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Executive Summary 
 

Overview: At Katy Medical Group: Primary Care & Specialty, we are determined to seize the 
opportunity within MACRA and concentrate on quality. By embracing change, implementing 
thoughtful strategies, and managing our operations, we forecast that within 5 years we will 
adopt MACRA, enhance quality, open a new patient market, and receive incentive 
reimbursements.  
 
Mission: To continually improve the overall health and wellness of the Katy community by 
providing high quality and comprehensive care in a patient-centric environment.   
 
Vision: We will be the leading and preferred multidisciplinary clinic for the West Region of 
Houston by the year 2020. 
 
Strategies: Katy Medical Group anticipates MACRA to be a platform for improvement and 
we are hopeful for the future as we continue to provide excellent care to the community of 
Katy, Texas. Specifically, we have developed operational strategies that bring out the best 
qualities in this legislation while positively affecting our financial position. We adhere to our 
mission, vision, and values while developing our strategies to ensure sustainability and long 
term success. Below is an outline of our strategies to achieve the goals of sustainability and 
long term success.  
 

 
 
 

Revised'
Incentive'
Program

Strategy(1

Patient'
Portal'

Enhanced'
Utilization

Strategy(2

MACRA'
Review'
Quarterly'
Meetings

Strategy(3
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Prelude 
 

Healthcare services have been reimbursed with the fee-for-service payment model since the 
passage of the Medicare and Medicaid Amendments passed in 1965. This payment model 
has resulted in the United States allocating over 17.1% of the gross domestic product (GDP) 
to healthcare expenditures in 2014, which is forecasted to continue increasing. The highly 
anticipated MACRA (Medicare Access and CHIP Reauthorization Act) legislation is set to 
begin January 1, 2017 with the intent of decreasing total healthcare expenditures. All 
eligible professionals will be accountable for adapting to a value-based payment model in an 
industry that has always aimed for high volumes. Healthcare organizations will look to their 
executive leadership to educate staff on these changes, as well as to drive new strategies to 
leverage this development in a positive way. 
 
At Katy Medical Group: Primary Care & Specialty, we are determined to seize the opportunity 
within MACRA and concentrate on quality. By embracing change, implementing thoughtful 
strategies, and managing our operations, we forecast that within 5 years we will adopt 
MACRA, enhance quality, open a new patient market, and receive incentive 
reimbursements. Furthermore, we are part of an Integrated Delivery System (IDS) that allows 
our physicians to have privileges within the local hospitals of this IDS.   
 
Katy, Texas is a growing area in development and opportunity. The western region of the 
Grand Parkway/TX-99 was completed in March 2013, providing a beltway that stretches 
from US 59 to US 290 (Sugarland to Cypress). Since completion, the Katy market has 
blossomed with new housing developments, retail space, and schools. This growth is 
forecast to continue, making this area an ideal place for new medical services.  
 
After completing our market evaluation, we undertook a careful financial analysis to create 
three scenarios that reflect the range of likely outcomes of MACRA - optimistic, moderate, 
and pessimistic. The pro formas associated with each scenario include 5 year projections 
with payer mix and MACRA implications as the two changing variables. Holding all other 
variables constant, we are able to focus on the financial implications that MACRA has on our 
organization without deviating from our purpose.  
 
At Katy Medical Group, we see MACRA as an opportunity to improve our services. 
Specifically, we have developed operational strategies that bring out the best qualities in 
this legislation while positively affecting our financial position. We adhere to our mission, 
vision, and values while developing our strategies to ensure sustainability and long term 
success. These strategies include a revised physician incentive program, greater utilization 
of our patient portal, and quarterly meetings to track MACRA progress as a group. Katy 
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Medical Group anticipates MACRA to be a platform for improvement and we are hopeful for 
the future as we continue to provide excellent care to the community of Katy, Texas.  

 
Katy Medical Group: Primary Care & Specialty 

 
Overview of the Clinic: 
Mission Statement: To continually improve the overall health and wellness of the Katy 
community by providing high quality and comprehensive care in a patient-centric 
environment.   
 
Vision Statement: We will be the leading and preferred multidisciplinary clinic for the West 
Region of Houston by the year 2020.  
 
Our Core Values:  
 

1.! Authenticity - Living the mission of the organization in all aspects of the 
staff’s professional and personal lives. 

 
2.! Collaboration – Ensuring open communication between internal and 

external providers and patients to ensure a holistic health plan.  
 

3.! Innovation – Dedicating a thoughtful integration of the latest research 
and state-of-the art techniques into effective patient care.  

 
4.! Quality - Striving for excellence in care and service to ensure patient 

satisfaction and health. 
 
