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November 17, 2015 
 
Andy Slavitt 
Acting Administrator 
Centers for Medicare & Medicaid Services 
U.S. Department of Health and Human Services 
Hubert H. Humphrey Building, Room 445-G  
200 Independence Avenue, SW 
Washington, DC 20201 
 
Re: CMS-3321-NC Request for Information Regarding Implementation of the Merit-Based 

Incentive Payment System, Promotion of Alternative Payment Models, and Incentive Payments 

for Participation in Eligible Alternative Payment Models 

Dear Acting Administrator Slavitt, 

We appreciate the opportunity to comment on the Medicare Access and CHIP Reauthorization 

Act (MACRA) Request for Information (RFI).  CAPG represents 200 multispecialty physician 

organizations across 40 states, Washington, DC and Puerto Rico.  Our members participate in 

value-based payment models across Medicare Advantage and traditional Medicare.  CAPG 

members have successfully operated under risk-based payment models for over two decades.  

Our members’ preferred model of risk-based coordinated care is prepaid capitation.  This model 

best aligns the incentives for physicians to provide high quality coordinated care.  Under this 

model, the payment amount does not fluctuate based on the volume of services provided.  

Instead, the physician organization is paid a set amount per member, per month.   

In this capitated model, the physician organization has the flexibility to tailor payments to its 

individual contracted or employed physicians (paying a salary, sub-capitation, or even fee-for-

service in some cases).  Our member physician organizations hold their employed and 

contracted physicians to robust performance standards, with a portion of the downstream 

payment often depending upon performance metrics in a range of areas.   

Capitated payment allows our members to deploy proven techniques and innovative 

approaches to improve patient care.  The model incentivizes a team-based approach, whereby 

healthcare professionals such as care managers, nurses, social workers, care navigators, 

pharmacists and others are deployed as part of a team led by a primary care physician.  Each 
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member of the team is encouraged to practice at the top of his or her license. The primary care–

led team improves patient outcomes. 

These arrangements also incentivize physicians to provide the right care, at the right time, in the 

most effective setting.  For example, rather than trying to maximize fee-for-service payments in 

high cost settings, patients are treated safely in lower cost settings, such as the patient’s home, 

when appropriate.  Our experience has been that this approach is better aligned with patient 

preferences. 

Overall, this model offers superior quality and care experience for patients.  We believe that the 

model can and must be encouraged and developed across the country 

Framework for MACRA Implementation 

I. MACRA was intended to incentivize participation in risk-based alternative 

payment models (APMs).   When Congress enacted MACRA, it sought to transition 

traditional Medicare away from its reliance on a flawed, volume-driven, fee-for-

service reimbursement model to risk-based alternative payment models, including 

capitation.  This intent is evident throughout the law.  Most notably, beyond the 

2019 incentive programs, the legislation in 2026 permanently implements a 

favorable payment update for APMs.  The law sets forth a framework to encourage 

swift movement away from a broken fee-for-service system and towards a risk-

based coordinated care model.  Rather than an APM strategy of limited 

experimentation, MACRA clearly contemplates systemic change. 

 

II. Risk-based APMs offer higher quality care for patients.  Risk-based APMs have the 

potential to align incentives for the right care, encourage preventive services, and 

improve treatment for seniors with chronic diseases.  A recent study by the 

Integrated Healthcare Association (IHA) showed that “health plans that rely 

primarily on integrated care delivery networks, such as HMOs and Medicare 

Advantage, generally have higher quality scores without using more resources.”1  

The IHA study looked at data from 11 participating plans for 19 million lives in 

California.  The study found that models largely relying on capitated payments to 

providers—HMO and Medicare Advantage—had significantly higher quality scores 

than fragmented models such as traditional Medicare.  A summary of the relevant 

findings is attached.  Risk-based APMs are necessary because they align incentives 

for physicians and produce better quality care for seniors. 

 

                                                           

1 Integrated Healthcare Association, Healthcare Hot Spotting: Variation in Quality and Resource Use in 
California, available at http://www.iha.org/pdfs_documents/resource_library/HEDIS-by-Geography-Issue-
Brief-Final-20150729.pdf (accessed Oct. 27, 2015). 

http://www.iha.org/pdfs_documents/resource_library/HEDIS-by-Geography-Issue-Brief-Final-20150729.pdf
http://www.iha.org/pdfs_documents/resource_library/HEDIS-by-Geography-Issue-Brief-Final-20150729.pdf
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III. MACRA overlooks the role of Medicare Advantage (MA) in reforming the delivery 

system.  Instead of a fragmented approach that looks at traditional Medicare 

separately from MA, CMS and Congress should consider the importance of delivery 

system reform for all of Medicare.  MA is on the same trajectory from volume to 

value, except that in some instances, MA plans offer more advanced options at the 

higher levels of risk.  MACRA, as currently structured, fails to afford adequate 

weight to risk-bearing relationships between health plans and provider groups in 

MA.  We recommend that CMS consider ways to accurately reflect the role of MA in 

a changing delivery system, particularly given that about 30 percent of seniors are 

enrolled in this critical program.  These seniors deserve widespread access to the 

superior quality, care coordination, and patient experience available in APMs. 

 

IV. Incentives for risk-bearing behavior.  MACRA provides a significant opportunity to 

move the delivery system along the continuum toward risk.  While there are very 

few risk-bearing providers in traditional Medicare today, MACRA, with its five 

percent bonus opportunity, was designed to dramatically change the landscape.  

The goal of MACRA is to provide that incentive to change behavior going forward.  

Consistent with this view, we encourage CMS to consider other options to incent 

participation in risk-bearing arrangements in Medicare (traditional and MA).  This 

includes both incentive payments and regulatory relief for risk-bearing models.  

Regulatory relief may include simplified quality reporting gates, streamlined 

approaches to electronic health records (EHR) certification, and waiving restrictive 

and burdensome fee-for-service requirements.  We encourage CMS to seize this 

opportunity to transform the delivery system.  Importantly, flexibility offered in 

traditional Medicare should similarly be offered to risk-bearing providers in MA. 

