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Executive summary

The Centers for Medicare & Medicaid Services (CMS) Innovation Center launched the Primary Care First
(PCF) Model to continue efforts from previous models that aim to advance primary care in the United
States. The goals of PCF are to improve care for Medicare fee-for-service (FFS) beneficiaries and to lower
costs for CMS. The model was open to primary care practices in 26 regions across the United States, and
practices could join in two cohorts: one starting in 2021 and the other in 2022. PCF offers capitated
payments (referred to as population-based payments, or PBP) along with visit-based payments (referred
to as flat visit fees, or FVF), with the opportunity for substantial performance-based adjustments (PBAs)
to total primary care payments if practices meet targets for acute hospitalizations or total cost of care
and select quality metrics for their attributed Medicare FFS patients. The PBP is also subject to the
payment accuracy adjustment (PAA), which is based on the number of certain primary care services that
attributed beneficiaries received outside the practice as a percentage of all qualifying services. The
independent evaluation of PCF aims to determine whether the model meets these goals.

In this second annual report, the evaluation team analyzes the implementation experiences of Cohort 1
and Cohort 2 practices and other payers participating in the PCF Model and estimates the preliminary
impact of the PCF Model on acute hospitalizations and Medicare Part A and B expenditures relative to a
comparison group. We also estimate impacts on a set of seven leading indicators identified to provide
an early signal of whether care delivery changes are resulting in meaningful early outcome changes as
well as a set of secondary outcomes that PCF is hypothesized to affect. We present preliminary impact
estimates because (1) we did not anticipate finding improvements for these outcomes early in the
model and (2) we are updating our comparison group for future analyses. Future reports will include an
expanded set of secondary outcomes and a finalized comparison group.
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ﬁ Key takeaways and implications

Key takeaways from the second annual report

PCF Goal 1: Recruit practices and payer partners to participate in the model

e At the start of 2022, nearly 3,000 PCF practices were participating in the model. They were
generally larger than non-participating practices in their regions, often affiliated with health
systems or other participating PCF Model practices, had experience in an advanced alternative
payment model, and served relatively healthy, affluent patients.

e By the end of 2022, 27 percent of Cohort 1 practices (226 practices) and 10 percent of Cohort 2
practices (231 practices) had withdrawn from the model. Frustration with the PAA and a desire to
join Accountable Care Organization Realizing Equity, Access, and Community Health (ACO REACH)
Model were the top reasons for withdrawals.

PCF Goal 2: Recruit payers to partner in and align with PCF

e Payer participation was limited in most PCF regions in 2022 in terms of the number of payers that
partnered in PCF and the number of contracts that payers had in place with practices.

e Only about half of PCF payer partners were providing PCF-aligned payment supports to practices,
which include both an alternative to FFS payment and a PBA to payment.

PCF Goal 3: Provide payments, learning supports, and data tools to PCF practices

e CMS' PCF payments, including reductions from the PAA, were more generous on average than FFS
payments, but most practices felt payments were inadequate to implement their planned care
delivery changes.

e Two-thirds of Cohort 1 practices earned a positive PBA from CMS in 2022, but this adjustment did
not offset the downward effect of the PAA on practices’ payments, which was, on average, three
times higher than the PBA.

PCF Goal 4: Promote patient-centered care delivery

e Practices in risk groups 1 and 2 reported pursuing reductions in acute hospitalizations through
longitudinal and episodic care management. Practices also made changes related to
comprehensiveness and coordination, including integrating behavioral health, addressing health-
related social needs, and coordinating care with medical specialists. Practices in risk groups 3 and 4
likewise built on existing strategies that spanned all five of the primary care functions to care for
patients with complex needs.

e Practices reported benefitting from being part of a larger parent organization and having
experience measuring performance under value-based contracts when implementing care delivery
changes.
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Practices anticipated that the changes they were making could reduce acute hospital utilization
and total per-capita cost of care, but there is limited evidence the reported changes in care
delivery have improved outcomes, relative to outcomes at other similar primary care practices.

PCF Goal 5: Reduce acute hospital utilization and total cost of care, and improve quality of care and

patients’ experience

PCF did not meaningfully reduce acute hospitalizations and increased total Medicare Part A and B
expenditures (including model payments) by around 1.5 percent.