Staff: In an effort to provide comprehensive care, we employ a variety of clinicians and 
administrative staff who collaborate and are dedicated to quality outcomes.  
The Medical Staff:  
●! 10 Primary Care Providers: 3 

Physicians, 7 Nurse Practitioners 
●! 1 Interventional Cardiologist 
●! 1 Neurologist 
●! 2 Pediatricians 

●! 1 Obstetrician/Gynecologist 
●! 1 Wellness Coordinator  
●! 3 Registered Nurses (1 as a Case 

Manager)  
●! 1 Lab Technician

 
The Administrative Staff:  
●! Practice Administrator 
●! Practice Manager 
●! 4 Patient Registration Agents 

●! 2 Benefits/Authorization Agents  
●! 2 Information Technologist
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Services: As a multidisciplinary clinic, we offer an array of services for men, women and 
children including care for common medical illnesses, acute and minor injuries, preventative 
services, patient education and nutrition counseling, health screenings, cardiology and 
neurology services. Our primary care providers and pediatricians are also trained on routine 
behavioral health screenings. The clinic also offers lab services on-site for fast results and 
more accurate diagnoses. 
 
Insurance: We accept Medicare, Medicaid, Tricare, Blue Cross Blue Shield, Scott & White, 
Cigna, United, Aetna, Humana, Allegian, AmBetter, CHRISTUS Health, Community First, 
Community Health Choice, and other major insurances.  
 
Hours: Monday - Friday from 8:00am CST to 5:00pm CST 
 
Accommodations: To accommodate our diverse community, we have a certified Spanish 
speaking translator and a language line for languages other than Spanish and English. We 
also offer wellness programs, on-site laboratory, and wellness coordinator trained in social 
work to strengthen the continuity of care. 
 
Facility Layout: 
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Location: On the southeast corner of highways the Grand Parkway and I-10, Katy, Texas (Fort 
Bend and Harris Counties). Both the Grand Parkway/TX-99 and I-10 are roadways heavily 
utilized by commuters traveling between downtown and the suburbs. 
  

 
 

Market Analysis 
 
Katy has a population demographic indicating continuing success. We expect the pediatric 
population to grow significantly within the next several years due to the expansion of the 
Katy Independent School District. By the end of summer 2017, three elementary schools, 
two junior high schools, and one high school will be built to accommodate the rapid growth 
in the area (Katy ISD, 2016). Additionally, 28% of Katy’s population is under 18 years of age 
and can be supported by our pediatricians. Katy’s median age is relatively young with the 
average adult being 36 years old. This younger population will yield a need for an OB/GYN 
and reproductive care specialist, as 13% of the total population is within child bearing age. 
With the expansion of the school district we also expect an expansion of the real estate 
market. Katy ISD’s Population and Survey Analysts have confirmed that starting this October 
for the next 12 months there will be 2,470 new housing developments, which will increase 
to 3,014 by October 2020 (Herrera, 2016). This increase in the housing market along with 
the expansion of the school district will attract more families to Katy as the area continues 
developing. 
 
Competitors: As a multidisciplinary clinic, Katy Medical Group has a competitive advantage 
over our competitors. These competitors include: Katy Family Physicians, Grand Cinco 
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Medical Clinic, Texas Children’s Pediatric-Cinco Ranch, Jenkins Obstetrics, Gynecologists 
and Reproductive Medicine, Kelsey-Seybold Clinic, King’s Land Geriatric and Adult Medicine, 
Advanced Women’s Wellness, Women’s Specialists of Katy, Katy Memorial Pediatric, Just for 
Kids Pediatrics, Katy Cardiology & Associates, Houston Metropolitan Cardiology, Complete 
Cardiac Care, and Memorial Hermann Katy Medical Group. 
 
Demographics: 
 

1.! The median age for Katy residents is 36.1 years with a median income of $73,006. 
2.! Age Range and Population: 

Age Range Female Male % of Total 
Population 

Under 5 477 512 7% 

5-17 1,387 1,468 21% 

18-39 1,847 1,954 28% 

40-64 2,450 2,316 34% 

65+ 842 613 10% 

Total 7,003 6,863 100% 

 
3.! Languages 

a.! Harris County - 42.5% speak English and a non-English language 
b.! Fort Bend County - 37.9% speak a non-English language  
c.! 80% of people who speak a non-English language speak Spanish  
d.! Fort Bend County - 9.1% Chinese speaking, 6.3% Vietnamese and 5.1% other 

Asian 
 
Health Assessment - The Needs in Our Community: After consulting with Memorial Hermann 
health assessment, we identified the following five common conditions in Katy (population 
prevalence can be found in the appendix). These conditions are directly serviced by the 
specialties we offer in our multidisciplinary clinic.  
 

1.! Overweight and Obesity  
2.! Diabetes  
3.! Heart Disease, Stroke and Cardiovascular Risk Factors 
4.! Behavioral Health  
5.! Health Access and Utilization   
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Proactive Approach to MACRA 
  
Operational Definition of the Opportunity:  
Transitioning to a value-based payment model from a fee-for service payment model will 
require Katy Medical Group to strategically prioritize quality. While this change in paradigm 
is challenging, it creates an opportunity to improve patient care and minimize expenditures. 
Katy Medical Group will participate in the Merit Incentive Payment System (MIPS) as a group 
for the year 2017. 
 
The following sections go into detail about the variety of principles we utilized while 
developing our strategies: components included in Crossing the Quality Chasm, MIPS, 
industry challenges, Katy Medical Group mission/vision/values, and finances.  
 
