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Learning Objectives

LEAHP program participants should be able to:

• Discuss MACRA/QPP pathways for Medicare 
physician payment in the context of policy problems 
in FFS

• Describe key elements (and critiques)  of MIPS

• Describe key alternative approaches to clinician 
payment under MACRA:  APM’s and PFPM’s

• Note some upcoming policy challenges for clinician 
payment  under the QPP
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Why Regulate Physician Payments?

• Societal attempts to regulate FFS physician 
payments  date back to the Code of Hammurabi

• Traditional market forces that guide pricing and 
allocating typical goods or services don’t apply to 
most physician services
– Physician/clinician as seller of services has access to 

specialized knowledge unavailable to the buyer
• Buyer unable to fully represent his or her own interests in weighing the 

seller’s recommendations
– Buyer often distracted by pain (or fear), impaired by illness

• Sometimes even confused or unconscious!
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Why Regulate Physician Payments? (II)

• Market failure regarding physician services
– Not JUST setting price for services
– But ALSO allocating the correct number and type of services

• FFS rewards clinicians for the volume of services they 
provide
– not for quality or appropriateness
– Therefore setting prices can be insufficient

• FFS is still a common approach to paying for physician 
services
– prominent in many other countries today- e.g. Germany, 

Switzerland, Japan, Canada
– Government plays a role in setting physician payments in all 

developed countries
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Medicare Efforts to Regulate FFS

• Medicare 1989- 2015
– 1989- reset the “price” of physician services with the RBRVS

in the MPFS
– Also added the “volume performance standard” to constrain 

future volume growth
– 1998-Problems with the “volume performance standard” led to 

the Sustainable Growth Rate (SGR) formula
– 2002- 4.8% SGR cut in Medicare physician fees
– 2003-2014- Congress annually over-rides  SGR cuts

• In 2015, SGR law would cut MPFS rates by ~21% per 
service

• Medicare Access and CHIP Reauthorization Act of 
2015 (MACRA) 
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Summary of MACRA

• Bipartisan- originated in the Republican led House in 2014
– House 392-37
– Senate 92-8 

• Repeals SGR

• Provides “eligible professionals” who bill the MPFS with 
two “pathways” for future revenue
– MIPS- Merit-based Incentive Payment System (FFS P4P “on 

steroids”) 
or

– Alternative Payment Models (APMs)

• HHS develops “rules” for implementing MACRA
– New MACRA “Notice of Proposed Rulemaking” (NPRM) due late 

June
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How MIPS works
• MIPS consolidates and replaces legacy programs:

PQRS + Value Modifier + Medicare EHR Incentive

• Sliding scale rewards or penalties
– Performance threshold  3 points Yr I (15 Yr II)
– Budget neutral beyond $500M for scores 70+

0 100Score 70

%
 Adjust.

Cost Promoting 
Interoperability

Improvement ActivitiesQuality

• Four categories of 
performance
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MIPS Timeline

• First performance period opened January 1, 2017, 
closed December 31, 2017. 

• Reporting quality data, improvement activities and 
how technology used.

• Can earn a positive MIPS payment adjustment for 
2019 on 2017 data submitted by March 31, 2018.

• don’t send in 2017 data= - 4% payment adjustment
• Submit minimum amount of 2017 data (e.g one quality 

measure or one improvement activity)= NO downward 
payment adjustment

• 91% clinician participation in QPP Year 1
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Calculating the “Composite Performance Measure” (CPS)
Changing Performance Category Weights for 2019-2022

Performance year 1: 2019

Quality
60%

Resource 
use
0%

Clinical 
practice 

improvement 
activities

15%

Advancing care 
information

25%

50%

20%

30%

?30%

30% in 2018 
BB

?15%

?25%

2018 BB 
Full 

Implementation 
Performance 

year 4:
2022

Performance 
year 2:
2020

https://www.cms.gov/Medicare/Quality-Payment-Program/Resource-Library/QPP-Year-2-Final-Rule-Fact-Sheet.pdf
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Growing Risk and Reward

Calendar Year Maximum Possible 
+/- Payment Adjustment

2019 4 percent (based on 2017 performance)

