The SGR is abolished!
What comes next?
The law repealing the sustainable growth rate not only
eliminated physicians’ perennial nemesis but also preserved
or enhanced other critical health care programs
Lucia DiVenere, MA
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ongratulations, OBG Management
readers! After years of hard work
and collective advocacy on
your part, the US Congress finally
passed, and President Barack Obama
quickly signed into law, a permanent
repeal of the Medicare Sustainable
Growth Rate (SGR) physician payment
system. Yes, celebrations are in order.
The US House of Representatives
passed the bill, HR 2, the Medicare Access and CHIP Reauthorization Act of 2015 (MACRA),
sponsored by American College
of Obstetricians and Gynecologists (ACOG) Fellow and US Rep.
Michael Burgess (R-TX), on March 26,
with 382 Republicans and Democrats voting “Yes.” The Senate followed, on April 14,
and agreed with the House to repeal, forever,
the Medicare SGR, passing the Burgess bill
without amendment, on a bipartisan vote of
92–8. With only hours to go before the scheduled 21.2% cut took effect, the President
signed the bill, now Public Law (PL) 114-10,
on April 16. The President noted that he was
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“proud to sign the bill into law.” ACOG is
proud to have been such an important part
of this landmark moment.

SGR: the perennial nemesis
of physicians
The SGR has wreaked havoc on medicine and
patient care for 15 years or more. Approximately 30,000 ObGyns participate in Medicare, and many private health insurers use
Medicare payment policies, as does TriCare,
the nation’s health care coverage for military
members and their families. The SGR’s effect
was felt widely across medicine, making it
nearly impossible for physician practices to
invest in health information technology and
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Under the new law,
technical support
will be provided for
smaller practices to
help them transition
to the revised
payment models

other patient safety advances, or even to plan
for the next year or continue accepting Medicare patients.
When it was introduced last year, HR 2
was supported by more than 600 national
and state medical societies and specialty organizations, plus patient and provider organizations, policy think tanks, and advocacy
groups across the political spectrum.
ACOG Fellows petitioned their members of Congress with incredible passion,
perseverance, and commitment to put an
end to the SGR wrecking ball. Hundreds
flew into Washington, DC, sent thousands of
emails, made phone calls, wrote letters, and
personally lobbied at home and in the halls
of Congress.
Special kudos, too, to our champions in
Congress, and there are many, led by ACOG
Fellows and US Reps. Dr. Burgess and Phil
Roe, MD (R-TN). Burgess wrote the House
bill and, together with Roe, pushed nonstop
to get this bill over the finish line. It wouldn’t
have happened without them.
ACOG worked tirelessly on its own and
in coalition with the American Medical Association, surgical groups, and many other
partners. We were able to win important provisions in the statute that we anticipate will
greatly help ObGyns successfully transition
to this new payment system.
PL114-10 replaces the SGR with a new
payment system intended to promote care
coordination and quality improvement and
lead to better health for our nation’s seniors.
Congress developed this new payment plan
with the physician community, rather than
imposing it on us. That’s why throughout the
statute, we see repeated requirements that
the Secretary of Health and Human Services
must develop quality measures, alternative
payment models, and a host of key aspects
with input from and in consultation with
physicians and the relevant medical specialties, ensuring that physicians retain their
preeminent roles in these areas. Funding is
provided for quality measure development
at $15 million per year from 2015 to 2019.
This law will likely change physician
practices more than the ACA ever will, and

Congress agreed that physicians should be
integral to its development to ensure that
they can continue to thrive and provide highquality care and access for their patients.
Let’s take a closer look at the new Medicare payment system—especially what it will
mean for your practice.

