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During its January 2025 meeting, the Medicare Payment 

Advisory Commission (MedPAC) reviewed and 

endorsed recommendations for Medicare payment 

reform and updates.1 Among other decisions, the 

commission recommended revisions to the annual 

Medicare Physician Fee Schedule (MPFS) update 

methodology and increased pay rates to hospitals under 

the Inpatient Prospective Payment System (IPPS). This 

Health Capital Topics article reviews MedPAC’s 

recommendations, responses from industry stakeholders, 

and the likelihood that the commission’s 

recommendations will be enacted by Congress. 

MedPAC is an independent congressional agency that 

advises Congress on issues affecting the Medicare 

program, such as “payments to private health plans 

participating in Medicare and providers in Medicare’s 

traditional fee-for-service program, [as well as] access to 

care, quality of care, and other issues affecting 

Medicare.”2 Additionally, MedPAC is required by law to 

annually assess the adequacy of Medicare payments for 

various healthcare delivery sectors and make payment 

update recommendations.3 In making that assessment, 

the commission analyzes factors such as patient access to 

care, provider access to capital, quality of care, Medicare 

payments, and provider costs.4   

On January 16, 2025, MedPAC met to assess “payment 

adequacy and updating payments” for physician and 

other health professional services.5 In providing context 

to the landscape of physician reimbursement, the 

presentation to the commission noted several statistics, 

including that: 

 Payment rates for evaluation and management 

visits increased in 2021, requiring offsetting 

decreases to the conversion factor to maintain 

budget neutrality; 

 Spending per Medicare fee-for-service (FFS) 

beneficiary increased 4.2% in 2023; 

 Median physician compensation grew 3% in 2023; 

 Median advanced practice provider (APP) 

compensation grew 6% in 2023; and 

 The Medicare Economic Index (MEI) peaked at 

4.4% in 2022, but is expected to decrease to 2.3% 

by 2026.6 

 

 

In consideration of the above, two recommendations 

were proposed to and approved by the commission. The 

first recommendation was to replace the current FFS 

updates required by law with a single update to the MEI, 

minus 1%; this would result in a projected 1.3% increase 

to physician payments in 2026.7 The MEI was developed 

in 1975 by the Centers for Medicare & Medicaid Services 

(CMS) to measure annual changes in physicians’ 

operating costs and earnings levels, and is currently a 

significant (but not the only) factor in determining the 

annual payment update for the MPFS.8 Similar, 

bipartisan legislation was proposed in 2024 to tie future 

MPFS updates directly to the MEI, but did not progress 

in Congress for a myriad of political reasons.9 The second 

recommendation was to enact MedPAC’s prior proposal 

to implement a clinician safety net, which would increase 

average MPFS payments by 1.7%.10 MedPAC 

recommended in 2023 that add-on payments should be 

established for all MPFS services rendered to low-

income beneficiaries. Specifically, MedPAC 

recommended that primary care physicians receive a 

15% boost for services rendered to those beneficiaries, 

and all other clinicians receive a 5% boost.11 If both 

recommendations are ultimately enacted, MedPAC 

predicts that average MPFS payments would increase by 

approximately 3% – primary care clinicians’ pay would 

increase 5.7%, while all other clinicians’ pay would 

increase 2.5%.12 This would increase government 

spending $2 to $5 billion in the first year, and $10 to $25 

billion over five years.13 

During its January 2025 meeting, MedPAC also voted to 

recommend an increase in hospital payments (both 

inpatient and outpatient) for 2026. Specifically, the 

commission voted in favor of the recommendation to 

increase the inpatient and outpatient base payment rates 

for general acute care hospitals by an additional 1%.14 

The commission also approved re-recommending that 

existing payments to safety-net hospitals be redistributed 

and that $4 billion be added to that fund.15 First proposed 

in 2023, the so-called Medicare Safety-Net Index would 

direct more funds to hospitals serving more FFS 

Medicare patients; as a result, those hospitals serving 

fewer FFS Medicare patients may experience a decrease 

in funding.16 The result of this recommendation would 

increase spending $5 to $10 billion in the first year, and 

$25 to $50 billion over five years.17 
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The recommendations approved by MedPAC 

commissioners will become part of MedPAC’s June 

2025 report to Congress; as noted above, while MedPAC 

is required to make recommendations to Congress, 

Congress is not required to follow those 

recommendations, i.e., draft and pass legislation.  