2020 5 percent (based on 2018 performance)

2021 7 percent (based on 2019 performance)

2022 and onward 9 percent (based on 2020 performance
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MIPS exempts MANY clinicians

40% of clinicians 
billing Medicare 
will be subject to 
MIPS in 2018

MIPS 2018 Final Rule (2017)

<= 200 Medicare Part 
B benes served 
<=$90,000 Medicare 
Professional service 
charges

https://www.federalregister.gov/documents/2017/11/16/2017-24067/medicare-program-cy-2018-updates-to-the-quality-payment-program-and-quality-payment-program-extreme
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Expanding MIPS opportunities 

• Virtual Groups- another participation option year 2
– Combination of 2 or more Taxpayer Identification Numbers 

(TINs) made up of solo practitioners and groups of 10 or fewer 
eligible clinicians

– Come together “virtually” (no matter specialty or location) to 
participate in MIPS for a performance period of a year. 

• Other options for “small” practices (TINS)
– Adding 5 bonus points to the final scores of small practices.
– Award small practices 3 points for measures in the Quality 

performance category that don’t meet data completeness 
requirements

– Hardship exception for the PI performance category for small 
practices. 
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MEDPAC Critique of MIPS

‘Much of the design of MIPS is based on predecessor 
Medicare programs that have generally not been 
successful at improving population outcomes or 
substantively improving care processes”     
• MIPS scores are not comparable among clinicians

– because each clinician’s composite MIPS score will reflect a 
mix of different, self-chosen, measures.

• MIPS is complex and inequitable
– Different rules for clinicians depending on location, practice 

size,  etc
– Exempts more clinicians than will participate.
– Complexity may make practice acquisition by a hospital or 

health system look attractive to clinicians.

13
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MEDPAC Critique of MIPS II

• MIPS-based payment adjustments create financial uncertainty for 
many clinicians
– Initially small adjustments /little incentive
– Arbitrary and possibly very large adjustments in the later years 

• ECR- this could make practice acquisition attractive to “investors”

• MIPS  may encourage undesirable clinician/practice responses
– Select measures/activities the clinician expects to do well on
– Remain in traditional FFS focused on getting high MIPS scores (instead of 

joining meaningful A–APMs with both risk and reward).

RECOMMENDATION
• Congress should eliminate the current MIPS program as soon as 

possible.
• Create a new voluntary clinician value-based purchasing program 

to replace MIPS

14

http://www.medpac.gov/docs/default-source/reports/mar18_medpac_ch15_sec.pdf?sfvrsn=0
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APMs and Advanced APMs

• The alternative pathway to MIPS in the  “Quality Payment Program” (MACRA) 

APMs meet one of the 
following criteria

 A CMS Innovation Center model 
under Section 1115A (other than 
a Health Care Innovation Award)

 A Medicare Shared Savings 
Program

 A demonstration under the 
Health Care Quality 
Demonstration Program (Section 
1866C of the Social Security Act)

 A demonstration required by 
Federal law 

Advanced APMs are a subset 
of APMs

• Requires participants to use 
Certified EHR Technology (CEHRT)

• Provides payment for covered 
professional services based on 
quality measures comparable to 
those used in the MIPS quality 
performance category 

• Either (a) is a Medical Home Model 
expanded under CMS Innovation 
Center authority, or (b) requires 
participants to bear more than 
nominal amount of financial risk

Participate 
meaningfully 

in an 
Advanced APM

• Currently ~ 40 CMS initiatives meet the MACRA definition of APM

• https://www.cms.gov/Medicare/Quality-Payment-Program/Resource-
Library/Comprehensive-List-of-APMs.pdf
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Advanced APMs must have “more than nominal 
financial risk” 

• Advanced APM may do one or more of the following if 
actual expenditures exceed expected expenditures: 
– Withhold payment for services to the APM Entity and/or the 

APM Entity’s eligible clinicians
– Reduce payment rates to the APM Entity and/or the APM

Entity’s eligible clinicians
– Require direct payments by the APM Entity to CMS. 

