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CMS Issues MACRA Proposed Rule One Year After Passage

On May 9, 2016, the Centers for Medicare and
Medicaid Services (CMS) issued a proposed rule for
implementing  changes to  the  value-based
reimbursement (VBR) scheme required by the Medicare
Access and CHIP Reauthorization Act of 2015
(MACRA)." The proposed rule introduces the Quality
Payment Program (QPP), which implements the Merit-
based Incentive Payment System (MIPS) and Alternative
Payment Models (APMs),? both of which were first set
out in MACRA.? Generally, the goal of the QPP is to
continue the support of “...health care quality,
efficiency, and patient safety.” To that end, MIPS,
which is a consolidation of three payment adjustment
programs, aims to increase the utilization of VBR and
the flexibility for clinicians by allowing various
performance measures to be utilized.> Additionally, the
aim behind APMs is to incentivize clinicians to take a
step further than MIPS in transforming care delivery
into a “...patient-centered health care system that
delivers better care, smarter spending, and healthier
people and communities.”® The effects of this initiative
are expected to be widespread, as by 2020, the QPP may
affect up to 800,000 clinicians.” This Health Capital
Topics article will briefly discuss the background of
MACRA, and detail the requirements and the potential
consequences under the proposed regulations regarding
MIPS and APMs.

As background, the central goal of MACRA was to
replace the Sustainable Growth Rate (SGR) Formula.?
The SGR set annual budget targets for physician
services paid under Medicare, which, in practice, led to
annual proposals to cut Medicare reimbursement for
physician services.” Congress continually overruled
these cuts, and eventually did away with the SGR
altogether by passing MACRA.™ In addition to
replacing the SGR, MACRA also included provisions
related to VBR, such as the creation of MIPS and
APMs." CMS’ proposed rule sets out to implement
MACRA'’s requirements related to MIPS and APMs,
through the creation of the QPP.

The first route clinicians may take under the QPP is to
participate in MIPS. As noted above, MIPS consolidates
three patchwork payment adjustment programs, which
are: (1) the Physician Quality Reporting Program
(PQRS); (2) the Physician Value-based Modifier (VM);
and, (3) the Medicare Electronic Health Records (EHR)
program,? also known as Meaningful Use.** Clinicians
receive a single performance score based on four
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weighted performance categories, which performance
score is then used to calculate payment adjustments.* A
performance period is defined as one calendar year;*
MIPS begins measuring clinicians on these performance
metrics beginning in 2017 (year 1), and providing
payment adjustments based on these metrics in 2019.%
MIPS applies only to eligible clinicians, defined as “...a
physician, a physician assistant, nurse practitioner, and
clinical nurse specialist, a certified registered nurse
anesthetist, and a group that includes such
professionals.”™’ Exempted clinicians include those
newly enrolled in Medicare, those who have less than or
equal to $10,000 in Medicare charges and less than 101
Medicare patients during the performance year, or those
who qualify as an APM participant.’® In order to
increase the flexibility for clinicians in choosing
performance measures, MIPS utilizes four performance
categories for evaluating a clinician on their provision
of high quality and efficient care: quality, resource use,
clinical  practice  improvement  activities, and
advancement of care information,*® some of which grant
clinicians the option to choose measures most
applicable to their practice.”’ First, the quality category
makes up 50% of the performance score in year 1 of
MIPS, and replaces the PQRS and the quality
component of the VM. Clinicians report a minimum of
six measures — compared to nine under PQRS — and one
additional outcome measure or a high priority measure,
such as patient safety, patient experience, and care
coordination.”” In reporting these measures, clinicians
have the option to choose from various metrics from the
list of PQRS metrics,® accommodating varying
specialties.®* Second, the resource use category makes
up 10% of the performance score in year 1, and replaces
the cost component of the VM. No reporting obligations
for clinicians exist for this performance metric, as the
clinician’s score is based on Medicare claims data,25
such as per patient total allowed charges for all services,
and other measures of utilization of items as services,
such as frequency of items and services utilized.*® The
clinician’s score in this category is calculated by
dividing the total points across all included measures by
total points across all possible measures.”” Third, the
clinical practice improvement activities category makes
up 15% of the performance score in year 1, and allows
clinicians to choose pertinent activities from over 90
options, such as care coordination, patient engagement,
and patient safety.”® Lastly, the advancement of care
information category makes up 25% of the performance
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score in year 1, and replaces the Meaningful Use
program.” Here, a clinician’s performance score is
based on measures regarding how the clinicians utilize
EHRs, focusing on interoperability and information
exchange.*® The four performance categories are
combined to calculate clinician’s aggregate score, which
is compared against a MIPS threshold to determine
whether the clinician receives a payment increase,
decrease, or no adjustment.®> MIPS is required to be
budget neutral,®® and payment increases and decreases
will therefore be approximately evenly distributed
between clinicians below and above the MIPS
threshold.® For MIPS’ first payment year in 2019, the
threshold is set at a level where half of the participating
clinicians will receive a payment decrease, and the other
half will receive a payment increase.** CMS set this
initial payment threshold by taking data from 2014 and
2015 Medicare Part B allowed charges, PQRS
submissions, Quality and Resource Use Reports
(QRUR) and Supplemental Quality and Resource Use
Reports (SQRUR) feedback, and Medicare and
Medicaid EHR Incentive Program  reports.*® For
performance periods in year three (3) and beyond, this
threshold will equal the mean or median of all
clinicians’ performance scores from the previous year.*
Initially, payment adjustments change annually, and the
current maximums in place for decreases are 4% for
2019; 5% for 2020; 7% for 2021; and 9% for 2022 and
beyond.*” Payment increases may, but generally will
not, go beyond each year’s maximum.