Implications from the second evaluation report for PCF and future models

Many practices joined PCF with prior practice transformation experience, potentially limiting the
impact of the model on Medicare expenditures, service use, and quality of care outcomes. In other
words, many practices made significant care delivery changes before joining PCF, especially in the
context of Comprehensive Primary Care Plus (CPC+) implementation. As a result, practices’
baseline performance might have been better than average, limiting their room for improvement
under PCF.

Although PCF was designed as a practice site-level intervention, the heavy presence in PCF of
parent organizations, such as health systems, limited individual practices’ latitude to change care
delivery and reduced clinicians’ exposure to model incentives. Future interventions could more
explicitly acknowledge the role of parent organizations and consider assessing model impacts at
the parent organization level.

The timing of the PAA, which started 18 months into model participation, contributed to Cohort 1
practices’ perception of PAA as a penalty instead of a recoupment of Medicare overpayments for
primary care services that had been reimbursed twice: both covered under the PBP and paid at the
full FFS rate to non-PCF providers that furnished the services. It is possible that estimating the
adjustment and applying it to PCF payments from the start of PCF would have improved the
perception of the PAA because it would not have been seen as a loss and improvements could
have been seen instead as a bonus by the practices.
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A Closer Look at PCF Key Takeaways

Characteristics of practices participating in PCF and the payers partnering

with CMS
At the sta.rt.of 2.022., nearly 3,000 PCF practices By the end of 2022, 27 percent of Cohort 1
were participating in the model. They were practices and 10 percent of Cohort 2 practices
generally larger than non-participating had withdrawn from the model.

practices in their regions, were often affiliated
with health systems or other PCF practices, had
experience in value-based care, and served
relatively healthy, affluent patients.
Participants trended toward larger practices. In
fact, more than one-third of Cohort 1 practices
and nearly half of Cohort 2 practices had 10 or
more practitioners, and less than one-quarter of

Concerns with the PAA was the main reason for
Cohort 1 withdrawals, and joining the ACO REACH
Model was the main reason for most Cohort 2
withdrawals. The PAA did not affect Cohort 2
practices until 2023, likely leading to the smaller

percentage reporting this as a reason for
withdrawal.

practices had one or two practitioners in both

cohorts. On average, non-participating practices had two fewer practitioners compared to PCF practices.
PCF practices tended to be affiliated with a parent organization, with more than 80 percent of practices
affiliated with a hospital or other health care delivery organization, and less than 20 percent were
independent. In addition, most PCF practices from both cohorts had prior transformation experience
before joining PCF: two-thirds of practices had participated in an advanced alternative payment model,
and about half participated in the Medicare Shared Savings Program. Cohort 2 practices had more
transformation experience than Cohort 1 practices, partly because 60 percent had previously
participated in CPC+. PCF required model applicants to have experience with value-based payment
arrangements or payments based on cost, quality, or utilization performance. PCF practices served a
relatively healthy Medicare FFS population and a disproportionate share of White beneficiaries. PCF
beneficiaries also lived in communities with higher household incomes, lower unemployment and
poverty rates, and lower social vulnerability than the national average. Still, there were racial and
socioeconomic disparities in acute care use within practices before PCF's launch, suggesting there is
room for the model to influence disparities within PCF in the future. The highest rates of inpatient and
emergency department (ED) use were among beneficiaries who were Black, dually eligible for Medicare
and Medicaid, eligible for the Part D low-income subsidy, or residing in an area with high social
vulnerability.

Payer participation continued to be limited in most PCF regions in 2022 in terms of the number
of payers partnering in PCF and the number of contracts that payers had in place with practices,
despite the increase in the number of participating payers as practices with CPC+ experience
joined in Cohort 2. The 23 payer partners, representing 24 regions, that were participating at the start
of 2022 offered a range of commercial Medicaid Managed Care, Health Insurance Marketplace, and
Medicare Advantage products, and more than half had previously partnered with CMS in CPC+. Most
payer partners had a limited number of contracts with PCF practices in place, however, because of
uneven participation of PCF practices in the regions. The number of payer partners remained low

Mathematica® Inc. XXi



Executive summary

compared with CPC+, which ended with 45 payer partners in 14 regions. Most payer partners said that
multi-payer collaboration was a significant motivator for joining PCF, but low rates of payer partnership
meant there were few opportunities for regional multi-payer collaboration.

