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Environment
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A New Normal?
“I’m starting to maybe 
not want to use the 
word recovery because 
we may be landing 
just in a different place 
altogether with our 
margins and cash flows.”

Susi Desai
Managing Director/Sector Leader
S&P

Median hospital operating margins have not 
recovered to pre-pandemic levels.

Challenging Margins

4
Source: "The Financial State of the Not-for-Profit Hospital Sector: Key Takeaways From the Latest Medians," hfma.org, August 22, 2024.
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110 hospitals closed between 2018–2022, creating access issues & placing lives at 
risk.

Hospital Closures

5

Sources: 
1) "Closed, Converted, Merged, and New Hospitals With Medicare Rural Designations: January 2018–November 2022," crsreports.congress.gov, April 26, 2023.
2) "Impact of Rural and Urban Hospital Closures on Inpatient Mortality," nber.org, June 2020. 
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In response to margin pressure, hospitals are eliminating services that are 
needed by the community but jeopardize the organization’s future.

Service Line Rationalization

6
Source: "42 Hospitals Closing Departments or Ending Services," beckershospitalreview.com, June 30, 2023.
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2025 Medicare Payment Updates

Payment System Net Update*
Inpatient/Outpatient PPS 2.9%
LTCH PPS 3.0%
Psych PPS 2.8%
Inpatient Rehab PPS 3.0%
Skilled Nursing PPS 4.2%
Home Health PPS 0.5%
Physician Fee Schedule -2.8%

Federal Fiscal Year/Calendar Year 2025 Final
Net Medicare Payment Updates

*For hospitals/facilities/providers meeting quality reporting
& meaningful use requirement. Only includes market basket update 
& ACA-mandated productivity adjustment. No other budget neutrality 
adjustments are included.

The Medicare market basket/conversion factor updates across all payment 
systems are inadequate (again).

7
Source: Analysis of PPS Final Rules for 2025
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CMS’ underprojection of 
uninsured rates has 
reduced payments to 
safety net hospitals by 
$2.6 billion in 2025 
compared to 2020.

CMS has reduced Medicare uncompensated care 
DSH payments by 32% since 2020. 

Deep Uncompensated 
Care DSH Cuts

8
Source: Analysis of FFY 2020–2025 IPPS Final Rules
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Post-Election Washington
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The Republicans have held 
the House of 
Representatives …

… & have taken the 
Senate, enabling 
legislation to be passed by 
“reconciliation.”

2024 Election – Congress

10 Source: Cook Political Report
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2024 Election – Administration
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Trump ‘47 will be more effective in the 
first 100 days than Trump ‘45.

Regulatory changes will depend on 
appointments to HHS & CMS.
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President Trump’s nominee for CMS administrator has previously advocated for 
Medicare Advantage for All.

CMS Administrator Dr. Mehmet Oz
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Source: "Medicare Advantage for All Can Save Our Health-Care System," forbes.com, June 11, 2020.
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Potential Regs at Risk of 
Litigation Post-Chevron

• 340B Program
• SNF Staffing Ratios
• No Surprises Act – QPA
• Home Health Budget Neutrality 

Cuts
• Medicare DSH Payments

The overturning of “Chevron Deference” opens 
the door to legal challenges of CMS rules in any 
number of areas that impact hospital finances.

Supreme Court Overturns 
“Chevron Deference”
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Source: "How the Supreme Court's Regulation Ruling Will Change Healthcare," modernhealthcare.com, July 2, 2024.



Outlook 2024–2026: 
Legislative & Regulatory 
Landscape



© 2025 Forvis Mazars, LLP. All rights reserved.

A continuing resolution (CR) funding the federal government expires March 14, 2025. 
The legislation, passed in December, includes several healthcare "extenders."

2025 Federal Funding
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"Extenders" Included in CR
ACA Medicaid DSH Cuts April 1, 2024
“Clear" 4% Medicare PAYGO 
Cut

TBD

Telehealth Waivers March 31, 2024
Community Health Center 
Funding 

March 31, 2024

Replenish FEMA Funding TBD
Medicare Low Volume 
Hospital 

March 31, 2024

Medicare Dependent Hospital March 31, 2024
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2025 – Forcing Functions
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Key Legislative Deadlines

Tax Cuts, Jobs Act, ACA Enhanced Subsidies
Dec. 31, 2025

FFY 2026 Budget
Oct. 1, 2025

Debt Ceiling Jan. 2, 2025
FFY 2025 Budget Dec. 20, 2024

Upcoming legislative “must do's” create 
opportunities for major health policy changes.
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Select Outcome 
Measures

Escalating costs & concerns about outcomes 
drive continued interest by policymakers in policy 
changes to improve value.

