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Executive Summary 
For our business plan, we created a fictitious practice called Alamo Family Health.  Alamo Family 

Health is an 8-physician family practice located in San Antonio, TX. We see about 19,000 total 

patients per year, and have many long-standing relationships with the families and patients we 

serve. We pride ourselves on our high standard of quality when it comes to primary care, and will 

continue to maintain that standard as our Medicare reimbursement processes transfer through 

MACRA from fee-based to value-based payments. 

Currently, 11.49% of the population of San Antonio is at least 65 years old, with an estimated 

growth rate of 2.2% per year. Consequently, many of our patients (30%) are on Medicare, and as 

the over-65 population in San Antonio grows, so does the number of our Medicare patients. Thus, 

the effect of MACRA on our practice is substantial.  We have developed a functional plan to 

mitigate the negative financial impacts of this change while further improving the quality of care 

we give our patients.  

As Alamo Family Health transitions to adopting the value-based reimbursement system dictated 

by MACRA, we will implement a Quality Payment Program, namely the Merit-based Incentive 

Payment System (MIPS).  From our analyses, we have determined that this system will offer us 

the highest potential Medicare reimbursement to offset the negative impact on immediate net 

income. Most importantly, the utilization of this system allows us to implement various quality 

measures and patient care improvement initiatives to respond to the growing needs of our patients 

and the advancement of healthcare technology.  

The specific quality measures we will implement are delineated in this report. They were 

purposefully chosen to appeal to the needs of our aging patient population and of the greater San 

Antonio area. These quality measures address the following needs: 

1. Fall risk 

2. Medication documentation 

3. Preventative care for high blood pressure 

4. Diabetes care 

5. Body Mass Index (BMI) screening 

6. Colorectal cancer screening 

In addition to these and other initiatives to advance patient care, one of our most significant 

improvement activities is our Electronic Medical Record (EMR) implementation. Not only will 

this increase our efficiency and result in future cost savings for the practice, but this will also 

highly improve patient access to medical records and will allow our patients to truly take command 

of their care through patient portals and secure messaging to their providers. 

We will not only enact these quality measures within our practice, but we will also use them to 

give Alamo Family Health a greater footprint within the community. Through various strategic 

community and business partnerships (as outlined in the Operational Plan), we will create more 

awareness of the importance of the healthcare quality measures listed above, and encourage current 

and prospective patients to visit our clinic to receive appropriate screenings and tests. 
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As described in the Financial Analysis, successful implementation of the MIPS system will have 

the potential to positively impact revenues, allowing us to earn as much as $650,000 in additional 

revenue, along with approximately $2.3M in support cost savings between 2017 and 2021. From 

breaking even this year, we expect to have an annual revenue of $12.3M against total costs of 

$11.4M in 2021.  

Alamo Family Health is committed to improving the lives of our patients and families. With the 

introduction of MACRA and change of Medicare reimbursement methods, our practice is using 

this opportunity to further patient care and maintain the highest quality standards. As the city of 

San Antonio evolves with the development of healthcare practices, Alamo Family Health 

continues to be at the forefront of this progress. 

  



4 

 

Contents 
Executive Summary ........................................................................................................................ 2 

Market Evaluation ........................................................................................................................... 5 

San Antonio Market Overview ................................................................................................... 5 

Operational Plan.............................................................................................................................. 6 

Scenario....................................................................................................................................... 6 

Our Organization ........................................................................................................................ 6 

Operational Plan.......................................................................................................................... 6 

Additional Steps .......................................................................................................................... 9 

Additional Quality Measures .................................................................................................... 10 

Financial Analysis ......................................................................................................................... 11 

Current Financial State ............................................................................................................. 11 

Changes Over the Next Five Years ........................................................................................... 11 

Value Based Payments .............................................................................................................. 11 

Effect of MIPS Bonus System .................................................................................................. 12 

Position in Five Years ............................................................................................................... 12 

References ..................................................................................................................................... 14 

Appendix ....................................................................................................................................... 15 

 



5 

 

Market Evaluation 
For decades, health systems have used a common set of proven growth strategies based on a fee-

for-service payment model including consolidating market position, locking up referral streams, 

and demanding steep price increases from payers. However, these same strategies will not lead to 

sustainable future success. Healthcare costs are being driven down as health purchasers are 

becoming more sensitive in managing costs.  Because the Medicare Access & Chip 

Reauthorization Act of 2015 (MACRA) will be enacted and because our number of Medicare 

beneficiaries will rise over the next five years, Alamo Family Health must be more active in 

delivering better quality, minimizing total costs, and expanding our total volume of patients to 

make the shift from the volume-based-payment to value-based-payment system. This is the 

environment we face as we try to implement changes at our practice. 

