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2026 Proposed Physician Fee Schedule Increases Payments

On July 14, 2025, the Centers for Medicare & Medicaid
Services (CMS) released its proposed Medicare
Physician Fee Schedule (MPFS) for calendar year (CY)
2026. In addition to the agency’s suggested increase to
physician payments, the proposed rule also announces a
new payment model and more telehealth flexibilities.*
According to CMS, the “proposed rule is one of several
proposed rules that reflect a broader Administration-wide
strategy to create a health care system that results in
better quality, efficiency, empowerment, and innovation
for all Medicare beneficiaries.”

The MPFS calculates payments according to Medicare’s
Resource Based Relative Value Scales (RBRVS) system,
which assigns relative value units (RVUSs) to individual
procedures based on the resources required to perform
each procedure. Under this system, each procedure in the
MPFS is assigned RVUs for three categories of
resources: (1) physician work (WRVUS); (2) practice
expense (PE RVUs); and, (3) malpractice expense (MP
RVUs). Once the procedure’s RVUs have been modified
for geographic variance, they are summed, and the total
is then multiplied by a conversion factor to convert the
number to a dollar amount.

The conversion factor is a fixed monetary amount that is
multiplied by the geographically-adjusted RVU to
determine the payment amount for a given service.® The
conversion factor is updated annually according to the
predetermined update schedule set forth in the Medicare
Access and CHIP Reauthorization Act (MACRA); while
this update was 0% from 2020 through 2025, Congress
occasionally overrode MACRA and mandated temporary
payment increases.* For 2026, MACRA mandates a
slight annual update for those clinicians who participate
in one of the two Quality Payment Program (QPP) tracks:
Advanced Alternative Payment Model (APM)
participants will receive a 0.75% increase; Merit-based
Incentive Payment System (MIPS) participants (and
other non-APM participants) will receive a 0.25%
increase.’

As required by MACRA, CMS proposes two separate
conversion factor increases — one for APM participants
and one for nonparticipants. The proposed MPFS
conversion factor of $33.59 for APM participants is a
3.83% increase from 2025, while the proposed
conversion factor of $33.42 for nonparticipants is a
3.62% increase.® These increases reflect:
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(1) The MACRA updates discussed above;

(2) A one-time 2.5% increase as stipulated in the
recently-passed tax bill; and

(3) A 0.55% adjustment to account for proposed

WRVU changes.”

If finalized as proposed, this will be the first year in the
past half-decade that CMS increases the conversion
factor.®

Based on the proposed rule’s chart of specialty impacts,
it appears that the “winners” of the proposed rule include
physicians specializing in allergy and immunology and
vascular surgery, while the “losers” include infectious
disease specialists and neurosurgeons.® Notably, the
payment impacts are widely different depending on the
site of service (e.g., in a physician office versus in a
hospital).

CMS also proposes the implementation of a -2.5%
“efficiency adjustment” to wRVUs for non-time-based
services, based on a five-year lookback of the Medicare
Economic Index (MEI) medical practice cost inflation.
This cut would affect approximately 9,000 codes, but
would not apply to evaluation and management services,
care management services, behavioral health services or
services on the Medicare Telehealth Services List.** The
calculation of how many wRVUs to attribute to a given
procedure was historically determined by the American
Medical Association’s (AMA’s) Relative Value Scale
Committee (RUC), based on physician surveys.*? While
CMS states that it “expects that moving away from
survey data would lead to more accurate valuation of
services over time and help address some of the
distortions that have occurred in the MPFS historically,”
many physician groups, including the AMA, have
lambasted the proposal, arguing that it may encourage
physicians to increase volume to make up for that lost
revenue.’® Over the years, the AMA has had a strong
hand in calculating the wRVUs, and has been criticized
over the methodology used and conflict of interest
concerns.**

In addition to payment rate changes, CMS proposes a
new five-year mandatory payment model for specialists.
The Ambulatory Specialty Model (ASM) would be a
two-sided risk model for specialty care provided to
beneficiaries with heart failure or lower back pain
starting in 2027.%° The goal of the model is “to improve
prevention and upstream management of chronic disease,
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[leading] to reductions in avoidable hospitalizations and
unnecessary procedures.”'® Similar to the MIPS Value
Pathways (MVP),'” participant performance will be
assessed for quality, cost, improvement activities, and
improving interoperability.*8

Other proposals CMS suggests for 2026 include:

(1)  Simplifying the process for adding codes to the
Medicare Telehealth Services List;

(2)  Cutting payments for skin substitutes,*® which
have increased 40-fold over the past five years
(costing CMS $10 billion in 2024);?°

(3) Limiting how long some Medicare Shared
Savings Program (MSSP) participants can stay
in one-sided risk arrangements; and

(4)  Increasing the minimum number of Medicare
beneficiaries that MSSP participants must cover
to 5,000.2

Healthcare stakeholders were cautiously pleased with the
MPFS proposed rule, largely due to the prospect of the
payment increase, although many called the increase
“underwhelming.”?> The American College of
Physicians (ACP) expressed cautious optimism,
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supporting the new wRVU adjustment.? The American
Academy of Family Physicians (AAFP) was similarly
“encouraged” by the provisions that aim to strengthen
primary care, such as the wRVU adjustment and the
increase to the conversion factor. However, the AAFP
expressed concern that the adjustments underlying the
conversion factor increase are temporary, providing
physicians no assurance that payment increases will
continue, or even keep up with rising costs and
inflation.?* The National Association of ACOs
(NAACOS) was also encouraged, but by CMS’s
“attention to wasteful and abusive billing practices” in
the proposed rule, including “new payment policies to
pay for skin substitutes.”? The president and CEO of
America’s Physician Groups welcomed the payment
increases, calling them “positive shifts, which we hope
bodes well in terms of making future changes to
compensate physicians fairly and preserve access to
health care for Medicare beneficiaries.””?

Stakeholders may submit comments related to the
proposed rule by September 12, 2025.
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in the State of Alabama.
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(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).

Janvi R. Shah, MBA, MSF, CVA, serves as Senior Financial Analyst of HCC. Mrs.
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