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Overview of CMS’s Hospital 

Price Transparency Rule
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Section 2718(e) Public Health Services Act, enacted as part of the 
Affordable Care Act required:

• Hospitals establish, update and make public a list of standard charges for 
the items and services provided.

• FY2015 IPPS Final Rule CMS reminded hospitals of Section 2718.

✓ Discretion continued in allowing hospitals to determine manner by which 
information was made public.

• While cognizant of the limitations of the chargemaster, the FY2019 IPPS 
Final Rule implemented the following provisions effective January 1, 
2019:

✓ Required hospital publish list of current standard charges via the internet, in a 
machine-readable format and to update at least annually, or more often as 
appropriate.

Background
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On June 24, 2019, the President signed an Executive Order on 

Improving Price and Quality Transparency in American Healthcare 

to Put Patients First stating:

• It is the policy of the Federal Government to increase the availability 

of meaningful price and quality information for patients.

• Directs HHS to propose regulation requiring hospitals to publicly post 

standard charge information.

• Information is critical to enabling patients to become active

consumers so that they can lead the drive towards value.

CMS’s Newly Defined Patient Transparency
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On November 15, 2019, CMS issued a supplement to the CY2020 

OPPS Final Rule containing specific policies for making prices of 

items/services provided by hospitals transparent for patients:

• “So that patients can be more informed about what they may pay for 

hospital items or services”.

• Further advanced CMS’s commitment for every Hospital in United 

States.

• Effective date January 1, 2021.

Hospital Price Transparency Rule
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CMS stated the following was the impetus to 
the final rule:

• Healthcare affordability and spending 
projected to be almost 20% of the economy 
by 2027.

• Health economists/ expert’s predictions that 
cost containment cannot occur without 
widespread and sustained transparency in 
provider prices.

• Price transparency critical to enabling 
patients to become active consumers, 
driving towards value.

✓ Economic theory shows transparency leads 
to lower and more uniform prices;

✓ Consumers pressure providers to lower 
prices/provide quality care.

Goals
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CMS stated the following themes were present in the comments to 
the proposed rule:

• Individual consumers generally praised proposal, while recognizing 
disclosure falls short of full price/cost transparency.

• Hospitals overwhelmingly expressed strong concerns, asserting the 
rule does not directly or materially serve the stated interest.

✓ Does not permit consumer to obtain out of pocket estimate;

✓ Insurers, not payers, should be primary source of information.

✓ Cost, to which CMS estimated is 150 hours first year, 46 hours a year 
thereafter.

Comments
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Hospital Requirements
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1) Definition of hospital.

2) Definition of five types of “standard charges”.

3) Definition of hospital “items and services”.

4) Federally owned/operated facilities meet requirements.

5) Making public a machine-readable file with five charges.

6) Shoppable services.

7) Monitoring hospital noncompliance.

8) Actions to address noncompliance to include CAP and CMP.

9) Appeals.

Nine Major Provisions
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CMS defines “hospital” as:

• Institution licensed and/or approved as a hospital according to 
applicable state requirements.

✓ Includes CAH’s, IPF’s, SCH’s and IRF’s.

• Includes each of the states, District of Columbia, Puerto Rico, the 
Virgin Islands, Guam, American Samoa and the Northern Mariana 
Islands.

• All Medicare-enrolled institutions licensed as hospitals as well as 
non-Medicare enrolled institutions that are licensed as a hospital.

• Federally owned or operated hospitals are deemed in compliance 
with the requirements.

1) Hospital Defined
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Standard Charges have been greatly expanded, now defined as:

1. Gross charge = The charge for an individual item or service that is 
reflected on the hospital’s chargemaster, absent discounts.

2. Discounted cash price = The charge that applies to an individual who 
pays cash, or cash equivalent, for a hospital item or service.

3. Payer-specific negotiated charge = The charge a hospital has 
negotiated with a third-party payer for an item or service.

4. De-identified minimum negotiated charge = The lowest charge a 
hospital has negotiated with all third-party payers for an item or service.

5. De-identified maximum negotiated charge = The highest charge a 
hospital has negotiated with all third-party payers for an item or service.

2) Five Standard Charges
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Minimum and maximum replicate payer negotiated rates:

• CMS asserted they provide a benchmark for determining the value of 
a hospital item or service, which is beneficial to employers, payers 
and patients.

“For a consumer with insurance who is obligated to pay a percentage of the negotiated 
charge, knowing the maximum would be more helpful and informative than not having 
any reference point at all and would relieve consumers of the fear and uncertainty due to 
the lack of knowledge.”

• CMS commented patients gain a “sense of their healthcare cost”.

CMS appeared to anticipate challenges, allowing certain portions to 
be severable in the event of suit.