 Stakeholders quickly responded to MedPAC’s report, 

with the general consensus that MedPAC’s suggested 

physician payment methodology and hospital payment 

updates did not go far enough. The American Medical 

Association (AMA) commended MedPAC for the 

recommendation to tie Medicare physician updates to an 

inflation-based index, i.e., the MEI, and expressed its 

hope that Congress “heed[s] MedPAC’s analysis 

concluding that Medicare payment to physician practices 

under current law is inadequate and downright 

threatening to patient access to care.”18 The American 

Hospital Association (AHA) expressed appreciation for 

the proposed 1% increase to hospital payment rates, but 

asserted that “even after the recommended payment 
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Janvi R. Shah, MBA, MSF, CVA, serves as Senior Financial Analyst of HCC. Mrs. 
Shah holds a M.S. in Finance from Washington University Saint Louis and the 
Certified Valuation Analyst (CVA) designation from NACVA. She develops fair market 
value and commercial reasonableness opinions related to healthcare enterprises, assets, 
and services. In addition she prepares, reviews and analyzes forecasted and pro forma 
financial statements to determine the most probable future net economic benefit related 
to healthcare enterprises, assets, and services and applies utilization demand and 
reimbursement trends to project professional medical revenue streams and ancillary 
services and technical component (ASTC) revenue streams.

Jessica L. Bailey-Wheaton, Esq., is Senior Vice President and General Counsel of  
HCC. Her work focuses on the areas of Certificate of Need (CON) preparation and 
consulting, as well as project management and consulting services related to the impact 
of both federal and state regulations on healthcare transactions. In that role, Ms. Bailey-
Wheaton provides research services necessary to support certified opinions of value 
related to the Fair Market Value and Commercial Reasonableness of transactions related 
to healthcare enterprises, assets, and services.

Additionally, Ms. Bailey-Wheaton heads HCC’s CON and regulatory consulting service 
line. In this role, she prepares CON applications, including providing services such 
as: health planning; researching, developing, documenting, and reporting the market 
utilization demand and “need” for the proposed services in the subject market service 
area(s); researching and assisting legal counsel in meeting regulatory requirements 
relating to licensing and CON application development; and, providing any requested 
support services required in litigation challenging rules or decisions promulgated by 
a state agency. Ms. Bailey-Wheaton has also been engaged by both state government 

agencies and CON applicants to conduct an independent review of one or more CON applications and provide 
opinions on a variety of areas related to healthcare planning. She has been certified as an expert in healthcare planning 
in the State of Alabama.

Ms. Bailey-Wheaton is the co-author of numerous peer-reviewed and industry articles in publications such as: The 
Health Lawyer (American Bar Association); Physician Leadership Journal (American Association for Physician 
Leadership); The Journal of Vascular Surgery; St. Louis Metropolitan Medicine; Chicago Medicine; The Value 
Examiner (NACVA); and QuickRead (NACVA). She has previously presented before the American Bar Association 
(ABA), the American Health Law Association (AHLA), the National Association of Certified Valuators & Analysts 
(NACVA), the National Society of Certified Healthcare Business Consultants (NSCHBC), and the American 
College of Surgeons (ACS).
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Todd A. Zigrang, MBA, MHA, FACHE, CVA, ASA, ABV, is the President of  
HEALTH CAPITAL CONSULTANTS (HCC), where he focuses on the areas of 
valuation and financial analysis for hospitals, physician practices, and other healthcare 
enterprises. Mr. Zigrang has over 30 years of experience providing valuation, financial, 
transaction and strategic advisory services nationwide in over 2,500 transactions and 
joint ventures.  Mr. Zigrang is also considered an expert in the field of healthcare 
compensation for physicians, executives and other professionals.

Mr. Zigrang is the co-author of “The Adviser’s Guide to Healthcare - 2nd Edition” 
[AICPA - 2015], numerous chapters in legal treatises and anthologies, and peer-reviewed 
and industry articles such as: The Guide to Valuing Physician Compensation and 
Healthcare Service Arrangements (BVR/AHLA); The Accountant’s Business Manual 
(AICPA); Valuing Professional Practices and Licenses (Aspen Publishers); Valuation 
Strategies; Business Appraisal Practice; and, NACVA QuickRead. Additionally, Mr. 
Zigrang has served as faculty before professional and trade associations such as the 
American Society of Appraisers (ASA); the National Association of Certified Valuators 

and Analysts (NACVA); the American Health Lawyers Association (AHLA); the American Bar Association (ABA); 
the Association of International Certified Professional Accountants (AICPA); the Physician Hospitals of America 
(PHA); the Institute of Business Appraisers (IBA); the Healthcare Financial Management Association (HFMA); and, 
the CPA Leadership Institute. He also serves on the Editorial Board of The Value Examiner and QuickRead, both of 
which are published by NACVA.

Mr. Zigrang holds a Master of Science in Health Administration (MHA) and a Master of Business Administration 
(MBA) from the University of Missouri at Columbia. He is a Fellow of the American College of Healthcare 
Executives (FACHE) and holds the Certified Valuation Analyst (CVA) designation from NACVA. Mr. Zigrang also 
holds the Accredited in Business Valuation (ABV) designation from AICPA, and the Accredited Senior Appraiser 
(ASA) designation from the American Society of Appraisers, where he has served as President of the St. Louis 
Chapter. He is also a member of the America Association of Provider Compensation Professionals (AAPCP), AHLA, 
AICPA, NACVA, NSCHBC, and, the Society of OMS Administrators (SOMSA).
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