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EXECUTIVE SUMMARY 
BACKGROUND OF PRACTICE 

Sandcastle Family Practice, herein after referred to as ‘the practice’, is located in Corpus Christi, Texas. 

The practice consists of 20 family medicine physicians plus support staff, consisting of nurses and 

administrative employees. The practice has 34,400 patients. Past reimbursement for services have largely 

been from Medicare, but the practice also accepts Medicaid, traditional insurance, and managed care 

plans.  

 

CURRENT OPERATIONS AND FINANCIAL STANDING 

Current operations consist of physicians caring for patients, referring to specialists, and follow up care. 

Over the past few years, the practice has been making changes to the operations in preparation for 

reimbursement for value-based care and new regulations under the Affordable Care Act. The practice has 

implemented a Certified Electronic Health Record System (EHR) and the physicians have been reporting 

quality metrics under the Physician Quality Reporting System. The net turnover for the fiscal year 2016 

was close to $7 million. The revenue covered the net operating expense of the practice and all ancillary 

expenses were covered by the revenue. The revenue stream was restricted to payments on account of 

treatment of patients.  

 

NEW REGULATIONS ON REIMBURSEMENT FOR SERVICES RENDERED 

In 2016, the final updates to the Medicare Access and CHIP Reauthorization Act of 2015 (MACRA) were 

passed. The regulation changes Medicare reimbursements starting in 2019. There are two methods of 

reimbursement adjustments, Merit-based Incentive Payment System (MIPS) or Advanced Alternative 

Payment Method (AAPM). The goal is to incentivize physicians to practice value-based medicine. Value is 

defined as outcome per dollar spent. The practice will begin reporting under MIPS in 2017 to qualify for 

adjustments beginning in 2019. In 2017-2018, physicians will report quality, patient outcome measures, 

and use of electronic records to Centers for Medicare and Medicaid (CMS). These reports will be evaluated 

by CMS for reimbursement adjustments in 2019. If the practice does not report any metrics, the practice 

will be subjected to a maximum negative adjustment of 4% from fee schedule. The goal of this regulation 

is to incentivize physicians to begin or improve their practice to focus on the long-term outcome of the 

patients. To accomplish this goal, the largest challenge for the practice will be patients with chronic 

disease.  

 

PROPOSED OPERATIONAL CHANGES 

Medicare beneficiaries who have one or more chronic diseases will be the focus of the practice’s new 

operations. The proposed changes will minimize costs, improve patient outcomes, and gain the practice 

additional revenue. The following changes are proposed: 

 Hold information sessions to educate physicians on MACRA and how it will affect the practice in 

the transition to value-based reimbursements. 

 Introduce new position, Patient Advocate, who will communicate with patients so the practice is 

in frequent communication with changes in patients’ health condition and to provide support for 

patients with chronic conditions. 

 Create customized care plans for behavioral modifications including diet and exercise for each 

patient. 
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 Create personalized patient profile that is accessible to care providers to coordinate treatment 

and overall wellbeing of patients with chronic conditions. 

 Form new alliance with hospital and specialists to utilize for hospital admissions and specialty 

care. 

 Provide home visits for patients who lack access to transportation for regular care. 

In addition, these proposed changes will allow for many Medicare patients to participate in Chronic Care 

Management under Medicare. These proposed changes will allow our practice to better manage the 

chronic conditions of the patients and improve outcome measures. 

