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Introduction/Agenda
 Changes in payment/reimbursement under MACRA
 The Merit-Based Incentive Payment System.
• New model of fee-for-service payment starting 2019.
• Payments vary based on quality and resource use.

 Alternative Payment Models (APMs)

 Potential legal/compliance issues and challenges posed by
the new models
 What health care providers and their counsel need to do to
be ready for the new system
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Migration of FFS to Payment based on Quality
and Value
CMS Payment Model Framework – 2015 and MACRA
Category 1
Fee for Service –
No Link to Quality
• 100% volume

Category 2
Fee for Service
Link to Quality
• Linkage to quality
and/or efficiency

2016

Category 3
Alternative Payment
Models using FFS
Architecture
• Track 1 MSSP ACO

Category 4
Population-based
Payment
• At risk Pioneer ACO
and others
• “Advanced APMs”

2018

30%
50%
85%

All Medicare FFS

90%

All Medicare FFS
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Basic Payment Model Framework Under MACRA

MeritBased
Incentive
Program
(MIPS)

Alternative
Payment
Models
(APM)

2019

2020

2021

Adjusts Medicare FFS
reimbursement based on
performance score linked to:
• Quality
• Resource use
• Clinical practice improvement
• EHR meaningful use

+-4%*

+-5%*

+-7%*

New payment approaches that
incentivize quality and value, such
as:
• CMMI Innovation models
• MSSP ACO (Track 2 & 3)
• Demonstration programs

Most advanced APMs:
• Not subject to MIPS
• 5% lump sum bonus payments
(2019-2024)
• Higher fee schedule update 2026
and beyond

Source: Medicare Access and CHIP Reauthorization Act of 2015, Path to Value (CMS)

2022 +
beyond

+-9%*

* Possible 3x
upward
adjustment BUT
unlikely
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MACRA
 Medicare Access and CHIP Reauthorization Act of 2015
 Pub. L. 114-10 (Apr. 16, 2015)

 Legislation repealing Sustainable Growth Rate formula –
future increases linked to performance.
 Builds on existing Medicare programs to pull quality into
heart of Part B professional reimbursement.
 Major effort to align Medicare and private payer
relationships.
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Major Implications
 Affects most payments for physicians and certain other
individuals obtaining professional fees under Medicare Part
B.
 Fee-for-service payments will be adjusted on grounds of
quality, resource use, meaningful use, and Clinical Practice
Improvement Activities.

 Proposed use of 2017 data to adjust 2019 payments.
 Highest performers can earn significant bonuses.
 New risks of payment penalties under FFS system.
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Major Implications (cont'd)
 Providers paid professional fees under Part B must choose
one of two new payment models:
• Merit-Based Incentive Payment System (MIPS)
• Alternative Payment Models (APMs)

 New provider reporting / claims requirements:
• CMS proposes all providers will report value-based metrics,
regardless of payment model.
• Special rules for “non patient-facing” providers.

11

Fee-For-Service
 Reimbursement = RVUs of a CPT code x Units of CPT Code
 Two similarly situated physicians performing same service
paid at same professional rate
• Efficiency major driver of differences in physician revenue

 Predictable methodology for employers / contracts
• Already eroding in post-ACA environment
• MACRA commits to quality-based variations in reimbursement
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Payment Models Under MACRA
 Merit-Based Incentive Payment System (MIPS)
• Modified fee-for-service
• 4% of reimbursement may be adjusted up or down based on
“composite score”; rises steadily to 9% by 2022.

 Alternative Payment Model (APM)
• Participants receive lump sum payment based on 5% of prior year’s
reimbursements
• Must participate in risk-sharing
• Can qualify based on all-payer standards

 Physician-Focused Payment Model (PFPM)
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MACRA Builds on Existing Models
 Merit-Based Incentive Payment System
• Physician Quality Reporting System
• Value-based Modifier
• EHR Meaningful use

 Alternative Payment Models (and MIPS in certain cases)
• Medicare Shared Savings Program ACOs
• CMMI Models
• Other Medicare demonstrations
• Private pay value-based models (e.g., Blue Cross AQC)
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“Pick Your Pace” Transitional Proposal

Option 4:
Option 1: Option 2: Option 3:
Submit
“some
data”
Avoid
payment
reduction

Participate
for “part of”
calendar
year
Opportunity
for small
payment
incentive

Participate
in MIPS by
submitting
full year’s
data

Source: https://blog.cms.gov/2016/09/08/qualitypaymentprogram-pickyourpace/

Participate
in an
Advanced
APM in
2017
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Impact of MIPS vs. APMs

Source: Brookings Institution, “How the Money Flows Under MACRA,” https://www.brookings.edu/research/how-the-money-flows-under-macra/
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MIPS Bonuses and Penalties
 Yearly budget-neutral adjustments
• Potential upside and downside increase each year.