As an alternative to participating in MIPS, clinicians
may opt to participate in APMs.*® Under MACRA, an
APM is defined as “(i) A model under section 1115A [of
the Social Security Act (the Act)], (ii) The shared
savings program under section 1899 [of the Act], (iii) A
demonstration under section 1866C [of the Act], and
(iv) A demonstration required by Federal law.”* Three
requirements must be met for a clinician to earn
incentive payments for participation in an APM under
the QPP: (1) use of certified EHR technology, (2) use of
quality measures similar to those under MIPS in
provider reimbursement, and (3) exist as either a
Medical Home Model under the Act, or bear more than
a nominal amount of risk for monetary losses.** For
years 2019-2024, clinicians who meet the requirements
for APM participation are excluded from MIPS, and
therefore aren’t required to report MIPS performance
metrics.* Additionally, clinicians who qualify as APM
participants will receive a 5% Medicare Part B incentive
payment.”® Beginning in 2026, qualifying clinicians
utilizing the APM model will receive a higher increase
under the physician fee schedule (PFS) than those
clinicians who do not.** Based on definition of an APM,
CMS included in the proposed rule a list of models that
would qualify as APMs, including: (1) Medicare Shared
Savings Program — Tracks 2 and 3; (2) Next Generation
Accountable Care Organization (ACO) Model; and, (3)
the Comprehensive Primary Care Plus model.* Under
the proposed rule, CMS will update this list at least
annually, as new APMs are established.*® Once a proper
model is utilized, clinicians must then participate in that
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model to a sufficient extent during the performance year
in order to receive incentive payments for APMs.*
Currently, in order to qualify as an APM participant,
clinicians must receive a minimum amount of their
payments through an APM, which thresholds are set at:
25% for 2019-2020; 50% for 2021-2022; and 75% for
2023 and beyond.“® Alternatively, in order to qualify as
an APM participant, clinicians may meet thresholds
related to the share of patients that they treat through
APMs, which are set at: 20% for 2019-2020; 35% for
2021-2022; and 50% for 2023 and beyond.* From 2019
to 2020, this participation requirement may only be
satisfied through Medicare charges or patients;
however, beginning in 2021, the participation
requirement may include non-Medicare charges or
patients.>

With the ever-changing healthcare field seemingly in a
constant state of flux, the QPP represents the next link
in a long chain of reforms and new reimbursement
programs.®® This initiative by CMS has the potential for
large impact on physician practices, in light of both the
shifting regulatory obligations for clinicians, as well as
potential consequences flowing from those obligations.
CMS estimates that, in 2019, up to 746,000 clinicians
will receive payment adjustments under MIPS, and that
$500 million in exceptional performance payments will
be made.’® Additionally, up to an estimated 90,000
clinicians will qualify for sufficient participation in
APMs, resulting in up to $429 million in incentive
payments.> Clinicians should be cognizant of how this
proposed rule could affect their practices, and be
prepared to abide by the altered regulations brought
forth by the QPP.
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HEALTH CAPITAL
CONSULTANTS (HCC) isan
established, nationally recognized
healthcare financial and economic
consulting firm headquartered in
St. Louis, Missouri, with regional
personnel nationwide. Founded in
1993, HCC has served clients in
over 45 states, in providing
services including: valuation in all
healthcare sectors; financial
analysis, including the
development of forecasts, budgets
and income distribution plans;
healthcare provider related
intermediary services, including
integration, affiliation, acquisition
and divestiture; Certificate of
Need (CON) and regulatory
consulting; litigation support and
expert witness services; and,
industry research services for
healthcare providers and their
advisors. HCC’s accredited
professionals are supported by an
experienced research and library
support staff to maintain a
thorough and extensive knowledge
of the healthcare reimbursement,
regulatory, technological and
competitive environment.
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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.

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); Accredited Valuation Analyst (AVA — 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: “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].

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).

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.

y 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 Senior 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 a Research 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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