 

OUTCOME AND FINANCIAL PROJECTIONS 

With the proposed operational changes, the practice can anticipate the following revenue, cost, and profit 

tends with a maximum MIPS adjustment:  

 

Year Revenue Costs Profits Profitability 

2016  $           6,874,668   $           6,874,668   $                            -    0% 

2017  $           7,978,899   $           6,908,943   $           1,069,956  13.41% 

2018  $           7,978,899   $           6,908,943   $           1,069,956  13.41% 

2019  $           8,122,271   $           6,908,943   $           1,213,328  14.94% 

2020  $           8,301,487   $           6,908,943   $           1,392,544  16.77% 

2021  $           8,552,388   $           6,908,943   $           1,643,445  19.22% 

 

The changes in revenue, cost, and profit is primarily from three sources: 

 

1. Patient Advocate increases patient compliance with treatment 

2. Increase in number of patients for the total practice to approximately 38,000 

3. Medicare reimbursement for Chronic Care Management 

 

FUTURE CONSIDIERATIONS 

MACRA regulations allows for the formation of an Accountable Care Organization (ACO) which may qualify 

for an AAPM. Forming an ACO could be a future possibility after 2022 after transition of practice to value-

based care and coordination with other care providers that see the patients of the practice. In addition, 

new changes to Medicare reimbursement are anticipated near 2023. Therefore, the practice should 

continue ongoing preparation for the transition to full reimbursement based on valued-based care for all 

payment methods.   
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MARKET EVALUATION 
LOCATION 
Corpus Christi, Texas is located on the Gulf Coast in south Texas. It is the county seat of Nueces County. 

Nueces County has a population of 359,715 over 1,165.60 square miles.   
 

PAYERS OF HEALTHCARE COSTS 

The largest single payer of 

healthcare in Corpus Christi is 

Medicare at 40% of the costs. 

However, only 12% of the 

population is over the age of 65 

and therefore qualified to be 

enrolled in Medicare. 

Nationally, only 23% of personal 

healthcare spending is paid by 

Medicare. The second highest 

payer is Medicaid followed by 

traditional insurance. This is 

particularly revealing as new 

changes in MACRA will affect 

the largest payer group in the 

region. However, Medicaid and traditional insurance continues to reimburse through fee for service and 

therefore represent an investment if this population is included in the new operations practices will 

initiate to increase their reimbursement from Medicare, but, no additional revenue will be available from 

this population as Medicaid and traditional insurance do not reimburse for value-based measures. If the 

Integrated Delivery System Team is correct to predict that in the future all reimbursements will be value-

based, additional revenue can be gained from the Medicaid and traditional insurance populations. 

However, there is no evidence of when this change will occur and therefore cannot be used in the 

evaluation of future revenue projections.  
 

AVERAGE REIMBURSEMENT 

RATES 

Medicare pays 80% of traditional 

insurance. Per Medicare’s Physician 

Fee Schedule for Texas, the payment 

for an initial visit is $199.77 and 

payment for each subsequent visit is 

approximately $70.06 (mid severity 

patient’s follow-up visit). Estimated 

reimbursement from traditional 

insurance is $249.71 for initial visit and 

$87.58 for follow-up visits. Providers 

generally hold that marketplace 
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traditional insurance reimburses less than employer purchased insurance, but exact rates are not 

available for the region. 

 

HEALTHCARE PROVIDERS IN REGION 

Corpus Christi has 3 hospitals owned by Christus Health and 15 affiliated physician groups. There are many 

other provider groups in the region. The national average of providers is 261 per 100,000 people and 

Corpus Christi has only 249 providers per 100,000 people. In addition, 20.16% of patients state they 

cannot get an appointment for their physician when they need to see them. The scarcity of physicians and 

the unaddressed need by patients means additional providers could enter the area or each provider could 

take on additional patients if they were are able to reduce the number of follow up visits by existing 

patients by closely managing chronic diseases.  

 

AGE DISTRIBUTION  

In Corpus Christi, the patient age 

distributions are shown to the left. 

The chart show that only 12% of 

patients are older than 65 years old. 

The largest age segment is adults 

between 19 and 64 years old. Patients 

over age 65 make up only 12% of the 

population but generate 40% of the 

revenue. This is the segment in which 

changes in payments will affect the 

practice’s revenues most significantly. 

