
T
he Patient Protection and Affordable Care 
Act established measures and systems for 
reporting quality of care in medical practices, 
clinical laboratories, health registries, 

hospitals, long-term care facilities and in other 
facilities or providers that bill the Medicare or Medicaid 
programs.1

Internal auditors and compliance professionals must 
remain attuned to these new challenges. PPACA 
regulations can materially affect how healthcare 
organizations and medical practices report quality 
measures, and can reduce the Physician Fee Schedule 
(FS) by as much as 2% through current legislation and 
regulation. In today’s climate of consolidated physician-
hospital operations, attention to physician performance, 
quality reporting and compliance are mission-critical and 
cannot be overlooked by internal audit and compliance 
professionals.

The 2014 Office of Inspector General (OIG) Work Plan 
calls for the OIG to review a wide range of quality 
initiatives from Quality Improvement Organization (QIO) 
interaction with healthcare facilities to quality of surgical 
procedures.2

The OIG is clearly focused on compliance issues. Internal 
auditors must be prepared to understand and review quality 
reporting in healthcare organizations of all types. We will 
examine a number of the reporting requirements of the 
PPACA “quality tsunami.” In particular, we will examine new 
requirements for physician practices, an important part of 
every health system.

1 PPACA and HCERA, PL 111-148 & 111-152, consolidated print; www.ncsl.
org/documents/health/ppaca-consolidated.pdf. Docket of the Supreme 
Court of the United States, www.supremecourt.gov/docket/PPAACA.
aspx

2 Department of Health and Human Services (DHHS), Office of  
Inspector General (OIG) 2013 Work Plan, https://oig.hhs.gov/ 
reports-and-publications/archives/workplan/2013/WP00-
Intro+Contents.pdf
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The Patient Protection and Affordable Care Act (PPA-
CA) pays for quality performance through a combina-
tion of incentive payments and downward adjustments 
to the Medicare Fee Schedule (FS), and implements a 
series of quality measures and reporting requirements.

The Act brings new challenges to internal auditors as 
their risk universe will need to expand to include assess-
ing controls surrounding monitoring quality measure-
ment data and subsequent required reporting. Internal 
auditors must address these new quality issues to avoid 
decreased FS payments beginning in 2014.1
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PPACA mandates quality reporting3

PPACA makes quality changes through mandatory reports by:

 • Eligible Providers (EPs)

 • Adjustments and disincentives in the prevailing Fee 
Schedule

 • Publication of provider performance on websites such as 
Physician Compare, Hospital Compare, or Nursing Home 
Compare

 • Incentive payments for improved quality or disincentives 
for failure to report

The measures in the PPACA must be budget neutral. This 
means that FS payment reductions made to “lower quality” 
providers, or to those who do not report the required 
statistics, will be shifted to “higher quality” providers 
through higher payments on the FS.

Background on the Physician Fee Schedule
The current Fee Schedule was established under the Social 
Security Act. The Act requires the Center for Medicare and 
Medicaid Services (CMS) to establish a schedule of payments 
based on three categories of resources, and to establish 
uniform Relative Value Units (RVUs) for:

 • Work

 • Practice expense

 • Malpractice insurance

The FS is adjusted to account for geographic and other 
variances. Each year the FS is published with the payment 
amounts for medical services.

Section 4505(f ) of the Balanced Budget Act 
(BBA) amended the Social Security Act, requiring 

3 The full text of PPACA can be found at www.gpo.gov/fdsys/pkg/PLAW-
111publ148/pdf/PLAW-111publ148.pdf

implementation of the Resource-Based Relative Value 
Scale (RBRVS) on or after FY2000.

An important aspect of the RBRVS system is the weight 
given each component. Relative Value Units (RVU) must 
be adjusted every five years. The last review of work and 
practice expense occurred in 2010, and is memorialized 
in the Federal Register (75 FR 73208). In 2014, a review of 
the malpractice RVU will take place, for implementation 
in 2015.

Internal auditors and 
compliance professionals must 
be aware of and tuned in to 
the various quality measures 
established under PPACA.

Physician Compare
The Medicare website Physician Compare was promulgated 
under Section 10331 (a)(1) of PPACA, mandating develop-
ment of a website that can be used by the public to identify 
and compare physicians. All physicians who are enrolled in 
the Medicare program, or who report measures under the 
Physician Quality Reporting System (PQRS), are identified on 
the site.4

Physician Compare provides significant information to the 
public on individual and group physician performance. This 
includes:

1. PQRS measures reported by the doctor or group

2. Assessment of patient health outcomes

4 The Centers for Medicare and Medicaid Services (CMS), www.medicare.gov/
physiciancompare
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3. Assessment of the continuity and coordination of care 
and care transitions

4. Assessment of efficiency (including cost)

5. Assessment of patient experience and the patient, 
caregiver and family engagement

6. Assessment of safety, effectiveness and timeliness of care

7. Other information

Before data is posted to the site, CMS is contemplating a 30-
day preview period, which would allow physicians to review 
and comment on the reports in Physician Compare before 
they are published.