$ Payments and supports practices receive and how practices experience
them

Analyses show that PCF payments were more generous on average than FFS payments, but most
practices felt payments were inadequate to implement their planned care delivery changes. For a
defined set of primary care practices, CMS payments to Cohort 2 practices were about one-third larger
under the PCF payment model than under FFS (including an estimate of the PAA) (Exhibit ES.1.). This
aligns with similar findings for Cohort 1 practices in the evaluation’s first annual report (Conwell et al.
2022). Despite this finding, roughly 60 percent of all practices as of the end of their first year of
participation reported that PCF payments were less than adequate to support changes to better
manage the care of patients. Former CPC+ practices were especially likely to perceive PCF payments as
inadequate, and many regarded CPC+ as a more generous payment model. In some cases, practices
reported having to reduce their care management staffing because of this perceived shortfall in funding.

Exhibit ES.1. PCF payments were higher than payments would have been under FFS
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Source:  Mathematica's analysis using 2019 Medicare carrier claims data.

Notes: We calculated means across all risk groups and weighted them by the number of attributed beneficiaries. Payments are
geographically and MIPS adjusted.

FFS = fee for service; FVF = flat visit fee; MIPS = Merit-based Incentive Payment System; PAA = payment accuracy adjustment; PBP =
population-based payment; PBPM = per beneficiary per month; PCF = Primary Care First.

Two-thirds of Cohort 1 practices earned a positive PBA in 2022, but this adjustment did not
offset the downward effect of the PAA on practices’ PBPs, which was much more significant.
Once each adjustment was introduced, PBAs increased Cohort 1 practices’ quarterly total primary care
payments by 7 percent on average, or $14,477; the PAA decreased Cohort 1 practices’ PBPs by 34
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percent on average, or $42,998. The increase in payment from the PBA was relatively modest, especially
considering that practices could earn a maximum of a 50-percent positive adjustment.

Practices characterized the methodology used to calculate the PAA as unfair and in conflict with
their goals to provide patients greater access to health care. CMS designed the PAA to avoid paying
twice for the same service, once through PBP to the PCF practice and once through FFS payment at
another primary care practice. Practices noted frustration that the PAA included patients’ accessing care
within the parent organization but outside of their attributed primary care practices, such as at an
urgent care or walk-in clinic. In addition, practices saw the PAA as unfair because many visits with nurse
practitioners who provide specialty care counted as primary care visits and could contribute to the PAA.
Partly because of these concerns, the PAA was the main reason for Cohort 1 practices withdrawing from
the model. Despite these concerns, most practices did not plan to change their care delivery to attempt
to lower the PAA and, to some extent, believed visits contributing to the adjustment were inevitable.

Half of PCF payer partners provided PCF-aligned payment supports to practices, which include an
alternative to FFS payment and a PBA. Nearly all the payer partners that provided a PCF-aligned
payment model used their existing internal or state-based payment model, and very few payers had
moved further away from FFS because of their PCF partnership. Payers’ most commonly reported
challenges to introducing PCF-aligned payment approaches were insufficient practice participation in
the model and a perceived lack of practice willingness and readiness to accept capitated payments.

é Practices’ approaches to implementing care delivery changes

under PCF

Building on previous primary care models, PCF emphasizes five comprehensive primary care functions:
access and continuity, care management, comprehensiveness and coordination, patient and caregiver
engagement, and planned care and population health. Model participants must agree to meet a limited
set of care delivery requirements within these five functions, but they otherwise have flexibility in how
they pursue strategies to achieve the model outcomes.

Practices in risk groups 1 and 2 reported pursuing reductions in acute hospitalizations through
longitudinal and episodic care management (see Exhibit ES.2). Practices also made changes
related to comprehensiveness and coordination, including integrating behavioral health,
addressing health-related social needs, and coordinating care with medical specialists. They
reported implementing activities in the model’s other three primary functions (access and continuity,
patient and caregiver engagement, and planned care and population health) to support improvements
in outcomes. Many practices noted that they had already started work focused on these care functions
under previous value-based payment programs, including CPC+.

Practices in risk groups 3 and 4 continued to build on their more individualized, holistic, and
comprehensive approach to care for patients with complex needs, modifying existing activities
spanning all five of the model’s primary care functions. A larger share of risk group 3 and 4
practices than risk group 1 and 2 practices consistently reported making changes for most care delivery
activities. These changes focused on improving population health, expanding access to care, enhancing
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care management, improving comprehensiveness and coordination of care, and patient education and
engagement.