 

 

 

 

PREVALENT HEALTH 

CONDITIONS IN REGION 

 The top comorbidities in the 

region are hypertension and 

overweight/obesity. These 

chronic conditions are best 

managed with regular 

medication and behavioral 

modifications in diet and 

exercise. These measures are 

difficult for many patients 

manage long-term Therefore, 

interventions should be in place 

to assist patients with managing 

their chronic diseases. 
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BARRIERS TO DEVELOPING AN INTEGRATED DELIVERY SYSTEM 

An integrated delivery system is an organization or affiliation of healthcare providers that are responsible 

for managing a patient’s health. It has been shown that improvements in patients’ health with 

management of chronic conditions can best be accomplished with coordination of care among the 

patient’s providers. This coordination has many challenges. Barriers include creating an organizational 

culture that is patient-centric and focused on process of care, hiring support staff and acquiring 

administrative resources for business operations, maintaining a large patient population to minimize 

unexpected losses, creating a system to manage referrals and commination with patients’ other 

physicians, assessing patient’s utilization of healthcare and areas for cost control, and implementing an 

analytic system to manage quality and outcome metrics.  

 

COST OF MEDICARE AND CURRENT TRENDS 

Medicare spending accounts for 15% of the federal spending and is projected to grow at a rate of 5.8% 

per year. Most of this growth is attributed to the ratio of new enrollees to new payers over the next 

decade as the Baby Boomer generation continues to age. CMS projects that the growth in Medicare 

spending will be reduced with the implementation of MACRA reimbursement changes. Medicare part A 

is expected to be depleted in 2025 with the other accounts following soon after. The pending financial 

crisis has encouraged CMS to prioritize Medicare reimbursement changes that promote a switch to value-

based payments. This is expected to reduce medical waste and develop the focus on preventative and 

maintenance healthcare. This is expected to reduce future expensive expenditures such as hospital stays. 

Since beginning similar programs, PQRS and Shared Savings Accountable Care Organizations, Medicare 

has reduced expenditures. The changes in the most recent MACRA update will penalize all providers who 

take Medicare part B reimbursements if they do not begin making changes to their practice for full scale 

implementation of value-based reimbursements. 
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OPERATIONS 
EXISTING OPERATIONS 

The practice is a family practice that employs 20 physicians with 34,400 patients. The practice accepts 

patients from all insurance models, but the largest payer is Medicare. Over the past few years, the practice 

has been making changes in operations in preparation for value-based payments. First, it has acquired a 

Certified Electronic Health Record System (EHR) after the passage of the Affordable Care Act. Next, the 

physicians have been reporting quality metrics under the Physician Quality Reporting System. Therefore, 

the practice does not anticipate any new administrative needs to meet the new reporting requirements 

under MACRA.  

 

MACRA 

In 2017, MACRA will begin to be implemented across the nation. The switch to the value-based payments 

is not only a huge change for the practice but also for the whole healthcare industry. Under MACRA, 

practices will begin to be evaluated and reimbursed by the long-term outcome of the patient. This poses 

the largest challenge for providers of patients with chronic diseases. Successfully managing the health of 

patients with chronic diseases will be the biggest challenge for the practice. To comply with MACRA under 

MIPS, the practice will need to submit data to CMS. This data will be used to make adjustments to the 

practice’s Medicare reimbursements starting in 2019. If the practice does not report any metrics, the 

physicians’ reimbursements from Medicare will be subjected to a negative adjustment of up to 4%.  

 

NEW OPERATION 

Patients over 65, Medicare beneficiaries, who have one or more chronic diseases will be the focus of the 

new care plan. The plan will minimize costs for the patient and the healthcare system as a whole, and the 

practice will gain additional revenue with implementing this operation.  To help the practice to 

successfully transit to value-based payments, the following changes are proposed: 

1. Hold information sessions  

It is important for all the physicians of the practice to understand the change in reimbursement. 

To achieve this, several information sessions will be held to educate physicians about the changes 

and how adjustments to reimbursements will occur under MIPS. These sessions will demonstrate 

how the focus on the long-term outcome of a patient’s health and reducing medical waste will 

improve the health of the patients and the health of the industry.  

