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THE EVOLUTION OF CMMI 
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New CMS leadership

• Congress created the CMS Innovation Center for the purpose of testing “innovative payment and service delivery 
models to reduce program expenditures…while preserving or enhancing the quality of care”

• Between October 2014 and November 2016, CMMI announced or tested 39 new payment & delivery models

• These CMMI models have included more than 207,000 providers and more than 18 million patients in all states



CMMI FOCUS IS SHIFTING 

7

2016 focus areas:

• Implementation of models

• Monitoring & optimizing results

• Evaluation and scaling of models

• Integrating innovation across CMS

• Portfolio analysis and development of new 
models to round out portfolio 

2017 focus areas:

• Reducing administrative and regulatory burdens

• Increasing focus on voluntary models 

• Seeking industry-driven innovations

• Promoting provider choice and competition  

• Eliminating unsuccessful models 



CMS ACTIVITIES ALREADY REFLECT THIS NEW DIRECTION  
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Increased focus on voluntary models
• CJR rollback and EPM cancellation
• BPCI Advanced still expected  

Efforts to reduce burdensome requirements
• QPP updates alleviating participation and burden
• RFI on reducing regulatory burdens of the ACA 
• Several FY 2018 Medicare payment rules with provisions to streamline requirements 
• “Patients Over Paperwork” Initiative
• “Meaningful Measures”

Seeking industry-driven innovations and feedback
• PTAC endorsement
• CMMI RFI soliciting feedback for new model designs
• Verma’s national tour gathering stakeholder perspectives
• New Medicaid policies giving states more freedom to design innovative programs 



NEW CMMI STARTED SLOW, BUT GAINING MOMENTUM 
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2017
Pediatric APM 

Opportunities RFI 
released

Mandatory EPMs 
delayed

Mandatory EPMs 
cancelled and CJR 

rolled back

RFI issued outlining 
new CMMI 
direction 

Medicare-Medicaid ACO 
Model cancelled

Results from 4 ACO programs 
released quietly without 

press release

Shared Decision Making 
Model cancelled

Public summit seeking 
ideas for Behavioral 

Health APM

Secretary responds to 3 
proposed PTAC models

Pennsylvania Rural 
Health Model 

announced 

DPP Expanded Model 
implementation 

policies proposed

BPCI results & 
preliminary CJR results 

released quality without 
press releases

Note: Timeline does not include general order items (existing model participants announced, materials/webinars posted, etc.)

BPCI Advanced still 
expected



CMMI STILL COMMITTED TO VALUE, THOUGH MODEL 
FOCUS IS SHIFTING 
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Recent CMMI RFI outlines priority areas for new model development: 
• Consumer-directed care & market-based innovation models
• Physician specialty models
• Prescription drug models
• MA innovation models 
• State-based and local innovation, including Medicaid-focused models
• Mental and behavioral health models

While CMS is still committed to growing its APM portfolio and participants, its new 
strategies for model development (e.g., PTAC, CMMI RFI) will require significant 
time to design, test, and scale. Can we afford this delay?  



ANALYZING THE CMS PORTFOLIO TO UNDERSTAND PAST 
STRATEGIES AND IDENTIFY FUTURE NEEDS

CMS currently has 83 active Medicare models, initiatives, and programs, which can be categorized into three 
tiers: Research, Investigate, Roll-Out
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Source: Leavitt Partners analysis in Health Affairs Blog: “The Changing Payment 
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ADDITIONAL MODEL ANALYSIS SHOWS MANY PROVIDERS 
LACK APM OPTIONS 
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Categorization of Current CMS Payment Models Using the LAN 
Framework
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Current Medicare Models Available to Specific Providers

Non-APMs

APMs

Source: Leavitt Partners white paper: “Medicare APMs: Not Every Provider Has a Path Forward”



FUTURE DIRECTION OF THE “NEW CMMI”

CMS will continue to use the Innovation Center to test new models, 
though priorities and approaches will look differently.

Most models in the existing CMMI portfolio will continue, though 
new leadership may not actively promote or publicize these 
programs. 

CMMI intends to introduce new models, though its methods for 
model development will take significant time to bring to market. 

New CMMI director (to be announced shortly) should accelerate 
progress.
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Medicare Physician-Focused Payment Models  

MACRA authorized CMS to provide incentives for physicians to 
participate in Alternative Payment Models (APMs), and specifically 
the development of physician-focused payment models (PFPMs)

MACRA also created the Physician-Focused Payment Model 
Technical Advisory Committee (PTAC). 

