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The Key Issues in Physician Payment (i.e., what Jay said)

== The system pays for inputs, rather than output (but maybe this is not

bad necessarily a bad thing) 2 RVU does not equal the health gained from a
service

(Q) There are mis-valued codes / many RVUs do not reflect the inputs accurately

determining RVUs + new tech/procedures and budget neutrality - leads to

The heavy weight on inputs like time, skill, complexity + the process of
Lef undervaluing/underinvestment in primary care
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MedPAC Recommendations on Fee Schedule Reforms

» Update PFS payment rates by a measure of inflation below full Medicare Economic Index’
* MEI minus 1 percentage point
> Improve accuracy of relative valuations (RVUs) by collecting timely data that reflect current costs of
care’
* Accurately size indirect practice expenses
* Update 2006 cost share data currently used to calculate aggregate allocation of RVUs
* Revalue post-operative global surgical codes

> Establish add-on payments for services delivered to low-income Medicare beneficiaries?

* Establish safety-net add-on payments under PFS for services delivered to low-income Medicare
beneficiaries?

* Enact non-budget neutral add-on payments: 15% for PCP and 5% for non-PCP#

1. Medicare Payment Advisory Commission. “Chapter 1: Reforming physician fee schedule updates and improving the accuracy of relative payment rates.” In June 2025 Report to the Congress: Medicare and the Health Care
Delivery System June 12, 2025. MedPAC.
2. Medicare Payment Advisory Commission. “Chapter 4: Physician and other health professional services.” In March 2025 Report to the Congress: Medicare Payment Policy, March 13, 2025. MedPAC.
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MedPAC Comments Propose Changes to CMS Proposal

CMS Proposed Physician Fee Service Payment®

* Impose two conversion factors for qualifying vs. non-qualifying alternative payment model participants
* (Calculate efficiency adjustment to re-evaluate payment rates
* Update practice expense (PE) methodology to recognize technical service costs

Former MedPAC Leaders Commented With The Following to CMS ©

MedPAC-aligned shift: CMS now acknowledges survey bias/low response rates; prioritizes
objective empirical data for valuation going forward

Mis-valuation touches >9,000 PFS codes, motivating application of efficiency adjustment

yﬁ Coding modernization: CMS is urged to explore bundled payments for primary care,
leverage CMMI demonstrations to channel improvements in payment and coding

5. Centers for Medicare & Medicaid Services, 2025, Calendar Year (CY) 2026 Medicare Physician Fee Schedule (PFS) Proposed Rule (CMS-1832-P) | CMS.
6. Letter to Dr. Mehmet Oz from former Medicare Payment Advisory Commission, September 8, 2025.
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https://www.cms.gov/newsroom/fact-sheets/calendar-year-cy-2026-medicare-physician-fee-schedule-pfs-proposed-rule-cms-1832-p
https://www.cms.gov/newsroom/fact-sheets/calendar-year-cy-2026-medicare-physician-fee-schedule-pfs-proposed-rule-cms-1832-p
https://www.cms.gov/newsroom/fact-sheets/calendar-year-cy-2026-medicare-physician-fee-schedule-pfs-proposed-rule-cms-1832-p
https://www.cms.gov/newsroom/fact-sheets/calendar-year-cy-2026-medicare-physician-fee-schedule-pfs-proposed-rule-cms-1832-p
https://www.cms.gov/newsroom/fact-sheets/calendar-year-cy-2026-medicare-physician-fee-schedule-pfs-proposed-rule-cms-1832-p

Former MedPAC Leader Comment Letter to CMS
d <

All of us are former Chairs or Vice Chairs of the Medicare Payment Advisory Commission
(MedPAC ), who served during the 2006-2025 period, when MedFAC, in many of its reports to
Congress, discussed shortcomings in the process used to refine and update the Medicare
physician fee schedule. Former MedFAC leaders rarely, if ever, have come together to submit a
commaon comment letter on a proposed Medicare rule. However, we consider the “efficiency
adjustment” approach CMS adopted in the proposed Physician Fee Schedule rule to be of

sufficient importance that we do 0 now to provide support.

Vice Chair, 2019-2012 Given these flaws in prior estimates of work that have been applied to over 9,000 fee schedule
Francis J. Crosson. M.D. codes, CMS proposes adopting an "efficiency adjustment” to apply to non-time-based codes to
Chair, 2016-2020 begin the process of reevaluating the work relying much more on empirical data. We endorse
Jon Christianson, Ph.D. CMS's view that applying the efficiency adjustment to non-time-based services broadly, rather
Vioe Chair:X114-2014 than tarpeted only to demonstrably overvalued work estimates, *may help to improve the overall
Paul B. Ginsburg, Ph.D. accuracy of our valuation of these services under the PFS."
Vice Chair, 2019-2022
Glenn Hackbarth, J.D_, MPP Even more important, the Fact Sheet from CMS goes on to state, "We are alzo proposing that,
chair, 2001-2015 going forward, CMS may give preference to empinc studies of time to incorporate into senice
ﬂf;:lcsﬁgrag;;:zgﬁw PhD. valuation, compared to low-response rate survey data, and solicit comment on the types of

‘ empinc data that CMS should consider. CMS expects that moving away from survey data would
Eﬁﬂghg-ifg{‘fuﬂgﬁphﬂ lead to more accurate valuation of services over time and help address some of the distortions , ,
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Congressional Committee Proposals

Pay for PCPs Act of 2024’

m Establishes new technical advisory committee (TAC) to
modernize RVU determinations

* Composed of 13 members with experience in primary care or family
medicine

* Duties include design new valuation methods, advise on RVU-
centric research, identify opportunities for coding changes, and
assess vulnerabilities in the new approach

Establishes hybrid primary care payments within the PFS
comprised of
*  Per-member-per-month payments

* Fee-for-service payments
* Cuts beneficiary cost-sharing by 50%

€&—— Sshifts valuation toward empirical data via RUC-
independent input (but does not eliminate RUC’s role)

Penn Medicine

118111 CONGRESS
2D SESSION S. 4338

To provide for the establishment of hybrid primary care payments under
the Medicare program, and for other purposes.