• Total amount of risk must be… 
– >= 8% of the average estimated total Medicare Parts A and B 

revenues of participating APM Entities; 
OR

– >= 3% of the expected expenditures for which an APM Entity is 
responsible under the APM. 
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Financial risk and Medical Home models

Medical Home Models expanded under Section 1115A(c) of the SSA do not 
need to meet the financial risk criterion 

Otherwise for a Medical Home Model to be an Advanced APM, it must either

(1) withhold payment for services, 

(2) reduce payment rates

(3) require the APM entity to owe payment(s) to CMS, OR

(4) lose the right to all or part of an otherwise guaranteed payment or 
payments

IF EITHER

(A) actual expenditures exceed expected expenditures during a specified 
performance period OR 

(B) APM entity performance on specified performance measures does not 
meet or exceed expected performance on such measures for a specified 
performance period 
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MIPS Advantages for Participating in APMs

• Quality Scoring: Groups in APMs can report quality 
measures through the APM. 

• Improvement Activities:
– Participants in certified patient-centered medical homes, or an 

APM designated as a Medical Home Model earn full credit. 
– Participants in certain APMs (“APM scoring standard”) earn 

full credit  
– Participants in any other Medicare APM earn half credit and 

may report additional activities to increase score.



https://www.cms.gov/Medicare/Quality-Payment-Program/Resource-
Library/Comprehensive-List-of-APMs.pdf
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In 2018, these models are Advanced APMs

• Bundled Payments for Care Improvement Advanced Model 
(BPCI Advanced)

• Comprehensive ESRD Care (CEC) - Two-Sided Risk

• Comprehensive Primary Care Plus (CPC+)

• Medicare Accountable Care Organization (ACO) Track 1+ Model

• Next Generation ACO Model

• Shared Savings Program - Track 2

• Shared Savings Program - Track 3

• Oncology Care Model (OCM) - Two-Sided Risk

• Comprehensive Care for Joint Replacement (CJR) Payment 
Model (Track 1- CEHRT)

https://qpp.cms.gov/apms/overview?py=2017

https://innovation.cms.gov/initiatives/bundled-payments/
https://innovation.cms.gov/initiatives/comprehensive-esrd-care/
https://innovation.cms.gov/initiatives/comprehensive-primary-care-plus
https://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/sharedsavingsprogram/index.html
https://innovation.cms.gov/initiatives/Next-Generation-ACO-Model/
https://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/sharedsavingsprogram/index.html
https://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/sharedsavingsprogram/index.html
https://innovation.cms.gov/initiatives/oncology-care/
https://innovation.cms.gov/initiatives/cjr
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What are the thresholds and when do providers 
get incentives?

• Incentives are paid 2 years after participation in an 
Advanced APM

2017 2018 2019

• “Meaningful APM participation” threshold increases over time

Participate 
meaningfully

Bill to Medicare Receive bonus based on 
participation in 2017 and 

billings during 2018
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“Qualifying Participant (QP)” in an Adv APM

• An Eligible professional with “Significant share” of 
revenue through APMs

• Starting 2019 “other payers” can contribute to QP
status
– 2019-2020 (payment yr 2021-2022): :  either

• 50% of payments thru Medicare + other payer Adv APMs
• 35% of patients  thru Medicare + other payer Adv APMs

– 2021-future (payment yr 2023-): :
• 75% of payments thru Medicare + other payer Adv APMs
• 50% of patients  thru Medicare + other payer Adv APMs
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Developing new Advanced APMs-
“PFPMs” and the “PTAC”
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MACRA Process for Proposing/Reviewing Physician
Focused Payment Models

• HHS sets the criteria for PFPMs (in the MACRA Rule)

• Ongoing stakeholder submission of models they “believe 
meet the criteria…”

• Advisory Committee periodically reviews models 
submitted
– Comments and recommendations whether submitted models 

meet criteria

• HHS Secretary reviews recommendations submitted by 
the Committee and posts detailed response

• “Nothing in this subsection shall be construed to impact 
the development or testing of models…” (by CMMI)
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MACRA Establishes PTAC
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PFPM TAC Members