San Antonio Market Overview 
 Our practice is in San Antonio, 

TX.  In 2016, the total population 

is about 1.9M growing at an 

annual rate of 2.2%. The number 

of people who are 65 or over is 

2.2M, increasing at a yearly rate 

of 4%1. Based on these numbers, 

our organization projects the 

payer mix will change over the 

next 5 years from 2016 to 2021.  

11.5% 11.7% 11.9% 12.1% 12.3% 12.5%

 (200,000)

 300,000

 800,000

 1,300,000

 1,800,000

 2,300,000

2016 2017 2018 2019 2020 2021
Total Population Number of over 65

Figure 1: The figure above shows how the population of our target market will 
change between 2016 and 2021. 
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Operational Plan 

Scenario 
The Center for Medicare and Medicaid Services (CMS) has enacted regulatory changes cited in 

the Medicare Access & Chip Reauthorization Act of 2015 (MACRA).  Thus, healthcare services 

will be reimbursed by the federal government via value-based payments over the next several 

years, rather than through the traditional fee-for-service payment model.  The solution we have 

developed is a multi-year approach that will minimize the negative financial impact from the 

transition in payment models.   

Our Organization 
Our organization is a family practice clinic in San Antonio that is owned and operated by eight 

full-time family practice physicians.  Annual revenues are about $11M as of 2016, our revenue 

stream is primarily fee for service, and we are currently breaking even.  Each of our physicians 

sees an average of 25 patients per day.  Being in San Antonio, our patient population is about 55% 

Hispanic or Latino, and 11.49% of the population is 65 years or older2.  Our payer mix is 30% 

Medicare, 10% Medicaid, and 60% Commercial and Other.  However, as the general San Antonio 

population ages and more qualify for Medicare, our Medicare patient population continues to 

grow.  Therefore, it is in our best interest to adopt a plan that strategically accounts for our 

dependence on Medicare payments. 

Operational Plan 
After considering a variety of options to minimize the negative financial impact from MACRA, 

our solution is to adopt a Quality Payment Program, specifically the Merit-based Incentive 

Payment System (MIPS).  In addition to addressing multiple quality reporting programs and 

encouraging efficient patient care, MIPS offers our practice the greatest potential for adjustments 

that are necessary to offset the financial impact from the transition in payment systems.  Further 

financial details can be found in the pro forma and financial analysis section. 

To qualify for MIPS, we must meet the quality measures set in place by MACRA.  The MIPS 

Composite Performance Score (CPS) that our physicians are evaluated on consist of four measures: 

Quality, Advancing Care Information, Clinical Practice Improvement Activities, and Resource 

Use.  Below are the measures on which our physicians have decided to be evaluated.    These 

measures were chosen to match the health needs of our patient population without imposing 

significant resource burdens on our practice. 

 Quality Measures 

1. Falls: Risk Assessment (Cross Cutting Measure): Percentage of patients aged 65 

years and older with a history of falls that had a risk assessment for falls completed 

within 12 months 

2. Documentation of Current Medication in the Medical Record (High Priority 

Measure): Percentage of visits for patients aged 18 years and older for which the 

eligible professional attests to documenting a list of current medications using all 

immediate resources available on the date of the encounter. This list must include 

ALL known prescriptions, over-the-counters, herbals, and vitamin/mineral/dietary 
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(nutritional) supplements AND must contain the medications' name, dosage, 

frequency and route of administration. 