Components included in Crossing the Quality Chasm: 
We looked at the following principles to create the best environment for patients, 
employees, and stakeholders. 

1.!Safety: avoiding injuries to patients from the care that is intended to help them. 
2.!Effective: providing services based on scientific knowledge to all who could 

benefit, and refraining from providing services to those not likely to benefit 
3.!Patient – Centered: providing care that is respectful of and responsive to 

individual patient preferences, needs, and values, and ensuring that patient 
values guide all clinical decisions 

4.!Timely: reducing waits and sometimes harmful delays for both those who receive 
and those who give care 

5.!Efficient: avoiding waste, including waste of equipment, supplies, ideas, and 
energy 

6.!Equitable: providing care that does not vary in quality because of personal 
characteristics such as gender, ethnicity, geographic location, and socioeconomic 
status 

 
Components included in the MIPS Program: 

1.!Quality: this category replaces the current PQRS and accounts for 50% of the 
composite performance score (CPS) for the MIPS program 

2.!Resource Use: this category replaces the Value-Based Modifier and accounts for 
10% of the CPS for the MIPS program 

3.!Clinical Practice Improvement Activities (CPIA): this category is new and requires 
the eligible professionals to demonstrate practice improvements. These can 
include care coordination, shared decision-making, safety checklists, and 
expanding practice access. This category accounts for 15% of the CPS for the 
MIPS program 
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4.!Clinical Practice Improvement Activities (CPIA): this category is new and requires 
the eligible professionals to demonstrate practice improvements. These can 
include care coordination, shared decision-making, safety checklists, and 
expanding practice access. This category accounts for 15% of the CPS for the 
MIPS program 

 
Industry Challenges: 

1.!Decreasing the administrative burden for physicians 
2.!Moving to value-based reimbursement while minimizing costs 
3.!The lack of collaboration between healthcare providers. 

 
Mission/Vision/Values:  
Mission- To continually improve the overall health and wellness of the Katy community by 
providing high quality and comprehensive care in a patient-centric environment.   
 
Vision- We will be the leading and preferred multidisciplinary clinic for the West Region of 
Houston by the year 2020.  
 
Core Values:  
1. Authenticity - Living the mission of the organization in all aspects of the staff’s 
professional and personal lives. 
2. Collaboration – Ensuring open communication between internal and external providers 
and patients to ensure a holistic health plan.  
3. Innovation – Dedicating a thoughtful integration of the latest research and state-of-the art 
techniques into effective patient care.  
4. Quality - Striving for excellence in care and service to ensure patient satisfaction and 
health. 
 
Finances: 

1.! Increase Medicare reimbursements 
2.! Decrease costs 
3.! Increase net income 
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Operational Strategies 
  
In the following strategies, each initiative will be connected to the areas listed in our 
proactive approach to MACRA to showcase the interconnectivity of our overall goals. 
  
1. Change to Physician Incentive Program  
Currently, we incentivize physicians using as productivity goal. In 2016 (Year 0) the goal was 
to see an average of 13 patients a day and the physicians actually saw an average of 15 
patients. The incentive for being over-productive is shown below:  
 

(Actually - Goal)($75)(Days in Incentive Period) = Bonus per provider 
 

(15-13)($75)(250 Days) = $37,500 annually per provider 
 
Since MACRA aims to move away from fee-for-service and towards quality, Katy Medical 
Group will do the same in regards to our physician incentive program. To do this, the new 
incentives are allocated based on the Katy Medical Group Composite score, which is 
outlined below. 
 
50% of the Katy Medical Group Composite Score is associated with volume management 
50% of the Katy Medical Group Composite Score is associated with Patient Satisfaction 
  
The total composite score is multiplied by $50,000, which is the maximum amount that a 
provider can receive over one year.  
 
Volume Management: 
If the new goal is to see 12 patients, but not more, the success will be recorded by how 
close the provider is to reaching this goal. If the provider reaches the goal or is within 1 
patient of the goal, the provider will be awarded 100% for that measure, if the provider is 2-
3 patients away from meeting the goal, the provider will be awarded 80% for that measure, 
and if the provider is 4+ patients away from the goal, the provider will be awarded 20% for 
that measure. 

 
Patient Satisfaction Scores: 
Providers will be scored based on how they rank amongst the industry in patient 
satisfaction. Press Ganey, as our survey supplier, can provide benchmark data on patient 
satisfaction resulting in three categories - Poor, Satisfactory, and Distinguished. If the Katy 
Medical Group providers fall in the distinguished category they will be awarded 100% for 
that measure, if they fall in the satisfactory category they will be awarded 80% for that 
measure, and if they fall in the poor category they will be awarded 20% for that measure. 
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Total Katy Medical Group Composite Score: 
For example, if a provider scores 100% for the patient satisfaction portion and 75% for the 
volume management portion, the following calculation will determine their incentive 
payment: 

(75%+100%)/2 * $50,000 = $43,750 annually per provider 
 
2. Patient Portal 
In 2017, we will be implementing a patient portal to provide a medium for providers to 
interact with patients outside the traditional clinical setting - and specifically address their 
non-emergency concerns. These concerns are likely expected to include questions regarding 
medical prescriptions, office visit appointments and requests for medical records.  
 