2. Introduce new position- Patient Advocate 

The Patient Advocate will be the spokesperson and coordinator between patients and physicians, 

and physicians and specialists. The position’s responsibilities include patient education, follow-up 

calls to each patient, patient profile record keeping, scheduling appointments with specialists, and 

updating physicians with patient’s current situation from the patient’s input on their current 

health standing. The practice will need 21-22 Patient Advocates. Each Advocate will handle 400 

patients. Advocates will communicate with high risk patients for approximately 15 minutes per 

week. 

3. Create exercise and diet plans for different chronic disease patients 

Physicians will implement standard exercise and diet plans for each common patient category 

that can then be modified on specific patient needs. This will allow for better control and outcome 
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of the disease. Plans will be updated based on patients’ current health condition and patients’ 

inputs on modifications.  

4. Create personalized patient profile 

Every patient at the practice will need to fill out a questionnaire, see appendix 1. Follow-up 

questionnaires, see appendix 2, will be provided at every visit to make sure all the information 

the practice has about each patient in our system is up to date. By analyzing the data from the 

questionnaire, the practice will separate the patients into two categories: High-attention patients 

and Regular-attention patients.  

 High-attention patients represent patients who have a history of repeat hospital visits with 

deteriorating symptoms for same chronic disease due to poor compliance with care plan. 

Patients with rapidly-deteriorating health conditions will also be considered as high-attention. 

The Patient Advocate will call this category of patients every week to make sure they are 

following the physician’s directions on prescriptions, diet plans, and exercise plans. The 

Patient Advocate will also record any new symptoms the patient is experiencing and 

communicate with the doctor to determine whether the patient needs an appointment ahead 

of schedule. If the patient does need to come to the practice for treatment plan adjustments, 

appointments will be scheduled in a timely manner. 

 Regular-attention patients represent someone with chronic diseases but do not have rapidly-

deteriorating health conditions nor a history of poor compliance. Depending on the severity 

of the disease the patient has, the physician will inform the Patient Advocate how frequently 

the Advocate needs to follow up with this particular patient.  

Through this process each patient has his/her own personalized schedule with their Patient 

Advocate to provide support during the care plan. During this process, the Patient Advocate will 

be responsible with updating all new information about each patient during the phone 

conversations in the personalized patient profile. Moreover, unnecessary doctor visits and 

hospital admissions will be controlled thus cost will be reduced. 

5. Manage referrals and specialist reports 

Medical waste occurs when a patient has a test repeated as the current provider does not have 

access to the patient’s records. In the practice, the Patient Advocate will be responsible for 

contacting the specialists and informing the specialists of the EHR maintained by the practice and 

their ability to receive the information with the patient’s permission. The practice has created a 

partnership with a nearby hospital and local specialists that will be the preferred additional 

providers for the practice’s patients. In addition, the Advocate will share, with the patient’s 

permission, the personalized patient profile to the specialist. After the patient has seen the 

specialist, the Advocate is responsible for tracking what procedures have been performed on the 

patient. In this way, costs will be significantly reduced and all the providers will have a better 

understanding on the patient’s existing care plan. The coordination of care will ensure better 

outcomes for the patients.  

6. Conduct home visits 

Many patients have difficulties with regular follow up due to lack of transportation. The physicians 

at the practice will spend 1 day per month conducting home visits for patients that lack access to 

transportation to the practice. 
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FIVE YEAR PRO FORMA 
The net turnover for the fiscal year 2016 was $6,874,668. The revenue covered the net operating expense 

of the practice and all ancillary expenses were covered by the revenue. The revenue stream was restricted 

to payments on account of treatment of patients. With the implementation of the new MACRA 

requirements and the subsequent proposed operational changes in reaction to the new reimbursement 

method, potential losses would be mitigated and there would be an increased profitability of the practice. 

