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Objectives

• Explain the drivers promoting change in 
payment methods

• Summarize current programs designed to 
move to value-based payment for healthcare

• Describe the role of internal medicine as 
systems become accountable for costs and 
quality of patient outcomes



Payment Reform

• We have a payment system that has rewarded 
more care, regardless of the value (or quality) 
of that care.

• Payment models have not promoted 
coordination of care across settings



http://www.commonwealthfund.org/publications/issue-
briefs/2015/oct/us-health-care-from-a-global-perspective

$3.0 trillion in 2014
$9,523 per person



Where do we spend the money?
• Hospitals - $971 billion in 2014 (a 4.1% 

increase)

• Physicians and clinical services - $604 billion in 
2014 (a 4.6% increase)

Spending* Increase

Other professional services $84.4 5.2%

Dental services $113.5 2.8%

Home health services $83.2 4.8%

Nursing care facilities $155.6 3.6%

Prescription drugs $297.7 12.2%
*in billions





Consumers are demanding 
transparency!

• Consumer groups are demanding 
transparency – particularly about quality 
and costs of care 



Healthcare quality is in the 
public domain for most 

settings of care!

Transparency!



https://publichealthonline.gwu.edu/healthcare-price-cost-transparency/#CoC

“In 2014, we make purchasing decisions for 
every other commodity based on transparent 
price and quality information. Why not 
healthcare, too?” 

Dr. Neel Shah, Costs of Care



Congress Reacts
• When consumer groups have a consistent 

message, legislators respond…

– The Medicare Program and other agencies then 
are required to adopt standardized measures that 
reflect the quality of medical practice

• Multiple laws passed since 2003 require the 
Secretary of HHS to measure, publicly report, 
and to adjust payment based on quality of 
care

Three events that have accelerated the move to value…………



Forwarded to Congress 
by the Bush 
Administration 
(Secretary Leavitt)

https://www.cms.gov/Medicare/Medicare-Fee-for-Service-
Payment/AcuteInpatientPPS/downloads/HospitalVBPPlanRTCFINALSUBMITTED2007.pdf

#1



Move to “Value”

Value = Quality (and Service)/Costs

Goal: We want the highest quality of care (and service) at the lowest 
costs.

Affordable Care Act (2010) 
Accelerates the Move#2



Incremental  
FFS payments 

for value

Bundled 
payments 
for acute 

episode 

Bundled 
payments for 
chronic care/ 

disease 
carve-outs

Accountability 
for Population 

Health

Current State: 
Payments for 

Reporting

Range of Models in Existence or Development

Increasing assumed risk by provider

Increasing coordination/integration required

From….  ..get paid more for 
doing more

To….  ..profiting by keeping your 
population of patients healthy, 
delivering high-quality care, and 
doing so at less cost



https://innovation.cms.gov/initiatives/cjr

“…..aims to support better and more efficient 
care for beneficiaries…………..”



https://innovation.cms.gov/initiatives/Oncology-Care/

“This model aims to provide higher quality, more 
coordinated oncology care at a lower cost to 
Medicare.”



Bundled payment for cardiac bypass surgery and 
heart attack care….



Goal achieved



The new alphabet soup…….



http://www.gpo.gov/fdsys/pkg/BILLS-114hr2enr/pdf/BILLS-114hr2enr.pdf

Medicare Access and CHIP Reauthorization Act of 2015 (MACRA)

Republican controlled 
Senate and House:

• Senate vote: 92 yea; 8 nay

• House vote: 392 yea; 37 nay

House sponsor: Michael C. 
Burgess, MD [R - Texas]

Repealed the SGR!

Very bipartisan!

#3



Available at:  https://qpp.cms.gov/docs/CMS-5517-FC.pdf

MACRA Final Rule released on October 14, 
2016



Who’s in or out?

Who’s in?

• Physicians

• Physician assistants

• Nurse practitioners

• Clinical nurse specialists

• Certified registered nurse 
anesthetists

Who’s excluded?