Exhibit ES.2. Practices reported making many care delivery changes in their first year of PCF

Care management

Comprehensiveness and coordination

Patient and caregiver engagement
and education

Health information technology
Planned care and population health
Staffing

Access and continuity

0 20 40 60 80 100

Percentage of practices that reported making any care
delivery changes in this area in their first year of PCF

Source:  Mathematica's analysis of Performance Year 1 PCF Practice Portal data (2021 for Cohort 1, 2022 for Cohort 2).
Note: N = 2,941 practices.
PCF = Primary Care First.

Practices reported in interviews that they benefitted from being part of a larger parent
organization and having experience measuring performance under value-based contracts when
implementing care delivery changes. Being part of a larger parent organization allowed practices
access to staff such as care managers, pharmacists, and behavioral health workers and to more
advanced electronic health record systems and staffing support to use data effectively. Previous value-
based payment arrangements like CPC+ prepared practices for the care delivery changes they reported
making for PCF in 2022. This is because the goals and incentives of other value-based payment
programs largely aligned with PCF.

Practices faced challenges hiring and retaining enough staff, such as care managers and
behavioral health staff, to implement their care delivery changes as planned. Many of these
challenges stemmed from workforce supply shortages in the community that were exacerbated by
COVID-19 and, for some practices, an inability to compete with the higher salaries that larger health
care organizations offered.

Practices anticipated the changes they were making could reduce acute hospital utilization (for
risk groups 1 and 2) and total per-capita cost of care (for risk groups 3 and 4), but there is limited
evidence the reported changes in care delivery have improved outcomes relative to outcomes at
other similar primary care practices. To quantitatively assess the early effects of the changes in care
delivery that Cohort 1 practices had made by the end of their second year of participation in the
model—and that Cohort 2 practices had made by the end of their first year of participation—we
estimated impacts through 2022 on a set of seven leading indicators. We identified these leading
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indicators to provide an early signal of whether the care delivery changes described by the practices are
resulting in meaningful early outcome changes (for example, greater use of transitional care services or
behavioral health services and greater rates of primary care follow-up after an acute care event). One
might expect to see improvement in the selected leading indicators if the model is eventually to lower
acute hospitalizations and total per-capita cost of care, at least when compared with similar practices
not participating in PCF. Compared with a group of primary care practices that were similar to the PCF
practices when PCF began, there was a small and statistically significant estimated impact for three of
the seven leading indicators. Two of the effects were associated with longitudinal care management: an
increase in adherence to medications for chronic conditions and a decrease in use of high-risk
medications. The third effect was a decrease in billable post-discharge visits in Year 1. Because we
observe billable services only in claims data, we cannot determine whether practices increased or
decreased the number of nonbillable services for follow-up care delivered during this period.

There are several potential reasons for the lack of movement on these early indicators. First, most of the
changes that practices made represented minor modifications to existing care delivery activities initiated
before joining PCF, and further improvement in short-term outcomes might be difficult to achieve early
in the model. In addition, PCF practices might have changed their care delivery for reasons other than
participating in PCF. If comparison practices (which do not participate in PCF) are making similar
changes, we will not detect the effects of PCF participation relative to non-participants, even if the care
delivery changes themselves are helpful. Finally, making meaningful changes in patients’ and
practitioners’ behavior takes time and might take longer to produce meaningful improvements even in
early indicators.

L" Preliminary impact estimates of the PCF Model on outcomes

We estimated preliminary impacts of PCF on the model’s two main outcomes—acute hospitalization
utilization and total Medicare expenditures—and three secondary outcomes—primary-care-
substitutable ED visits, potentially avoidable ED visits, and 30-day readmissions.

PCF increased total Medicare Parts A and B expenditures (including model payments) by around
1.5 percent and did not meaningfully reduce acute hospitalizations or readmissions. The estimated
probability that total Medicare expenditures increased was more than 99 percent in the first
performance year (2021 for Cohort 1 and 2022 for Cohort 2) and the second (2022 for Cohort 1 only).
The increase in Medicare expenditures is consistent with findings mentioned earlier: that PCF payments
are more generous than FFS. We did not antici