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The Centers for Medicare and Medicaid Services (CMS)
issued the final rule implementing the Medicare Access
and CHIP Reauthorization Act of 2015 (MACRA) on
November 4, 2016.* This piece of legislation repealed the
Sustainable Growth Rate (SGR) formula and replaced it
with scheduled updates to the Medicare Physician Fee
Schedule and the creation of the Quality Payment
Program (QPP).? The intention of the QPP is to transition
reimbursement for the provision of healthcare services
from volume-based to value-based models in which
providers are reimbursed “based on quality, value, and
results of the care they deliver and not piecemeal for
individual services regardless of clinical need for or
appropriateness of those services.”® With CMS
projecting that up to 90-95% of Medicare Part B billings
(i.e., billings for physician services) will meet the criteria
for inclusion in the QPP, it is exceedingly important for
physicians and other healthcare providers to prepare for
MACRA implementation in 2017. This Health Capital
Topics article is part one of a two-part series discussing
the future implications of MACRA, and includes an
overview of the QPP, the benefits and concerns regarding
the QPP, and potential changes to MACRA under the
current Trump Administration.

Under the QPP, eligible clinicians can choose between
two payment tracks for Medicare reimbursement: (1) the
Merit-Based Payment System (MIPS); or, (2) an
Alternative Payment Model (APM).* Clinicians are
eligible for the QPP if they bill Medicare Part B more
than $30,000, and provide care for more than 100
Medicare patients, per year.> Whereas participation in
MIPS incentivizes quality, efficient care through a
performance-based  payment  adjustment, APM
participants  will earn incentive payments for
participating in an innovative payment model.®

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

(1) Quality (through six physician-selected clinical
quality measures), which replaces the Physician
Quality Reporting System (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,
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(3) Advancing care information (i.e., whether
certified health record technology (CEHRT) is
used  meaningfully to advance care
information), which replaces the Medicare
Electronic Health Record (EHR) Incentive
Program.

In 2018, CMS will consider publicly reporting cost (i.e.,
resource use) data under MIPS.8 This will be calculated
by CMS from adjudicated claims, in contrast to the other
three categories, which require physicians to report data
to CMS.®

Quality currently determines 60% of Medicare
reimbursement adjustments (but is decreasing to 30%
starting in 2019); Improvement Activities determine 15%
of reimbursement adjustments; Advancing Care
Information  determines 25% of reimbursement
adjustments; and, Cost currently determines 0% of
reimbursement adjustments (and is increasing to 30%
starting in 2019).2 Additionally, a 0.5% “inflationary
adjustment” will be applied to reimbursement each year,
irrespective of performance on quality metrics.

Alternatively, the APM track, CMS partners with
clinicians to provide incentives for higher quality and
cost-efficient care.’? The three main participation
requirements for APMs include: (1) use of CEHRT
technology; (2) reimbursement of base payments tied to
quality measures comparable to those utilized in MIPS;
and, (3) agreement by clinicians to take responsibility for
financial losses or meeting the specifications of a
Medical Home model.®®* Examples of APM models
include: Medicare Shared Savings Program Tracks
(MSSP), Next Generation ACOs, Comprehensive
Primary Care Plus (CPC+), End-Stage Renal Disease
Model (ESRD), and One Care Models with 2-Sided
Risk.1

Because APMs are under development, most clinicians
are expected to participate in MIPS during the early years
of QPP implementation.® Starting in 2017, clinicians
have three options regarding participation in MIPS: (1)
opt out of participation; (2) limited participation; or, (3)
full participation.’® If a clinician chooses not to
participate, they will experience an annual negative
payment adjustment of four percent starting in 2019.%
Those who participate on a limited basis, by either
submission of fewer than all of the performance metrics,
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or participation in the program for more than 90 days (but
less than a full year), will not incur a negative payment
adjustment but are not guaranteed a positive payment
adjustment.'®

Clinicians who fully 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
payments 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.? Clinicians have
from January 1, 2017 to October 2, 2017 to collect
performance data for MIPS, and such data must be
submitted by March 31, 2018 to receive adjusted
reimbursements in 2019.2* As stated above, clinicians
will not be financially penalized so long as they submit
data related to at least one Quality, Advancing Care
Information, or Improvement Activity measure.?