3. Preventive Care and Screening: Screening for High Blood Pressure and Follow-Up 

Documented: Percentage of patients aged 18 years and older seen during the 

reporting period who were screened for high blood pressure AND a recommended 

follow-up plan is documented based on the current blood pressure (BP) reading as 

indicated 

4. Diabetes: Foot Exam: The percentage of patients 18-75 years of age with diabetes 

(type 1 and type 2) who received a foot exam (visual inspection and sensory exam 

with mono filament and a pulse exam) during the measurement year 

5. Preventive Care and Screening: Body Mass Index (BMI) Screening and Follow-Up 

Plan: Percentage of patients aged 18 years and older with a BMI documented during 

the current encounter or during the previous six months AND with a BMI outside 

of normal parameters, a follow-up plan is documented during the encounter or 

during the previous six months of the current encounter Normal Parameters: Age 

18 years and older BMI => 18.5 and < 25 kg/m2 

6. Colorectal Cancer Screening: Percentage of adults 50-75 years of age who had 

appropriate screening for colorectal cancer. 

 Advancing Care Information 

o Required 

1. E-Prescribing (0%): At least one permissible prescription written by the 

MIPS eligible clinician is queried for a drug formulary and transmitted 

electronically using certified EHR technology. 

2. Health Information Exchange (20%): The MIPS eligible clinician that 

transitions or refers their patient to another setting of care or health care 

clinician (1) uses CEHRT to create a summary of care record; and (2) 

electronically transmits such summary to a receiving health care clinician 

for at least one transition of care or referral. 

3. Provide Patient Access (20%): At least one patient seen by the MIPS 

eligible clinician during the performance period is provided timely access 

to view online, download, and transmit to a third party their health 

information subject to the MIPS eligible clinician's discretion to withhold 

certain information. 

4. Security Risk Analysis (0%): Conduct or review a security risk analysis in 

accordance with the requirements in 45 CFR 164.308(a)(1), including 

addressing the security (to include encryption) of ePHI data created or 

maintained by certified EHR technology in accordance with requirements 

in 45 CFR164.312(a)(2)(iv) and 45 CFR 164.306(d)(3), and implement 

security updates as necessary and correct identified security deficiencies as 

part of the MIPS eligible clinician's risk management process. 

o Not Required (10% Each) 

1. Immunization Registry Reporting: The MIPS eligible clinician is in active 

engagement with a public health agency to submit immunization data. 
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2. Medication Reconciliation: The MIPS eligible clinician performs 

medication reconciliation for at least one transition of care in which the 

patient is transitioned into the care of the MIPS eligible clinician. 

3. Patient-Specific Education: The MIPS eligible clinician must use clinically 

relevant information from CEHRT to identify patient-specific educational 

resources and provide electronic access to those materials to at least one 

unique patient seen by the MIPS eligible clinician. 

4. Secure Messaging: For at least one unique patient seen by the MIPS eligible 

clinician during the performance period, a secure message was sent using 

the electronic messaging function of CEHRT to the patient (or the patient-

authorized representative), or in response to a secure message sent by the 

patient (or the patient-authorized representative) during the performance 

period. 

5. View, Download, or Transmit (VDT): At least one patient seen by the MIPS 

eligible clinician during the performance period (or patient-authorized 

representative) views, downloads or transmits their health information to a 

third party during the performance period. 

 Improvement Activities 

1. Use of Certified EHR to Capture Patient Reported Outcomes: In support of 

improving patient access, performing additional activities that enable capture of 

patient reported outcomes (e.g., home blood pressure, blood glucose logs, food 

diaries, at-risk health factors such as tobacco or alcohol use, etc.) or patient 

activation measures through use of certified EHR technology, containing this data 

in a separate queue for clinician recognition and review. 

2. Implementation of Medication Management Practice Improvements: Manage 

medications to maximize efficiency, effectiveness and safety that could include one 

or more of the following: Reconcile and coordinate medications and provide 

medication management across transitions of care settings and eligible clinicians or 

groups; Integrate a pharmacist into the care team; and/or Conduct periodic, 

structured medication reviews. 

 Resource Use: Since CMS calculates based on claims, there are no reporting requirements 

for clinicians 

A major part of meeting the quality measures is to purchase and implement an EMR.  With a high 

initial cost and recurring maintenance costs, the benefits need to outweigh the costs.  Although the 

costs are high, and the initial training will be time-intensive, we believe the long-term outlook will 

be much better with an EMR in place.  Initial productivity will decrease as physicians adapt to the 

new system of documentation.  However, the practice will no longer require staff to pull medical 

records, which will be a significant cost savings. 

