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CMS Issues Final Rule Implementing MACRA

On November 4, 2016, after input from over 100,000
physicians and stakeholders,* the Centers for Medicare
and Medicaid Services (CMS) issued a final rule to
implement the Medicare Quality Payment Program
(QPP) required by the Medicare Access and CHIP
Reauthorization Act of 2015 (MACRA), with an effective
date of January 1, 2017.2 As mentioned in the May 2016
Health Capital Topics article entitled, “CMS Issues
MACRA Proposed Rule One Year After Passage,”
Congress passed MACRA, in part, to abolish the
sustainable growth rate (SGR) physician reimbursement
methodology, as well as to implement value-based
reimbursement (VBR) programs.® CMS estimates that
approximately 600,000 physicians and clinicians will be
subject to the new payment programs under MACRA;*
consequently, the payment reforms finalized under the
rule may impact reimbursement for a large number of
U.S. physicians. This Health Capital Topics article will
discuss the key considerations of the legislation, as well
as direct providers to resources that will help them
maximize their practice’s reimbursement potential
through the implementation of these MACRA quality
standards.®

The MACRA final rule replaced the SGR fee schedule
with two programs: the Merit-based Incentive Payment
System (MIPS) and Advanced Alternative Payment
Models (Advanced APMs).6 The intention of the new
programs is to institute a payment scheme that will
incentivize providers to provide higher quality care at a
lower cost.” These two payment programs create a
feedback mechanism between providers and CMS to
trigger reimbursement adjustments based on the
achievement of certain quality and cost metrics.® In 2017,
eligible clinicians may elect to participate in one of three
options to utilize and submit data to MIPS, or choose a
fourth option to join Advanced APMs.®

The MIPS program aims to simplify the reporting process
whereby physicians provide data to CMS based on the
quality of patient care, and thus ease the administrative
burden for physicians by consolidating three current
programs for providers enrolled in Medicare:

(1) The Physician Quality Reporting System
(PQRS);

(2) The Physician Value-Based Payment Modifier
(PVBM); and,
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(3) The Medicare Electronic Health Record (EHR)
Incentive Program for Eligible Professionals
(EPs).10

Starting in 2017, three performance categories will
determine MIPS payment adjustments:

(1) Quality (through six physician-selected clinical
quality measures), which replaces the PQRS;

(2) Improvement activities, i.e., activities that
physicians perform to improve their clinical
practice (up to four for a minimum of 90 days);
and,

(3) Advancing care information (i.e., whether
certified electronic health record technology
[CEHRT] is used meaningfully to advance care
information), which replaces the Medicare EHR
Incentive Program.!

In 2018, CMS will consider publicly reporting cost (i.e.,
resource use) data under MIPS.*? This will be calculated
by CMS from adjudicated claims, in contrast to the other
three categories, which require physicians to report data
to CMS.*®

Clinicians who opt to participate in the MIPS program
are subject to payment adjustments based on their
performance on the quality metrics in each of the three
aforementioned performance categories.'* Adjustment
eligibility will start at up to four percent in 2019 and
continue to grow to up to nine percent by 2022, and will
be based on evidence-based and practice-specific quality
data linked to physician performance.®

MIPS data can be reported individually or as a group with
a common Tax Identification Number. Groups must
register with CMS by June 30, 2017, in order to be
eligible to report pooled MIPS data.®

Alternatively, MIPS-eligible clinicians may choose to
participate in Advanced APMs to receive incentive
payments for assuming additional risk related to patient
outcomes.” In order to qualify for the five percent
incentive in 2019 to 2024, as well as for the exemption
from MIPS reporting requirements and adjustments,
clinicians must receive 25% of total payments and treat
20% of total patients through Medicare patients
participating in an Advanced APM during the transition
year of 2017. The percentage requirements for
participation will continue to increase up to 75% and
50%, respectively, in 2022 and later.®
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There are currently seven identified Advanced APM
opportunities:

(1) The Comprehensive End Stage Renal Disease
(ESRD) Large Dialysis Organization (LDO)
Care Model;

(2) The Comprehensive ESRD non-LDO Care
Model;

(3) Comprehensive Primary Care (CPC) Plus;

(4) Medicare Shared Savings Program Accountable
Care Organizations (ACOs) Track 2;

(5) Medicare Shared Savings Program ACO Track 3;

(6) The Next Generation ACO Model; and,

(7) The Oncology Care Model (OCM).*

The final rule also established the Physician-Focused
Payment Model Technical Advisory Committee (PTAC)
for ongoing development of APMs.?° The PTAC consists
of eleven appointed experts in Physician-Focused
Payment Models (PFPMs) who serve three-year terms.?
Notably, PTAC may approve additional APMs that could
be available for providers to utilize under MACRA in the
future.