What the new law does
Important provisions
• MACRA retains the fee-for-service payment model, now called the Merit-based
Incentive Payment System, or MIPS.
Physician participation in the Advanced
Payment Models (APMs) is entirely voluntary. But physicians who participate in
APMs and who score better each year will
earn more.
• All physician types are treated equally.
Congress didn’t pick specialty winners
and losers.
• The new payment system rewards physicians for continuous improvement. You
can determine how financially well you do.
• Beginning in 2019, Medicare physician
payments will reflect each individual physician’s performance, based on a range of
measures developed by the relevant medical specialty that will give individuals options that best reflect their practices.
• Individual physicians will receive confidential quarterly feedback on their
performance.
• Technical support is provided for smaller
practices, funded at $20 million per year
from 2016 to 2020, to help them transition to MIPS and APMs. And physicians
in small practices can opt to join a “virtual
MIPS group,” associating with other practices or hospitals in the same geographic
region or by specialty types.
• The law protects physicians from liability
from federal or state standards of care. No
health care guideline or other standard
developed under federal or state requirements associated with this law may be
used as a standard of care or duty of care
owed by a health care professional to a patient in a medical liability lawsuit.
continued on pa ge 18
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MACRA stabilizes the Medicare payment system by permanently repealing
the SGR and scheduling payments into the
future:
• through June 2015: Stable payments with
no cuts
• July 2015–2019: 0.5% annual payment increases to all Medicare physicians
• 2020–2025: No automatic annual payment
changes but opportunities for payment increases based on individual performance
• 2026 and beyond: 0.75% annual payment
increases for qualifying APMs, 0.25% for
MIPS providers, with opportunities in
both systems for higher payments based
on individual performance.

In the MIPS model,
physicians will
accrue a composite
score ranging from
0 to 100 that will
be compared with
a performance
threshold that
reflects all
physicians