 Bonus payments for “exceptional” performers in first five
years (up to an additional 10%)
• Not subject to budget neutrality
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MIPS Scoring
 Every eligible professional (EP) assigned a composite score
based on:
• Quality
• Resource Use
• “Advancing Care Information” / Use of EHR
• Clinical Practice Improvement Activities

 Quality initially dominates share of composite score, but
resource use increases.
 Special reporting and scoring rules for certain providers.
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Quality Component
 Largest component – initially 50% of score
 Basic standards:
• Must report six measures;
• At least one “high-priority”
 Additional credit for reporting measures in this category.
• At least one “cross-cutting”

 Special rules for:
• Group practices (at least two EPs billing through a TIN)
• Non patient-facing providers
• Participants in CMS-run Alternative Payment Models
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Quality Scoring Methodology
 EPs scored relative to performance of similarly situated EPs
• Every quality metric receives score of 1-10 based on
performance vs. measure-specific benchmarks.
• Bonuses for high-priority measures.

 “Topping out” rules disincentivize reporting of measures
with consistently high achievement.
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Quality metrics
 Quality metrics:
• Core Measure Workgroup – all-payer metrics
• Third-party Qualified Clinical Data Registries

 Measure development prioritization
• Annual measure development process subject to notice & comment
• Historically more primary-care focused

 CMS has created specialty measure sets.
• Specialists still required to report cross-cutting measures.
• What is best measure for your specialty?
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Non Patient-Facing Rules
 Eligible clinicians considered “non patient-facing” if:
• 25 or fewer “patient-facing encounters” per year.
• Patient-facing encounters include general office visits,
outpatient visits, surgical procedures;
• Telehealth visits are “patient-facing.”

 Non patient-facing quality reporting:
• Specialty measure sets (even if less than 6 measures)
• No requirement to report cross-cutting measure
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Group Practice Reporting
 “Group practice” for reporting purposes:
• TIN;
• Reassignment by at least two eligible clinicians.

 ECs may report through group practice:
• Composite score assigned to all physicians in group

• Payment adjustments to be calculated on TIN/NPI basis;
• If group practice option elected, must be used for all
components.

23

Resource Use - Calculation
 CMS to develop methodology to evaluate the resources used to
treat patients attributed by:
• Patient relationship groups;

• Care episode groups;
• Patient condition groups.

 CMS proposes to evaluate resource use of attributed
patients using:
• Total Medicare Part A & B costs;
• Medicare Spending Per Beneficiary;
• Care Episode Groups developed by CMS.
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Resource Use - Categories
 Classification codes to be reported on claims:

 Care episode groups
• “the patient's clinical problems at the time items and
services are furnished during an episode of care, such as
the clinical conditions or diagnoses, whether or not
inpatient hospitalization occurs, and the principal
procedures or services furnished”

 Patient condition groups
• “the patient's clinical history at the time of a medical
visit, such as the patient's combination of chronic
conditions, current health status, and recent significant
history (such as hospitalization and major surgery during
a previous period, such as 3 months)”
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Care Episode Groups
 Analyze claims data experience of patients stratified by
groups over a common period
• If hospitalization, a period of time before, during, and
after hospitalization;
• If no hospitalization, over a period of time determined by
HHS

 CMS proposes specialty-specific “acute” and
“chronic” proposals.
• CMS proposals lean heavily toward hospital-based
care.
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Resource Use - Attribution
 Concurrent attribution system:
• “Patient relationship categories and codes that define and distinguish the
relationship and responsibility of a physician . . . with a patient at the time
of furnishing an item or service.”

 Statutory examples:
• considers themself to have the primary responsibility for the general and
ongoing care for the patient over extended periods of time;
• considers themself to be the lead physician or practitioner and who
furnishes items and services and coordinates care furnished by other
physicians or practitioners for the patient during an acute episode;
• furnishes items and services to the patient on a continuing basis during an
acute episode of care, but in a supportive rather than a lead role;
• furnishes items and services to the patient on an occasional basis, usually at
the request of another physician or practitioner; or

• furnishes items and services only as ordered by another physician or
practitioner.
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EHR & Clinical Practice Improvement
 “Advancing Care Information”
 Meaningful use of certified EHR
• 25% of composite score
• Note recent comments by CMS suggest changes in this program as
well.