• If CMS contemplated the payer-specific component could be 
eliminated, was the minimum and maximum deidentified rate 
incorporated as a stop gap measure.

De-identified Minimum and Maximum 
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3) Items and Services Included
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Legal Entity:

• Physicians and non-physician practitioners employed by the hospital.

• CMS considered including physician and non-physician practitioners who are non-
employed by the hospital but provide service at the hospital location.

✓ Beneficial to consumers, providing a more complete picture of total charges for a hospital visit.

✓ Because unemployed practitioners establish their own charges for services, CMS said they are not under the 
scope of Section 2718 (e) of the PHS act as they were not services “provided by the hospital”.

Employment:

• Question regarding faculty housed in a business entity affiliated with hospital, but not 
necessarily employed by the hospital.

• CMS said “the employment relationship of physicians and non-physician practitioners 
represent complicated legal organization structures.  Given such variation and 
complexity, we believe it is important to preserve flexibility for hospitals to identify 
employed physicians or non-physician practitioners under their organizational structure.”

Professional Services
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Guidance does not apply to federally owned/operated facilities:

• IHS, VA and DOD MTF’s.

• Facilities do not provide services to general public.

• Established payment rates for services are not subject to negotiation.

4) Federally Owned/Operated Facilities
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Comprehensive Machine-Readable 

File:

• Contains all 5 standard charge 

types.

• Utilized by employers, providers 

and tool developers to develop 

consumer-friendly price 

transparency tool or integrate into 

EMR for SDM at POC.

5) Reporting Format
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Consumer-Friendly Shoppable 

Services:

• List of standard charges for a limited 

set of “shoppable” services.

✓ 70 CMS-specified and 230 hospital-

specified

• Allow consumers to directly make 

apples-to-apples comparisons on 

shoppable hospital services across 

settings.



Each hospital location operating under a single hospital license that 

has a different set of standard charges must separately report the 

charges for that location.

Required data elements:

• Description of each item or service.

• All 5 standard charges that apply to each item or service when 

provided in a hospital inpatient or outpatient department setting.

• Any code used by hospital for purposes of accounting/billing for item 

or service.  For example:
✓ HCPCS codes

✓ DRG

✓ Other common payer identifier

Additional Reporting Requirements
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Format

• Single digital machine-readable format file.

• Examples include; XML, JSON and CSV.

Location & Accessibility

• Displayed prominently and clearly identify hospital location on a publicly 
available website using CMS specified naming convention 
(<.ein>_<hospital-name>_standardcharges).

• Data is easily accessible, without barriers, free of charge and does not 
require user to establish account/password to submit PHI.

Updates

• Updated at least annually and clearly indicate date of last update.

Making Data Public
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Consumer-Friendly Pricing

• 300 shoppable services in total.

• 70 CMS-specified shoppable 

services plus:

• 230 hospital-selected shoppable 

services.

➢ If hospital does not provide one of the 

70 CMS-specified services, hospital 

must indicate it is not offered and 

select additional selected services to 

total 300.

6) Shoppable Services
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Each shoppable service must contain:

• Plain language description of the service and primary HCPCS/DRG 
used by hospital.

• Group with the ancillary services customarily provided in conjunction 
with shoppable service.

• Identify location provided, to include inpatient setting, outpatient setting 
or both.

Shoppable Services Report Format
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Medicare Shoppable Service Example
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Shoppable Service
Primary Service and Ancillary

Services

CPT/ HCPCS

Code
[Standard Charge for Plan X]

Colonoscopy

Primary Diagnostic Procedure 45378 $

7

5

0

Anesthesia (Medication Only) [Code(s)] $

1

2

2

Physician Services
Not provided by hospital (may be billed separately) 

Not provided by hospital (may be billed separately)Pathology/Interpretation of Results

Facility Fee [Cod

e(s)]

$50

0



CMS deems a hospital as having met the shoppable services 
requirements if it maintains an internet-based price estimator tool 
that meets the following requirements:

• Provides estimates for as many of the 70 shoppable and additional 
hospital selected shoppable services, for a combined total of at least 
300 services;

• Enables consumers to obtain an estimate of the amount they will pay;

• Prominently displayed on hospital’s website, accessible without charge 
and without registering/establishing user account.

Alternative to Format Example
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In compliance with Section 2718(e) of the Public Health Service 
Act, CMS will review/audit hospitals websites:

• Provide warning notice of hospital specific violations.

• CMS will issue a CAP if non-compliance constitutes a material 
violation of one or more requirements.

✓ Must specify corrective actions or processes hospital will take to address 
deficiency identified by CMS, along with timeframe.

• CAP is subject to review and approval by CMS.