To obtain full FS payments in 
2016, providers must comply 
with reporting requirements 
in 2014.

CMS plans to provide information on this process before 
publication of data. By January 1, 2015, CMS must publish a 
report to the Congress on the efforts to collect and publish 
data from physicians.

The message to physicians is clear: There will be reports 
on each doctor and medical practice group on Physician 
Compare. Doctors need to make the site part of their 
strategic business plan and develop plans to address and 
manage the process. Information on the site can easily 
become a significant part of public perception of quality 
of care rendered by physicians and group practices.

Currently, patients may search for Medicare physicians 
and other providers on Physician Compare, finding name, 
education, specialties, locations, hospital and medical group 
affiliations, Medicare assignment status, languages spoken, 
board certifications and other data. Doctors who report in 
the PQRS system, the EHR incentive program, and those who 
use Electronic Prescribing (eRx) are noted.

For 2014, CMS is to establish a group practice interface and 
reports. Over a three-year period, the concept is to provide 
statistically valid reports on quality issues for medical 
practice groups of 100 or more physicians, then on groups 
of 25 or more, and eventually, to physician groups of all 
sizes, followed by reports on individual physicians.

The Clinician and Group Consumer Assessment of 
Healthcare Providers and systems (CG-CAHPS) data will 
allow patients to report on and compare group practice 

experience and quality. Information on Accountable Care 
Organizations (ACOs) will also be posted. Groups will be 
allowed to report online using the Group Practice Reporting 
Option (GRPO), using an Internet interface.

Beginning in 2014, CG-CAHPS data will be collected via 
patient surveys.5 CMS will obtain reports on large groups. 
Small groups are encouraged to self-report during the initial 
phase. The patient experience of care measures will include 
data such as patient perceptions of:

1. Timely care, appointments and information

2. How well doctors communicate

3. Patient ratings of doctors

4. Health promotion and education

5. Shared decision making

6. Health status/functional status as a result of care 
rendered

The measures are designed to capture information on 
patient experiences with clinicians and staff members, as 
well as patient perception of care.

While much effort is being spent to capture data for large 
medical practice groups, CMS also notes, “We believe that 
individual-level measure information should be posted 
to the site as soon as technically feasible.” In other words, 
CMS intends that even solo physician practices will report 
data that will be then reported to the public on Physician 
Compare. CMS intends to begin this process by reporting 
individual physician information as early as 2015.6

The proposed rule establishes 
penalties for physicians who 
do not report to PQRS and 
incentives for those who do.

CMS proposes a new survey mechanism—the certified 
survey vendor—which will be an entity certified and trained 
to collect data and transmit it to CMS for use on Internet 
reporting sites.

5 This is a requirement of PPACA section 10331(a)(2) and is recorded in 77 FR 
44804 and 77 FR 44964.

6 PPACA section 10331(a)(2), 77 FR 44804 and 77 FR 44964.
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Vendors would administer surveys based on established 
protocols; provide mail and telephone versions of surveys; 
and administer surveys in English, Spanish, Cantonese, 
Mandarin, Korean, Russian and Vietnamese. Data would 
be scored or validated by CMS. Although the proposed 
rule does not specifically address vendor cost, it is clear 
physicians would purchase the survey vendor’s services 
as part of the effort to meet reporting requirements, thus 
qualifying for full Fee Schedule payments.7

Quality reporting measures
A number of measures must be tracked and reported on 
for a group practice or individual physician to receive 
incentives in the form of full Fee Schedule participation. 
As noted earlier, failure to report will result in a reduced 
Fee Schedule payment of as much as 2% of the prevailing 
FS over time.

CMS proposed rules anticipate that even an individual 
provider must report on an increased number of clinical 
measures to qualify for the full FS payment. For the 2014 
PQRS reporting initiative, providers must report on nine 
measures, including three from National Quality Strategy 
domains, for 50% of their entire Medicare-eligible patient 
population. An individual physician reporting on fewer than 
nine measures would undergo review through a validation 
process.

This is an increase from the earlier requirements that three 
measures must be reported. In 2013, providers may report 
fewer measures, but must report at least three measures 
that include a full 80% of the total Medicare population of 
patients served by the provider.

By 2016, providers not reporting the requisite number of 
measures and percentages of patients seen will receive 
payments equivalent to only 98% of the prevailing Medicare 
Fee Schedule. This equals a 2% drop in reimbursement 
for failure to report the quantity and patient volume on 
measures specified.

To obtain full FS payments in 2016, providers must 
comply with reporting requirements in 2014. This adds 
a time-critical element to the process of setting up and 
implementing the physician reporting process.