 

V. The Merit-Based Incentive Payment System (MIPS) creates an opportunity to 

prepare physicians and physician groups for the transition to risk-bearing 

relationships and should be viewed through that lens during its formation.  

Development of the MIPS category should be geared toward preparing physicians 

and physician groups to participate in risk-based APMs.  The measures across the 

four MIPS categories should prepare physicians for APM participation. 

CAPG Recommendations for Implementing the Alternative Payment Model (APM) Path 

CAPG’s Key Points 

 Medicare Advantage (MA) APMs should count in 2019 toward qualifying as an eligible 

alternative payment model.  CAPG encourages CMS to develop incentives for physicians, 

physician groups and MA plans to develop and participate in eligible APMs in Medicare 

Advantage.  Consistent with this approach, Medicare Advantage 5 Star measures that 

are attributable to physician groups should satisfy the eligible APM quality requirement. 
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 CMS should use an attestation methodology to allow physicians and physician groups to 

certify that they meet the all-payer revenue thresholds (including for MA revenue). 

 CMS should define nominal financial risk in a way that encourages movement to two-

sided risk and capitated payment models. 

Background 

Under MACRA, physicians and physician groups are offered a five percent bonus for 

participating in eligible APMs.  The statute defines an eligible APM to include certain Innovation 

Center projects, Medicare Shared Savings Program accountable care organizations, and 

demonstrations required by federal law. 

In addition, eligible APMs must: 

 Participate in a quality program comparable to MIPS;  

 Use certified EHR technology; and 

 Bear “more than nominal financial risk” or be a qualifying medical home.   

To qualify for the five percent bonus, APMs also must have a certain threshold of their Part B 

covered by professional services furnished through the APM entity.  The threshold increases 

over time.  Beginning in 2021, the statute allows eligible APMs to include “all payer” revenue, 

including Medicare Advantage, in the risk threshold calculation.  However, the statute requires 

that 25 percent of an entity’s Medicare Part B payments be attributable to an APM, even in 

the all-payer option.  This means that a physician or physician organization that is capitated in 

Medicare Advantage cannot qualify for an APM bonus unless they are also participating in an 

APM in traditional Medicare.  This is true even if nearly all of the physician or physician group’s 

Medicare revenue is in a risk-bearing arrangement in MA. 

Percentage of revenue that must be attributed to APM to be considered eligible for bonus 

2019-2020 2021-2022 2023-2024 

25% Medicare Part B 

payments attributable to APM 

entity 

Option 1: 50% of Medicare Part 

B Revenue 

Option 1: 75% of Medicare 

Part B Revenue 

Option 2: 50% of all-payer 

revenue including 25% of 

Medicare Part B Revenue 

Option 2: 75% of all-payer 

Revenue, including 25% of 

Medicare Part B Revenue 

 

a. Medicare Advantage Alternative Payment Models should Count in 2019 Toward 

the APM Threshold 

Today, Medicare Advantage enrollment makes up nearly a third of overall Medicare enrollment.  

The MA program has seen explosive growth, due in large part to the superior value it provides 

for seniors.  All indications are that this program will continue to grow at a rapid clip in the 

coming years.  MA’s inclusion in the All-Payer Threshold is an important step but does not go far 
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enough to recognize the value and importance of this program in achieving high quality, risk-

based coordinated care.  Physician groups should be able to qualify for APM incentives based on 

their participation in Medicare Advantage APMs for 2019 to 2024. 

We encourage three important steps to remedy the problem.  First, rather than a Medicare 

Part B threshold, organizations should be able to qualify based on a Medicare threshold 

(Medicare Part B and Medicare Advantage).  MA contracts that include payment with more than 

nominal financial risk should count toward achieving the Medicare threshold for 2019-2024.   

APM contracts between MA plans and physician organizations where the physician group takes 

more than nominal financial risk, including capitation, should then explicitly count toward 

achieving this Medicare threshold. 

Second, the same financial incentives for risk in traditional Medicare should be available for 

physician groups taking risk in MA.  That is to say, for a group that participates in MA, the APM 

incentive should apply to their MA revenue for physician services, not just their Part B revenue.  

This incentive should be paid directly to the physician or physician group taking the risk.  The 

structure should be the same as MACRA: once a physician organization exceeds the threshold 

for risk, bonuses should be paid equally for both traditional Medicare and Medicare Advantage.  

The amount of the bonus should be adjusted to account for the financial incentives for health 

plans (our third recommendation). 

Third, financial incentives should be available to health plans that enter into two-sided risk 

arrangements with physician groups.  With increasing frequency, CAPG hears from its 

members—among the most sophisticated risk-bearing physician organizations in the country—

that many health plans are unwilling to offer risk-bearing arrangements to capable physician 

groups.  Therefore, we encourage you to consider incentives for plans that enter capitated, 

delegated arrangements with physician groups.  We believe that this type of incentive could be 

achieved through the Star Ratings program. 

We believe this incentive structure is important for several reasons.  Research shows that 

Medicare Advantage, when offered through an integrated, capitated delivery system (which is 

an APM and should be deemed as such), provides higher quality for seniors than traditional 

Medicare.  The quality difference is striking.  For example, some CAPG members have 

readmission rates as low as six or eight percent as compared to a fee-for-service average 

readmission rate that hovers around 18 percent.  Medicare Advantage plays a crucial role in 

advancing high quality care for seniors. 

In addition to being a high value option for seniors, Medicare Advantage plays a critical role in 

delivery system reform.  While physician relationships with health plans generally are on the 

same trajectory from fee-for-service to alternative payment models, Medicare Advantage has 

the distinct advantage of having already “reached the destination” when it comes to risk-

bearing relationships with providers.  While not every arrangement between a plan and 

physician is risk bearing, Medicare Advantage is the one place today where two-sided risk-

bearing relationships between payers and providers not only exist, but succeed.  Some CAPG 

members currently participate in two-sided risk arrangements, including capitation, with health 

plans in Medicare Advantage.  Other CAPG members are actively seeking out these 

relationships.  But there are still large swaths of the United States where these types of risk-
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bearing relationships do not exist and should be encouraged. CAPG has tried to gather 

information about what percentage of MA is tied to risk-bearing or capitated arrangements, but 

has not been able to determine the percentage with certainty.  We estimate that less than 20 

percent of MA is currently capitated when considering the relationship between the health plan 

and the physician group.  This represents substantial opportunity to improve care for seniors. 