PTAC’s is composed of 11 members with nationally recognition 
expertise in PFPMs and related delivery of care. Committee 
members are appointed by the Comptroller General of the United 
States and will generally serve three-year terms. PTAC’s members 
include both physicians and non-physicians. 
o The PTAC advises and makes recommendations to the 

Secretary of the Department of Health and Human Services 
(the Secretary, HHS) on proposals for PFPMs submitted by 
individuals and stakeholder entities. 

o The Secretary reviews and considered PTAC recommendations.
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Medicare Alternative Payment Models 
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MACRA defines an APM as a model under section 1115A of SSA (other than a health care 
innovation award payment model), as a section 1899 model in the shared savings program, a 
demonstration model under section 1866C, or a demonstration required by federal law. 

ADVANCE ALTERNATIVE PAYMENT 
MODEL

To be an Advanced APM eligible clinicians 
participants must:

Use  certified electronic health record 
technology (CEHRT),
Provide for payment for covered 
professional services based on quality 
measures comparable to those under 
the Merit-Based Incentive Payment 
System (MIPS); and 
Require that a participating APM 
Entities bear risk for monetary losses of 
a more than nominal amount under the 
APM or be a Medical Home Model as 
defined under section 1115A(c) of SSA. 

PHYSICIAN–FOCUSED PAYMENT MODEL 
(PFPM)

A PFPM is a Medicare Alternative Payment 
Model proposed by  MACRA qualified 
clinicians in which: 

Medicare is the payer; 
MACRA eligible clinicians are 
participants and play a core role in 
implementing the APM’s payment 
methodology; and 
That targets the quality and costs of 
services that physicians and other MACRA 
eligible professionals who participate in the 
APM will be accountable for or can 
significantly influence. 



The PFPM Priorities
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PTAC has established the following APM development priorities. Payment arrangements should be designed 
to enable eligible primary care and/or specialty clinicians or groups to: 

 Improve care for patients who are receiving a specific treatment or procedure. These “treatment-based 
payments” focus only on services delivered during a specific treatment day or treatment, or services 
delivered during a longer episode of care. 

 Improve care during a specific time period for patients with  a specific condition or combination of 
conditions. “Condition-based payments” could focus on either acute conditions or chronic conditions. 

 Deliver more coordinated, efficient care for patients with a specific condition or needing a specific treatment 
or procedure. 

 Improve the efficiency of care and/or outcomes for patients receiving services delivered by an eligible 
accountable clinician or group and the referral services that are delivered by other service providers. 

 Improve care for a defined subgroups of patients (e.g., patients with a severe form of a condition, patients in 
an early stage of a condition, patients who need special services after treatment, or patients living in rural 
communities.) 

 Improve care for most or all of the health conditions of a population of patients, or to prevent the 
development of health problems in a population of patients with specific risk factors. 

 Innovate revisions to the claims codes and fee levels for a broad range of services delivered by eligible clinics 
and designed to support delivery of a different mix of services in conjunction with accountability for 
measures of utilization, spending, or outcomes for a group of patients. 

 Create clinician reimbursements that are linked to the patient outcomes achieve, with or without changes to 
the underlying fee schedule for participating individual clinicians and group practices.



The Process for PTAC Alternative Payment Model Review

The general PFPM review process:

 The PTAC Chair/Vice Chair assigns two to three PTAC members, including at least one 
physician, to serve as a Payment Review Team and review and make recommendations on 
each complete payment model proposal.

 The each payment proposal is assigned a lead reviewer on the Payment Review Team.

 The PRT will identify any additional information needed from the proposal submitter and 
determines to what extent any additional resources and/or analyses are needed for the 
review. 

 After reviewing the proposal and any additional materials gathered, there is a  public 
comment period and a final report is prepared by the PRT and place on the agenda of the 
full PTAC for approval and submission to the DHHS Secretary for consideration. 

 The PRT report is not binding on PTAC; PTAC may reach different conclusions and 
recommendations. 

Assistant Secretary of Planning and Evaluation staff and contractors support the PRT in this 
process.
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Physician Focused Alternative Payment Model proposals should be based on analysis of the current  
baseline Medicare FFS program healthcare cost and service utilization and the impact that implementation 
of an alternative payment model can have on the distribution of cost and service utilization. 

 Where will the reduction in healthcare cost and utilization occur?

 How will health care payment be distributed?

 What the level of financial risk that is tolerable to the participating clinician?