IN THE SENATE OF THE UNITED STATES

May 15, 2024
Mr. WHITEHOUSE (for himself and Mr. Cassipy) introduced the following hill;
which was read twice and referred to the Committee on Finance

A BILL

To provide for the establishment of hybrid primary care
payments under the Medicare program, and for other
purposes.

1 Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the “Pay PCPs Aet of

[ T S U

20247,

U.S. Congress. Senate. Pay PCPs Act of 2024. S. 4338,
Introduced May 15, 2024. Congress.gov.
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Our Current Work On The Value-Based Fee Schedule
Examines Differences in Care Practice Patterns

> Question: How do physician groups that fully internalize the cost of care practice
differently than FFS?

> Data: National MA plan (2015-2019), 6.8M member-years within risk and FFS (2.8M
two-sided risk)

> Methods: 100% claims/encounters billing data, IPW to balance risk and FFS
populations, Bayesian shrinkage for low-frequency services

> Application: Simulated modifications to MPFS to show directional fee-schedule
changes that would incentivize value-based use

* Adjusted payment rate based on risk and FFS use difference
* Made budget-neutral adjustment
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Comparing Service Utilization Between Risk-based And
Non-risk Cohorts

* Among the 1,273 services we 200% 1 Morein iskcohort | 0.60
analyzed, 62% of services had lower T
utilization in risk contracts and 38% | . ***] R
had higher utilization. £ g

§ 100% A - 0.30 fg
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Clinical Categories Accounting for Service Differences

Between the Risk and Non-Risk

More in Risk Cohort

Cohorts (weighted by service price)

Skin
Radiation Oncology | Procedures

Other Increases Vascular

Office Visit Evaluation and

Management (E&M) General Laboratory

Less in Risk Cohort

Ambulance
Eye Procedures

Physical, Occupational,

Other Decreases and Speech Therapy | Home E&M

Musculo- Imaging- | proce

skeletal —— X-ray dures

Procedures E&M
Anesth-
Other Organ i
Procedures esia

Imaging - T Gastro-
BINg Anatomic intestinal

Ultrasound | Pathology | Ambulance | Procedures

Nononcologic
Injections/
Infusions

Emergency
Department E&M

Musculo-
Nursing skeletal | cardio-
Facility E&M Procedures | graphy

Inpatient E&M

General Office Visit
Laboratory E&M

Muclear | Manip-
Imaging | ulation
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Relative Utilization Levels Between Risk and Non-Risk
Cohorts

Risk versus non-risk DME
utilization differences Treatment
by RBCS category Anesthesia
Other

Imaging

Procedure

E &M

Test

50% -A0% -30% -20% -10% 0% 10% 20% 30%

Utilization Difference (Percentage)
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Relative Utilization Levels Between Risk and Non-Risk
Cohorts by Testing Services

Example of Miscellaneous
E?hcategnr]r L Cardiography
discordance within

Pulmonary
TEST category

Meurologic
Molecular Testing
Anatomic Pathology

General Laboratory

50% -40% -30% -20% -10% 0% 10% 20% 30%

Utilization Difference (Percentage)
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Relative Utilization Levels Between Risk And Non-risk
Cohorts By Testing Services

Example of Resp. Flow Volume (94375)
service Blood Oxygen Level (94762)
discordance Plethysmography PFT (94728)
within Diffuse Capacity {94729)

PULMOMARY  Pulmonary Stress Test (94518)
subcategory Wheezing Evaluation (94060)
Gas-based PFT (94727)

Breathing Capacdty (24010)

50% -40% -30% -20% -10% 0% 10% 20% 30%

Utilization Difference (Percentage)
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Key Takeaways

1, MPFS links costs to inputs, which are hard to measure and neither reflect
¥ health outcomes nor value.

Ef MPFS requires foundational structural reforms.

Empirical evidence and experience suggest input costs often diverge

| from value.

ﬂ Build a mechanism to incorporate value alongside inputs.
« TAC guidance should shape a new value-informed rate-setting approach
» Differentiate APM vs. non-APM payment levels
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Thank youl!
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Simulated Estimates for Alternative Medicare Fee Schedule and Effects on Reimbursement Across Different
Clinical Specialties

Emergency Medicine
Hospitalist

Cardiology
Non-physician Specialties
Pulmonary Disease
Ophthalmology
Orthopedic Surgery
Neurology

Hematology Oncology
General Surgery
Gastroenterology
Anesthesiology

General Practice

Other Surgery

Diagnostic Radiology
Psychiatry

Other Non-surgical Specialties
Laboratory Pathology
Dermatology

OB-GYN

-20% -10% 0% 10% 20% 30%

Reimbursement Difference (Percentage)
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