Physicians who wish to participate in traditional
Medicare may find more value in participating in the
MIPS program, which would allow them to earn a
performance-based payment adjustment.?? Alternately,
physicians may choose the Advanced APM program to
earn an incentive payment through Medicare Part B for
participating in an innovative payment model.?

According to CMS, 2017 serves as the transition year for
providers to adapt to the new legislation at their own
pace. The first year for performance data reporting will
be 2017, the reporting deadline is March 31, 2018,%* and
2019 will be the first payment year.?® The transition
options—also known as “pick your pace”—outlined in
the final rule are more flexible than initially proposed.?
Most providers have five options through which to
transition to QPP and receive adjustments to all Medicare
payments:

(1) Report MIPS data for at least 90-days to
potentially qualify for a small positive payment
adjustment;
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(2) Submit complete 2017 MIPS data to CMS to
qualify for a positive payment adjustment;?’

(3) Report some 2017 MIPS data to avoid the four
percent negative adjustment for non-compliance;

(4) Do not report 2017 MIPS data and receive a four
percent negative adjustment; or,

(5) Participate in Advanced APMs and potentially
qualify for a five percent incentive payment.?8

The magnitude of potential MIPS-related payment
adjustments is dependent on the quantity of data provided
and the qualitative performance quality results. When
MACRA was approved, the maximum negative
adjustment was 11%.%° The final rule not only mitigates
this potential loss due to poor performance by decreasing
the potential negative payment adjustment, but provides
more opportunities for positive adjustments.

To prevent smaller practices (defined as having $30,000
or less in annual Medicare Part B allowed charges or 100
or less Medicare patients) from  becoming
disproportionately burdened by the new reporting
requirements, the final rule contains specific provisions
related to transition support for small practices. Notably,
small practices are exempt from the new requirements
under MACRA for 2017.3* The low-volume dollar
threshold is higher than the $10,000 limit initially
proposed, excluding more small practices from potential
penalties in 2017.%2

It may be prudent for providers to consider their
transition strategy to the new MACRA requirements in
order to minimize possible penalties and negative
payments and maximize potential incentive payments as
a result of CMS’ final rule to implement MACRA
legislation.

Resources are available for practitioners during this
transition. CMS instituted the Transforming Clinical
Practice Initiative (TCPI) to assist with developing and
adapting quality improvement strategies.®® Further, the
American Medical Association provides a Payment
Model Evaluator tool to determine whether the MIPS or
Advanced APM track is right for a particular practice as
well as resources for implementation strategies.*
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Robert James Cimasi, MHA, ASA, FRICS, MCBA, CVA, CM&AA, serves as Chief Executive
Officer of HEALTH CAPITAL CONSULTANTS (HCC), a nationally recognized healthcare financial and
economic consulting firm headquartered in St. Louis, MO, serving clients in 49 states since 1993.
Mr. Cimasi has over thirty years of experience in serving clients, with a professional focus on the
financial and economic aspects of healthcare service sector entities including: valuation consulting
and capital formation services; healthcare industry transactions including joint ventures, mergers,
acquisitions, and divestitures; litigation support & expert testimony; and, certificate-of-need and other
regulatory and policy planning consulting.
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Mr. Cimasi holds a Master in Health Administration from the University of Maryland, as well as several professional
designations: Accredited Senior Appraiser (ASA — American Society of Appraisers); Fellow Royal Institution of
Chartered Surveyors (FRICS — Royal Institution of Chartered Surveyors); Master Certified Business Appraiser (MCBA
— Institute of Business Appraisers); Certified Valuation Analyst (CVA — National Association of Certified Valuators
and Analysts); and, Certified Merger & Acquisition Advisor (CM&AA — Alliance of Merger & Acquisition Advisors).
He has served as an expert witness on cases in numerous courts, and has provided testimony before federal and state
legislative committees. He is a nationally known speaker on healthcare industry topics, and is the author of several
books, the latest of which include: “The Adviser’s Guide to Healthcare — 2nd Edition” [2015 — AICPA]; “Healthcare
Valuation: The Financial Appraisal of Enterprises, Assets, and Services” [2014 — John Wiley & Sons]; “Accountable
Care Organizations: Value Metrics and Capital Formation” [2013 - Taylor & Francis, a division of CRC Press]; and,
“The U.S. Healthcare Certificate of Need Sourcebook™ [2005 - Beard Books].
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Mr. Cimasi is the author of numerous additional chapters in anthologies; books, and legal treatises; published articles
in peer reviewed and industry trade journals; research papers and case studies; and, is often quoted by healthcare industry
press. In 2006, Mr. Cimasi was honored with the prestigious “Shannon Pratt Award in Business Valuation” conferred
by the Institute of Business Appraisers. Mr. Cimasi serves on the Editorial Board of the Business Appraisals Practice
of the Institute of Business Appraisers, of which he is a member of the College of Fellows. In 2011, he was named a
Fellow of the Royal Institution of Chartered Surveyors (RICS). In 2016, Mr. Cimasi was named a “Pioneer of the
Profession” as part of the recognition of the National Association of Certified Valuators and Analysts (NACVA)
“Industry Titans” awards, which distinguishes those whom have had the greatest impact on the valuation profession.