• If 2017 is your first year of 
participation in Medicare

• You have less than or equal 
to $30,000 in Medicare Part 
B allowed charges for the 
year

• You care for less than or 
equal to 100 Medicare 
patients during the year







What happens in 2017?

Eligible 
Professional

Advanced Alternate Payment 
Mechanisms (APM)

• “Substantial portion” of revenues from 
“approved” alternate payment models
 5% bonus each year from 2019-

2024
 0.75% increase per year beginning 

in 2026

Merit-based Incentive Payment System 
(MIPS)†

• Providers receive a score of 0-100
• Each year, CMS will establish a 

threshold score based on the median or 
mean composite performance scores of 
all providers
 Providers scoring above the threshold will 

receive bonus payments (up to three times 
the annual penalty cap).

†Performance scores will be posted to Physician Compare website.

Quality Payment Program 
(QPP)



https://qpp.cms.gov/

You can choose to start anytime between January 1 and October 
2, 2017. Whenever you choose to start, you'll need to send in 
your performance data by March 31, 2018.

Failure to submit any data for 2017 will result in an automatic 
4% reduction in Medicare payment for 2019.



Merit-based Incentive Payment 
System (MIPS)*

• Quality Performance
– Replaces the Physician Quality Reporting System (PQRS) 

and some components of the Value-Based Modifier

• Resource Use
– Replaces the cost component of the VBM

• Clinical Practice Improvement Activities (CPIA) - new

• Advancing Care Information
– Replaces the Meaningful Use (MU) program
– a particular emphasis on interoperability and information 

exchange

*Does include the Group Practice Reporting Option.
Performance in 2017 will impact 2019 payment.



Merit-based Incentive Payment 
System (MIPS)

60% 0%* 15% 25%

First performance year is CY 2017 to 
adjust payment in CY 2019.

*Reduced to 0% for the 2017 “transition year” only. By 
statute, must go up to 30% for payment year CY 2021.





Quality Performance – 60% of Score 
for CY 2017

• Most participants: Report up to 6 quality 
measures, including an outcome measure, for 
a minimum of 90 days.

• Groups using the web interface: Report 15 
quality measures for a full year. 



Resource Use – 0% of Score for 2017*

• CMS will calculate from claims over 40 
episode-specific measures to account for 
differences among specialties.

– For cost measures, clinicians that deliver more 
efficient care achieve better performance and 
score the highest points (the most efficient 
resource use). 

“Episodes of care” roll up all costs of inpatient and outpatient 
care (including imaging, laboratory, drugs, rehabilitation, etc).

*By statute must make up 30% of the MIPS score for payment year 2021.



Over time, resource use is more 
heavily weighted

60%

0%

Details not known for 2018 and beyond.



Clinical Performance Improvement 
Activities – 15% of Score

• CMS proposes to allow physicians to select 
from a list of more than 90 activities.



Clinical Performance Improvement 
Activities

• Most participants: Attest that you completed 
up to 4 improvement activities for a minimum 
of 90 days.

• Groups with fewer than 15 participants or if 
you are in a rural or health professional 
shortage area: Attest that you completed up 
to 2 activities for a minimum of 90 days.



Advancing Care Information – 25% of 
MIPS score

Fulfill the required measures for a minimum of 90 days:
• Security Risk Analysis 
• e-Prescribing 
• Provide Patient Access 
• Send Summary of Care 
• Request/Accept Summary of Care 

• Choose to submit up to 9 measures for a minimum of 90 days for 
additional credit.

For bonus credit, you can:
• Report Public Health and Clinical Data Registry Reporting measures
• Use certified EHR technology to complete certain improvement 

activities in the improvement activities performance category

Required



Reporting MIPS Data

• Reporting as an individual.

– An individual is defined as a single National 
Provider Identifier (NPI) tied to a single Tax 
Identification Number.

• Reporting as a group.

– A group is defined as a set of clinicians (identified 
by their NPIs) sharing a common Tax Identification 
Number, no matter the specialty or practice site.



