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To: CHIME Members 
From: CHIME Public Policy Staff 
Re: CIO Legislative Brief on SGR Repeal – H.R. 4015 and S. 2000 

 
 This brief outlines major provisions of a proposed bill that would repeal and replace the 
Sustainable Growth Rate (SGR) formula. The bill was negotiated by the House Ways and Means, 
Energy and Commerce and Senate Finance committees. The bill includes health IT provisions 
related to current incentive programs and the need for interoperability. 
 
Background 
 The SGR formula was created to control Medicare spending. For the last decade, Congress 
has spent $150 billion on short term patches to the SGR formula to prevent massive cuts in 
physician reimbursement each year – in 2014, a 23.7% cut in reimbursement threatened to go into 
effect, but another 3-month patch, ending March 31, 2014, was put into place. Congress has 
prioritized finding a permanent fix, given the political ramifications and that the Congressional 
Budget Office (CBO) has continued to cut the cost of replacing the SGR formula from $271 billion 
over ten years in August 2012 to $120 billion to $150 billion over ten years in December 2013. 
Congress has yet to identify payment offsets for repeal of the SGR. Full text of H.R. 4015 and 

section-by-section summary. 
 
Overall Reimbursement 
 The bill indicates that Medicare physician reimbursement will increase by 0.5% each year 
from 2014 to 2018. A new model of reimbursement that encourages quality will be introduced in 
2018. This model includes combining three incentive programs and increasing reimbursements for 
eligible professionals (EPs) that participate in Alternative Payment Models (APMs). 
 
Health IT Proposals 
Merit-Based Incentive Payment System (MIPS) 
 In 2018, the Meaningful Use, Physician Quality Reporting System (PQRS) and Value-Based 
Modifier (VBM) programs will be combined into one incentive program called MIPS and apply to: 

 doctors of medicine or osteopathy  

 doctors of dental surgery or dental 
medicine  

 doctors of podiatric medicine 

 doctors of optometry 

 chiropractors 

 physician assistants 

 nurse practitioners 

 clinical nurse specialists 

 certified registered nurse anesthetists 

http://energycommerce.house.gov/sites/republicans.energycommerce.house.gov/files/BILLS-113hr4015ih.pdf
http://www.sfms.org/Portals/3/assets/docs/Blog/020614_Section%20by%20Section%20Summary.pdf
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 Other professionals paid under the physician fee schedule may be included in the MIPS 
beginning in 2020, provided there are viable performance metrics available. Professionals who treat 
few Medicare patients, as well as professionals who receive a significant portion of their revenues 
from eligible APM(s), will be excluded from the MIPS. 
 
Summary of MIPS Incentives and Penalties 

Program 2014-2017 2018-2023 
Meaningful Use: 
Meeting certain 
requirements in the use of 
certified EHR systems. 

Current Penalties Enforced: 
1% in 2015 
2% in 2016 
3% in 2017  
(Penalties Sunset in 2017) 
4% in 2018  
5% in 2019 and beyond 

MIPS:  
-Negative payment adjustments (performance score 
falls between 0 and ¼ of threshold) capped at: 

 4% in 2018  

 5% in 2019  

 7% in 2020  

 9% in 2021 & beyond 
 
-Some physicians will receive no adjustments if their 
performance score is equal to the threshold;  
 
-Positive payment adjustments: proportionally larger 
incentive payments up to a maximum of 3 times the 
annual cap for negative payment adjustments. 
 
- Also provides an additional funding pool of $500 
million/year for 2018 through 2023 to reward 
exceptional performance. 

PQRS: 
Incentivizes professionals 
to report on quality of care 
measures.  

2% penalty for failure to 
report PQRS quality 
measures in 2017  
 
and beyond  
(Penalties Sunset in 2017) 

VBM: 
 Adjusts payment based on 
quality and resource use in 
a budget-neutral manner. 

2% penalty in 2017  
and beyond 

 
In 2018 to 2023, physician reimbursement will be based on a composite score from 0-100 

based on performance in four categories: quality (30%); resource use (30%); EHR Meaningful Use 
(25%, but if EHR adoption reaches 75%, the weight for the EHR meaningful use performance 
category may be reduced to as low as 15%, with compensating adjustments made to other category 
weights); and clinical practice improvement activities (15%). The score will be compared to a set 
threshold to determine penalties or bonuses. EPs will know the composite score they need to 
achieve to receive incentive payments or avoid penalties at the beginning of each performance 
period – the threshold will be determined by the mean or median of the composite performance 
scores for all MIPS EPs during a period prior to the performance period. See table for summary on 
negative, zero or positive payment adjustments under MIPS.  
 

Every year, a list of quality measures for the forthcoming MIPS performance period will be 
published after the comment rulemaking process. This list of quality measures may include updates 
and modifications to previous quality measures. EPs will select measures on the final list for 
reporting and assessment. EPs will only be scored on measures that apply to them, and they will also 
be incentivized on improved performance from one year to the next. The proposal allocates $15 
million for quality measure development from 2014 to 2018. 
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Technical assistance will be provided for practices with less than 15 professionals to improve 
MIPS performance or to aid in the transition to APMs (with priority given to practices with low 
MIPS scores and those in low or underserved areas). 
 
