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Centers for Medicare & Medicaid Services, HHS § 412.162 

meet or exceed in order to earn points 
under the Hospital VBP Program, and 
are calculated with respect to a meas-
ure for a fiscal year no later than 60 
days prior to the start of the perform-
ance period for that measure for that 
fiscal year. The performance standards 
for a measure may be updated as fol-
lows: 

(1) To make a single correction to 
correct a calculation error, data issue, 
or other problem that would signifi-
cantly change the performance stand-
ards; or 

(2) To incorporate nonsubstantive 
technical updates made to the measure 
between the time that CMS first dis-
plays the performance standards for 
that measure for a fiscal year and the 
time that CMS calculates hospital per-
formance on that measure at the con-
clusion of the performance period for 
that measure for a fiscal year. 

Total Performance Score means the nu-
meric score ranging from 0 to 100 
awarded to each hospital based on its 
performance under the Hospital VBP 
Program with respect to a fiscal year. 

Value-based incentive payment adjust-
ment factor is the number that will be 
multiplied by the base operating DRG 
payment amount for each discharge 
from a hospital, during a fiscal year, in 
order to adjust the hospital’s payment 
as a result of its performance under the 
Hospital VBP Program. 

Value-based incentive payment percent-
age means the percentage of the base 
operating DRG payment amount for 
each discharge that a hospital has 
earned with respect to a fiscal year, 
based on its Total Performance Score 
for that fiscal year. 

Wage-adjusted DRG operating payment 
is the applicable average standardized 
amount adjusted for— 

(1) Resource utilization by the appli-
cable MS-DRG relative weight; 

(2) Differences in geographic costs by 
the applicable area wage index (and by 
the applicable cost-of-living adjust-
ment for hospitals located in Alaska 
and Hawaii); and 

(3) Any applicable payment adjust-
ment for transfers under § 412.4(f). 

[77 FR 53674, Aug. 31, 2012, as amended at 78 
FR 50967, Aug. 19, 2013; 79 FR 50354, Aug. 22, 
2014] 

§ 412.161 Applicability of the Hospital 
Value-Based Purchasing (VBP) Pro-
gram 

The Hospital VBP Program applies to 
hospitals, as that term is defined in 
§ 412.160. 

[79 FR 50355, Aug. 22, 2014] 

§ 412.162 Process for reducing the base 
operating DRG payment amount 
and applying the value-based incen-
tive payment amount adjustment 
under the Hospital Value-Based 
Purchasing (VBP) Program. 

(a) General. If a hospital meets or ex-
ceeds the performance standards that 
apply to the Hospital VBP Program for 
a fiscal year, CMS will make value- 
based incentive payments to the hos-
pital under the requirements and con-
ditions specified in this section. 

(b) Value-based incentive payment 
amount. (1) Available amount. The value- 
based incentive payment amount for a 
discharge is the portion of the payment 
amount that is attributable to the Hos-
pital VBP Program. The total amount 
available for value based incentive pay-
ments to all hospitals for a fiscal year 
is equal to the total amount of base-op-
erating DRG payment reductions for 
that fiscal year, as estimated by the 
Secretary. 

(2) Calculation of the value-based in-
centive payment amount. The value- 
based incentive payment amount is 
calculated by multiplying the base op-
erating DRG payment amount by the 
value-based incentive payment per-
centage. 

(3) Calculation of the value-based in-
centive payment percentage. The value- 
based incentive payment percentage is 
calculated as the product of: the appli-
cable percent as defined in § 412.160, the 
hospital’s Total Performance Score di-
vided by 100, and the exchange function 
slope. 

(c) Methodology to calculate the value- 
based incentive payment adjustment fac-
tor. The value-based incentive payment 
adjustment factor for each discharge is 
determined by subtracting the applica-
ble percent as specified in § 412.160 from 
the value-based incentive payment per-
centage and then adding that dif-
ference to one. 
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