As a final note, the Affordable Care Act sought to achieve parity between Medicare Advantage 

and traditional Medicare, bringing the MA benchmarks, on average, to 100 percent of fee-for-

service across the country.  We believe that MACRA has inadvertently tipped the balance in 

favor of traditional Medicare, offering payments substantially above 100 percent of fee-for-

service in traditional Medicare but not in Medicare Advantage.  Yet all the while, MA has offered 

the most innovative, advanced payment arrangements in Medicare.  CAPG looks forward to 

continuing to work with Congress and the Administration to explore ways of advancing delivery 

system reform across all of Medicare. 

b. Certification of the All-Payer, Medicare Payment Threshold 

Under current law, MACRA allows physicians, beginning in 2021, to count their all-payer 

revenue toward the threshold for eligibility for an APM bonus.  In the RFI, CMS asks how it can 

certify the all-payer threshold and how this information can be shared with CMS.  CAPG 

recommends that physicians and physician organizations certify or attest to the nature of their 

relationships with payers and as to whether the physician or physician group meets the 

threshold requirements for the all-payer category.  We believe that the attestation approach 

has been used successfully in other contexts and can and should be done here as well. 

CMS should work with physicians and physician groups to develop a categorization of these “all-

payer” relationships.  The HHS Learning & Action Network framework may serve as a basis for 

these categories.  Physicians and physician groups could then allocate their existing relationships 

among those categories for purposes of determining whether those arrangements are or are 

not at risk and whether the overall picture meets the revenue threshold requirement. 

c. Nominal Financial Risk 

Eligible APMs can receive a five percent bonus for participating in an APM that takes “more than 

nominal” financial risk. In the RFI, CMS is asking for feedback as to what constitutes nominal 

financial risk. 

CAPG has repeatedly called on the agency to encourage the transition to risk-bearing financial 

models.  CAPG members have learned firsthand that downside financial risk is necessary to 

induce meaningful change in the healthcare delivery system.  We specifically have asked CMS to 

make more capitated payment models available in traditional Medicare and are pleased that 

CMS announced it will be testing capitation through the Next Generation ACO model.   

As to the definition of “more than nominal financial risk” we believe that Congress intended to 

encourage the adoption and spread of two-sided risk payment models.  And we believe that 

CMS should adopt a definition consistent with that view.  Today, upwards of 90 percent of ACOs 

are participating in the Track One, upside-only shared savings program.  The number of 
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participants in this program has far exceeded expectations.  What we have not seen is the 

uptake of two-sided risk models—the very models that are critical to controlling cost, enhancing 

quality and truly reforming the delivery system. 

To continue to drive toward meaningful delivery system reform and risk-bearing payment 

arrangements, we encourage CMS to carefully consider the arrangements that qualify as taking 

“more than nominal financial risk.”  We believe that the incentives in MACRA have tremendous 

potential to shape the delivery system and further encourage experience with risk-bearing 

models, including capitation.  Therefore, we believe the definition of “more than nominal 

financial risk” should require some accountability for downside risk in the APM payment 

methodology, for example the payment models in Track 2 and 3 Medicare Shared Savings 

Program (MSSP) ACOs and Next Generation ACOs. 

We understand that in this construct a non-risk bearing ACO, for example a Track 1 ACO, would 

be in the MIPS path.  We struggle with how the agency should treat Track 1 ACOs in a way that 

continues to foster interest in that program as an entryway to risk arrangements.  Consistent 

with this concern, we recommend an approach that would provide some relief on the MIPS path 

for these organizations.  Our recommendation is described in greater detail below. 

We look forward to working with CMS to further define the APM pathway. 

d. Eligible Alternative Payment Models 

Eligible APM entities are those that meet requirements for quality, certified EHR capabilities and 

nominal risk or specific medical homes.  CMS has a number of questions about the formation 

and requirements for eligible APMs. 

CMS asks what entities should be considered eligible APM entities.  The definition should 

encompass yet-to-be developed APMs in addition to ACOs and other existing APM entities.  We 

encourage CMS to maintain a definition broad enough to encompass the variety of existing 

operational structures and forms that participate in APMs. 

CMS asks what criteria should be considered in determining if quality measures are “comparable 

to MIPS” for purposes of meeting the quality performance requirement for an ACO.  As 

mentioned in the MACRA framework above, we encourage CMS to use its regulatory authority 

to provide additional incentives for risk-based coordinated care.  We believe that the quality 

measurement is one area where regulatory flexibility can encourage participation in risk models.  

We therefore recommend that CMS come up with a simplified quality gate for eligible APM 

participants.  We believe that the impact of quality on shared savings payments in APMs 

sufficiently encourages high quality care. 

In addition, we believe that a measure set that includes all of the existing Medicare Advantage 5 

Star Ratings Measures attributable to physician group performance should be deemed 
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“comparable to MIPS” such that it satisfies the quality component of an APM.  The list of 

measures we would include for this purpose is attached. 

CMS also asks what should constitute certified electronic health record technology for purposes 

of the APM path.  Again, we encourage CMS to consider this an opportunity to encourage the 

development of risk-based coordinated care by lightening the burden on EAPM participants.  

We believe the APM path should have a simplified requirement around certified health IT 

capabilities. 

The core functions CMS should look for are: standardized electronic data capture, ability to 

share information across settings or health information exchange, and a member portal for 

accessing labs and other information. 

e. APM Attribution  

For years, CAPG has called on CMS to improve the attribution/alignment methodology in the 

shared savings program to better enable physicians to determine in advance the population for 

which they are accountable. 