The changes in revenue, cost, and profit is primarily from three sources: 

 

 Patient Advocate increases patient compliance with treatment 

 Increase in number of patients for the total practice 

 Medicare reimbursement for Chronic Care Management 

 

The annual revenue and profit projections for the next five years are given below. Also, with 

implementation of MIPS, there is a significant growth in the profitability from the year 2019, when the 

adjustments begin for patient outcome measures. 

 

Projections have been done for both zero MIPS adjustment and maximum MIPS adjustment which are 

present below. 

 

Zero MIPS Adjustment 

Year Revenue Costs Profits Profitability 

2016  $    6,874,668   $    6,874,668   $                     -    0% 

2017  $    7,978,899   $    6,908,943   $    1,069,956  13.41% 

2018  $    7,978,899   $    6,908,943   $    1,069,956  13.41% 

2019  $    7,978,899   $    6,908,943   $    1,069,956  13.41% 

2020  $    7,978,899   $    6,908,943   $    1,069,956  13.41% 

2021  $    7,978,899   $    6,908,943   $    1,069,956  13.41% 
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Maximum MIPS Adjustment 

Year Revenue Costs Profits Profitability 

2016  $           6,874,668   $           6,874,668   $                            -    0% 

2017  $           7,978,899   $           6,908,943   $           1,069,956  13.41% 

2018  $           7,978,899   $           6,908,943   $           1,069,956  13.41% 

2019  $           8,122,271   $           6,908,943   $           1,213,328  14.94% 

2020  $           8,301,487   $           6,908,943   $           1,392,544  16.77% 

2021  $           8,552,388   $           6,908,943   $           1,643,445  19.22% 
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APPENDIX 1: SAMPLE QUESTIONNAIRE FOR NEW 

PATIENTS 
 

General information: 

1. Legal Name 

_____________________________________________________ 

2. Address (Street, City, State, Zip Code) 

_____________________________________________________ 

3. Phone Number  

Mobile:___________________Home:_______________________ 

4. Email 

_____________________________________________________ 

5. What is the best way to reach you? By phone, text message, or email?  

_____________________________________________________ 

The following questions are designed to determine your care plan: 

1. What is the main reason for today’s visit? Other reasons? 

_____________________________________________________ 

2. Have you visited the doctor prior for this issue? Why? 

_____________________________________________________ 

3. When was your last comprehensive health exam? How often do you have a comprehensive 

health exam?  

Date: ___/___/___ 

_______________________ 

4. How often do you exercise? 

______________________________ 

5. Do you use tobacco? If yes, what is the amount and how often? 

______________________________ 

6. Do you use alcohol? If yes, what is the type, amount, and how often? 

______________________________ 

7. Do you use any other substances? If yes, what is the type, amount, and how often? 

______________________________ 

8. Do you have transportation to pick up/refill your prescriptions?  

______________________________ 

The following questions are designed to ensure the Sandcastle has an accurate record of your 

most recent tests: 

1. Have you had any X-rays, CTs, mammograms, MRIs or other types of tests done recently? If 
yes, when and where? 
 ________________________________ 

2. Have you had any lab work performed within the past six months? If yes, when and where? 

_________________________________ 

3. Has another physician seen you within the past six months? If yes, which physician and 

when? 

_________________________________ 
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APPENDIX 2: SAMPLE QUESTIONNAIRE FOR 

RETURNING PATIENTS 
 

1. Are there any changes in your address? If yes, what is your new address? 

_________________________________________________________ 

2. Are there any changes in your phone number? If yes, what is your new phone number? 

Mobile:______________________Home:________________________ 

3. Are there any changes in your email address? If yes, what is your email address? 

_________________________________________________________ 

4. What is the best way to reach you? By phone, text message, or email? 

_________________________________________________________ 

5. Do you have transportation available to local pharmacy to pick up/refill prescription and to your 

appointments?  

__________________________________________________________ 
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APPENDIX 3: DIAGRAM OF PATIENT ADVOCATES 

FUNCTIONAL ROLE 
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