
Final FY 2023 IPPS changes to know

Top Ten Highlights from  
2023 IPPS Final Rule 

REGULATORY BRIEF

Annual increase tops 4%
Acute care hospitals that report quality data and are meaningful users of EHRs will receive  

a 4.3-percent increase in Medicare rates in fiscal year 2023. The rate reflects a hospital market basket 

update of 4.1 percent reduced by 0.3 percentage point for productivity, plus a 0.5 percentage point 

adjustment required by statute. This update reflects the most recent data available and is 1.1 percentage 

point higher than the proposed update for FY 2023.

MS-DRGs remain static
CMS did not propose any new MS-DRGs for FY 2023, so the number of MS-DRGs is maintained  

at 767 for FY 2023.

Uncompensated care payment decreases
CMS will distribute roughly $6.8 billion in uncompensated care payments for FY 2023, a decrease of 
approximately $318 million from FY 2022. 

• For FY 2023, CMS finalized using the two most recent years of audited data on uncompensated care 
costs from Worksheet S–10 of the FY 2018 cost reports and the FY 2019 cost reports to calculate 
Factor 3 in the uncompensated care payment methodology for all eligible hospitals.

• In addition, for FY 2024 and subsequent fiscal years, CMS finalized using a three-year average of the 
data on uncompensated care costs from Worksheet S-10 for the three most recent fiscal years for 
which audited data are available.

Medicaid section 1115 demonstrations tabled
After further consideration of the proposal relating to the treatment of section 1115 demonstration days 

for purposes of the DSH adjustment (87 FR 28398 through 28402), CMS will not move forward with the 

current proposal. They expect to revisit in future rulemaking, and CMS encourages interested parties to 

review any future proposal and submit comments at that time.
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On August 1, 2022, the Centers for Medicare & Medicaid Services (CMS) issued the federal 

fiscal year (FFY) 2023 Medicare Hospital Inpatient Prospective Payment System (IPPS) final 

rule. Our government reimbursement experts reviewed the final rule which goes into effect 

October 1, 2022 and summarized the top ten items that hospitals and health systems need  

to know and consider as they navigate the next fiscal year.
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REGULATORY BRIEF

Cloudmed, an R1 company, helps healthcare systems maximize outcomes in a complex 
financial world. With industry-leading expertise and data-driven technology, we deliver 
actionable insights across the revenue cycle, helping providers boost productivity and 
increase revenue. We are proud to partner with over 3,100 healthcare providers in the 
United States to recover over $1.7 billion of underpaid or unidentified revenue annually.
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For an assessment performed by our government reimbursement experts, email   
connect@cloudmed.com

Final FY 2023 IPPS changes to know (cont.)

Birthing-friendly designation
CMS finalized the establishment of a ‘birthing-friendly’ hospital designation for Fall 2023. CMS states that 

“Reducing maternal morbidity and mortality is a priority of the Biden-Harris Administration.”

Cap on wage index decreases
CMS will now permanently apply a budget-neutral 5-percent cap on any decrease to a hospital’s wage 

index from the prior fiscal year.

GME calculation policy changes
The 2023 final rule Implements a modified policy for Direct Graduate Medical Education (GME) full-time 

equivalent cap calculations.

NAHE payment rate updates
CMS finalized its proposed updates to the Medicare Advantage nursing and allied health education 

(NAHE) payment rates and GME reduction factors.

VBP and HAC measures suppressed
For FY 2023, CMS will suppress most measures in its Hospital Value-based Purchasing Program, and 

all measures in its Hospital-Acquired Condition Reduction Program. As a result, hospitals will not 
experience FY 2023 payment adjustments under either program. 

• In a departure from the proposed rule, CMS will publicly report the FY 2023 results of the  
HAC Reduction Program’s patient safety indicator measure.

• CMS also adopted ten new measures for the Inpatient Quality Reporting program, including  
three health equity-related measures and two perinatal electronic clinical quality measures.  

• CMS will increase the IQR program’s electronic clinical quality measures (eCQM) reporting  
requirements from four to six measures beginning with the calendar year 2024 reporting period.

To learn how we help leading healthcare providers accelerate and optimize Medicare reimbursement, visit 
cloudmed.com/government-navigation-suite.
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Proxy data disqualified for Tribal and Puerto Rican providers
CMS is discontinuing the use of proxy data for uncompensated care costs in determining uncompensated 

care payments for Indian Health Service and Tribal hospitals and hospitals in Puerto Rico. The agency is  

also establishing a new supplemental payment to promote long-term payment stability for these hospitals.
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