MACRA’s structure, particularly given the revenue or patient threshold requirements for eligible 

APMs, highlights our concerns about the current alignment methodologies.  To ensure that they 

will qualify for the eligible APM pathway, physicians will want to know that their revenue or 

patient counts meet the threshold requirements, or alternatively, whether they need to 

participate in MIPS.  We are concerned that the current attribution model may make it difficult 

for some physicians to predict in advance whether they will meet the thresholds.  This is 

particularly of concern for physicians in independent practice association (IPA) models. 

We again call on CMS to continue to pursue both prospective alignment models and tools to 

foster greater beneficiary “stickiness” in APM models.  The population for which the physician is 

accountable must be clearly defined in advance so physicians can make informed decisions 

about their participation in either MIPS or APMs.  In addition, we emphasize the importance of 

communicating with the physician community in a timely fashion about APM eligibility, 

particularly around the threshold calculations. 

f. Timing 

Finally, with regard to existing APM models, and particularly the Medicare Shared Savings 

Program models, we are concerned about the timing of the ACO contract cycle and how it fits 

with MACRA implementation.  For example, our understanding is that an MSSP ACO that enters 

a three-year contract cycle as a Track One ACO is locked into that upside-only model for three 

years.  We believe that, given the time-limited nature of the APM incentives, ACOs should be 

permitted to advance to greater levels of risk within their three-year contract cycle.  If the 

overall goal is to encourage greater participation in risk-bearing arrangements, limiting the 

flexibility to take on risk as they are ready seems at cross purposes with achieving the objective.  
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We encourage CMS to explore ways to offer ACOs the flexibility to move into risk at the 

beginning of each performance year, rather than only at the beginning of the three-year 

contract cycle. 

Developing New Physician Group–Focused Payment Models 

CAPG’s Key Points 

 CAPG is concerned that the current MACRA eligible APM framework relies too heavily 

on the Medicare Accountable Care Organization (ACO) programs.  To address this issue, 

CAPG recommends that CMS: 

o Make improvements to the existing Medicare Shared Savings Program, including 

improving the attribution model and offering more incentives for beneficiaries 

to seek care from the ACO. 

o Rapidly develop and deploy additional eligible APM models for organizations 

with experience taking financial risk and clinical accountability for their patient 

populations. 

MACRA creates a Physician Focused Payment Models Technical Advisory Committee (TAC) with 

the goal of reviewing new APMs and recommending to the HHS Secretary that certain APMs be 

tested.  In the RFI, CMS asks for feedback as to what criteria the TAC should use to evaluate new 

APMs. 

Our member organizations that take full capitation in Medicare Advantage have long looked for 

an opportunity to bring the benefits of coordinated, capitated care to the traditional Medicare 

population.  While the Next Generation ACO program represents an important step in that 

direction, we hope that the TAC will continue to aggressively and quickly build out the risk curve 

for those that are ready to take capitated payments and accountability for population health in 

traditional Medicare. 

We are concerned that the landscape today offers relatively limited options for physicians and 

physician groups that want to move into the APM path.  For many physician organizations, it 

seems that the accountable care organization program is the only option in traditional 

Medicare.  This raises concerns for CAPG members and physician organizations across the 

country.  The Medicare Shared Savings Program and Pioneer ACO programs have delivered 

some quality improvements and cost savings for organizations.  However, further improvements 

are necessary if that program is to have a viable long-term future.  While the entire ACO 

community awaits an improved benchmarking proposal from the agency, we believe that other 

aspects of that program remain barriers for provider organizations.  We continue to believe that 

changes to the program, including modifying beneficiary cost sharing and creating other 

solutions to the problem of leakage, are necessary for this program to fulfill its potential.  

In addition to continuing to improve the existing programs, we agree with MACRA’s authors that 

more models are necessary and should be tested as soon as possible.  These models should go 
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further to build out risk-bearing options, heading toward more MA-like capitated options.  While 

we see many options for organizations just entering the ramp to risk (bundled payment models, 

track one Accountable Care Organizations, and others), we see very few options for those 

organizations that are more experienced with risk. 

We recommend that the criteria for TAC approval focus on models that: 

 Are physician group–centric; 

 Include organized systems for the delivery of care and assurance of quality; 

 Include pre-paid payment for a defined population, e.g., capitation; 

 Include advanced primary care capabilities; 

 Include a care team whose members are practicing at the top of their license; 

 Include quality measures to ensure high quality care; 

 Include an electronic health record system; and 

 Include incentives for beneficiaries to actively participate in their health and healthcare, 

including through the selection of a specific care delivery model option. 

While we believe that there are more advanced models that can be tested, we also believe that 

there should be a finite universe of models tested.  We note that many successful commercial 

and Medicare Advantage models across the country are already working well for patients and 

providers.  We encourage the agency to review those models and adopt elements of successful 

ones. 

CAPG has developed an APM model, the Third Option.  This model is intended to build on the 

experience of the accountable care organization but also to offer options for those organizations 

that desire higher levels of risk and patient accountability.  We encourage inclusion of the Third 

Option as an APM in the future.  A description of the Third Option is attached. 

CAPG Recommendations for Implementing the Merit-Based Incentive Payment (MIPS) System 

CAPG’s Key Points: 

 MACRA provides a critical moment to align performance measures across payers.  CAPG 

encourages CMS to seize this opportunity and align MIPS with Medicare Advantage 

measures for physicians and physician groups. 

 As CMS develops MIPS, the agency should focus on measures that contribute to a high-

functioning, coordinated delivery system.  MIPS should focus on preparing organizations 

to move into alternative payment models.  

 Where possible, CMS should maintain flexible policies to allow physicians and physician 

groups to utilize a variety of business structures to best accommodate their patients and 

organizational structures (e.g., medical groups or independent practice associations). 
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Background 

Under the MIPS path, physicians and physician groups are subject to a potential bonus or 

penalty depending on their performance. MIPS comprises four performance categories: (1) 

quality, (2) resource use, (3) electronic health records, and (4) clinical practice improvement 

activities.  In MIPS, the eligible professional will receive a composite score that will determine 

whether there is a penalty or bonus.  The amount of the bonus or penalty increases over time, 

with the potential for additional bonuses due to a scaling factor and exceptional performance. 