Scoring under MIPS

Threshold* (No Payment Adjustment)

Maximum Penalty

Top performance -
Additional “Bonus” 

Incentive

100

0

P
o

in
ts

4% in 2018, 5% in 2019, 7% in 2020, 
and 9% in 2021 to 2023

Sliding scale positive 
adjustment

Sliding scale 
negative adjustment

70



Scoring under MIPS

Threshold* (No Payment Adjustment)

Maximum Penalty

Top performance -
Additional “Bonus” 

Incentive

100

0

P
o

in
ts

4% in 2018, 5% in 2019, 7% in 2020, 
and 9% in 2021 to 2023

Sliding scale positive 
adjustment

Sliding scale 
negative adjustment

70By law, the program must be budget neutral. There 
have to be losers to have incentive payments!...

….with one caveat. Congress appropriated $500 
million (2019-2024) to bonus top performers under 

MIPS



Alternate Payment Models (APMs)

• “Substantial portion” of revenues* from 
“approved” alternate payment models

– For now, very few “approved” APMs

– Not subject to MIPS

• Receive 5% lump sum bonus payments for 
years 2019-2024

• Receive a higher fee schedule update from 
2026 onward



Alternate Payment Models

• Advanced APMs defined as those that meet criteria for 
linking payments to quality measures, using EHRs, and 
nominal risk. Only participants in Advanced APMs at 
MACRA thresholds qualify for 5% lump sum payments.

• Current models that meet Advanced APM criteria are 
Track 2 & 3 ACOs, Next Generation ACOs, 
Comprehensive Primary Care Plus (CPC+), some 
Comprehensive ESRD Care organizations (ESCOs).
– 6 (1%) MSSP ACOs are in Track 2 and 16 (4%) are in Track 3

– There are 13 ESCOs and 18 Next Gen ACOs

– CPC+ just announced three weeks ago

The practice must bear more than 
nominal financial risk!



Qualifying Advanced APMs

Oncology Care Model (two sided risk)

This list may change before January 1, 2017.



Advanced APM – to avoid MIPS



“Pick Your Pace”
• First option: Report something to avoid penalties (no 

incentives)

• Second option: Submit data for part of the calendar 
year (small incentives and avoid penalties)

• Third option: Submit data for the entire calendar 
year (“modest” payment incentive and avoid 
penalties)

• Fourth option: Participate in an Alternate Payment 
Model

https://blog.cms.gov/2016/09/08/QualityPaymentProgram-PickYourPace/



https://innovation.cms.gov/initiatives/comprehensive-primary-care-plus



It is not just Medicare!

CMS Required Other Payers to 
Participate to Select a Region





Substantially changes payment for 
primary care.



Track 2 Payment Redesign
Designed to promote population health beyond office visits!



Track 2 Payment Redesign

Track 2 practices will receive a percentage of their expected 
Medicare E&M payment upfront in the form of a CPCP and a 

reduced fee-for-service payment for face-to-face E&M claims.

This is designed to incentivize the practice to keep patients healthy 
rather than promoting additional delivery of healthcare services. 



http://www.modernhealthcare.com/article/
20160430/MAGAZINE/304309988

https://www.advisory.com/research/medical
-group-strategy-council/practice-
notes/2016/05/macra-proposed-rule

“You can no longer afford to 
ignore quality reporting”



• 558,885 EPs are currently subject to the 2016 
PQRS negative payment adjustment.*

• Of those professionals subject to the adjustment
• 466,351 were non-participants (those EPs who did not 

attempt to participate)
• 92,534 were participants who were unsuccessful in 

meeting the reporting requirements

*Based on 2014 PQRS reporting.



The Role of Internal Medicine



The additional challenge for a group 
practice…….

………provider compensation models will have to 
change to match incentives under payment 
reform. 



https://qpp.cms.gov/

https://qpp.cms.gov/


dale-bratzler@ouhsc.edu


