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2% Medicare sequester cut moratorium set to end 
December 2021

SOURCE Healthcare Finance, Calif ornia Medical Association
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Background
• On April 15, President Joe Biden signed HR 1868 to pause 2% Medicare sequestration payment cuts to 

physicians through the end of 2021

• The moratorium will be offset by extending the sequester one more year into 2031

Hospitals, physicians, and 

other providers originally 

protested the 2% cuts during 

the COVID-19 pandemic

The bill also required that the 

payment rate for RHC’s be 

capped at $100 per visit

Providers reacted positively to 

the moratorium extension

Key stances

“The Senate and House, Democrats and Republicans, have overwhelmingly acknowledged that cutting Medicare 

payments during a pandemic is ill-conceived policy”
– Dr. Susan R. Bailey, president of American Medical Association

“This sounds to me, potentially, like we’re heading towards a cliff.”

-Dr. Tim Henry, MSCAI, president, Society for Cardiovascular Angiography and Interventions
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Medicare spending could see $36 billion cut by 
January 2022 from Statutory PAYGO

SOURCE AHA, AMA, House Committee on the Budget
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What is the PAYGO Act?

• PAYGO is a rule stating that new legislation cannot increase the federal deficit or reduce the surplus

• If proposed legislation does change the budget deficit/surplus, it must be offset by reduced spending 

elsewhere or increased revenues 

• Any legislation since February 2010 that affects direct spending/revenues is subject to Statutory PAYGO

What is sequestration and what is 

affected?

• The OMB calculates a “uniform percentage” 

that applies equally to all affected programs 

to produce the savings necessary to make 

up any deficit increases/surplus losses

• Most Medicare payments are subject to this 

sequestration but cannot be cut by > 4%

How will Medicare be affected this year? 

• In April 2021, President Biden signed a bill 

that extended the 2% Medicare 

sequestration moratorium until Dec. 31

• In January of 2022, a 4% Medicare 

sequestration will take effect, as required by 

PAYGO to offset the costs of the ARPA

Impact of COVID-19

• In-person visits to doctor’s offices have plummeted 

due to COVID-19

• According to an AMA survey, physicians saw an 

average revenue drop of 32% last year 

Hospitals would see huge payment cuts

• If the moratorium is not extended through next 

year, fee-for-service Medicare could see a $4.7 

billion cut in hospitals and health systems in 2022

• The CBO estimates that a Statutory PAYGO 

sequester due to ARPA would result in a $36 

billion cut to Medicare spending 

• Medicare fee-for-service hospital payments are 

usually about a quarter of all Medicare spending
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CMS changes to physician fee schedule could produce 
over 9% cuts to Medicare physician payments

SOURCE Policy  and Medicine, AMA, AAFP, ACP, Fierce Health Care
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Evaluation and Management Code 

Updates effective January 1, 2021

• Changes made to reduce administrative burden 

on physicians 
• Revises the Medical Decision Making (MDM) 

table to increase focus on the cognitive work 

related to diagnosing, treating, or other forms of 
care for the patient 

• Revises the definition of “time” used for coding to 
include in-person or not in-person time spent 

personally by the provider of care for the patient

• Physicians billing for Medicare will not have to 
use patient history or physical exams for E/M 

coding
• Physicians can use time or MDM to determine the 

appropriate billing code 

In July, CMS released the 2022 

Medicare Physician Fee Schedule

• The new fee schedule reflects the expiration of 
the 2021 3.75% payment increase

• Last year, Congress put $3 billion toward the 
PFS to reach the 3.75% increase, but this 

funding runs out at the end of 2021

• Conversion factor is reduced to $33.58 in 2022 
from $34.89 in 2021

• The 3.75% reduction combined with the 2% 
annual sequester that was delayed last year and 

the 4% statutory cut due to ARPA could result in 

over 9% cuts to Medicare payments to 
physicians 

Numerous medical associations have urged Congress to prevent the 

cuts to Medicare physician payments, citing increased costs of care 
during the COVID-19 pandemic and already limited staff resources
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House members are urging the CMS to not finalize 
cuts to critical services

SOURCE JD Supra, CMS

What is PFS?

• Physician Fee Schedule (PFS) is the complete list of fees used by Medicare to pay doctors or 

other providers

CMS Proposed cuts to clinical labor

• Currently, pay increases in the PFS are offset by payment reductions of equal amounts in other 

areas

• New clinical labor data would result in cuts of 15-23% in reimbursement rates for certain 

radiation oncology, kidney failure, uterine fibroid, cardiology and more

House members are concerned that this provision will undermine initiatives in 

President Biden’s FY 2022 budget 

Cuts could conflict 

with HHS’s efforts to 

promote health equity

Lower rates could lead to 

closure of independent 

physician practices

Lower reimbursement rates 

could lead to an increase in 

hospitalizations for non-

COVID-19 related diseases
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