Driving Factors
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Sources: 
1) "The Long-Term Budget Outlook: 2024 to 2054," cbo.gov, March 2024.
2) "The Evolution (and Future) of Value-Based Care," advisory.com, July 5, 2024. 
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• President Trump promised not to cut Medicare & 
Social Security, leaving Medicaid at risk.

• Extracting savings may be difficult politically.

Medicaid at Risk
Potential Policy Actions

Legislation: 
• “Rationalize” ACA Match Rate
• Per Capita Caps
• Allow ACA DSH Cuts
• Enable Work Requirements

Administrative Action:
• Allow Waiver Flexibility
• Supplemental Payment Scrutiny
• DHS “Public Charge” Requirements

Source: "Total Monthly Medicaid & CHIP Enrollment and Pre-ACA Enrollment," kff.org, July 2024.18
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There appears to be little appetite to attempt 
another repeal of the ACA. 

Exchange Subsidies & 
Insurance Market “Reform” Potential Policy Actions

Legislation: 
• Extend enhanced exchange 

subsidies?

Administrative Action:
• Expand insurance options

19

Source: "Inflation Reduction Act Health Insurance Subsidies: What is Their Impact and What Would Happen if They Expire?", kff.org, July 26, 2024.
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MA plans will likely see a more favorable 
regulatory environment & continue to grow.

Medicare Advantage Benefits
Potential Policy Actions

Legislation: 
• Default enrollment option?
• Prior authorization reform

Administrative Action:
• Improve payment updates
• Revisit changes to 

star ratings
• Minimize coding scrutiny

20
Source: "Medicare Advantage Enrollees Account for a Rising Share of Inpatient Hospital Days," kff.org, July 23, 2024.

Medicare & Medicare Advantage Days as a Percentage of Total Inpatient Days 2015–2022
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• Legislative action is unlikely unless hospitals suffer a significant loss in court. 
• The administration is likely to reduce Part B payments for 340B drugs … again.

340B Legislation & Litigation
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H.R. 7635: 340B PATIENTS Act

SUSTAIN 340B Act

H.R. 8574: 340B ACCESS Act

Contract Pharmacy Laws Passed
KS, MD, MS, AR, LA, WV, MO, MN

AHA v. Becerra
Supreme Court of the U.S.

Novartis v. Carole Johnson
Court of Appeals for D.C. Circuit

Sanofi-Aventis U.S. v. HHS et al.
U.S. Court of Appeals for the Third Circuit

Contract Pharmacy Laws Upheld
AR, MD, LA

Contract Pharmacy Laws Challenged
LA, MS, WV, MN, MO, KS

Source: "States Pass 340B Contract Pharmacy, Nondiscrimination Legislation," essentialhospitals.org, May 21, 2024.
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Policies expanding site-neutral payments 
& encouraging care delivery in lower cost settings 
are likely.

Site-Neutral Payments
Potential Policy Actions

Legislation: 
• Repeal “Section 603” HOPD 

exemptions
• Site neutrality across HOPD, ASC, & 

MD office
• Off-campus HOPD billing identifier
• Funding to support rural/safety net 

hospitals

Administrative Action:
• Phase out inpatient only list
• Expand ASC covered 

procedure list

22

Source: "Lowering Health Costs for Seniors Framework," cassidy.senate.gov, November 1, 2024.
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Republicans view transparency as a core strategy 
for increasing competition & reducing costs.

More Price Transparency 
Enforcement

Potential Policy Actions
Legislation: 
• Codify requirements in statute
• Increase penalties & enforcement 

actions
• Expand applicable sites

Administrative Action:
• Aggressive enforcement

23
Source: "Not All Selected Hospitals Complied With the Hospital Price Transparency Rule," oig.hhs.gov, November 2024.

Hospitals Not in Compliance With Machine-Readable File Requirement
November 2024 OIG Report
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Money for Nothing
If Congress cancels the 
staffing requirements it 
“saves” $22 billion that 
can be applied to other 
policy priorities.

81% of nursing facilities nationwide must increase 
staffing levels. 

