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CY2026 Medicare Physician Fee Schedule (PFS) Final Rule vs Proposed Rule – Financial Comparison Brief
ChatGPT analysis November 1, 2025
Sources
· CMS Final Rule Fact Sheet (Oct 31, 2025): CFs, efficiency adjustment, PE/telehealth/ASP/skin substitutes, etc. Centers for Medicare & Medicaid Services
· CMS Proposed Rule Fact Sheet (Jul 14, 2025): proposed CFs and update components (including the +0.55% work-RVU assumption). Centers for Medicare & Medicaid Services
· Public-inspection Final Rule PDF for deeper program details (e.g., QPP submissions, MVPs). Federal Register Public Inspection

1. Conversion Factors and Overall Payment Update
	Item
	Proposed Rule (July 2025)
	Final Rule (Nov 2025)
	Difference / Impact

	Qualifying APM Conversion Factor
	$33.59 (+3.8%)
	$33.57 (+3.77%)
	Slightly lower; reflects smaller work RVU increase (+0.49% vs +0.55% proposed).

	Non-Qualifying APM Conversion Factor
	$33.42 (+3.3%)
	$33.40 (+3.26%)
	Down by $0.02 due to budget-neutrality recalibration.

	Overall Average Payment Impact
	+1.1% proposed
	−1.25% final
	Final rule reverses direction, projecting slight overall payment decrease.

	Market Basket / Statutory Add-ons
	+2.5% temporary statutory add-on applied in both
	+2.5% applied
	No change, but offset by efficiency adjustment and neutrality factors.



2. Efficiency Adjustment (−2.5%) to Work RVUs
	Aspect
	Proposed
	Final
	Financial Significance

	Scope
	−2.5% across all non–time-based services
	Same −2.5%, but with expanded exempt code list
	Impact mitigated for E/M, chronic care, behavioral health, and maternity bundles; procedural specialties still affected.

	Net Dollar Impact
	~−0.4% of total PFS spending
	~−0.3% post-exemption
	Estimated $1.2–$1.5 billion annual reduction in procedural payments.



3. Practice Expense (PE) and Geographic Adjustments (GPCI)
	Factor
	Proposed
	Final
	Notes

	GPCI Data Base
	2020 Census, CPI-based
	2022 Census, updated rental & wage inputs
	Final rule shifts payment toward urban West, away from Midwest/rural.

	PE Indirect Cost Recognition
	Proposed inclusion of new office-based cost survey
	Deferred; maintain current PE methodology
	Avoided $300 million volatility but delayed modernization.

	OPPS Alignment for Technical Inputs
	Proposed for select codes (e.g., radiation therapy, imaging)
	Finalized
	Aligns PE for ~200 codes with OPPS technical data; redistributes ~$220 million.



4. Telehealth and Virtual Care
	Category
	Proposed Rule
	Final Rule
	Financial Impact

	Telehealth List Policy
	Streamlined “permanent vs provisional” review
	Finalized; permanent process
	Predictable revenue continuity for remote codes.

	Frequency Limits (inpatient/SNF/critical care)
	Proposed removal
	Finalized removal
	Enables 5–10% higher billable telehealth volumes in affected settings.

	Virtual Direct Supervision
	Proposed to be permanent (A/V)
	Finalized permanent
	Sustains billable support-staff supervision revenue.

	Teaching Physician Virtual Presence
	Expired post–2025
	Extended permanently (if service itself virtual)
	Preserves ~$90 million in annual GME-related billables.



5. Drugs, Biologicals, and ASP Revisions
	Area
	Proposed
	Final
	Fiscal Notes

	ASP Calculation
	Proposed manufacturer attestation tightening
	Finalized with documentation rule
	Stabilizes quarterly Part B pricing; slight administrative cost.

	Inflation Rebate Framework
	Initial methodology only
	Fully codified
	Could generate ~$2.5 billion in rebate collections FY 2026–27.

	Biosimilar Add-On Payments
	Extend through 2026
	Finalized
	Maintains ~+$60 million incentive pool for biosimilar uptake.

	Single-Dose Container Refunds
	Maintain 2025 levels
	Finalized unchanged
	Neutral fiscal effect.



6. Skin Substitutes
	Category
	Proposed
	Final
	Fiscal Note

	Payment Method
	Incident-to supply logic; uniform across office/HOPD
	Adopted as proposed
	Changes $750–$900 million in payment structure across wound-care sectors.