• Hospital must specify elements including, but not limited to, 
corrective actions and processes hospital will take to address 
deficiency, along with a timeline.

7) CMS Enforcement
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CMS finalized the following provisions to impose CMP’s:

• If hospital fails to respond to CAP, CMS may impose civil 

monetary penalty on hospital not to exceed $300 per day.

• Failure to respond or comply with CAP, will impose the 

CMP along with penalty of a maximum $300 per day.

• CMP must be paid within 60 days.

8) Action to Address Non-Compliance
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Hospital may appeal CMP:

• Hospital must pay the penalty 
prior to appeal.

• Appeal must be submitted 
within 30 days of the issuance 
of the CMP or CMS may 
impose additional penalties.

• CMS will indicate appeal on it’s 
posting of the CMP’s.

• Reviewed by ALJ.

9) Appeals
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Price Transparency & 2021 

IPPS Final Rule
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Prepare Yourself!
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Proposed rule incorporated price disclosure requirements:

• Utilizing existing requirements under the Hospital Price Transparency 

Rule to eliminate the reliance on chargemaster effecting rate setting.

• Require median prices for Medicare Advantage (“MA”) and other 

third-party payers, by DRG, on cost reports beginning after January 

1, 2021.

• Publish aggregated data in de-identified manner in HCRIS dataset.

• Utilize medians to base calculation of relative weights for DRG’s.

FY 2021 IPPS Proposed Rule
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The final rule incorporated the price disclosure requirements from 

the proposed rule, with some exceptions:

• Effective for cost reports on or after January 1, 2021, report the 

median payer specific negotiated charge hospital has negotiated with 

all its Medicare Advantage (“MA”) organizations, by MS-DRG.

✓ Eliminated requirement to publish median payer specific negotiated charge 

for third-party payers.

✓ Not finalizing median payer specific “reimbursed” charge for either MA 

plans or third-party payers.

• Market-based MS-DRG relative weight methodology will incorporate 

market-based rate information beginning FY 2024.

FY 2021 IPPS Final Rule
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Components of the final rule:

• MA organizations are defined as a public or private entity organized 
and licensed by a State as a risk bearing entity (with the exception of 
provider-sponsored organizations receiving waivers) that is certified 
by CMS as meeting the MA contract requirements.

• Report median on a per-inpatient-stay basis in lieu of charge data:

✓ If a payer is responsible for a larger portion of the hospital’s stay for a 
DRG, payment rate with that payer would weigh more heavily in the 
calculation of the median. CMS example:

➢ Four negotiated rates for DRG 123.  Usage as follows; $7,300 – 3, $7,400 – 2, 
$7,600 – 1, $7,700 – 1.

➢ The median of 7,300, 7,300, 7,300, 7,400, 7,400, 7,600 and 7,700 is $7,400.

Requirements
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Talking points regarding final rule:

• Reduce reliance on CDM. CMS reports “hospital gross charges for 

some payments in rate setting has served as the most significant 

barrier to hospitals’ efforts to rebase their chargemasters“.

• MA plans targeted due to inconsistency with third-party payment 

rates.

• Due to requirements in the Hospital Price Transparency Rule, CMS 

calculated an average of 20 hours per hospital to supply the median 

charge per DRG.

Take-Aways
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CMS stated as follows relative to enforcement of the requirements:

“Sections 1815(a) and 1833(e) of the Act state that no Medicare payments 

will be made to a provider unless it has furnished information requested by 

the Secretary to determine payment amounts due under the Medicare 

program. Sections 1815(a) and 1833(e) of the Act pertain to CMS's 

authority to collect information on the Medicare cost report. If a Medicare

provider does not furnish payment information on the cost report, then 

potentially no Medicare payments will be provided.”

Enforcement
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Potential Obstacles and 

Challenges
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Challenges made to the Final Rule:

• AHA, AAMA, Federation of American Hospitals, National 
Association of Children’s Hospitals and four individual hospitals.

✓ Suit challenged statutory provisions, specifically requiring hospitals 
publish negotiated rates with non-governmental payers and 
administrative burdens.

✓ Also emphasized that the 5 charges do not enable patients to 
understand copayment obligations.

• June 23, 2020 US District Court for the District of Columbia 
upheld CMS’s policy.

• Group is appealing, but don’t anticipate ruling prior to January 1, 
2021.

Legal Arguments

36



Obstacles exist in achieving transparency:

• Charges do not equate to patient liability and multiple charges often 

exist for each discrete patient service.

• Patient perception of charge equaling cost may lead patients to make 

ill informed decisions.

✓ Provides advantage to hospitals that develop platforms to engage patients 

and/or provide out-of-pocket calculators.

• Patients may opt not to get necessary care.