Target 
Reductions 

from Model of 
Care 

Intervention or 
VBP Payment 

Design

Target Population 
Total Cost Baseline : 

$3,968 PMPY

Forecasted Total Cost 
$3,838 PMPY
3.3% SAVINGS

APM  Clinical 
Intervention Costs 

$120 PMPY

PLUS

Estimated Net Total 
Care Cost Reduction : 

$250 PMPY

MINUS

EQUALS

TOTAL UNITS UNIT COST TOTAL COST OF CARE

Services Per 1000 Beneficiaries Expen Per Baseline Pro Forma

SERVICE BASKET Baseline % Change Pro Forma Service PBPM PBPM

Inpatient hospital

Acute inpatient 2,200 admits -10.0% 1,980 admits $9,100 $1,668 $1,502

Post-acute care

Skilled nursing 400 admits -7.0% 372 admits $13,000 $433 $403

Inpatient rehab 95 admits 95 admits $15,000 $119 $119

Inpatient LTCH 20 admits 20 admits $32,700 $55 $55

Home Health 550 episodes 10.0% 605 episodes $5,500 $252 $277

Total PAC $859 $854

Other benefits/services

OP services 6,200 events -7.0% 5,766 events $630 $326 $303

Emergency room 1,100 visits 1,100 visits

Evaluation & Mgmt 30,000 visits 15.0% 34,500 events $90 $225 $259

Procedures 6,500 events 6,500 events $325 $176 $176

Imaging 7,500 events 7,500 events $85 $53 $53

Lab tests 15,000 events 15,000 events $25 $31 $31

Other tests 4,000 events 4,000 events $35 $12 $12

Prescription Drugs/vac. $360 $360

DME 2,000 events 2,000 events $150 $25 $25

ASC proced. 700 events 700 events $415 $24 $24

Hospice 200 admits 200 admits $9,200 $153 $153

Other 55.0% $56 $87

Total Medicare Cost of Care $3,968 $3,838

Hypothetical Example of a

Payment Model Cost and Utilization Impact Analysis 



Criteria Development of Physician Focused 

Payment Models
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 Value over Volume: Describe the financial incentives embedded in the APM for practitioners to deliver high-
quality health care and reduce unnecessary or avoidable service utilization.

 Flexibility: Ensure the flexibility needed for practitioners to deliver high quality health care.

 Quality and Cost: Provide  evidence that provider focused APM will encourage clinicians to improve health 
care quality at no additional cost, or maintain health care quality while decreasing cost, or both improve 
health care quality and decrease cost.

 Payment methodology: Provide a detailed description of the payment methodology and how it support one 
or more of the PTAC stated priorities for PFPM. How does the payment methodology differs from currently 
authorized payment methodologies. 

 Scope: Describe the scope of the payment and how it will complement,  broaden, and expands the CMS APM 
portfolio. (e.g. will the APM include new APM Entities or clinicians?)

 Evaluation Methodology: Describe the realistic methodology for evaluation of the quality of care, cost, and 
other stated goals presented in the PFMP proposal

 Integration and Care Coordination: Describe how the PFPM will encourage greater integration and care 
coordination among practitioners and across care settings for the  target population.

 Patient Centered Choice: Describe how the proposed PFPM encourages clinicians to support the unique needs 
and preferences of individual patients.

 Patient Safety: Describe how the payment model will maintain or improve standards of patient safety.

 Health Information Technology: How does the payment model encourage use of health information 
technology to inform care.



Other Considerations Developing a PFPM 
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When planning and developing a physician focused payment model consider: 

 What will be the proposed governance structure for the risk bearing entity?

 What is the required infrastructure investments that CMS might need to make to 
implement the payment model, in addition to operational changes in the payment 
systems (e.g., different mechanisms for claims processing, data flows, quality 
reporting, etc.)?

 How will clinicians and services will  be paid under proposed model including 
amount/method? 

 Whether the proposed model includes other payers in addition to Medicare 

 How model would enable entities to sustain the expected changes in care delivery? 

 How the model provides rewards for success and penalties for failure? 

 What is the risk-adjustment method (if applicable)? 

 Degree of financial risk the risk bearing organization entity and clinicians will bear?

 What are the barriers (if any) in the current payment system/barriers in laws or 
regulations?
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APM vary in levels of financial and performance risk. The following are key management and infrastructure 
elements that critical for success with risk based APM:

 Consistent and continuous Medicare beneficiary engagement and patient continuity with an 
accountable provider;

 Adequate number of attributed beneficiaries—in order to dampen the variability of beneficiary cost 
of care from variation in patient risk factors, 

o 5,000 is a minimum for shared savings with no downside risk; or

o A minimum of 12,000 to 15,000 attributed beneficiary for an APM with nominal downside 
financial risk.

 A concentration of beneficiaries in a geographic service area and within the provider network;   

 Actionable and timely quality and financial performance data, patient care dashboards, care gap 
analysis, and patient risk stratification to facility patient care management; 

 Effective clinical leadership, direction, and oversight;

 An effective provider-governed “risk bearing organization” with the financial and infrastructure 
capability to:

o Manage alternative model payment,, 

o Provide data collection and reporting infrastructure,

o Organize and mange the provider network, 

o Facilitate care management and coordination, and

o Assure the equitable distribute financial risks and rewards. 

 A common electronic health record system and interface with HIE

Achieving Success with Alternative 

Payment Model 
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