Answers to CMS MIPS Questions 

a. Creation of a New MIPS Identifier 

In the RFI, CMS asks for feedback as to whether the agency should use a MIPS eligible 

professional (EP) tax identification number (TIN) or national provider identifier (NPI), or create a 

new MIPS identifier.2  CAPG encourages CMS to adopt a new MIPS identifier and to deploy a 

flexible approach for providers to identify which TINs fall within the MIPS identifier. 

CAPG member physician organizations differ in terms of how they are organized.  While some 

physician groups may have a single TIN, some of our groups and independent practice 

associations consist of numerous TINs.  As an example, one medical group may consist of 

upwards of 30 unique TINs.  For MIPS purposes, the group may want a single score across all 30 

of those TINs, or the group may want to aggregate TINs in specific combinations depending on 

the nature of the group.  To best accommodate the variety of physician groups across the 

country, we encourage CMS to develop a unique MIPS identifier.  We also believe that this 

approach has the added benefit of aligning with the approach CMS currently uses in the 

Medicare Shared Savings Program (MSSP) Accountable Care Organizations (ACOs). 

b. MIPS Category 1: Quality Performance Activities 

One of the four categories for measuring MIPS performance is quality.  For purposes of this 

category, we believe that it is important for CMS to develop the measures set with an eye 

towards alignment across programs.  We continue to believe that the agency’s ultimate goal 

should be empowering consumers to choose providers across fee-for-service, Medicare 

Accountable Care Organizations, and Medicare Advantage with “apples to apples” quality 

information to guide their decisions.  MACRA represents an important opportunity to create 

such an alignment and to facilitate true comparisons for patients and their families. 

CAPG recommends that the agency take this opportunity to align the MIPS and APM measures 

in traditional Medicare to the CMS Medicare Advantage (MA) 5-Star Rating Program.  We 

                                                           

2 80 Fed. Reg. 59,104 (Oct. 1, 2015). 
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believe the MA measures that are applicable to physicians and physician groups are a better 

indicator of provider performance. 

We additionally note that CAPG is engaged in the Core Measures Collaborative along with a 

number of other critical stakeholders, including the National Quality Forum and CMS.  We 

believe that the Collaborative’s work should be considered in future measures development. 

c. MIPS Category 2: Resource Use Measures 

In the RFI, CMS seeks input on the resource use performance category.  Currently, CMS uses the 

following cost measures: (1) total per capita cost for all attributed beneficiaries; (2) total per 

capita costs for beneficiaries with specific conditions; and (3) Medicare spending per beneficiary.  

We note that the value modifier also uses an all-cause hospital readmission measure. 

In general, we encourage CMS to focus the MIPS categories on measures that are commonly 

used in other contexts.  Along those lines, we suggest that the agency consider incorporating 

important measures such as readmissions, days per thousand, and ED visits.  These measures 

are both instructive in improving the delivery system and commonly used.  For example, they 

are currently used in California’s statewide pay-for-performance program.3 

CAPG recommends that CMS consider including a measure of resource utilization in the last six 

months of life. We believe that this measure has the benefit of encouraging appropriate use of 

services at the end of life and incenting decisions that are better for patients, in addition to 

reducing Medicare costs.  In addition, we believe that readmission rates are a useful measure, 

particularly for provider groups that are moving into risk-based contracting. 

d. MIPS Category 3: Electronic Health Records Measures/Meaningful Use 

We note that integrated delivery systems, like those CAPG represents, demonstrate better 

management of patient populations, coordinated care, and patient engagement, and the ability 

to monitor and report quality because of their shared electronic medical records and 

standardized processes.  CAPG believes that this ability to communicate is critical to building a 

coordinated care delivery model.  We encourage CMS to prioritize measures that promote the 

standardized system of data sharing over complex, burdensome certification requirements. 

e. MIPS Category 4: Clinical Practice Improvement Activities 

One of the four categories of performance that will make up the MIPS is “clinical practice 

improvement activities.” The statute defines these activities as those identified by relevant 

                                                           

3 Integrated Healthcare Association (IHA), Healthcare Hot Spotting: Variation in Quality and Resources Use 
in California, available at http://www.iha.org/pdfs_documents/resource_library/HEDIS-by-Geography-
Issue-Brief-Final-20150729.pdf.  

http://www.iha.org/pdfs_documents/resource_library/HEDIS-by-Geography-Issue-Brief-Final-20150729.pdf
http://www.iha.org/pdfs_documents/resource_library/HEDIS-by-Geography-Issue-Brief-Final-20150729.pdf
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eligible professional organizations as improving clinical practice or care delivery and likely to 

result in improved outcomes. 

The statute itself outlines several clinical practice improvement areas that Congress had in mind: 

expanded practice access, population management, care coordination, beneficiary engagement, 

patient safety, and participation in an alternative payment model.  Based on the language of the 

statute, CAPG believes this category is intended to prepare physicians and physician groups for 

the move to APMs in the future. In the RFI, CMS seeks comment on additional potential 

subcategories, including promoting health equity, social and community involvement, achieving 

health equity for underserved populations, emergency preparedness and response, and co-

location of behavioral health. 

In light of the framework set out above, we encourage CMS to think about how the Clinical 

Practice Improvement category facilitates the journey from fee-for-service, with a quality link to 

APM, to risk-bearing APM.  This journey to create risk-ready APM, or to prepare physician 

organizations to accept financial and clinical risk from payers, is intimately familiar to CAPG 

members.  CAPG members across the country are taking financial risk from payers in Medicare 

Advantage, Medicare ACOs, Medicaid, and commercial arrangements. 

To prepare for and assist in this journey, the CAPG Board of Directors created the Standards of 

Excellence™ Survey.  Beginning in 2006, CAPG established Standards of Excellence (SOE™) as an 

annual, comprehensive survey of coordinated care infrastructure for accountable physician 

groups.  The survey examines the attributes of a successful, financially and clinically accountable 

physician organization.   Participating CAPG member groups respond to questions in six 

domains: 

 Domain One: Care management practices – measures high complexity case 

management, behavioral health integration, post-hospital discharge care continuity and 

coordination, and advanced illness management. 