1. Jeffrey Bailet, MD, otolaryngologist and President, Aurora Health Care Medical Group

2. Robert Berenson, MD, Institute Fellow, Urban Institute

3. Elizabeth Mitchell, President and CEO, Network for Regional Healthcare Improvement

4. Kavita Patel, MD, doctor of internal medicine and Nonresident Senior Fellow, the Brookings 
Institution

5. Rhonda M. Medows, MD, Executive Vice President of Population Health, Providence Health & 
Services

6. Harold D. Miller, President and CEO, Center for Healthcare Quality and Payment Reform

7. Len Nichols, PhD, Director, Center for Health Policy Research and Ethics, George Mason 
University

8. Grace Terrell, MD, MMM, doctor of internal medicine and President and CEO, Cornerstone 
Health Care

9. Paul Casale, MD, MPH, interventional cardiologist and Chief of Cardiology, Lancaster General 
Health

10. Tim Ferris, MD, primary care internal medicine physician and Senior Vice President for 
Population Health Management, Partners HealthCare

11. Bruce Steinwald, MBA, private consultant (formerly of GAO),
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MACRA Rule Defines Physician Focused Payment 
Model

A PFPM is “an APM in which: 
1. Medicare is a payer; 
2. Eligible clinicians that are EPs as defined in section 

1848(k)(3)(B) of the Act are participants and play a core role 
in implementing the APM’s payment methodology,

• “Physicians” (Doctors of medicine or osteopathy, dental medicine or 
dental surgery, podiatric medicine, optometry, chiropractors), 

• physician assistant, nurse practitioner, clinical nurse specialist, certified 
registered nurse anesthetist, certified nurse-midwife, 

• physical therapist, occupational therapist, qualified speech-language 
pathologist, qualified audiologist, clinical social worker, clinical 
psychologist, or registered dietitian or nutrition professional. 

3. Targets the quality and costs of services that eligible 
clinicians participating in the Alternative Payment Model 
provide, order, or can significantly influence.
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MACRA Required HHS to Set Criteria for a PFPM

• MACRA Final Rule described 10 PFPM Criteria the 
PTAC will use “to make comments and 
recommendations to the Secretary on PFPMs
proposed by stakeholders.”

• Criteria “consistent with Administration’s strategic 
goals for achieving better care, smarter spending, 
and healthier people”:

• Three categories of criteria:
– Payment incentives 
– Care delivery 
– Information availability 
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HHS Vision for Value-Based Payment
June 13, 2018 HHS PTAC Letter

• Best ideas come from individuals and organizations 
on the front line
– PTAC is a venue for “health care providers, associations, 

coalitions and other innovators” to share innovations

• Pursue initiatives that empower beneficiaries as 
consumers
– Give patients better control over their health data
– Encourage price transparency
– Increase choices and competition to drive quality and reduce 

costs
– Remove government burdens that impede these
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HHS Vision for Value-Based Payment
June 13, 2018 HHS PTAC Letter II

• “HHS seeks models that demonstrate the potential 
for significant impact on the Medicare population in 
ways where we can conduct a robust evaluation”

• Problematic proposals
– “Use of proprietary tools-

• or tools that are not already developed in a proposed APM-
• is an obstacle to HHS’ testing of the model”

– “Providing care …
• in accord with current standards of practice
• or accelerating adoption of emerging standards of care
• do not require an APM”
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OTHER CMS/CMMI Model Design Factors

• In Addition to the 10 PTAC Criteria; e.g.:

• Operational feasibility
– How feasible will it be for CMS to prepare and build the 

systems, processes, and other infrastructure necessary to test 
the model within existing time and resource constraints?

– Will CMS be able to appropriately monitor the model and the 
activities of its participants to ensure program integrity? 

