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Overview of Typical MPFS-Processes
Typical Annual Process
Every year, CMS updates the Medicare Physician Fee schedule.
• Each year, there are minor changes that are favorable and unfavorable.
• Organizations update billing systems with the new physician fee schedule.
• Periodically, CMS’s changes have significant impact on the way RVUs are counted and have a
disproportional impact to reimbursement and any financial transaction using RVUs.
Why This Year Is Different
The calendar year 2021 MPFS final rule (adopted December 1, 2020) represents a significant change
• The 2021 MPFS results in a RVU increase for Evaluation and Management (E/M) codes
• The effect of this change increases RVUs in some specialties and reduces in RVUs for others.
• To make these changes revenue-neutral for the federal government, the reimbursement per RVU
that Medicare provides for all RVUs was reduced from $36.09 to $34.89.
• A further reduction is expected January 1, 2022.
| 3

FOR DISCUSSION PURPOSES
2682.008\610289(pptx)-E2 8-9-21

3

What are RVUs and how do the 2021 MPFS changes impact
reimbursement?
In the mid-1980’s, the concept of the RVU was developed for CMS as part of the Resource-Based Relative Value Scale (RBRVS) as
an objective measure of physician work and a way to standardize the physician reimbursement for clinical services.
Medicare Reimbursement for Physician Services

Work RVUs
Measures a provider time
and effort, and complexity

Practice Expense RVUs
Measures the amount of
resources

Total
RVUs1

Conversion Factor
Amount $ paid per TRVU

Physician
Reimbursement

Malpractice RVUs
Measures the risk involved
in providing a service

1

2020 MPFS changes have
increased TRVUs primarily
through increases in RVU
values of E&M codes

CMS lowered the conversion
factor to neutralize, in
aggregate, the increase in
reimbursement

To account for variations in living and business costs across country, each of three components is multiplied by a factor known as GPCI.
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Aggregate Cost
Neutrality
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2021 MPFS Change Impact By Selected Specialties
Variances in WRVU and Estimated Medicare Reimbursement
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Notes: Figures may not be exact due to rounding.
Trending data for same providers’ data only.
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MPFS Impact by Payer Category
MPFS Impact on Reimbursement
• Changes to MPFS have impact on reimbursement from
the conventional Medicare program (not MA)
• Medicare, while a significant payer, is only a portion of
reimbursement
• Other payers (commercial and other governmental)
may or may not be impacted by MPFS changes
MPFS Impact on Compensation
• MPFS impacts provider compensation in any plan tied
to RVUs
• WRVUs increase in E&M-centric specialties
• WRVUs may decrease in other specialties

• The typical result is significant higher compensation
(due to increases in WRVUs) without commensurate
increases in revenue
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CMS Medicare Physician Fee Schedule
(MPFS) Update: Proposed 2022 MPFS Update
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CMS MPFS Updates: August 2021
Proposed 2022 Physician Fee Schedule Rules
$33.85 CY 2022 MPFS
Conversion Factor (CF) (down
$1.31, or a 3.75% reduction from
CY 2021)

1

• This reflects budget neutrality adjustments.
• Reduction largely a result of the expiration of a 3.75% bump for CY 2021 from the Consolidated
Appropriations Act.
• The CF decline is not as steep as it would have been given CY 2021 final rule.

Increased Growth in Stature of
Advanced Practice Providers

• CMS has proposed adjusting the definition of split (or shared) E&M visits to include services
provided by advanced practice providers in the same group.1
• Additionally, CMS for the first time has proposed authorizing physician assistants to bill Medicare
directly for services provided under Part B.

Other Key Takeaways

• Extension of coverage through CY 2023 for services that were temporarily added to Medicare’s
telehealth services list during the pandemic
• Announced timeline to sunset traditional MIPS by end of 2027
• Update to underlying clinical labor cost data that may disproportionately positively impact certain
specialties with greater-than-average share of labor costs

Limited to institutional (facility) settings, office-based services are subject to “incident to” rules.
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Key Takeaways from CMS 2022 MPFS Proposed Updates
• The 2% sequestration will go into effect, as well as current PAYGO rules that would reduce this 4%
further, if they are not waived. We are seeing a proposed conversion factor of $33.6319
• CMS does not feel that it has the statutory authority to continue to allow office visits via
telehealth to be performed in areas all over the country, not just in underserved areas. When
PHE ends, so will payment for real-time, audio-visual office visit codes.
• The current administration has proposed that it will engage in an ongoing review of payment for
E&M visit code sets, which may cause potential adjustments to the previous administration’s
changes.
• Moreover, with the proposed changes to split/shared billing of E&M services, this administration
has made a strong statement in increasing the value of the services and independence of
advance practice providers.
• However, based on the disposition of the CMS 2022 MPFS proposed rule suggests that this
administration will continue with the intent of the changes detailed in the CMS 2021 MPFS
decreasing reimbursements to more-costly services and rewarding office-based visits and
upstream services.
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What Organizations Are Doing
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60% of surveyed organizations have committed to, or have already
have, align provider compensation plans by January 1st, 2023
MPFS Alignment Status - As of Sept. 2021
N=33

39%

27%
18%

15%

Undefined

Alignment Year
Discussed

Specific Go-Live Date
Selected

Although all survey respondents have had
internal discussions regarding MPFS
alignment, the rise in new COVID
infection rates has caused a slow down
across the industry in implementing MPFS
alignment changes to their compensation
arrangement.
However, 27% of all respondents have
already migrated to MPFS alignment,
while 33% have either designed an
alignment year or specific go-live date for
MPFS alignment by 2023.