• Uncertainty regarding treatment options.

Obstacles In Publishing Patient Charges
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Evaluating your facilities pricing methodology:

• Charges have little impact on overall reimbursement aside from 

outliers, stop-loss provisions and/or contract exceptions.

• Supply, device and drug prices often have no relationship to actual cost 

if “marked up” annually.

✓ Consistent evaluation must be maintained to ensure cost/charge ratio is 

reasonable.

• Many facilities transitioning from “strategic” pricing to an emphasis on 

transparent & competitive prices

✓ Evaluating how to lower charges with market and/or patient coinsurance 

sensitivity.

• “Best Practice” is to maintain a structured, detailed and documented 

pricing methodology.

Defensible Charge Methodology
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CDM Impact – Time to Add the Charge!

CDM

Clinical & 
Quality 
Systems

Decision 
Support

Pharmacy

Inventory 
ManagementBilling

Financial 
Reporting

Charge
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Framework to Adhere to 

Current Guidance
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Develop a multi-disciplinary price transparency task force:

• Comprised of leaders throughout the revenue cycle, legal, IT, 

compliance and managed care/contracting.

• Ensure stakeholders, including the Board, understand the final rule.

• Determine which departments/areas will be responsible for collating 

the information.

• Evaluate if patient estimator tool is utilized and will meet the 

guidance set forth by CMS.

• Develop timeline and check points along the way, to include schedule 

for yearly updates.

Create a Centralized Committee
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Develop a formal project plan and conduct a comprehensive review 

of “standard charges”:

• Build grid for payer-specific rates.

• Determine minimum and maximum negotiated rates

• Analyze discounted cash prices.

• Evaluate claims to determine if the hospital provides the 70 

shoppable services and the compliment of additional common 

“scheduled” services, for a total of 300.

• Once 300 shoppable services are finalized, drill into detail to produce 

primary and ancillary services that accompany each service.

Project Plan
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Evaluate internal and external resource requirements:

• Are external resources required to complete the reports and/or 

evaluate market within time period outlined by CMS:

✓ On average, CMS estimated 150 hours to compile reports per hospital.

• Does the facility have and/or what to purchase price-estimation tool?

✓ Must be free for all patients, prominently displayed and accessible without 

account/password.

✓ Does it contain all 300 shoppable services and if not, what will it take to 

update?

Resource Requirements
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Incorporate into project plan a review and/or revision on the “patient 

friendly” protocols/policies:

• Is chargemaster description available in layman’s terms?

• How does a patient determine patient liability?

• Who should a patient contact for more information?

• Do we provide in languages other than English?

• How do we incorporate quality indicators?

Refine Pricing Strategy
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Revisit pricing strategy to discern:

• Conduct a review and compare charges to “market” or like specialty 

hospital.

• Benchmark charges to national, state or regional medians.

• Ensure all charges are at, or above, applicable OPPS or fee 

schedules.

✓ Evaluate CDM lines above a certain threshold above PPS rates.

Pricing Considerations
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Ensure a formal process is in place to proactively monitor the CDM:

• CDM lines with the same CPT/HCPCS codes and different charges.

• Inconsistencies and/or inappropriate leveling of charges for related 

services:

✓ Services w/without contrast

✓ E&M levels

✓ Time based services

✓ Add on CPT codes

Reevaluate CDM Maintenance?
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New pricing considerations apparent throughout the market:

• Simplified markups for drugs and implants.

• Lower charges without impact to third party payer reimbursement.

• Eliminate and bundle supply charges into procedures.

Key Word – Defensible Pricing Strategy
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Facilitate hospital’s ability to defend the following:

• Charging philosophy

• Charging policies

• Charging procedures and/or mechanics

• Detailed prices

Develop Patient Charging Policy:

• Developed from the Board of Directors down.

• Defines rationale utilized in development of chargemaster charges.

• Discuss relationship to hospital’s mission.

• Includes parameters utilized, i.e., cost, market, to establish charges.

Best Practice Charge Methodology
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Evaluate website architecture:

• Where to incorporate on hospitals 

website.

• Multiple hospital considerations.

• Determine if two files will be 

contained in separate locations.

Publish File!
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Partner with IT & Marketing:

• Patient friendly communication.

• Timing requirements for upload to 

meet CMS 1/1/2021 and future 

updates.



Questions?
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Vonda Moon, MS, Senior Principal

– 717-676-6133

– vondamoon@sunstoneconsulting.com

Kristie Bailey, MPA, COC, Senior Manager

– 717-332-7686

– kristiebailey@sunstoneconsulting.com

Presenter Contact Information

www.sunstoneconsulting.com
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THANK YOU &

HAVE A GREAT DAY!
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