The staff that will be involved in the implementation of the portal is the IT support, practice 
management and the medical staff’s nurse practitioners (NPs). The IT support will aid in the 
technological implementation of the patient portal that we will be acquiring software from a 
third-party company. Following this step, the practice manager will collaborate with the NPs 
to assign each NP ownership of addressing each type of inquiry that is sent through the 
portal. Subsequently, the inquiries - already sub-categorized as related to prescriptions, 
appointments and medical records - will be primarily categorized by each physician. In this 
manner, each NP will be accountable for addressing various concerns of a particular 
physician.  
 
It is important to note that the patient portal will be interconnected with the EHR system. 
Therefore, the messages received through the portal can be delivered to each NP’s EHR 
account, allowing for the ability to track how many portal messages are opened and 
responded to daily. Consequentially, the timeliness of each NP’s responses to patient portal 
questions and concerns can be evaluated through reports that are bi-weekly generated 
through the EHR system. 
 
To ensure that patient portal inquiries are being addressed in a timely manner by each NP, 
the practice administrator will mandate that each NP designate one hour daily during each 
workday to address patient portal inquiries. Additionally, once the volunteers have 
completed a HIPAA orientation, the NPs will conduct educational, training seminars monthly 
for volunteers from local academic centers, such as high schools and colleges, in managing 
the administrative aspects of the patient portal. Specifically, these volunteers can address 
minor technological issues related to troubleshooting any patient login issues, inputting 
patient emails into the patient portal software, and forwarding more serious issues to the IT 
support team. This will not only enable for a wider ownership of the patient portal, but will 
also be a cost-effective way of managing the patient portal.  
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3. Quarterly Dashboard Implementation 
Quarterly dashboards (Figure 3 below) will include data related to the volume of patient 
emails collected for and inputted into the portal, the number of questions that each NP is 
answering daily and the rate of portal usage from the consumer’s end. Since quarterly 
meetings at which these dashboards will be presented in will include the NPs and their 
physician, this is meant to encourage and maintain accountability amongst the clinical and 
administrative staff for the patient portal
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Figure 3: Sample Dashboard
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4. Katy Medical Group Telemedicine  
Starting in year 3 (2018), Katy Medical Group is striving for an annual decrease in patient 
office visits to meet MACRA patient volume goals and, subsequently, receive incentives. This 
initiative is in line with our organization mission of providing patient care at a population 
level and to bridge the gap in accessibility that currently exists in Katy for primary care 
services.  
 
To continue addressing the decreasing volume of patient office visits, we will be 
implementing a telemedicine program in year 3. The telemedicine program will include all 
specialties currently in practice at Katy Medical Group with the exception of OB/GYN. The 
cost per telemedicine consult is a flat fee of $125 for every patient. Our hope is to see 90% 
of the decreasing volume from year-to-year of patient office visits.  
 
For example, in the pro forma looking at year 3: 
 

(Year 1 total patient office visits - Year 3 total patient office visits) = Telemedicine volume 
Telemedicine volume x 90% x $125 = Revenue for telemedicine consults per year 

 
 
Beyond 5 Years: 
The strategies the Katy Medical Group is implementing in 2017 are projected to bring about 
positive change in reimbursements and net income. This success will be documented in a 
portfolio style report so that the Katy Medical Group can join an Accountable Care 
Organization (ACO) in the future.  
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Strategies in relation to MACRA and organizational goals: 
Strategy MIPS Quality Chasm Industry Challenge Organization 

Mission/Vision/Values 
Finances 

Patient Portal: 
 
The utilization of the 
patient portal will act as 
the medium of 
information exchange 
between staff and 
patients in a non-
traditional manner.  

•! Providers are able to 
address patients’ non-
emergency concerns 
in a low-cost setting 
with a faster 
turnaround time per 
question, allowing 
them more time to 
provide the highest 
quality patient care 
possible. 

•! A portal allows for a 
reduction in the 
amount of patient 
office visits since 
patients can 
communicate non-
emergency issues with 
their provider and 
other clinical staff 
from the convenience 
of their homes.  

•! Reduction in quantity 
of patients and an 
increase in quality of 
services promote 
meeting the quality 
and patient quantity 
goals posed by 
MACRA’s MIPS 
program, and 
subsequently, the 
incentives it offers for 
doing so.   

•! The patient portal will 
address the Safety, 
Effective, Patient-
Centered, Timely, 
Efficient, and 
Equitable aspects 
displayed in “Crossing 
the Quality Chasm” 

 

•! Reducing 
administrative burden 
for physicians who 
address non-
emergency services 
such as questions 
about medications, 
medical records, and 
appointments.  

•! Volunteers will be 
trained in managing 
the patient portal 
communication and 
patient demographic 
input.  