Physician buy-in is a critical component of adopting such a significant change.  As the owners of 

the clinic, the eight physicians are intrinsically motivated by the success of the practice.  The 

financial rewards of the practice are shared amongst the eight physicians.  With the current patient 

population and payer mix of the practice, adopting MIPS is the best solution for both quality patient 
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care and financial success.  With the potential for highest reimbursement under this plan, the 

physicians will have incentives to score the highest CPS possible to garner the maximum allowed 

adjustment. 

Additional Steps 
In addition to participation in MIPS, we plan to implement strategic changes which will put our 

practice able to improve patient value and increase revenue. 

We plan to partner with local schools and businesses to provide preventative health and wellness 

services (e.g., screenings, vaccinations, etc.) for large groups of patients.  The intent of this 

initiative is twofold: 

1. It will provide a convenient option for local firms to have their employees screened without 

having to utilize paid time off (PTO) hours/days.  Employers have an incentive to ensure 

their employees are seen for routine check-ups each year because sick employees lead to 

increased absenteeism and decreased productivity for the firm. 

2. Forming these contracts with local firms will allow us to shift our patient mix, so that we 

are not as reliant on Medicare.  Most of these partnered services will be paid via contracted 

payments outside of the typical third party payer revenue stream.  Generally, employees 

are not yet at retirement age and, thus, do not qualify for Medicare.  Therefore, if the 

employer does prefer to utilize patient insurance as the payment method, the main payment 

source would be via commercial payers. 

In addition, some patients at the business sites may not have an established primary care physician 

(PCP).  Being on site to provide these services will establish relationships with those patients, and 

they will hopefully decide to continue that relationship at our office. 

We would like to provide our patients with more opportunities to be seen at the clinic, so we plan 

to have weekend and evening hours. These will need to be covered by additional personnel, so 

starting in 2017, we will hire one nurse practitioner, and hire a second nurse practitioner in 2018. 

This will allow us to see more patients in a week, and offer more flexible scheduling for our 

patients.  Adding two nurse practitioners will also add diversity to the staff and could provide 

additional ideas to continuously improve the practice. 

Many patients have concerns that may not necessarily need to be addressed through an office visit. 

Thus, we will provide a nurse hotline and secured physician e-mail portal that will allow patients 

to have their concerns addressed without having to schedule a visit. A patient can either speak with 

a nurse directly through the nurse hotline, or e-mail their primary care physician through the 

secured patient portal created by the EMR implementation. This will increase patient satisfaction, 

and it will allow patients to determine whether an in-person appointment is truly necessary.  In 

addition to saving patients time, it will also free up appointment slots for patients with higher need. 

This has the potential to generate more revenue for the clinic by having more appointments that 

have higher rates of billing. 
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Additional Quality Measures 
One of our major quality measures includes colon cancer screening, which is highly recommended 

for patients 50 years old and over. Due to the aging population in our region, we would like to gain 

more awareness for the necessity of this screening through community outreach. We plan to 

sponsor or cosponsor an annual city walk and 5K to increase awareness and encourage current and 

prospective patients to come to the clinic for a colon cancer screening. Because screening is 

recommended for patients starting at age 50, we will attract both patients with commercial payors 

as well as patients with Medicare. 

Many of our quality measures relate to preventative measures to ensure the health of our Medicare 

population. Therefore, to increase the visibility of these measures and of our clinic, we plan to 

partner with various charitable organizations within the community. We will provide informational 

sessions on the importance of good nutrition and heart health, and encourage people to come to 

the clinic for preventative care screenings, such as screening for high blood pressure.  
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Financial Analysis 

Current Financial State 
As mentioned previously, our practice 

today has eight physicians with an annual 

revenue of approximately $11.5M.   Our 

patients are split between Medicare (30%) 

and Medicaid (10%) with the remaining 

60% coming from commercial plans and 

out of pocket patients.  Total revenue 

figures were estimated on a 

revenue/patient basis.  The estimates for 

both Medicare and Medicaid revenue per 

patient were adjusted down by 2%/year to 

forecast expected declines in revenue as we 

transition to value based payments.    

In 2016 the annual costs were set equal to our revenue to represent a situation where our practice 

is breaking even.  The costs were broken down per the MGMA Cost Survey:  2014 Report Based 

on 2013 Data3 and this cost structure was used as the basis for the forecast.   