Moved to 2021 MPFS
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Most Common Short-Term and Intermediate-Term Strategies
Delay Transition

(Immediate 2020 & 2021)

Maintain the existing
compensation structure

No Change
• No implementation required
• Net-neutral compensation
expense
• Requires detailed
communication with providers
regarding long-term direction
• Not a long-term solution

Adopt MPFS Changes
(Next Phase 2021 or 2022)

Adjust compensation
rates and thresholds

Option 1: Historic
Compensation
• Can provide a near-net-neutral
compensation expense solution.

Option 2: “Expected ” Market
Compensation
• Adjustments are made to
recognize:

• May require additional specialtyspecific considerations.

• Anticipated specialty-level
changes in reimbursement

• Has the potential to add
additional adjustments for
specialties with an E&M focus
(i.e., primary care).

• Changes in hard-to-recruit
specialties
• Aligns compensation with market
norms.
• May subject the organization to
survey volatility.
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Future Rate Adjustments: Internal Medicine Examples

Option 1: Historic Compensation
Compensation Year

Current
(e.g., 2021)

Future
(e.g., 2022)

Median Compensation

Option 2: Expected Market Compensation1
Compensation Year
Median Compensation

Current
(e.g., 2021)

Future
(e.g., 2022)

$261,000

$261,000

$261,000

$269,000

WRVUs

4,809

5,776

WRVUs

4,809

5,776

Implied Compensation
per WRVU

$54.27

$45.19

Implied Compensation
per WRVU

$54.27

$46.57

1 Assumes an 3% market increase based on expected specialty-specific
revenue impact calculations.
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ECG Physician and APP Compensation Surveys: Benchmark Availability
Benchmark Availability

Benchmark Description

2021 Physician and APP Compensation,
Production, and Benefits Benchmarks
(no adjustment for 2021 CMS RVUs or
COVID-19 impact)

• 73,000 providers in 171 physician specialties (119 adult and 52 pediatric physician
subspecialties)

Supplemental 2021 Benchmarks

2021 CMS PFS RVUs

• 28 types of APPs, including 23 adult and 5 pediatric APP types
• Compensation, production (RVUs, net professional collections, and panel size),
compensation rates, and benefits by specialty; RVUs calculated by applying the
2020 CMS PFS to provider-level 2020 CPT production data.
• Supplemental benchmarks for RVU and compensation-to-RVU ratios were
calculated by applying 2021 CMS RVUs to provider CPT-level 2020 production data.
COVID-19 Impact
• Supplemental benchmarks were available based on the impact of COVID-19.
• Compensation, Production, and production-adjusted compensation benchmarks
were available based on the degree of ambulatory professional claims decline due
to COVID-19 (i.e., less than 10% more than 10%).
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ECG Survey: Market Benchmark Use
Common Questions

Suggested Survey Utilization

How would I compare my organization’s
COVID-19 impact to the market?

• Utilizing the 2021 ECG survey results can provide a comparison to the
market.
• Impact findings should be tempered with the consideration that
markets impacts were highly variable based on operational changes
and the variability of COVID-19 prevalence within each distinct
marketplace.

How should the benchmarks and survey be
considered for both retrospective and
prospective FMV assessments?

• Retrospective FMV Assessment: ECG suggests utilizing the 2020 ECG
survey data (based on 2019 data).

How should rates be set when there is a need to
adjust for 2021 MPFS impacts?

• ECG suggests utilizing either a historical compensation or economicbased market expectation approach but would suggest tailored
approaches that consider organizational financials and expense
factors.

• Prospective FMV Assessment: ECG suggests utilizing the 2020 ECG
survey data with a lag, but WRVU adjustments can also be made on
client data for best apples-to-apples comparison.
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Sample Implementation Schedule
CY 2021
Component

Q4 FY 2021

Q1 FY 2022

MPFS for Billing
MPFS for Compensation
Compensation Plan
Fee Schedule Shadow Period

•

Q3 FY 2022

Q4 FY 2022

Q1 FY 2023

2022

2020

2021

2022

Current plan or
hybrid bridge

FY 2022 plan (based on 2021 MPFS–adjusted rates)

FY 2023

n/a

Shadow compensation using the 2020 MPFS

TBD

Rate changes are integrated into the broader episode of
compensation changes, reducing the isolated impact of the
fee schedule.
Year one guardrails provide immediate insulation from the
impact for providers.
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Q2 FY 2022

2021

Advantages
•

CY 2022

Constraints
•
•

Inconsistent and uninformed adjustment period
Timeline for implementation has become compressed and the
need to select methodologies and begin planning has become
more immediate
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Case Study: CHRISTUS Health
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What did CHRISTUS Trinity Clinic do in response to the 2021 PFS
Changes?

Engaged a 3rd party
firm to model
impacts to
reimbursement
(October, 2020)

Evaluated wRVU
changes to service
line compensation
(November, 2020)

Paused on
implementing the
2021 PFS
(December, 2020)

Communicated
with clinicians the
intent to evaluate
all compensation
plans in light of the
CMS changes
(January, 2021)
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Committed to an
increase in the
Primary Care
Conversion Factors
mid-2021 (Late
January, 2021)

Engaged HAI to
evaluate
compensation
impacts at the
individual level and
propose new
compensation
models

Recommunicated
with clinicians
current process
and timelines
(August, 2021)

(In Process)
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