18

Two payment system options reward
continuous quality improvement
Option 1: MIPS. MACRA consolidates and
expands pay-for-performance incentives
within the old SGR fee-for-service system,
creating the new MIPS. Under MIPS, the
Physician Quality Reporting System (PQRS),
electronic health record (EHR) meaningful
use incentive program, and physician valuebased modifiers (VBMs) become a single program. In 2019, a physician’s individual score
on these measures will be used to adjust his
or her Medicare payments, and the penalties
previously associated with these programs
come to an end.
MACRA creates 4 categories of measures
that are weighted to calculate an individual
physician’s MIPS score:
• Quality (50% of total adjustment in 2019,
shrinking to 30% of total adjustment in
2021). Quality measures currently in use
in the PQRS, VBM, and EHR meaningful
use programs will continue to be used. The
Secretary of Health and Human Services
must fund and work with specialty societies to develop any additional measures,
and measures utilized in clinical data registries can be used for this category as well.
Measures will be updated annually, and
ACOG and other specialties can submit
measures directly for approval, rather than
rely on an outside entity.
• Resource use (10% of total adjustment in
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2019, growing to 30% of total adjustment
by 2021). Resource use measures are riskadjusted and include those already used in
the VBM program; others must be developed with physicians, reflecting both the
physician’s role in treating the patient (eg,
primary or specialty care) and the type of
treatment (eg, chronic or acute).
• EHR use (25% of total adjustment). Current meaningful use systems will qualify
for this category. The law also requires
EHR interoperability by 2018 and prohibits the blocking of information sharing between EHR vendors.
• Clinical improvement (15% of total
adjustment). This is a new component of
physician measurement, intended to give
physicians credit for working to improve
their practices and help them participate
in APMs, which have higher reimbursement potential. This menu of qualifying
activities—including 24-hour availability,
safety, and patient satisfaction—must be
developed with physicians and must be
attainable by all specialties and practice
types, including small practices and those
in rural and underserved areas. Maintenance of certification can be used to qualify for a high score.
Physicians will only be assessed on the categories, measures, and activities that apply to them. A physician’s composite score
(0–100) will be compared with a performance
threshold that reflects all physicians. Those
who score above the threshold will receive
increased payments; those who score below
the threshold will receive reduced payments.
Physicians will know these thresholds in
advance and will know the score they must
reach to avoid penalties and win higher reimbursements in each performance period.
As physicians as a whole improve their
performance, the threshold will move with
them. So each year, physicians will have the
incentive to keep improving their quality, resource use, clinical improvement, and EHR
use. A physician’s payment adjustment in
one year will not affect his or her payment
adjustment in the next year.
The range of potential payment
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adjustments based on MIPS performance
measures increases each year through 2022.
Providers who have high scores are rewarded
with a 4% increase in 2019. By 2022, the reward is 9%. The program is budget-neutral,
so total positive adjustments across all providers will equal total negative adjustments
across all providers to poor performers. Separate funds are set aside to reward the highest performers, who will earn bonuses of up
to 10% of their fee-for-service payment rate
from 2019 through 2024, as well as to help
low performers improve and qualify for increased payments from 2016 through 2020.
Help for physicians includes:
• flexibility to participate in a way that best
reflects their practice, using risk-adjusted
clinical outcome measures
• option to participate in a virtual MIPS
group rather than go it alone
• technical assistance to practices with 15 or
fewer professionals, $20 million annually
from 2016 through 2020, with preference
to practices with low MIPS scores and
those in rural and underserved areas
• quarterly confidential feedback on performance in the quality and resource use
categories
• advance notification to each physician of
the score needed to reach higher payment
levels
• exclusion from MIPS of physicians who
treat few Medicare patients, as well as
those who receive a significant portion of
their revenues from APMs.
Option 2: APMs. Physicians can earn
higher fees by opting out of MIPS fee for service and participating in APMs. The law defines qualifying APMs as those that require
participating providers to take on “more
than nominal” financial risk, report quality
measures, and use certified EHR technology.
APMs will cover multiple services, show
that they can limit the growth of spending,
and use performance-based methods of
compensation. These and other provisions
will likely continue the trend away from
physicians practicing in solo or small-group
fee-for-service practices into risk-based
multispecialty settings that are subject
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Top ACOG wins
Among the most meaningful accomplishments achieved by ACOG in
its work to repeal the sustainable growth rate are:
• Reliable payment increases for the first 5 years. The law ensures a period of stability with modest Medicare payment increases for 5 years and no cuts, with opportunity for payment
increases for the next 5 years. This 5-year period gives physicians
time to get ready for the new payment systems.
• Protection for low-Medicare–volume physician practices.
ObGyns and other physicians with a small Medicare patient population are exempt from many program requirements and penalties.
• Stops the Centers for Medicare and Medicaid Services (CMS)
policy on global surgical codes, reinstating 10-day and 90-day
global payment bundles for surgical services. This directly helps
ObGyn subspecialists, including urogynecologists and gynecologic
oncologists.
• Physician liability protections. The law ensures that federal quality measurements cannot be used to imply medical negligence and
generate lawsuits.
• Protection for ultrasound. There are no cuts to ultrasound
reimbursement.
• An end, in 2018, to penalties related to electronic health record
(EHR) meaningful use, Physician Quality Reporting Systems, and
the use of the value-based modifier.
• APM bonus payments. Bonus eligibility for Alternative Payment
Model (APM) participation is based on patient volume, not just
revenue, to make it easier for ObGyns to qualify.
• 2-year extension of the Children’s Health Insurance Program
(CHIP), which provides comprehensive coverage to 8 million children, adolescents, and pregnant women across the country.
• Quality-measure development. The law helps professional
organizations, such as ACOG, develop quality measures for the
Merit-Based Incentive Payment System (MIPS) rather than allow
these measures to be developed by a federal agency, ensuring that
this new program works for physicians and our patients.