Nursing Home Staffing Ratios
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Sources:  
1) "CMS Finalizes Skilled-Nursing Facility Staffing Standards," calhospital.org, April 25, 2024.
2) "A Closer Look at the Final Nursing Facility Rule and Which Facilities Might Meet New Staffing Requirements," kff.org, May 21, 2024.

Total nursing staffing 
standard of 3.48 
hours per resident 
per day (HPRD)

RN required to be 
always on site

Nursing home care 
assessments would 
be revised

Implement & enforce 
standards, regardless of 
individual facilities’ 
patient case mix

Key Provisions of CMS Nursing Facility Staffing Ratio Final Rule
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President Trump’s economic plan calls for levying 
tariffs to encourage domestic manufacturing 
& offset tax cuts.

Supply Chain Meets Tariffs
Potential Policy Actions
• Levies of 10–20% on imported goods
• Levies of 60% on Chinese goods 
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Sources:  
1) "Fact Sheet: Impact of Tariffs on Health Care Equipment," aha.org, July 1, 2024.
2) "The Trump Agenda: Here’s What to Expect From His Second Term," politico.com, November 6, 2024.



© 2025 Forvis Mazars, LLP. All rights reserved.

While CMS extended some flexibilities in the CY 2025 final rules, legislation 
is required to ensure telehealth services are widely available. This is 
estimated to cost $4 billion.

Permanent Flexibility

• Audio only in qualifying 
circumstances

• Opioid treatment periodic 
assessment

Flexibility Through 2025

• Frequency limits for I/P, NF, & 
CCU consults

• Reporting practice address
• Services provided by FQHCs & 

RHCs
• Resident supervision
• Direct supervision

Congressional Action

• Originating site
• Geographic restrictions
• Outpatient therapy, diabetes self-

management, medical nutrition 
therapy

Telehealth

26
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CMMI under President Trump will create or expand models that provide a vehicle 
for health plans & other private sector entities to take risk on FFS patients.

Value-Based Care Post-Election?

Source: "Person-Centered Innovation – An Update on the Implementation of the CMS Innovation Center’s Strategy," cms.gov, November 2022.
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Physicians: Unsustainable Growth Rate 
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Updates to the Physician Fee Schedule 
haven’t kept pace with inflation …

Sources: 
1) "History of Medicare Conversion Factors,"  ama-assn.org, 2024.
2) "CPI Inflation Calculator," bls.gov, 2024.
3) "COVID-19’s Impact On Acquisitions of Physician Practices and Physician Employment 2019–2021," physiciansadvocacyinstitute.org, April 2022.

Contributing to the physician 
employment trend. 

Percentage of Physicians Employed: 2019 to 2022
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Congress will likely again address the conversion factor at the end of the year. 
A broader overhaul of the physician payments is anticipated in the near term.

Medicare Physician Payment Reform Likely
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Source: "Senate Finance Committee Tackles Medicare Physician Pay Reform," healthcaredive.com, May 20, 2024.
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Increasing Scrutiny of Medical Debt

30

Medical debt continues to 
generate headlines …

Sources: 
1) "In This Kansas Courtroom, the Hospital Dominates the Docket," wsj.com, May 26, 2024.
2) "CFPB Proposes to Ban Medical Bills From Credit Reports," consumerfinance.gov, June 11, 2024.

... the CFPB recently finalized a rule 
banning credit reporting. 
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The community benefit standards continue to receive bipartisan interest from both 
chambers of Congress.

Not-for-Profit Status Scrutinized

31

Sources: 
1) "Grassley, Colleagues to TIGTA and IRS – Nonprofit Hospital Tax Exemption," grassley.senate.gov, August 7, 2023.
2) "Warren, Grassley Pressure IRS To Crack Down on Nonprofit Hospitals Taking Advantage of Tax Code," warren.senate.gov, November 19, 2024.
 



Questions?



The information set forth in this presentation contains the analysis and conclusions of the author(s) based upon his/her/their research and analysis of 
industry information and legal authorities. Such analysis and conclusions should not be deemed opinions or conclusions by Forvis Mazars or the author(s) 
as to any individual situation as situations are fact-specific. The reader should perform their own analysis and form their own conclusions regarding any 
specific situation. Further, the author(s)’ conclusions may be revised without notice with or without changes in industry information and legal authorities.

Contact

Forvis Mazars
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Chad Mulvany
Director | Healthcare Consulting
Tel: 667.215.8389
M: 202.270.2143
chad.mulvany@us.forvismazars.com
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