 Clinical Practice Improvement Activities
• 15% of score
• Public health and care management-type activities
 Ex: expanded access/hours; population mgmt; care
coordination; beneficiary engagement.

• Unclear how this will be applied across specialties
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Advanced Payment Model Alternative to MIPS
 Eligible Clinicians who participate in certain Alternative
Payment Models (APMs) are exempt from MIPS
APMs
Medicare (only)
Option
(2019 and beyond)
Other Payer
Combination Option
(2021 and beyond)

FFS Reimbursement Implications
(2019-2024)
• Not subject to MIPS
• +5% Lump Sum Additional
Incentive Payment for Part B
Prof. Svs. during Base Period
(2026 and beyond)
• Not subject to MIPS
• Higher Medicare Fee
Schedule updates

 Participation in Advanced APM entity sufficient (regardless of
whether APM achieves performance goals)
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Advanced APM Requirements


Advanced APM requirements:
1. Use Certified EHR technology (CEHRT)
2. Provide for payment for covered professional services based on quality
measures (comparable to MIPS performance categories)
3. APM must bear financial risk or involve a medical home model (e.g., MSSP ACO,
Track 2 or 3, NextGen ACO, CPC+ etc.), with other payers in 2021.
4. Advanced APM must meet payment or patient count thresholds

^Additional “All Payer Combination” Options begin in 2021
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Financial and Nominal Risk Standards
Financial Risk Requirements

Nominal Risk Requirements
Total Risk (total
potential liability)

Marginal Risk
(maximum % in
excess of
expenditure
target)
•

Minimum Loss
Rate (maximum
loss rate without
triggering
repayment)

General
Standard

APM payer (e.g., CMS) must
be able to:
• Withhold payment to
APM Entity or ECs
• Reduce payments to APM
entity or ECs
• Require APM Entity to
repay

•

4% or more of
Expected
Expenditures

Medical Home
Model (less
than 50 ECs
assigned to
TIN or
subsidiaries)

All above plus:
• Cause APM Entity to lose
right to all or part of
guaranteed payments

•
•
•
•

2017, 2.5% of APM Entity Medicare Part A & B Revenue
2018, 3%
2019, 4%
2010 and later, 5%

Must be at
least 30% of
Expected
Expenditures

•

No more
than 4% of
Expected
Expenditures
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Eligible Advanced APM Entities
 MSSP ACOs in Tracks 2 & 3, NextGen ACOs
 Comprehensive Primary Care Plus and other CMMI
sponsored programs
 Initially not Medicare Advantage organizations (but MA
at risk counted beginning in 2021)
 Objective re Advanced APM:
• Increase patient population served by APM (e.g.,
MSSP ACOs)
• Increase patient population receiving value-based
benefits (care coordination, population health etc.)
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Advanced Payment Model Timeline
2019 APM Bonus
2017
Performance
Period for 2019

2018
Base Period for
2019 Bonus

2019
APM Bonus

2020 APM Bonus
2018
Performance
Period for 2020

2019
Base Period for
2020 Bonus

2020
APM Bonus

2021 APM Bonus
•

•

APM “Performance Period”
2 years pre year of APM
bonus payment

2019
Performance
Period for
2021

2020
Base Period for
2021 Bonus

2021
APM Bonus

2026 on

2026 on

All Payer
APM
Option
Begins

Higher
FFS
Payment
to QPs

Bonus based on Part B
Professional Services in
interim year
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MACRA Implications as of September 28, 2016
Advanced APM Possible?
(e.g., MSSP Track 2 or 3)

Yes – Subject to
AMP reporting
requirements

No

APM (e.g., MSSP Track 1)?
Stay
APM Required
Group/TIN Reporting

Go
Group/TIN
Reporting

Individual
Reporting

Bottom Line: During 2017 performance year, most physician practices will be
subject to MIPS, with potential impact on 2019 Medicare FFS reimbursement
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MACRA Operational Implications
 MACRA leadership group/steering committee
– Clinical, administration, IT and finance
 Assess current practices
– Meaningful Use
– Physician Quality Reporting System (PQRS)
– Quality & Resource Use Reports (Value Based Payment Modifier)
• Identify below average performance
• Other sources for quality (e.g., EHR, registry or Qualified
Clinical Data Registry)
– ICD-10 coding/risk adjustment/HCC coding
– Identify Clinical Practice Improvement Activities engaged in (e.g.,
practice access, care coordination, etc.)
 Gap analysis and prioritization of work – internal or external strategies
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MACRA’s Impact on Group Physician
Compensation Plans
 What you measure is what you get:
– wRVUs – Quality neutral personal production
– Collections – Quality neutral revenue generation
– MACRA collections – FFS revenue generation, adjusted by
quality and cost
– At-risk collections – Plan (e.g., Star rating) and HCC riskadjusted revenues