•! Mission: By enabling 
patients to communicate 
non-emergency issues 
with their provider  and 
other clinical staff from 
the convenience of their 
homes, we are able to 
provide quality, patient-
centric care. 

•! Reduction in 
quantity of 
patients and an 
increase in quality 
of services 
promote meeting 
the quality and 
patient quantity 
goals posed by 
MACRA’s MIPS 
program, and 
subsequently, the 
incentives it offers 
for doing so.   

•! Volunteers will be 
trained in 
managing the 
patient portal 
communication 
and patient 
demographic 
input, creating a 
cost efficient 
environment.  
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Physician Incentive 
Program: 
 
Since reimbursements 
are now based upon 
quality and not quantity, 
the current incentive 
program will be changed 
to reflect this.  This 
incentive program will 
internally incentivize 
providers in the years 
before the MACRA 
incentives, or penalties, 
are distributed. The 
incentive program will 
also serve as a continue 
method of incentivizing in 
conjunction with MACRA. 
 
 

•! The incentive program 
is built with metrics 
that support MACRA 
goal to reduce volume 
and increase quality. 

•! The incentive program 
will address the 
Safety, Effective, 
Patient-Centered, and 
Timely aspects 
displayed in “Crossing 
the Quality Chasm” 

•! The incentive program 
will address the 
industry concern of 
moving to value-based 
reimbursement by 
incentivizing providers 
to decrease volume 
and increase quality.  

•! Increasing quality is 
something that is 
specifically outlined in 
our 
mission/vision/values 
so having this built into a 
strategy will further 
address this. 

•! This incentive 
program benefits 
our financial goals 
because by 
building a 
capitated amount 
for each year 
while still 
providing a hefty 
incentive for 
physicians.  

Dashboards: 
 
The implementation of 
the MACRA dashboards is 
essential for identifying 
trend related to our 
success in meeting MIPS 
measures. This data will 
be compiled and 
presented quarterly to 
the staff to promote 
accountability and 
collaboration to the 
medical group. 

•! Through quarterly 
analysis, we can 
regularly analyze 
trends related to 
patient office visits, 
enabling for the 
recognition of 
significantly high 
patient visits by 
specialty. If any such 
trends are found, we 
can address these 
issues at meetings 
that include clinical 
leaders, thereby 
encouraging providers 
to reduce high patient 

•! The MACRA 
dashboard will 
address the Effective, 
Timely, and Efficient 
aspects displayed in 
“Crossing the Quality 
Chasm” 

•! Ensuring accurate 
data is presented can 
be challenging at 
times, but with the 
data, care can be 
delivered in a timelier 
and efficient manner.  

•! Vision: Throughput 
dashboards can look at 
trends related to office 
and supply usage and 
patient office visits, 
presented at quarterly 
meetings that will include 
both clinical and 
administrative leaders. 
Therefore, encouraging 
collaboration and an 
integrative approach to 
delivering patient care.  

 

•! Through quarterly 
analysis, we can 
regularly analyze 
utilization of office 
and medical 
supply to 
recognize areas 
that are being 
over utilized. If 
overutilization is 
found, we can 
then engage in 
cutting costs 
where necessary 
to ensure the 
most viable usage 
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volumes and meet 
MACRA’s MIPS goals.  

of labor and 
equipment.     

 

Telemedicine:  
 
To continue addressing 
the decreasing volume of 
patient office visits, we 
will be implementing a 
telemedicine program in 
year 3. 

•! Starting in year 3 
(2018), Katy Medical 
Group is striving for 
an annual decrease 
in patient office visits 
to meet MACRA 
patient volume goals 
and, subsequently, 
receive incentives. 

•! Helps provide TIMELY 
and EFFICIENT care in 
a PATIENT-CENTRIC 
environment.  

•! Addressing 
population health 
needs by making 
healthcare more 
accessible to rural 
and underserved 
populations.  

•! This initiative is in line 
with our organization 
mission of providing 
patient care at a 
population level and to 
bridge the gap in 
accessibility that 
currently exists in Katy 
for primary care services. 

•! Rather than 
creating a 
financial loss from 
the patient 
volume we are 
losing from 
accomplishing 
MACRA’s goals, 
telemedicine 
allows us to 
continue serving 
these patients in a 
non-traditional 
setting.  
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Sensitivity Analysis 
 
In order to understand how payor mix solely affects net patient visit revenue, we explored 
three scenarios. Each scenario is characterized by a unique payor mix distribution and is 
classified as Optimistic, Moderate and Pessimistic. Since private payors are more financially 
lucrative for a healthcare organization, the optimistic scenario is characterized by a majority 
of private payors. Subsequently, the moderate scenario is characterized by a majority 
Medicare payors. Lastly, the pessimistic scenario is also characterized by a majority 
Medicare payor portion, if more so than the moderate scenario.  The payor mix distribution is 
shown in Figure 1. 
 
As expected, our analysis results showed that the highest, second highest and lowest net 
patient visit revenues were produced by the optimistic, moderate and pessimistic scenarios, 
respectively (Figure 2).  
 