 Domain Two: Information technology – use of registries for prevention, screening, and 

chronic conditions, meaningful use, and pay-for-performance participation. 

 Domain Three: Accountability and transparency – financial standards, patient 

satisfaction, clinical performance data, and hospital liaison. 

 Domain Four: Patient-centered care – timely access capabilities, after-hours access to 

PCP or urgent care; culture and language services, preventive screenings and reminders, 

home supports for seniors, shared decision making and patient advisory committee. 

 Domain Five: Group support of advanced primary care – team-based care, community 

engagement and education, primary care practice coaching. 

 Domain Six: Administrative and Financial capability – elements of readiness to assume 

financial risk from payers. 

All of the domains are scored and publicly reported, with the exception of domain six.  Physician 

organizations are scored on a five star system, with five stars being the highest and zero stars 
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being the lowest.  The ratings are publicly announced at CAPG’s annual meeting and are posted 

on our website.   

In the survey’s most recent year, 98 medical groups and independent practice associations 

participated in the assessment, covering 11.3 million people in commercial insurance, including 

Medicare Advantage.  Sixty-five physician organizations achieved five star status in 2015. 

CAPG recommends that CMS rely heavily on the SOE survey to develop the clinical practice 

improvement category of the MIPS.  We believe that this survey best reflects the capabilities of 

practices ready to take the next step into APMs because it was developed in part by physician 

groups currently taking financial risk from payers.  With the exception of Domain Two, which is 

likely covered by the meaningful use MIPS category, we believe that all of the domains in the 

survey are appropriate areas for measurement of clinical practice improvement. 

f. MIPS: Potential for Unintended Consequences 

Controlling the Overall Number of MIPS measures.  As we think about the four MIPS categories 

of quality, resource use, meaningful use, and clinical practice improvement, as well as the 11 

proposed subcategories in category 4, we are concerned about the overall number of measures 

that CMS plans to develop for MIPS.  We encourage CMS to be mindful of the overall number of 

measures that must be reported to be successful in MIPS.  We believe that a tailored set of 

measures aimed at preparing providers to take on financial risk will best achieve the overall 

delivery system goals. 

Encouraging the Development of Non-Eligible APMs on the Path to Bonus Eligibility.  As we 

understand MACRA, the statute creates the potential for a broad universe of Medicare 

alternative payment models and a narrower subset of “eligible APMs” that will qualify for a five 

percent incentive payment.  This means that there will be APMs that do not qualify for the five 

percent bonus (i.e., not every APM is an eligible APM) and will have to participate in MIPS. 

While this construct aligns with MACRA’s overall goals of moving providers to risk-based 

arrangements, we believe that there should still be incentives for organizations to get “on the 

ramp” to risk.  That is to say, for MIPS purposes, an organization in a Track One ACO should not 

be treated the same as an individual or organization that is not engaged in any alternative 

payment model.   A Track One ACO and other non-risk bearing alternative payment models are 

still taking steps toward risk, beginning care coordination activities, and otherwise preparing for 

risk arrangements, and those steps should be recognized in the MIPS program in some way. 

One way to do this might be to give credit or partial credit in one or two of the four MIPS 

categories, such as quality and clinical practice improvement. Many alternative payment models 

already base payment of shared savings on quality performance.  Therefore, affording a non-

eligible APM some credit in this category could provide relief while still encouraging high quality 

performance.  As to clinical practice improvement, we believe that these activities should be the 

type that APMs are already undertaking to fulfill their obligations under the model.  Therefore, it 
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may make sense to afford the APM some credit for their score on this category as well.  MACRA 

explicitly contemplates credit for this type of participation, stating that “participation by a MIPS 

eligible professional in an alternative payment model . . . shall earn such professional a 

minimum score of one-half of the highest potential score for the performance category . . . .”4  

We believe that this MIPS partial credit approach will encourage organizations to stay on the 

path to risk without dampening the incentive to move to two-sided risk and capitation. 

Conclusion 

MACRA presents a new and exciting opportunity to transform care delivery in Medicare.  The 

challenges facing the Medicare program are well-documented.  As the number of Medicare-

eligible seniors grows and cost pressure continues, we know that fee-for-service is 

unsustainable.  MACRA is intended to take a bold step toward ensuring a sustainable future for 

Medicare.  This requires a massive and swift shift from fee-for-service to alternative payment 

models.  The transformation must be systemic and must completely overhaul the existing 

fragmented delivery model.  Two-sided risk arrangements have the potential to dramatically 

improve the quality of care and to contain costs in the Medicare program.  We appreciate the 

enormity of the task CMS has in front of it – completely overhauling the physician payment 

system into one that is geared to offer high quality, efficient, coordinated care.  CAPG looks 

forward to working with you throughout the rulemaking process.  If you have any questions, 

please do not hesitate to contact us. 

Sincerely, 

 

Donald H. Crane  

 

                                                           

4 MACRA, Public Law 114-10 (April 15, 2015) at 129 Stat. 102. 
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Pursuant to a grant from the California HealthCare Foundation, the Integrated Healthcare 
Association (IHA) performed a study based on data from 11 participating plans (including Kaiser 
Permanente) for 19 million lives, approximately one half of California’s population.  

The IHA brief concludes that “health plan products that rely on integrated care delivery 
networks, such as HMOs and Medicare Advantage, generally have higher quality scores 
without using more resources.”  Several findings from the brief are highlighted below. 

 Medicare Advantage outperforms traditional Medicare on all three resource use
measures: readmissions, ED visits, and inpatient bed days (Table 1).

 Medicare Advantage has consistently high performance across clinical quality measures,
outperforming the average clinical quality performance across all product lines (Table 2).

 There is a substantial difference in utilization rates between Medicare Advantage and
FFS Medicare.  Medicare Advantage is about 40 percent more efficient than FFS.