to increased management and oversight.
From 2019 to 2024, qualified APM physicians will receive a 5% annual lump sum
bonus based on their prior year’s physician
fee-schedule payments plus shared savings
from participation. This bonus is based on patient volume, not just revenue, to make it easier for ObGyns to qualify. To make the bonus
widely available, the Secretary of Health and
Human Services must test APMs designed for
specific specialties and physicians in small
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practices. As in MIPS, top APM performers
will also receive an additional bonus.
To qualify, physicians must meet increasing thresholds for the percentage of
their revenue that they receive through
APMs. Those who are below but near the
required level of APM revenue can be exempted from MIPS adjustments.
• 2019–2020: 25% of Medicare revenue
must be received through APMs.
• 2021–2022: 50% of Medicare revenue or
50% of all-payer revenue along with 25%
of Medicare revenue must be received
through APMs.
• 2023 and beyond: 75% of Medicare revenue or 75% of all-payer revenue along with
25% of Medicare revenue must be received
through APMs.

Who pays the bill?
Medicare beneficiaries pay more
The new law increases the percentage of
Medicare Parts B and D premiums that highincome beneficiaries must pay beginning in
2018:

The new law
increases the
percentage of
Medicare Parts B
and D premiums
that high-income
beneficiaries must
pay beginning
in 2018

• Single seniors reporting income of more
than $133,500 and married couples with
income of more than $267,000 will see
their share of premiums rise from 50%
to 65%.
• Single seniors reporting income above
$160,000 and married couples with income above $320,000 will see their premium share rise from 65% to 80%.
This change will affect about 2% of Medicare
beneficiaries; half of all Medicare beneficiaries currently have annual incomes below
$26,000.1

Medigap “first-dollar coverage”
will end
Many Medigap plans on the market today
provide “first-dollar coverage” for beneficiaries, which means that the plans pay the
deductibles and copayments so that the
beneficiaries have no out-of-pocket costs.
Beginning in 2020, Medigap plans will only
be available to cover costs above the Medicare Part B deductible, currently $147 per

year, for new Medigap enrollees. Many lawmakers thought it was important for Medicare beneficiaries to have “skin in the game.”

The law cuts payments for
some providers
To partially offset the cost of repealing the
SGR, MACRA cuts Medicare payments to
hospitals and postacute providers. It:
• delays Disproportionate Share Hospital
(DSH) cuts scheduled to begin in 2017 by a
year and extends them through 2025
• requires an increase in payments to hospitals scheduled for 2018 to instead be
phased in over 6 years
• limits the 2018 payment update for postacute providers to 1%.

The law extends
many programs
These programs are vital to support the future ObGyn workforce and access to health
care. Among these programs are:
• a halt to the Centers for Medicare and
Medicaid Services (CMS) policy on
global surgical codes. The law reinstates

10-day and 90-day global payment bundles
for surgical services. This directly helps
ObGyn subspecialists, such as urogynecologists and gynecologic oncologists.
• renewal of the Children’s Health Insurance Program (CHIP), which provides
comprehensive coverage to 8 million children, adolescents, and pregnant women
across the country
• establishment of a Medicaid/CHIP Pediatric Quality Measures Program, supporting the development and physician
adoption of quality measures, including for
prenatal and preconception care
• funding for the Maternal, Infant, and
Early Childhood Home Visiting Program,

helping at-risk pregnant women and their
families to promote healthy births and
early childhood development
• funding for community health centers,
an important source of care for 13 million
women and girls in all 50 states and the
District of Columbia
continued on pa ge 29
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• funding for the National Health Service Corps, bringing ObGyns and other primary care providers to underserved rural and urban areas through scholarships and
loan repayment programs
• funding for the Teaching Health Center Graduate
Medical Education Payment Program, enhancing
training for ObGyns and other primary care providers in
community-based settings
• extending the Medicare Geographic Practice Cost Index floor, helping ensure access to care for women in
rural areas
• extending the Personal Responsibility Education Program to help prevent teen pregnancies and sexually transmitted infections.
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Next steps
It’s very important that ObGyns and other physicians use
these early years to understand and get ready for the new
payment systems. ACOG is developing educational material for our members, and will work closely with our
colleague medical organizations and the Department of
Health and Human Services to develop key aspects of the
law and ensure that it is properly implemented to work for
physicians and patients.
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