There are both benefits and concerns regarding QPP
implementation. Clinicians can expect a certainty of
payments for the next ten years; however, clinicians have
concerns regarding whether the automatic 0.5% payment
increase for MIPS will keep up with the combined cost
of inflation and QPP participation.?® Small, rural
practices also have concerns about meeting MIPS
reporting requirements, although MACRA grants (i.e.,
funding from CMS to local organizations providing
assistance to clinicians transitioning to MACRA), are
expected to lessen the burden.?

There is still much debate surrounding MACRA and the
QPP model. With the regulations for the second year of
QPP implementation currently being drafted, there is an
opportunity for organizations to suggest changes to the
final rules through the comment and mark-up period.?®
During the first year of QPP implementation, physician
groups such as the American Medical Association
(AMA) successfully persuaded CMS to loosen MIPS
participation specifications, with modifications such as,
“reducing reporting requirements for physicians to avoid
penalties, creating a more realistic and flexible transition
period, increasing the low-volume threshold that exempts
more physicians, and eliminating the cost category in
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calculating the 2017 composite performance scores. %

For year two of QPP implementation, physician groups,
including the Association of American Physicians and
Surgeons (AAPS) and the Medical Group Management
Association (MGMA), are arguing that the U.S.
Department of Health and Human Services (HHS) is
restricting freedom in medicine in countless ways, and
are advocating for MACRA participation to be voluntary
to “allow patients and physicians to decline MACRA and
adopt payment based on patient value rather than by
bureaucratically  dictated —value.””  Other trade
associations, such as the American Hospital Association
(AHA), are urging CMS to expand the definition of
APMs to include more physicians who partner on those
models to qualify for incentives.?? AHA is also
advocating for CMS to create a hospital-based reporting
option.?

It will be up to the Trump Administration to decide which
suggestions from industry stakeholders will be
implemented. MACRA received bipartisan support,
passing 392-37 in the U.S. House of Representatives,
including an affirmative vote by HHS Secretary Tom
Price, M.D.%® However, Secretary Price has stated his
belief that, “challenges remain with respect to provider
burden,” and has suggested more lenient QPP
specifications for physicians.3* Additionally, CMS
Administrator Seema Verma, has stated support for
value-based reimbursement initiatives such as those
included in MACRA, articulating, “There are concerns
with fee-for-service, in terms of rewarding volume over
quality. 1 do support efforts that hold providers
accountable for outcomes and increasing the
coordination of care.”®? However, Ms. Verma has also
expressed concerns over the increasing financial risk
placed on physicians under certain value-based
reimbursement models.®®* As a response to these
concerns, Voluntary Bundled-Payment models and a
Track +1 ACO will be added as APM models.**

The second article in this series will examine the impact
of value-based payment models under MACRA on the
threshold of Commercial Reasonableness.

Wofford, American College of Healthcare Executives 2017
Congress on Healthcare Leadership, Chicago, IL, March 30,
2017, slide 12.

11 “Who Will Pay the MACRA Penalties? Disproportionately,
Small Practices” By Josh Sober, et al., Oliver Whyman Health,
(September 12, 2016), http://health.oliverwyman.com/transform-
care/2016/09/who_will_pay_themac.html (Accessed 4/14/2017).

12 Steve Findlay, March 27, 2017, p. 4.

13 Ibid. p. 4-5.

14 Centers for Medicare and Medicaid Services, Quality Payment
Program

15 “Move to Value-Based Payment to Continue: CMS Medical
Director” By Rich Daly, Healthcare Financial Management
Association, April 5, 2017,
http://www.hfma.org/Content.aspx?id=53602&utm_source=Real
%20Magnet&utm_medium=email&utm_campaign=110522593
(Accessed 4/10/2017), p. 2.

16 “Centers for Medicare and Medicaid Services, Quality Payment
Program

17 lbid.

(Continued on next page)



18

19

20

22
23

24

25

AICPA)

Clinicians can best maximize their chances of receiving a
positive payment adjustment if they choose to participate in
MIPS for at least 90 days. “Quality Payment Program” Centers
for Medicare and Medicaid Services, https://gpp.cms.gov/
(Accessed 4/3/2017).

Federal Register Vol. 81, No. 214, November 4, 2016, p. 77010-
77011.

Ibid.p. 77332.

“Quality Payment Program” Centers for Medicare and Medicaid
Services

Ibid.