Table 1: Resource Use Measures: Traditional Medicare Compared to Medicare Advantage 

   CALIFORNIA STATEWIDE AVERAGE 

Measure 
Traditional 
Medicare 

Medicare 
Advantage 

Readmissions (% of admissions) 18.4 11.2 

ED Visits (per thousand member years) 567 372.3 

Inpatient bed days (per thousand member 
years) 

1,363 758.3 

Table 2: Clinical Quality Measures: MA Compared to all Products (e.g., Commercial, Medicaid) 

   CALIFORNIA STATEWIDE AVERAGE 

Measure 
Medicare Advantage All Product Lines 

Breast Cancer Screening 86.8% 80.7% 

Colorectal Cancer Screening 79.4% 67.1% 

Blood Sugar Control for People 
with Diabetes 

77.9% 62.4% 

Blood Sugar Screening for 
People with Diabetes 

95.0% 89.3% 

Kidney Disease Monitoring for 
People with Diabetes 

95.8% 87.5% 

Medication management for 
people with asthma 

N/A 39.7% 

To view the full IHA Brief, visit http://www.iha.org/pdfs_documents/resource_library/HEDIS-by-
Geography-Issue-Brief-Final-20150729.pdf.  

http://www.iha.org/pdfs_documents/resource_library/HEDIS-by-Geography-Issue-Brief-Final-20150729.pdf
http://www.iha.org/pdfs_documents/resource_library/HEDIS-by-Geography-Issue-Brief-Final-20150729.pdf


Medicare Advantage 5 Star Measures Constituting a Measures Set “Comparable to MIPS” for Eligible 
APM Purposes 

Cardiovascular 

1. Proportion of Days Covered by Medications: Renin Angiotensin System (RAS) 
Antagonists 

2. Proportion of Days Covered by Medications: Statins 

Diabetes 

3. Diabetes Care: HbA1c Poor Control > 9.0% 

4. Diabetes Care: Medical Attention for Nephropathy 

5. Diabetes Care: Eye Exam 

6. Proportion of Days Covered by Medications: Oral Diabetes Medications 

Musculoskeletal 

7. Disease Modifying Anti-Rheumatic Drug Therapy for Rheumatoid Arthritis 

8. Osteoporosis Management in Women Who Had a Fracture 

Prevention 

9. Adult BMI Assessment 

10. Breast Cancer Screening: Ages 50-74 

11. Colorectal Cancer Screening: Ages 50-75 

12. High Risk Medication 

Resource Use 

13. All-Cause Readmissions 
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CAPG’s PROPOSAL TO CREATE A NEW MEDICARE OPTION:  
 

THE THIRD OPTION 
 
 
Introduction 
  
Decades of experience show that coordinated care delivers higher quality, lower 
cost healthcare than any other model of care. Currently, Medicare beneficiaries 
are presented with two choices for Medicare participation: Original Medicare and 
Medicare Advantage.  Neither model is perfectly designed to achieve the high 
quality, low cost healthcare our seniors deserve.  Furthermore, our fiscal situation 
requires that more be done to control costs in the healthcare system. Original 
Medicare allows unfettered freedom of choice in the beneficiary’s selection of 
physicians, but this fee-for-service model is widely acknowledged to be 
fragmented, inefficient, impervious to quality improvement, and financially 
unsustainable.  Medicare Advantage is considered by many to be the best 
example of coordinated care, but there have been concerns in the past regarding 
the cost of the program to the Government as compared to Original Medicare. 
 
There is an emerging consensus that something innovative is needed in addition 
to traditional Medicare and Medicare Advantage. Several think-tanks and other 
stakeholders have recommended concepts for improving Medicare, reforming the 
delivery system, and delivering healthcare at a lower cost trend. 
 
We too believe that a better, more innovative program needs to be added to the 
currently available Medicare options.  CAPG developed this policy paper based 
on our extensive experience with capitated, coordinated care to present 
recommended design elements for what we are calling “The Third Option.” The 
proposal outlined below is an evolution and amalgam of extensively tested 
delivery models, addressing the flaws of existing models and incorporating 
sensible elements already proven to be successful. 
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Design Elements for the Third Option 
 
Clinically Integrated Organizations 
 
Under our proposed Third Option, CMS would contract directly with clinically 
integrated organizations (“CIOs”). CIOs may be existing physician organizations 
or newly formed entities. 
 
The CIO would be explicitly physician group centric.  However, other providers 
could take ownership stakes, or could accept a measure of risk and 
accountability through affiliation agreements.  This could include a broad 
spectrum of health care providers, including physicians, hospitals, nursing 
homes, home health organizations and other entities wishing to be accountable 
for the delivery of coordinated care to a defined population across the continuum 
of care. The CIOs would feature team-based care, led by primary care physicians 
and supported by other primary care providers operating at the top of their 
licenses (e.g., nurse practitioners, physicians’ assistants, pharmacist, social 
workers). 
 
Active Beneficiary Enrollment 
 
Beneficiaries could enroll in a CIO at any time throughout the year.  Beneficiaries 
would have a choice among traditional fee‐for‐service Medicare, Medicare 
Advantage, and a CIO. When the beneficiary elects the CIO, the beneficiary 
would also elect a primary care physician associated with the CIO. The 
beneficiary would then commit to receiving services in the CIO model for one 
year.  Experience has taught us that active, intentional enrollment by an engaged 
and informed beneficiary is vastly superior to the retrospective attribution models 
that CMS has experimented with in the MSSP and Pioneer ACO programs. 
 
By allowing enrollment throughout the year, this program would permit CIOs to 
efficiently employ their own sales staffs.  This will enhance the accountability of 
the organization to its beneficiaries, from the point of sale onward.   
 
To facilitate the election of the Third Option, quality and service information about 
available CIOs would be made available to the beneficiary. This CIO level 
information would be developed by stakeholders, including physicians, approved 
by CMS, and then disseminated by both CMS and the CIO to allow consumers to 
make fully informed choices about their care. Beneficiaries would be empowered 
with information regarding the package of services available under each of the 
three models, including any additional care management programs or benefits. 
 