• Scalability
– Will CMS have appropriate legal authority to scale the model if 

it proves successful? 
– Are there concrete policies and/or processes that CMS could 

change or create to scale the model if successful? 
https://innovation.cms.gov/Files/x/apm-toolkit.pdf
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PFPM Proposal status June 18, 2018

• Letters of intent submitted: 38

• Full proposal submitted: 25

• Proposals reviewed by PTAC:17

• Proposals recommended by PTAC: 10

• Proposals returned for “revise/ resubmit”: 1

• Proposals judged “not applicable”: 2

https://aspe.hhs.gov/proposal-submissions-physician-focused-payment-model-technical-advisory-committee
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PFPMs submitted: Model types (of 38 reviewed)

Model Types Number of LOIs/PFPMs
submitted

Models recommended by 
PTAC

Episode/bundled 
payments

19 5

Condition-focused 
population-based 
payments

3 1

Other population-
based/capitated payment

6 2

Multiple payment models 3 2

Other/unclear 7 0
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PFPMs submitted: Submitter types 

Submitter Types Number of LOIs/PFPMs
submitted

Models recommended by 
PTAC

Professional
Associations

11 4

Patient 
Associations/Coalitions

2 1

Health systems/ACOs 3 2
Medical Schools/AMCs 4 1
Clinician 
practices/Clinician 
networks

8 1

Vendors (Medical 
Services/IT
Services/technology)

7 1

Individual physicians 2 0
Other 1 0
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HHS response re proposals reviewed by PTAC

• Not testing as an APM: 6
– Including  two models with proprietary elements  

recommended by PTAC

• “Promising features”: 6

• Developing a model of this type: 3
– Care for serious/advanced illness
– Hospital at home
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Learning Objectives

LEAHP program participants should be able to:

• Discuss MACRA/QPP pathways for Medicare 
physician payment in the context of policy problems 
in FFS

• Describe key elements (and critiques)  of MIPS

• Describe key alternative approaches to clinician 
payment under MACRA:  APM’s and PFPM’s

• Note some upcoming policy challenges for clinician 
payment  under the QPP
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Special Considerations in MACRA

–HHS is specifically encouraged to test APMs 
relevant to:
• Specialty physician services (“physicians’ 

services …furnished by physicians who are 
not primary care practitioners”).

• “Practices of 15 or fewer professionals”
• “Risk-based models for small physician 

practices which may involve two-sided risk 
and prospective patient assignment…”

–HHS to identify the potential challenges of 
and vulnerabilities in APMs
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Patient Relationship Codes

• MACRA requires HHS  to develop

• Revisions posted April 2017
– Continuing services: 

• “Broad”-clinicians who provide the principal care for a patient, with no 
planned endpoint of the relationship. 

• “Focused”- clinicians whose expertise is needed for the ongoing 
management of a chronic disease or a condition that needs to be managed 
and followed for a long time. 

– Episodic services: 
• Broad-clinicians who have broad responsibility for the comprehensive needs 

of the patients, that is limited to a defined period and circumstance,
• Focused-specialty focused clinicians who provide time-limited care.

– Services ordered by another clinician  

• Annual updates beginning November 1, 2018 
https://www.cms.gov/Medicare/Quality-Initiatives-Patient-Assessment-Instruments/Value-Based-Programs/MACRA-MIPS-and-
APMs/CMS-Patient-Relationship-Categories-and-Codes.pdf



https://www.advi
sory.com/researc
h/physician-
practice-
roundtable/mem
bers/expert-
insights/2016/nin
e-faqs-on-
provider-
payment-under-
macra
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Qualifying “Participant” in an Adv APM

• An Eligible professional
– “Physicians” (Doctors of medicine or osteopathy, dental 

medicine or dental surgery, podiatric medicine, optometry, 
chiropractors), 

– physician assistants, 
– nurse practitioners, 
– clinical nurse specialists, 
– certified registered nurse anesthetists

• HHS Secretary decides eligibility of other health care 
professionals in subsequent years.
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How do Individual Eligible Clinicians become 
Qualifying APM Participants?

All the eligible clinicians 
in the Advanced APM
Entity become QPs for 
the payment year.



4242

APMs, the MPFS and the MACRA Bonus

• June 2017 rule estimates
– 180,000 to 245,000 eligible clinicians may become QPs for 

payment year 2020 based on Advanced APM participation in 
performance year 2018.

• June 2018 rule pending

• Current MPFS (and all the problems of existing rates) 
remain embedded in APM calculations and bonuses

42
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