Figure 1: Payor Mix 

! Medicare! Private! Medicaid! Self/pay!
Optimistic! 38%$ 50%$ 7%$ 5%$
Moderate! 50%$ 35%$ 10%$ 5%$
Pessimistic! 55%$ 25%$ 15%$ 5%$

 
Figure 2: Net Patient Visit Revenues  
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Pro Formas Based on Different Scenarios 
 
After completion of the sensitivity analysis, we addressed the revenues and expenses 
associated with Katy Medical Group and payor mix. Three pro formas were created to depict 
the effects of each scenario with its own unique payor mix: optimistic, moderate, and 
pessimistic (Figure 1). Comparing scenarios, total revenue, total expenses, and net income 
differed (detailed pro formas on following pages).  
 
Incentives and Penalties: 

 
 
 
 
 
 
 
 
 
 
 

Reimbursement for Total Medicare 
Office Visits  Optimistic Moderate Pessimistic 

 $4,261,491$ $5,607,225$ $6,167,948$
    

MIPS Penalty/Reimbursement 2019 2020 2021 
Optimistic 4%$ 5%$ 7%$
Moderate /2%$ 0%$ 6%$

Pessimistic /4%$ /5%$ /7%$
    

Medicare MIPS Revenue 2019 2020 2021 
Optimistic $4,431,951$ $4,474,566$ $4,559,795$
Moderate $5,495,081$ $5,607,225$ $5,943,659$

Pessimistic $5,921,230$ $5,859,550$ $5,736,191$
    

Medicare MIPS Incentives/Penalties  2019 2020 2021 
Optimistic $170,460$ $213,075$ $298,304$
Moderate /$112,145$ $0.00$ $336,434$

Pessimistic /$246,718$ /$308,397$ /$431,756$
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Pro Forma: Optimistic Scenario: 
Katy Medical Group: Primary Care and Specialty 

Forecasted Statements of Operations: January 1, 2017 - December 31, 2021 
  2016 2017 2018 2019 2020 2021 
  Year 0  Year 1 Year 2 Year 3 Year 4 Year 5 

Annual Patient Office Visits 73,125 73,125 71,663 70,931 70,200 69,469 
Annual Patient Lab Visits  21,938 21,938 21,499 21,279 21,060 20,841 
         
Revenues:        
Total Patient Visit Revenue $13,187,851 $13,187,851 $12,924,094 $12,792,215 $12,660,337 $12,528,458 
Lab Revenue  $767,813 $767,813 $752,456 $744,778 $737,100 $729,422 
Telemedicine Revenue   $164,531 $246,797 $365,625 $457,031 
MIPS Incentive    $170,460 $213,075 $298,304 
Total Revenues $13,955,663 $13,955,663 $13,841,081 $13,954,250 $13,976,136 $14,013,216 
         
Expenses:        
Salaries        
Physicians $1,659,000 $1,683,885 $1,709,143 $1,734,780 $1,760,802 $1,787,214 
Medical Group Incentive $562,500 $750,000 $750,000 $750,000 $750,000 $750,000 
Clinical Support Staff $963,000 $977,445 $992,107 $1,006,988 $1,022,093 $1,037,424 
Administrative Support $263,000 $266,945 $270,949 $275,013 $279,139 $283,326 
IT Support $80,000 $81,200 $82,418 $83,654 $84,909 $86,183 
Benefits $420,000 $420,000 $420,000 $420,000 $420,000 $420,000 
Building Expenses        
Rent $115,000 $115,000 $115,000 $115,000 $115,000 $115,000 
Utilities $13,200 $13,200 $13,200 $13,200 $13,200 $13,200 
Education & Training        
Staff Education & Training $8,000 $8,000 $8,000 $8,000 $8,000 $8,000 
Providers Education & Training $6,400 $6,400 $6,400 $6,400 $6,400 $6,400 
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Patient and Employee Satisfaction  $4,250 $4,250 $4,250 $4,250 $4,250 
Equipment        
Lease $70,000 $71,050 $72,116 $73,197 $74,295 $75,410 
Maintenance $20,000 $20,000 $20,000 $20,000 $20,000 $20,000 
Insurance        
Property (building, contents, liability) $10,500 $10,500 $10,500 $10,500 $10,500 $10,500 
Flood $5,000 $5,000 $5,000 $5,000 $5,000 $5,000 
Malpractice $32,000 $32,000 $32,000 $32,000 $32,000 $32,000 
Taxes        
Property tax $25,000 $25,000 $25,000 $25,000 $25,000 $25,000 
Federal income tax $5,582,265 $5,582,265 $5,536,432 $5,581,700 $5,590,454 $5,605,286 
Charity Care $750,000 $750,000 $750,000 $750,000 $750,000 $750,000 
Supplies        
Office Supplies $365,625 $365,625 $358,313 $354,656 $351,000 $347,344 
Medical Supplies Office Visits (variable) $731,250 $731,250 $716,625 $709,313 $702,000 $694,688 
Medical Supplies Labs (variable) $438,750 $438,750 $429,975 $425,588 $421,200 $416,813 
Total Expenses $12,120,490 $12,357,765 $12,327,428 $12,404,240 $12,445,243 $12,493,037 
         