Benefits 
 
The Third Option would cover the standard Medicare Part A and Part B benefits. 
CIOs would have the option to work with a Medicare drug plan to offer Part D 
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benefits as well, but CIOs would not be required to offer pharmacy benefits.  If 
the CIO did not offer Part D benefits, such benefits would continue to exist 
alongside the Third Option.  
 
Premium 
 
In the Third Option, the Part B premium would be reduced for beneficiaries that 
(1) select the Third Option for a fixed one year period; and (2) actively select a 
primary care physician within the CIO who will be charged with coordinating all 
aspects of the enrollee’s care.  The percentage to be waived is to be determined 
with the aim of providing sufficient incentive for beneficiaries to select our 
proposed Third Option while at the same time providing sufficient funding for the 
program.  This partial waiver of premium, coupled with the provisions relating to 
Medicare Supplemental insurance below, should make the Third Option an 
attractive alternative for seniors. 
 
Beneficiary Alignment 
 
As with Original Medicare, beneficiaries would be free to access services from 
any Medicare contracted physician. However, to incentivize beneficiaries to 
access care in‐network as directed by their chosen primary care physician, 
services rendered by out‐of‐network providers would be subject to higher out of 
pocket costs. Prior authorization for certain high cost services would be required. 
The higher cost-sharing for use of services outside the CIO is designed to 
achieve the twin goals of allowing freedom of choice but incentivizing the 
efficiencies and higher quality that can be obtained by consistently accessing a 
highly organized, financially aligned, and electronically connected network of 
team-based providers. To encourage beneficiaries to seek needed care, 
including preventive care services, beneficiaries would not need to pay a 
deductible and would have no copayments for preventive services. To provide 
beneficiaries with additional incentives to access service in-network, Medicare 
supplemental insurance policies sold to CIO beneficiaries would be required to 
provide coverage for in-network services only.  Beneficiaries would remain free to 
access services out-of-network, but would do so without the benefit of 
supplemental insurance coverage. 
 
Payment to CIOs 
 
Using regional historical Part A and Part B cost information, CMS would each 
year establish an actuarially sound, risk adjusted, global capitation payment to be 
made to the CIO for the entire population assigned to the CIO through the 
beneficiary selection process described above. CIOs would be free to accept 
these cap rates, or elect not to enter into a contract with CMS.  The capitation 
amount would be published in advance, to allow CIOs to decide whether to 
continue participation, and to permit an orderly transfer of beneficiaries to other 
options if the CIO found that the proposed capitation was inadequate. 
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CMS would pre‐pay this amount to the CIO each month in lieu of Medicare Part 
A and Part B fee‐for‐service payments for those beneficiaries, thus creating the 
alignment and incentives to produce lower cost trend and higher quality than 
experienced in the past. The CIO would be responsible for the payment for all 
professional and hospital services, whether provided in-network or out of 
network. 
 
In addition to base capitation, CIOs would be eligible to receive incentive 
payments for meeting certain quality targets much as Medicare Advantage 
organizations do in the Medicare Advantage 5 Stars program. Importantly, the 
incentives would be paid to the CIO organization, not to individual physicians or 
health plan intermediaries.  This will foster alignment of incentives with high 
performing physicians within the CIO. 
 
 
Administration and Operations 
 
Rather than building expensive health plan infrastructure and capacity, CMS 
would, at its expense, contract with one or more highly capable Affiliated Service 
Organizations (“ASOs”) to administer the eligibility and enrollment process, make 
the global capitation payments, receive encounter data from the CIOs, operate 
the quality and incentive bonus program, and conduct all other functions 
necessary to operate the Third Option.  In particular, the ASO will be necessary 
to handle the complexities associated with administering differential cost sharing 
for the out‐of‐network benefit.  CMS may elect to contract with one or more 
national insurance carriers with the existing infrastructure and systems necessary 
to rapidly implement this program at scale.  The expectation is that the use of 
national health plans in this ASO, non-risk bearing capacity will result in lower 
cost for these services than currently experienced within Medicare Advantage.  
This ASO model will mimic the use of an ASO by self insured employers in the 
commercial context. 
 
Quality and Efficiency Measurement 
 
To ensure that the CIOs have a strong business case for the delivery of high 
quality care, CIOs would be required to maintain a pay‐for‐excellence program to 
incent their downstream providers to deliver high quality care.  The compensation 
payable to providers under these programs would be paid by the CIO from the 
global capitation it receives, and would not be deducted or withheld from the 
capitation paid by CMS to the CIO.  Under this program, incentive compensation 
of as much as 15% of total provider compensation will be tied to high 
performance on quality measures, a model which has been demonstrated to 
successfully drive provider behavior.  Individual CIO performance would be 
publicly reported. Quality measures would be developed, tested, and rolled out 
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consistent with accepted practices. These measures would apply and be 
reported at the level of the CIO, rather than individual provider level. 
 
CIO performance on these quality measures would be publicly reported so that 
beneficiaries will be able to make informed decisions during enrollment.  These 
measures should be the same as, or align closely with, measures in Medicare 
Advantage Stars program and Original Medicare so that beneficiaries can readily 
compare the three options. 
 
Organization Eligibility 
 
CIOs that wish to participate in the Third Option must be credentialed and 
certified by an independent third party organization. We believe that the criteria 
for certification should include: (1) ability to accept and distribute globally 
capitated, population‐based payments; (2) care management processes; (3) 
health information technology; (4) patient centered care; (5) primary care 
team‐based approach; (6) physician leadership; and (7) meeting state licensing 
requirements and solvency standards. 
 
Conclusion 
 
Medicare provides healthcare coverage for over 50 million Americans.  Over the 
coming decade, enrollment is expected to increase due to a combination of 
longer life spans and an aging baby boomer generation. We must do more to 
address the flawed incentives of the fee‐for‐service payment system in order for 
the program to meet the demands of the future. The Third Option described 
above would provide for a payment, delivery, and benefit model that will foster 
both financial and clinical integration across the entire continuum of care, 
creating a far more optimal model that can deliver the lower cost, better care, and 
better service our nation’s seniors deserve.    
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