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Editor’s note

This note is produced by KPMG'’s Federal Healthcare Advisory Practice
and is intended to be short and succinct, less than 360 words, to provide a
digestible bite of news relevant to our clients and practices. Links are
provided to source material (proposed and final regulations, agency
guidance and press releases, reports, research, etc.) when available.

fﬁi Healthcare regulatory news

CMS released the Calendar Year (CY) 2026 Physician Fee Schedule
Proposed Rule (CMS-1832-P), marking the first increase in physician
payments in nearly 5 years with a conversion factor rise of approximately
3.8% for those participating in Advanced Alternative Payment Models. The
rule introduces efficiency adjustments along with a new mandatory model
to hold specialists accountable for managing conditions such as heart
failure and back pain. Stakeholders have praised the move to improve
payments for primary care physicians, but raised concerns about the
impact of reimbursement cuts for specialists.

CMS also released the CY 2026 Outpatient Prospective Payment System
Proposed Rule (CMS-1834-P), which includes a 2.4% increase in payment
rates and hospital price transparency provisions. While stakeholders
acknowledged efforts to update payment systems, some advocates have
called the payment increase insufficient amid financial pressures on rural
and underserved hospitals, particularly opposing site-neutral payment
expansions and the accelerated phase-out of the inpatient-only list.
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https://www.govinfo.gov/content/pkg/FR-2025-07-16/pdf/2025-13271.pdf
https://www.statnews.com/2025/07/16/medicare-physician-pay-rule-efficiency-cut-specialty-physicians-benefits-primary-care/?utm_campaign=dc_diagnosis&utm_medium=email&_hsenc=p2ANqtz-93rQTQsLv5bVlq91KV8jo5625qRUXwnvZ4jOqaWh-NrzS_rYlgAKWLj-G7WjIQiUf8-Ozu3Y5BO_MgR4aSy1oqh59qKw&_hsmi=371665330&utm_content=371665330&utm_source=hs_email
https://public-inspection.federalregister.gov/2025-13360.pdf
https://www.aha.org/news/headline/2025-07-15-cms-proposes-increasing-medicare-hospital-outpatient-department-payment-rates-24-cy-2026

A lawsuit against Blue Cross and Blue Shield of Kansas City alleges the
insurer denied over 350 medical diagnoses using Al-powered clinical
validation audits, resulting in over $2M in unpaid claims. AdventHealth
Shawnee Mission Medical Center alleges the insurer used undisclosed,
flawed criteria for its decisions, in violation of state and federal laws.

Connecticut Governor Ned Lamont signed legislation to petition HHS to
facilitate and authorize state production of more affordable generic versions
of GLP-1 medications like Ozempic and Wegovy. The initiative aims to
reduce state spending on such medications and includes provisions to pay
royalties to patent holders while collaborating with generic manufacturers.

An evaluation of the Pennsylvania Rural Health Model, designed to
improve financial stability for rural hospitals through global budget
payments, found mixed evidence of its success. The study found that
although the model provided some benefits, investments in rural hospitals
likely require broader, long-term focus beyond payment reforms alone.

The 2025 National Health Care Fraud Takedown resulted in criminal
charges against 324 defendants across 50 federal districts, involving over
$14.6B in alleged fraudulent Medicare and healthcare claims, marking the
largest healthcare fraud enforcement action in the nation’s history.
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https://storage.courtlistener.com/recap/gov.uscourts.mowd.184677/gov.uscourts.mowd.184677.1.0_1.pdf
https://custom.statenet.com/public/resources.cgi?id=ID:bill:CT2025000H7192&ciq=urn:user:PA6792530&client_md=6f64f770f4a4b92a76f8f1f83d94db19&mode=current_text
https://www.healthaffairs.org/doi/abs/10.1377/hlthaff.2024.01559?journalCode=hlthaff
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