Todd A. Zigrang, MBA, MHA, ASA, FACHE, is the President of HEALTH CAPITAL
CONSULTANTS (HCC), where he focuses on the areas of valuation and financial analysis for
hospitals, physician practices, and other healthcare enterprises. Mr. Zigrang has over 20 years of
experience providing valuation, financial, transaction and strategic advisory services nationwide in
over 1,000 transactions and joint ventures. Mr. Zigrang is also considered an expert in the field of
healthcare compensation for physicians, executives and other professionals.

Mr. Zigrang is the co-author of “The Adviser’s Guide to Healthcare —2nd Edition” [2015 — AICPA],
numerous chapters in legal treatises and anthologies, and peer-reviewed and industry articles such as: The Accountant’s
Business Manual (AICPA); Valuing Professional Practices and Licenses (Aspen Publishers); Valuation Strategies;
Business Appraisal Practice; and, NACVA QuickRead. In addition to his contributions as an author, Mr. Zigrang has
served as faculty before professional and trade associations such as the American Society of Appraisers (ASA); the
National Association of Certified Valuators and Analysts (NACVA); Physician Hospitals of America (PHA); the
Institute of Business Appraisers (IBA); the Healthcare Financial Management Association (HFMA); and, the CPA
Leadership Institute.

Mr. Zigrang holds a Master of Science in Health Administration (MHA) and a Master of Business Administration
(MBA) from the University of Missouri at Columbia. He is a Fellow of the American College of Healthcare Executives
(FACHE) and holds the Accredited Senior Appraiser (ASA) designation from the American Society of Appraisers,
where he has served as President of the St. Louis Chapter, and is current Chair of the ASA Healthcare Special Interest
Group (HSIG).

John R. Chwarzinski, MSF, MAE, is Senior Vice President of HEALTH CAPITAL CONSULTANTS
(HCC). Mr. Chwarzinski’s areas of expertise include advanced statistical analysis, econometric
modeling, as well as, economic and financial analysis. Mr. Chwarzinski is the co-author of peer-
reviewed and industry articles published in Business Valuation Review and NACVA QuickRead, and
he has spoken before the Virginia Medical Group Management Association (VMGMA) and the
Midwest Accountable Care Organization Expo.

Mr. Chwarzinski holds a Master’s Degree in Economics from the University of Missouri — St. Louis,
as well as, a Master’s Degree in Finance from the John M. Olin School of Business at Washington University in St.
Louis. He is a member of the St. Louis Chapter of the American Society of Appraisers, as well as a candidate for the
Accredited Senior Appraiser designation from the American Society of Appraisers.

Jessica L. Bailey-Wheaton, Esq., is Vice President and General Counsel of HEALTH CAPITAL
CONSULTANTS (HCC), where she conducts project management and consulting services related to
the impact of both federal and state regulations on healthcare exempt organization transactions and
provides research services necessary to support certified opinions of value related to the Fair Market
Value and Commercial Reasonableness of transactions related to healthcare enterprises, assets, and
services. Ms. Bailey is a member of the Missouri and Illinois Bars and holds a J.D., with a
concentration in Health Law, from Saint Louis University School of Law, where she served as Fall
Managing Editor for the Journal of Health Law & Policy.

Kenneth J. Farris, Esq., is an Associate at HEALTH CAPITAL CONSULTANTS (HCC), where he
provides research services necessary to support certified opinions of value related to the Fair Market
Value and Commercial Reasonableness of transactions related to healthcare enterprises, assets, and
services, and tracks impact of federal and state regulations on healthcare exempt organization
transactions. Mr. Farris is a member of the Missouri Bar and holds a J.D. from Saint Louis University
School of Law, where he served as the 2014-2015 Footnotes Managing Editor for the Journal of
Health Law & Policy.
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