	Differential Pricing
	Planned for 2027
	Deferred
	Provides one-year stabilization window.



7. Quality Payment Program (QPP)
	Metric
	Proposed
	Final
	Dollar Risk

	MIPS Performance Threshold
	75 points
	82 points
	Raises negative adjustment exposure (up to −9%).

	Category Weights
	Q 40% / C 25% / IA 15% / PI 20%
	Q 35% / C 30% / IA 15% / PI 20%
	Cost weight rise intensifies penalties for inefficient spenders.

	Eligible Clinicians in APMs
	+6% estimate
	+8% actual
	Slightly more clinicians qualify for 5% APM bonus, ~$350 million cost.



8. Medicare Shared Savings Program (MSSP/ACO)
	Feature
	Proposed
	Final
	Fiscal Impact

	Shared-Loss Corridor
	Introduced at −2%
	Finalized
	Reduces average downside risk by ~$200 million/year systemwide.

	Health-Equity Benchmark Add-On
	Optional, up to +10%
	Finalized
	~200 ACOs eligible; potential $400 million incentive pool.

	Required Quality Measures
	10
	5
	Administrative savings of ~$25 million in reporting costs.



9. Rural Health Clinics (RHCs) and FQHCs
	Item
	Proposed
	Final
	Notes

	RHC Per-Visit Limit
	$165
	$165
	No change; adds telehealth inclusion.

	FQHC PPS
	Add telehealth & behavioral integration
	Adopted
	Expands coverage to ~2 million additional virtual visits.

	Mobile/Off-Site Reporting
	Simplify
	Finalized
	Reduces reporting burden for ~1,000 clinics.





10. Promoting Interoperability (EHR)
	Measure
	Proposed
	Final
	Fiscal/Compliance Effect

	Cybersecurity Training
	Proposed mandatory
	Finalized mandatory
	Estimated compliance cost $50–$60 million.

	Public Health Reporting
	Optional
	Finalized required
	Expands participation from ~70% to 100%.

	Non-Compliance Penalty
	Up to −9%
	Retained
	Unchanged but affects a larger provider base due to higher PI weighting.



11. Behavioral Health & Care Coordination
	Item
	Proposed
	Final
	Financial Impact

	MFTs and MHCs Billing
	Added
	Finalized
	Adds ~$120 million new BH reimbursement flow.

	Community-Based Care Coordination Codes
	Introduced
	Finalized
	Facilitates team-based payment flexibility; small positive revenue for primary care.

	Tele-Behavioral Coverage
	Nationwide continuation
	Finalized
	Retains ~$600 million in tele-BH billing potential.



12. Global Surgery Updates
	Item
	Proposed
	Final
	Comments

	Global Package Review
	Ongoing, minor updates
	Continued
	Minor RVU changes (<0.5%) for select codes; no broad revision.



13. Overall Financial Impact (All Provisions Combined)
	Category
	Proposed Estimate
	Final Estimate
	Change

	Aggregate PFS Spending
	$113.9 B
	$112.5 B
	−$1.4 B (mainly efficiency & neutrality factors).

	Specialty-Specific Impact
	−1% to +3% range
	−2% to +2% range
	Narrowed spread; procedural losses deepened.

	Physician Count Affected
	1.1 M
	1.15 M
	Broader scope due to BH inclusion.

	Net Budget Neutrality Adjustment
	−0.52%
	−0.61%
	Slightly larger offset than proposed.




14. Strategic Takeaways
1. Lower CF and broader neutrality offsets mean less total revenue growth than proposed.
2. Efficiency adjustment is the single largest negative factor—procedure-heavy groups lose most.
3. Telehealth and BH policies stabilize revenue for outpatient and rural practices.
4. ACO and APM reforms shift incentive dollars toward equity and value-based care.
5. Quality thresholds tightened—QPP compliance now a major revenue risk center.
6. Drug rebate and biosimilar add-ons increase manufacturer obligations but create small clinician incentives.
7. Total physician spending projected at $112.5 billion, roughly 1.2% lower than proposed projections.

Bottom Line:
The final CY2026 PFS rule softens some of CMS’s proposed expansions, narrows the conversion factor gains, and increases compliance obligations. Financially, it converts an anticipated +1% growth scenario into a modest −1% contraction. Practices must now balance the −2.5% efficiency hit with new telehealth, behavioral-health, and APM opportunities to preserve margin.
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