Changes Over the Next Five Years 
Our payer mix is expected to change over time as the 65+ age group in San Antonio grows.  We 

expect that in five years 35% of our patients will be covered by Medicaid with 10% still coming 

from Medicaid and 56% from commercial plans and out of pocket patients.  The forecast in these 

changes is based on the demographic trends for Bexar county where the 65+ age group is expected 

to grow at 4.4% compared to an overall population growth rate of 2%.  The growth in Medicare 

patients will be slightly retarded by our initiatives to reach younger patients, such as extending our 

operating hours and reaching out to local businesses. 

Value Based Payments 
The major cost in transitioning to a value based payment is the introduction of an electronic 

medical records (EMR) system which is not currently in use in our practice.  The costs for this 

system is $26,000/physician for the first year and then $8,000/year/physician going forward4.  This 

represents a large upfront cost and we will either need a loan or a structured payment plan in 2017 

to cover the costs of this implementation as will not be able to cover these costs from our free cash 

flow.   

While the EMR represents the major cost associated with switching to a value based payment 

system, it also has major cost savings potential.  We currently have approximately 4.5 support 

staff/physician in our practice but we are estimating a head count reduction and a cost savings 

from implementing the EMR.  We estimate that by implementing the EMR in 2017 we will create 

approximately $2.3M in support cost savings between 2017 and 2021.  However, our research has 

shown that EMR implementation takes time and that costs savings take several years to be realized.  

In addition, many physicians see less patients/day because of having to input information into an 

0%
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Medicare Medicaid Commericial and Other

Figure 2: The above graph shows the current and projected mix of 
patient coverage over the next 5 years based off demographic 
shifts in Bexar County. 
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EMR.  These negative effects have been built into our financial model so that we can account for 

a gradual decrease in support costs and an initial drop in patient volume. 

Effect of MIPS Bonus System 
Our forecast shows that if we transition to a 

value based payment method for our Medicare 

patients we must avoid any MIPS based 

penalties.   Despite the potential savings, the 

EMR system will only be cost effective if we 

avoid penalties.  If we do not believe that we 

can achieve positive bonus payments (for 

example, between 0 and 4% in 2109) we are 

better served not implementing an EMR and 

taking the 4% penalty from our Medicare 

payments. The effects of this penalty can be 

seen in Tables 2 and 3 of the appendix.   

However, successful implementation of our 

value based payment system could generate significant revenues.  Our forecast shows that 

achieving the maximum bonus payments in 2019-2021 would generate an additional $650,000 

over that time span. 

Position in Five Years 
With the successful implementation of the value based payment system along with the additional 

measured proposed in this plan we expect to have annual revenue of $12.3M against total annual 

costs of $11.4M in 2021.  Our 

research has found that many small 

practices struggle with 

implementing a value based system, 

especially in the first several years5.  

Therefore, it is critical that our 

forecast does not depend too heavily 

on expected bonus payments.  

Figure 3 shows the projected 

revenue and costs with no MIPS 

payments.  The full 5 year pro forma 

is given in Table 1.   

   

 

 

 

 

Figure 3: The potential bonus and penalty from MIPS is shown 
in the graph above, along with the cost of not participating in 
MIPS. 

Figure 4: The figure shows the estimated revenue, cost and profit margin 
from 2016 to 2021 with a zero-dollar value MIPS payment (i.e. no bonus and 
no penalty). 
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Table 1: The table below summarizes the financial standing of the practice from 2016 to 2021. 

 

