital pricing information. Over time, these efforts may help
physicians and patients better understand the cost implications of receiving services in different
outpatient settings.

CMS is accepting public comments on the proposed rule through August 31, 2026. Overall, the proposed
rule (2026-13656.pdf) signals CMS’ continued interest in site-neutral payment, outpatient care delivery,

program integrity, patient cost-sharing, prior authorization, behavioral health access, quality reporting,
and price transparency. For primary care internal medicine physicians, the key takeaway is that referral
decisions, documentation, and care coordination may become increasingly important as Medicare
continues to refine payment and regulatory policies across hospital outpatient departments, ASCs, and
physician office settings.
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ACP will review the proposed rule in detail and assess its potential impact on internal medicine
physicians and their patients. ACP plans to provide formal comments to CMS with recommendations to
ensure that Medicare payment and regulatory policies support access to high-quality, patient-centered,
and affordable care.



