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CRITICAL THINKING AT THE CRITICAL TIME™

BACKGROUND 

The Medicare Access & Chip Reauthorization Act of 2015 
(MACRA) fundamentally changes Medicare reimbursement for 
physician services.  Physicians have traditionally been paid on a 
fee for service (FFS) based on a Resource-based relative value 
scale (RBRVS). The past several years, the RBRVS scale has 
been criticized as emphasizing quantity over quality and 
subsequently driving up the cost of healthcare.  To control rising 
Medicare costs, CMS enacted the Medicare Sustainable Growth 
Rate (SGR) which would adjust the physician payments each year 
in order to meet budget.  As reimbursement continually 
decreased, increasing concern from the Medicare provider base 
called for a permanent fix.  MACRA repeals SGR and implements 
a payment structure that incentivizes quality of care; increases 
care coordination; and improves healthcare utilization. It is in 
essence the quantum shift that will drive the market overall to 
value based reimbursement models. 

7 Reasons to Prepare Culturally and Operationally for MACRA 

Health systems and medical groups need to begin to prepare 
culturally and operationally now for MACRA because of the 
following seven key factors: 

1. Significantly changes physician payment (e.g. capping 
annual increases) 

2. Sunsets current value-based programs (e.g. PQRS) 

3. 2017 is the baseline performance year of quality 
measurement 

4. Many commercial payors shadow Medicare payment 
methodologies (~18-24 months) 

5. Most provider compensation plans do NOT include a 
significant portion tied to quality and compensation 
design changes typically take 1-2 years 

6. Care team and other operational models to prepare for 
value take time to engrain culturally and build into 
workflows (e.g. mid-level leveraging, a patient experience 
cultural mindset, standardized templates for open patient 
access, etc.) 

7. Winners and losers with large payment 
penalties/bonuses tied to quality outcomes 

The current Medicare core quality measures are the major 
components of the new MACRA payment system (see Table A).  
FTI implements a methodology to estimate how much in 
Medicare payments will be lost in future years based upon 
current performance measures.    

EXISTING MEDICARE VALUE-BASED PROGRAMS THAT WILL 
BE PHASED OUT IN 2019 

The graph below displays the potential penalties under existing 
Medicare value based programs. Providers that have not met 
Meaningful use, PQRS and VBPM quality indicators will incur a 
decrease in professional fee payments.  Payment adjustments 
are based on performance period from two years prior (i.e. ‘15 
adjustment based on ‘13 performance).  Penalties have 
increased from 0% to 9% between 2014 and 2018.   

 

POTENTIAL PENALTIES UNDER MACRA VALUE-BASED 
PROGRAMS THAT WILL BE IMPLEMENTED IN 2019 

At the core, minus the 2017 four option paths year, MACRA 
establishes 2 tracks for annual baseline payment updates: 

1. Merit-Based Incentive Payment Systems (MIPS) 

MIPS will consolidate the existing value-based programs of VBPS, 
Meaningful Use, and PQRS.  The system establishes a composite 
score for each physician from 0-100 based on performance in 
quality, resource use, meaningful use, and clinical practice 
improvement activities. See below for the score breakout: 
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Physicians are eligible for positive/negative payment 
adjustments starting at 4% in 2019 (based on 2017 
performance) to 9% in 2022 and beyond.  MIPS can be paid out 
to up to 3x higher compared to funding (total penalties = 
incentives) and up to 10% more for exceptional performers, CMS 
is projecting that the majority (greater than 90%) of physician 
in the MIPS track. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2. Alternative Payment Model (APM) 

Providers that do not opt into MIPS can be choose the alternative 
payment models (APM).  APM participant requirements must 
include: 

 Use quality measures similar to MIPS 

 Use certified EHR technology 

 Bear more than nominal financial risk or be certified 
medical home (Medicare Shared Savings Plan model may 
not qualify) 

 Have increasing % of payments tied to APM 

Today, most Accountable Care Organizations (ACOs) will not 
qualify for the APM track because they do not carry financial 
risk.  APM participants will receive up to a 5% incentive of 
Medicare payments from 2019 - 2024. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

SCENARIO - ESTIMATED MACRA IMPACT OF MIPS INCENTIVES 

To further illustrate the impact of MACRA on a 300 physician employed medical group, we’ve calculated the potential payout based 
on MIPS performance.   The following assumptions were made:  

 Medical group is a hospital-owned, multi-specialty practice operating at the median of MGMA. 

 Total Practice Net Revenue $165M ($550K/physician)  

 Medicare Net Revenue $52.5M (32% of typical payer mix) 
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PREPARATION: THE FIRST FIVE ACTIONS TO PURSUE 

MACRA will be based on core quality measures and your 
organizational readiness as it relates to communication, 
measurement, and performance will be key.  We recommend five 
immediate actions to pursue to prepare for MACRA: 

1. Create transitional metrics from volume to value related to 
patient access 

2. Collate current healthcare quality data and infrastructural 
processes 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

3. Perform a review of where the provider platform perceives 
that they are doing well 

4. Correlate hard data with perceived areas of “good” 
performance 

5. Review your historical performance and accountability 
infrastructure to improve 

 

 

 
METHODOLOGY 

FTI can assist your organization to prepare for MACRA.  Our MACRA multi-disciplinary assessment team includes experts from 
across our Health Solution practice who will work with you and your leaders to estimate the impact of the shift in reimbursement 
and to prepare your ambulatory platform for the cultural and operational challenges to support being successful.   

PREPARING AN INFRASTRUCTURE FOR CHANGE 

The journey to high performance begins with education and transparency.  Understanding the impact of the existing and future 
value-based payment structures will allow your organization to prepare financially and operationally for MACRA. 
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About FTI Consulting 

FTI Consulting, Inc. is a global business advisory firm dedicated to helping organizations protect and enhance enterprise value 
in an increasingly complex legal, regulatory and economic environment. FTI Consulting professionals, who are located in all 
major business centers throughout the world, work closely with clients to anticipate, illuminate and overcome complex business 
challenges in areas such as investigations, litigation, mergers and acquisitions, regulatory issues, reputation management and 
restructuring. 

www.fticonsulting.com                                                                          ©2014 FTI Consulting, Inc. All rights reserved. 
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MACRA WORK PLAN & DELIVERABLES 

Our team will develop findings, recommendations and work plans based on interviews, observations, policy & procedure reviews, 
and data analysis 

IMPLEMENTATION ROADMAP 

FTI can also assist with the operationalization of infrastructure recommendations and provide support for the following: 

Project Management Project Management oversight of improvement in value-based reimbursement 

Physician Governance Changes to organizational structure to support value-based performance 

Physician Compensation Physician Compensation Plan design  

Clinical Capabilities 
Development or enhancement of value-based capabilities (workflows, care management, 
specific clinic programs) with focus on value impact versus cost/ease of implementation 

Physician Measurement Identification of IT or other infrastructure solutions 

Managed Care/Contracting Identification/negotiation of value-based contracting opportunities 

Value Based Alignment Formation of or participation in CIN, ACO, or other APM (in conjunction with health system) 

 

 