“How to Engage Physicians in Best Practices to Respond to
Healthcare Transformation” By Kent Bottles, Georgia Society of
Certified Public Accountants’ (GSCPA) 2016 Healthcare
Conference, Atlanta, GA, February 11, 2016,
https://www.slideshare.net/PY APC/how-to-engage-physicians-
in-best-practices-to-respond-to-healthcare-transformation
(Accessed 4/12/2017), slide 37.

Rich Daly, April 5, 2017; “CMS Offers $10M in Grants to Help
Pay Physicians Transition to MACRA” By Heather Landi,
Healthcare Informatics, (June 13, 2016), https://www.healthcare-
informatics.com/news-item/payment/cms-offers-10m-grants-
help-physicians-transition-macra (Accessed 4/13/2017).

Rich Daly, April 5, 2017; Steve Findlay, March 27, 2017, p. 9.

26

27

31
32

33

“Medicare Access and CHIP Reauthorization Act (MACRA)
Quality Payment Program Final Rule” American Medical
Association, (October 19, 2016), p. 1.

“What Will Happen to MACRA Under a Trump
Administration?” By Diana Strubler, Nephrology News &
Issues, (Feb. 22, 2017), http://www.nephrologynews.com/will-
happen-macra-trump-administration/ (Accessed 4/12/2017).
Rich Daly, April 5, 2017, p. 2.

Ibid.

“MACRA’s future seems solid-for now-under the Trump
Administration” By Carter Gaddis, Health Data Management,
(March 24, 2017),
https://www.healthdatamanagement.com/opinion/macrasfuturese
emssolidfornowunderthetrumpadministration (Accessed
4/11/2017), p. 2.

Ibid.

“Seema Verma, CMS Administrator Nominee, Discusses
MACRA, M.D. Burden in First Senate Hearing” By Rajiv
Leventhal, Healthcare Informatics, (February 16, 2017),
https://www.healthcare-informatics.com/article/payment/seema-
verma-cms-administrator-nominee-prioritizes-deregulation-
patient-centered-care (Accessed 4/12/2017).

Ibid.

Rich Daly, April 5, 2017, p. 2

Robert James Cimasi, MHA, ASA, FRICS, MCBA, AVA, CM&AA — CEO, HEALTH CAPITAL CONSULTANTS

Foreword by Shannon P. Pratt

- 1 | N

i

]

’
-

«__thd definitive treatise for the complexities of
valuation in the healthcare industry.”

- Chris M. Mellen, President - Delphi Valuation Advisors, Inc.

The Adviser’s Guide to Health Care M

Robert James Cimasi, MHA, ASA, FRICS, MCBA, CVA, CM&AA — CEQ, HeaLte CAPITAL CONSULTANTS
Todd A. Zigrang, MBA, MHA, FACHE, ASA — President, Hearta Caprrar CoNsuLTANTS

David W. Grauer, Esq.
Partner, Jones Day

Includes Foreword by Leading National Health Care Attorney

Keep Up With the Changes in Health Care Services and Consulting Practices

TWO-VOLUME SET »
® Consulting Services

® An Era of Reform - The Four Pillars

To purchase, visit AICPAStore.com/AGHC

Accountable Care
Organizations

Value Metrics and Captal Formation

ACOs: Balancing Quality and Costs in Healthcare

Robert James Cimasi, MHA, ASA, FRICS, MCBA, AVA, CM&AA — CEO, HEALTH CAPITAL CONSULTANTS

Foreword by Peter A. Pavarini, Esq. — Squire Sanders LLP

© HEALTH CAPITAL CONSULTANTS

“A must read and resource for any healthcare industry executive”
—Roger W. Logan, MS, CPA/ABV, ASA, Senior Vice President of Phoenix Children’s Hospital

(Continued on next page)


thendrickson
New Stamp


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

i (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-Wheaton 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.

Daniel J. Chen, MSF, is a Senior Financial Analyst at HEALTH CAPITAL CONSULTANTS (HCC),
where he develops fair market value and commercial reasonableness opinions related to healthcare
enterprises, assets, and services. In addition he prepares, reviews and analyzes forecasted and pro
forma financial statements to determine the most probable future net economic benefit related to
healthcare enterprises, assets, and services and applies utilization demand and reimbursement trends
to project professional medical revenue streams and ancillary services and technical component
(ASTC) revenue streams. Mr. Chen has a M.S. in Finance from Washington University St. Louis.
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