Alternative Payment Models (APM) 
 Physicians will receive as much as a 5% increase each year from 2018 to2023 if a majority of 
their revenue comes from an APM (or APMs) or a patient centered medical home (PCMH). 
Participants need to receive at least 25% of their Medicare revenue through an APM in 2018 and 
2019. In 2024 and subsequent years, professionals participating in APMs that meet certain criteria 
would receive annual updates of 1%, while all other professionals would receive annual updates of 
0.5%. The policy also incentivizes participation in private-payer APMs if quality measures used are 
comparable to those used by Medicare and certified EHR technology, and the EP must bear more 
than nominal financial risk if actual aggregate expenditures exceed expected aggregate expenditures 
(or be a medical home with respect to Medicaid beneficiaries). 
 
Interoperability 
 By 2017, electronic health records must be interoperable. The law prohibits providers from 
purposefully blocking information sharing with other EHR vendor products. This will apply to all 
meaningful users within one year of the enactment of the Act. 
 
 Definition: “The term ‘interoperability’ means the ability of two or more health information 
systems or components to exchange clinical and other information and to use the information that 
has been exchanged using common standards as to provide access to longitudinal information for 
health care providers in order to facilitate coordinated care and improved patient outcomes.” 
 
 If interoperability has not been achieved by December 31, 2017, the Secretary of HHS must 
submit a report to Congress by December 31, 2018, that identifies barriers to interoperability and 
recommendations on how to overcome those barriers, such as payment adjustments for meaningful 
users and decertifying certified EHR technology products. 
 
Certified Technology Products 
 HHS shall conduct a study to establish a website that compares the functionality and other 
features of certified EHR products. The bill states, “The report shall include information on the 
benefits of, and resources needed to develop and maintain, such a website.” 
 
Telehealth 
 HHS has been asked to complete a study that defines telehealth across federal programs. 
The bill requests that the report details the impact of greater use of telehealth in delivery system 
reform and looks for “issues that can facilitate or inhibit the use of telehealth under the Medicare 
program under such title, including oversight and professional licensure, changing technology, 
privacy and security, infrastructure requirements, and varying needs across urban and rural areas.” 
The bill also asks for information on remote patient monitoring systems in the private insurance 
market, including financial incentives to the private market, barriers to adoption, and problems with 
valuation of remote patient monitoring systems.
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 Current Law H.R.4015 / S.2007 

Reimbursement -23.7% in Medicare physician 
reimbursement 

0.5% payment increase from 2014-2017, then see MIPS and APMs for 
payment increase opportunities. 

Interoperability n/a EHR systems must be interoperable by December 31, 2017. Establish 
metrics to assess progress toward this objective by July 1, 2015. Within 1 
year of enactment of the law, meaningful users of CERHT must attest 
that the professional or hospital has not knowingly and willfully limited 
or restricted the compatibility/interoperability of the CEHRT. 

Meaningful Use: 
Meeting certain 
requirements in the 
use of certified 
EHR systems 

1% in 2015 
2% in 2016 
3% in 2017  
4% in 2018  
5% in 2019 and beyond 

MU, PQRS, VBM continue 2014-2017, sunset penalties for 3 programs 
in 2017. Combine 3 programs to form Merit-based Incentive Payment 
System (MIPS) from 2018-2023: 

 Negative payment adjustments (performance score falls between 0 
and ¼ of threshold) capped at: 

 4% in 2018  

 5% in 2019  

 7% in 2020  

 9% in 2021 & beyond 

 No adjustments if their performance score is equal to the threshold 

 Positive payment adjustments: proportionally larger incentive 
payments up to a maximum of 3X the annual cap for negative 
payment adjustments. 

 Also provides an additional funding pool of $500 million/year for 
2018 through 2023 to reward exceptional performance. 

PQRS: 
Incentivizes 
professionals to 
report on quality of 
care measures 

2% penalty for failure to 
report PQRS quality 
measures in 2017 and 
beyond  
 

VBM: 
 Adjusts payment 
based on quality 
and resource use in 
a budget-neutral 
manner 

2% penalty in 2017 and 
beyond 

Quality Measure 
Development  

n/a $15 million/year from 2014-2018. 
Amount available until end of FY 2021 

Alternative 
Payment Models 
(APMs) 

Payment differs across 
models. No bonuses in 
Medicare reimbursement. 

5% increase in payments for physicians that Alternative Payment models 
count for: 

 2018-2019: at least 25% of Medicare payments 

 2020-2021: at least 50% of Medicare payments or at least 50% of 
total payments (w/at least 25% of Medicare payments) 

 2022 & beyond: at least 75% of Medicare payments or at least 75% 
of total payments (w/at least 25% of Medicare payments) 

Appropriate Use 
(AU) Criteria 

Different groups work on 
AU criteria for respective 
specialties. 

Establish a program to promote the use of appropriate use criteria for 
applicable imaging services by November 15, 2015. Use two years of 
data to identify no more than 5% of outlier ordering professionals & 
require prior authorization for them beginning 2020. $5 million/year in 
funding 2019-2021 to support prior authorization program. 

Performance 
Feedback 

Physician feedback reporting 
- initiated under Section 131 
of MIPPA & expanded by 
section 3003 of ACA 

Requires timely (such as quarterly) confidential feedback to EPs 
regarding their performance on quality and resource use measures; 
feedback may also address performance on clinical practice 
improvement and EHR meaningful use. Begins July 1, 2016. 

Physician 
Claims Data 

CMS provides Medicare 
claims data as it sees fit per 
each request 

Makes Medicare claims data available to conduct analyses for non-public 
uses for purposes such as assisting providers of services and suppliers in 
developing and participating in quality and patient care improvement 
activities. Medicare claims data must be provided at no cost. User shall 
not use an analysis or data for marketing purposes. 

Telehealth Agencies define and use 
telehealth differently 

Summarize different definitions of telehealth and define how greater use 
of telehealth can impact delivery system reform. 

 