Net Income $1,835,173 $1,597,898 $1,513,653 $1,550,010 $1,530,893 $1,520,179 
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Pro Forma: Moderate Scenario: 
Katy Medical Group: Primary Care and Specialty 

Forecasted Statements of Operations: January 1, 2017 - December 31, 2021 
  2016 2017 2018 2019 2020 2021 
  Year 0  Year 1 Year 2 Year 3 Year 4 Year 5 
Annual Patient Office Visits 73,125 73,125 71,663 70,931 70,200 69,469 
Annual Patient Lab Visits 21,938 21,938 21,499 21,279 21,060 20,841 
         
Revenues:        
Total Patient Visit Revenue $12,266,958 $12,266,958 $12,021,619 $11,898,949 $11,776,280 $11,653,610 
Lab Revenue  $767,813 $767,813 $752,456 $744,778 $737,100 $729,422 
Telemedicine Revenue   $164,531 $246,797 $329,063 $411,328 
MIPS Incentive     $0 $336,434 
Total Revenues $13,034,771 $13,034,771 $12,938,607 $12,890,524 $12,842,442 $13,130,794 
         
Expenses:        
Salaries        
Physicians $1,659,000 $1,683,885 $1,709,143 $1,734,780 $1,760,802 $1,787,214 
Medical Group Incentive $562,500 $450,000 $450,000 $450,000 $450,000 $450,000 
Clinical Support Staff $963,000 $977,445 $992,107 $1,006,988 $1,022,093 $1,037,424 
Administrative Support $263,000 $266,945 $270,949 $275,013 $279,139 $283,326 
IT Support $80,000 $81,200 $82,418 $83,654 $84,909 $86,183 
Benefits $420,000 $420,000 $420,000 $420,000 $420,000 $420,000 
Building Expenses        
Rent $115,000 $115,000 $115,000 $115,000 $115,000 $115,000 
Utilities $13,200 $13,200 $13,200 $13,200 $13,200 $13,200 
Education & Training        
Staff Education & Training $8,000 $8,000 $8,000 $8,000 $8,000 $8,000 
Providers Education & Training $6,400 $6,400 $6,400 $6,400 $6,400 $6,400 
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Patient and Employee Satisfaction  $4,250 $4,250 $4,250 $4,250 $4,250 
Equipment        
Lease $70,000 $71,050 $72,116 $73,197 $74,295 $75,410 
Maintenance $20,000 $20,000 $20,000 $20,000 $20,000 $20,000 
Insurance        
Property (building, contents, liability) $10,500 $10,500 $10,500 $10,500 $10,500 $10,500 
Flood $5,000 $5,000 $5,000 $5,000 $5,000 $5,000 
Malpractice $32,000 $32,000 $32,000 $32,000 $32,000 $32,000 
Taxes        
Property tax $25,000 $25,000 $25,000 $25,000 $25,000 $25,000 
Federal income tax $5,213,908 $5,213,908 $5,175,443 $5,156,210 $5,136,977 $5,252,318 
Charity Care $750,000 $750,000 $750,000 $750,000 $750,000 $750,000 
Supplies        
Office Supplies $365,625 $365,625 $358,313 $354,656 $351,000 $347,344 
Medical Supplies Office Visits (variable) $731,250 $731,250 $716,625 $709,313 $702,000 $694,688 
Medical Supplies Labs (variable) $438,750 $438,750 $429,975 $425,588 $421,200 $416,813 
Other Expenses        
MIPS Penalty    -$112,145    
Total Expenses $11,752,133 $11,689,408 $11,666,438 $11,566,605 $11,691,765 $11,840,068 
         
Net Income $1,282,637 $1,345,362 $1,272,169 $1,323,919 $1,150,677 $1,290,726 
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Pro Forma: Pessimistic Scenario: 
Katy Medical Group: Primary Care and Specialty 

Forecasted Statements of Operations: January 1, 2017 - December 31, 2021 
  2016 2017 2018 2019 2020 2021 
  Year 0  Year 1 Year 2 Year 3 Year 4 Year 5 
Annual Patient Office Visits 73,125 73,125 71,663 70,931 70,200 69,469 
Annual Patient Lab Visits 21,938 21,938 21,499 21,279 21,060 20,841 
         
Revenues:        
Total Patient Visit Revenue $11,405,005 $11,405,005 $11,176,905 $11,062,854 $10,948,804 $10,834,754 
Lab Revenue  $767,813 $767,813 $752,456 $744,778 $737,100 $729,422 
Telemedicne Revenue   $164,531 $246,797 $329,063 $411,328 
Total Revenues $12,172,817 $12,172,817 $11,929,361 $11,807,633 $11,685,904 $11,564,176 
         