7 Ibid.

Qualified clinical data registries
The proposed rule appears to recognize that medical 
specialization yields medical practices that only treat 
patients with certain specialized health conditions. The rule 
allows physicians to establish these practices as “registries” 
that collect data on patients with a specific diagnosis, 
condition or procedure. A practice or individual physician 
treating only specific diagnoses or conditions, or performing 
specific procedures, may report under PQRS if it meets 
specific criteria.

Section 1848(m)(3)(E )(ii) of the PPACA provides that the 
Secretary of Health and Human Services (HHS) may take 
into account specific information listed on pages 295-296 
of the proposed rule. The rule points to specific programs 
for patients undergoing thoracic surgery as an example 
(p. 296). The rule also proposes a Qualified Clinical Data 
Registry process (p. 298).

The Act poses risk to 
organizations that do not 
effectively implement quality 
measures.

The Data Registry would require at least 100 patients 
participating in a specific health program. These provisions 
may allow practices seeing only certain types of patients, 
and certain research programs inside practices, to qualify 
for the full FS payment under PQRS by reporting on registry 
patients only. Again, the timeline to establish the registry is 
short, and physicians should make this election and report it 
to CMS promptly.

The importance of quality reporting 
The proposed rule establishes penalties for physicians who 
do not report to PQRS and incentives for those who do. It 
also addresses how this quality data will be used to adjust 
payments made: The Value Based Modifier.

PPACA requires CMS to set up a value-based payment 
system under the FS. Physicians will see their payments 
adjusted based on the quality measures reported under 

The message to physicians is clear: There will be reports on each 
doctor and medical practice group on Physician Compare.
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PQRS, and the results of patient surveys collected by CMS 
and/or submitted by survey vendors. The value-based 
modifier will be applied to payments for physicians and 
groups identified by the Secretary of HHS beginning in 
2015, and will be fully implemented for all physicians by 
January 1, 2017.

Again, the current time period is critical to maintaining full 
FS payments for physicians. The PQRS reports made in 2014 
will establish FS quality incentives for CY 2016. The reports 
made in 2015 (PQRS and patient satisfaction) will establish 
value-based payment modifier payments beginning in 2017.

In a sense, the QRUR is the 
physician’s report card on 
quality and reimbursement

The threshold for the value-based modifier has been 
lowered in the proposed rule, from groups of 100 or more 
EPs, to groups of 10 or more EPs in 2016. CMS estimates 
that approximately 17,000 medical practice groups and 
nearly 60% of physicians will be affected by the value-based 
payment modifier beginning in 2016. The proposed rule 
details a complex quality tier system and proposes to speed 
up the date for implementation of the current maximum 2% 
negative adjustment.

Beginning in 2014, CMS will expand the Quality and 
Resource Use Reports (QRURs) made available to groups 
of physicians. QRURs are an annual report to doctors, 
explaining how the value-based modifier is affecting 
individual doctor reimbursement. In a sense, the QRUR is 
the physician’s report card on quality and reimbursement 
and could be a valuable tool to help understand 
adjustments and how the physician may improve 
performance.

Conclusion
Internal auditors and compliance professionals must be 
aware of and tuned in to the various quality measures 

established under PPACA. The Act calls for establishing a 
national strategy to improve quality in healthcare across the 
U.S.8 The strategy is worth repeating: It will, among other 
priorities:

 • Have the greatest potential for improving the health 
outcomes, efficiency and patient-centeredness of 
healthcare…

 • Identify areas…that have the potential for rapid 
improvement in the quality and efficiency of patient 
care…

 • Address gaps in quality…9

CMS is setting strategies and requirements that will allow 
it to implement the Act by establishing a series of criteria 
to which healthcare organizations employing physicians, 
group practices of all sizes and even individual physicians 
must adhere. This includes reporting a wide range of 
data and information to CMS in the Physician Quality 
Reporting System, Physician Compare and the EHR 
Incentive Program.

By establishing a system whereby nonreporting providers 
will experience a reduction in FS reimbursement of as 
much as 2%, CMS has set up a practical mandate that 
enforces reporting. Physicians have a variety of reporting 
measures to select from that are documented in the 
proposed rule. In addition, the implementation of the 
value-based modifier will affect all payments made to all 
physicians.

Internal auditors and compliance professionals are the 
front-line monitors and reviewers of these new quality 
changes. With health systems employing over 50% of 
practicing physicians in the U.S., this area of the Act poses 
risk to organizations that do not effectively implement 
quality measures and that do not expand responsibilities for 
continuous monitoring and auditing to the internal audit 
and compliance functions. NP

8 Part S, Subpart I, Section 399HH discusses the national strategy program.
9 PPACA, PL 111-148, Section 399HH, (2)(B)(i-iii)
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