 Migration (back) to:
– Revenue minus practice expense models to assess financial
surplus
– Base Salary plus Incentive (linked to financial surplus)
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MACRA and Practice Size
 Small Practices (under 10 clinicians) – CMS Projects:
– 87% likely receive MIPS negative adjustment (-$300M)
– 69.9% of practices with 10-24 eligible clinicians MIPS
negative adjustment (-$279M)
– Potential downward reimbursement spiral if unable to
determine strategy
 Large (100+) practices:
– 18.3% likely to receive MIPS negative adjustment (-$57M)
– 81.3% projected to receive positive adjustment (+$539M)
– Potential opportunity for growth
Source: MACRA Proposed Rule, Table 64, 81 Fed. Reg. 28375 (May 9, 2016)
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MACRA Strategic Implications
 Assume: Small/medium practice not participating in APM

 Too late to participate in ACO or other APM beginning on Jan. 1, 2017,
so practice has reporting and participation options
– Uniform (individual or group) reporting required
•
•
•
•

Quality – individual or group
CPIA – individual or group
Advancing Care Information – individual or group
Resource (no action required)

 Options: Invest, align or plan to hang it up?
– Cost projections based on IT and other compliance requirements
– Alignment through range of alternative relationship strategies, and with range
of different alignment partners
• Hospitals/HS, large physician owned groups (CIN/IPAs), for-profit population health companies

– Hang it up? (i.e., 25% of solo practice physicians age 55+)^
^Source: Physician Group Practice Trends: A Comprehensive Review, J.Hospital & Medical Management, Vol. 2, No. 1:3 (2016).
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MACRA Strategic Implications
 Assume: Current participant in MSSP Track 1 ACO, with
performance period ending 12/31/18
 Unless terminate MSSP ACO participation before Nov. 2016,
practice will report and be evaluated under APM/ACO rules
– Quality measured at MSSP ACO entity level
– Resource measured at ACO (under MSSP)
– CPIA measured at APM entity level
– Advancing Care Information at TIN level
 1-2 years of existing participation and linkage to ACO provides
(some) time for strategic decision-making and action
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Alignment of Strategy and Money

Medicare
Physician Fee
Schedule
Updates

Merit-Based
Incentive
Payment System
(MIPS)

Alternative
Payment Models
(APMs)

2016

2017

2018

2019

2020

2021

2022

2023

2024

2025

2026

0.5%

0.5%

0.5%

0.5%

0%

0%

0%

0%

0%

0%

0./75%
or
0.25%

+-7%

+-9%

+-9%

+-9%

+-9%

•
•
•
•

Quality
Resource use
Clinical practice
improvement
EHR meaningful
use

+-4%

+-5%

+-9%

5% Incentive Payment
Excluded from MIPS
FFS+

Source: Medicare Access and CHIP Reauthorization Act of 2015, Path to Value (CMS)
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Potential Legal/Compliance Issues?
 False Claims Act:
• Compliance with attribution system?
• Attestations related to clinical practice improvement
activities?

 Compensation structure:
• How does non-standard comp affect FMV analysis?
• Structuring incentive payments within group practices? (Does
this vary with volume or value?)
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Other Implications
 MACRA’s impact on FMV
 Professional service/ employment contract renegotiations
 Commercial contract amendments due to
linkage to Medicare
 Understanding the interplay of Medicare Part
A, B and D
 Primary care and specialist distinctions
 Still fee-for-service
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Key Takeaways
 Affordable Care Act not repealed; MACRA was bipartisan
 ACA may be the appetizer; MACRA is the main course
 Payment reform driving significant “volume to value”
reimbursement and incentive changes
 Success will require changes in behavior, operations and
relationships
 Keys:
 Future Strategy
 Collective (organization-wide) performance
 Innovation (trial and error)
 Opportunity to shape own destiny
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Appendix – Legal Authorities
 Site Neutrality: Section 603 of the Bipartisan Budget
Act of 2015
 MIPS: 42 U.S.C. 1395w-4(q)
 APMs: 42 U.S.C. 1395L(z)
 2016 Physician Fee Schedule: 80 Fed. Reg. 70886
 Proposed Rule: 81 Fed. Reg. 28162
 CMS MACRA Resources:
https://www.cms.gov/Medicare/Quality-InitiativesPatient-Assessment-Instruments/Value-BasedPrograms/MACRA-MIPS-and-APMs/MACRA-MIPSand-APMs.html
45