Expenses:        
Salaries        
Physicians $1,659,000 $1,683,885 $1,709,143 $1,734,780 $1,760,802 $1,787,214 
Medical Group Incentive $562,500 $225,000 $225,000 $225,000 $225,000 $225,000 
Clinical Support Staff $963,000 $977,445 $992,107 $1,006,988 $1,022,093 $1,037,424 
Administrative Support $263,000 $266,945 $270,949 $275,013 $279,139 $283,326 
IT Support $80,000 $81,200 $82,418 $83,654 $84,909 $86,183 
Benefits $420,000 $420,000 $420,000 $420,000 $420,000 $420,000 
Building Expenses        
Rent $115,000 $115,000 $115,000 $115,000 $115,000 $115,000 
Utilities $13,200 $13,200 $13,200 $13,200 $13,200 $13,200 
Education & Training        
Staff Education & Training $8,000 $8,000 $8,000 $8,000 $8,000 $8,000 
Providers Education & Training $6,400 $6,400 $6,400 $6,400 $6,400 $6,400 
Patient and Employee Satisfaction  $4,250 $4,250 $4,250 $4,250 $4,250 
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Equipment        
Lease $70,000 $71,050 $72,116 $73,197 $74,295 $75,410 
Maintenance $20,000 $20,000 $20,000 $20,000 $20,000 $20,000 
Insurance        
Property (building, contents, liability) $10,500 $10,500 $10,500 $10,500 $10,500 $10,500 
Flood $5,000 $5,000 $5,000 $5,000 $5,000 $5,000 
Malpractice $32,000 $32,000 $32,000 $32,000 $32,000 $32,000 
Taxes        
Property tax $25,000 $25,000 $25,000 $25,000 $25,000 $25,000 
Federal income tax $4,869,127 $4,869,127 $4,771,744 $4,723,053 $4,674,362 $4,625,671 
Charity Care $750,000 $750,000 $750,000 $750,000 $750,000 $750,000 
Supplies        
Office Supplies $365,625 $365,625 $358,313 $354,656 $351,000 $347,344 
Medical Supplies Office Visits (variable) $731,250 $731,250 $716,625 $709,313 $702,000 $694,688 
Medical Supplies Labs (variable) $438,750 $438,750 $429,975 $425,588 $421,200 $416,813 
Other Expenses        
MIPS Penalty    -$246,718 -$308,397 -$431,756 
Total Expenses $11,407,352 $11,119,627 $11,037,740 $10,773,875 $10,695,753 $10,556,665 
         
Net Income $765,465 $1,053,190 $891,621 $1,033,757 $990,152 $1,007,511 
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Cost of Transitioning 
Fee-for-Service to Value-based Payment Models 

 
With the new payment method on the horizon, we have added training and a staff member 
to improve performance. Education and training allows our staff and providers to implement 
the most recent advancements, addressing the aspect of providing effective, efficient, and 
timely care. The addition of a wellness coordinator addresses the continuum of care by 
creating awareness of all aspects of health and wellbeing.  
 

Cost of Transitioning 
Staff Education & Training $8,000.00 
Providers Education & Training $6,400.00 
Wellness Coordinator Salary $88,000.00 
Total $102,400.00 
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Appendix 
 
Insurance Data 
Allegian: 27.48 percent 
AmBetter (Celtic): 15.51 percent 
Blue Cross Blue Shield of Texas: 58.4 percent 
CHRISTUS Health: 17 percent to 30 percent 
Cigna: 23.5 percent (but possibly exiting the exchange) 
Community First: 7.5 percent to 8.7 percent 
Community Health Choice: 6.91 percent 
FirstCare (SHA): 29.13 percent 
Humana: 45.35 percent 
IdealCare (Sendero): 19.68 percent 
Insurance Company of Scott & White: 19.62 percent 
Molina: 9.6 percent 
Oscar: 11.7 percent to 22.3 percent (coverage area is being reduced; plans will not be 
available in the Dallas area in 2017) 
Prominence Healthfirst: 31.85 percent 
 
Health Needs Assessment Data 
Obesity  
69.4% of adults in Harris County are overweight or obese 
⅓ of the general Houston area high school students self-reported that they were overweight 
 
Diabetes  
10.4% of Harris County adults have diabetes 
 
Heart Disease, Stroke and Cardiovascular Risk Factors 
2.7% of Harris County adults have an angina or coronary heart disease 
3.6% of Harris County adults had a heart attack within the past year 
3.8% of Harris County adults had a stroke within the past year 
⅓ of Harris County adults have high blood pressure and high cholesterol 
 
Behavioral Health  
Adults:  

•! Nearly 1/5 in Harris and Fort Bend Counties have self-reported 5 or more poor 
mental health days 

•! Substance Abuse 
o! 3.7% of adults self-reported binge drinking in Harris County 
o! 13.6% of adults self-identified as smokers in Harris County 
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Youth:  
•! Depression 

o! 33% of Hispanic students reported feeling depressed for more than two 
weeks 

o! 25.6% of Caucasian students reported feeling depressed for more than two 
weeks 

o! 23.9% of African American  students reported feeling depressed for more than 
two weeks 

•! Suicide Attempts 
o! 12.1% of Hispanic students and 11.3% of Black students attempted suicide 

 
Health Access and Utilization   
Primary Care Clinician to Patient Ratio is 1:58 
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