Year 2016 2017 2018 2019 2020 2021

Revenue

Medicare Revenue 3,149,280 3,218,619 3,847,251 3,877,013 4,066,714 4,255,816

Medicaid Revenue 640,354 627,547 614,996 602,696 590,642 578,829

Other 7,776,000 7,659,360 7,542,720 7,426,080 7,309,440 7,192,800

MIPS Bonus (Penalty) 0 0 0 155,081            203,336            297,907            

Total Revenue 11,565,634 11,505,526 12,004,967 12,060,869 12,170,131 12,325,352

Costs

Total Physician Cost 4,626,253 4,626,253 4,626,253 4,626,253 4,626,253 4,626,253

Total Nurse Practitioner Cost 180,000 360,000 363,600 367,236 370,908

Total Support Staff 3,816,659 3,702,159 3,517,051 3,341,199 3,174,139 3,015,432

Building and Occupancy Cost 925,251 925,251 925,251 925,251 925,251 925,251

Medical and Surgical Supply Cost 693,938 690,332 720,298 723,652 730,208 739,521

Ancillary Services Cost 578,282 575,276 600,248 603,043 608,507 616,268

Other General Operating Cost 925,251 920,442 960,397 964,870 973,611 986,028

EMR Implementation 234,000 80,000 80,000 80,000 80,000

Total Costs 11,565,634 11,853,713 11,789,499 11,627,868 11,485,204 11,359,661

Net Income $0.00 -$348,187.55 $215,467.59 $433,001.06 $684,927.38 $965,690.80

Profit Margin 0% -3% 2% 4% 6% 8%
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Appendix 
Table 2: The table below shows the effects of a negative MIPS payment on our five-year pro forma.  Notice that the profit margin 
in years 2019-2021 drop from 4%, 6%, 8% to 2%, 3%, 4%, respectively. 

 

 

Table 3: The five-year pro forma below shows the effects of not participating in the MPS program (thus, taking a 4% penalty in 
2019-2021) while also not implementing the EMR system. 

 

Year 2016 2017 2018 2019 2020 2021

Revenue

Medicare Revenue 3,149,280 3,218,619 3,847,251 3,877,013 4,066,714 4,255,816

Medicaid Revenue 640,354 627,547 614,996 602,696 590,642 578,829

Other 7,776,000 7,659,360 7,542,720 7,426,080 7,309,440 7,192,800

MIPS Bonus (Penalty) 0 0 0 (155,081)           (203,336)          (297,907)          

Total Revenue 11,565,634 11,505,526 12,004,967 11,750,708 11,763,460 11,729,538

Costs

Total Physician Cost 4,626,253 4,626,253 4,626,253 4,626,253 4,626,253 4,626,253

Total Nurse Practitioner Cost 180,000 360,000 363,600 367,236 370,908

Total Support Staff 3,816,659 3,702,159 3,517,051 3,341,199 3,174,139 3,015,432

Building and Occupancy Cost 925,251 925,251 925,251 925,251 925,251 925,251

Medical and Surgical Supply Cost 693,938 690,332 720,298 705,042 705,808 703,772

Ancillary Services Cost 578,282 575,276 600,248 587,535 588,173 586,477

Other General Operating Cost 925,251 920,442 960,397 940,057 941,077 938,363

EMR Implementation 234,000 80,000 80,000 80,000 80,000

Total Costs 11,565,634 11,853,713 11,789,499 11,568,937 11,407,936 11,246,457

Net Income $0.00 -$348,187.55 $215,467.59 $181,770.63 $355,523.56 $483,081.27

Profit Margin 0% -3% 2% 2% 3% 4%

Year 2016 2017 2018 2019 2020 2021

Revenue

Medicare Revenue 3,149,280 3,218,619 3,847,251 3,877,013 4,066,714 4,255,816

Medicaid Revenue 640,354 627,547 614,996 602,696 590,642 578,829

Other 7,776,000 7,659,360 7,542,720 7,426,080 7,309,440 7,192,800

MIPS Bonus (Penalty) 0 0 0 (155,081)           (162,669)          (170,233)          

Total Revenue 11,565,634 11,505,526 12,004,967 11,750,708 11,804,127 11,857,212

Costs

Total Physician Cost 4,626,253 4,626,253 4,626,253 4,626,253 4,626,253 4,626,253

Total Nurse Practitioner Cost 180,000 360,000 363,600 367,236 370,908

Total Support Staff 3,816,659 3,702,159 3,517,051 3,341,199 3,174,139 3,015,432

Building and Occupancy Cost 925,251 925,251 925,251 925,251 925,251 925,251

Medical and Surgical Supply Cost 693,938 690,332 720,298 705,042 708,248 711,433

Ancillary Services Cost 578,282 575,276 600,248 587,535 590,206 592,861

Other General Operating Cost 925,251 920,442 960,397 940,057 944,330 948,577

EMR Implementation 0 0 0 0 0

Total Costs 11,565,634 11,619,713 11,709,499 11,488,937 11,335,663 11,190,715

Net Income $0.00 -$114,187.55 $295,467.59 $261,770.63 $468,463.94 $666,497.60

Profit Margin 0% -1% 2% 2% 4% 6%


