
The Primary Cares Initiative (PCI) announced 

in April 2019 demonstrates that CMS remains 

committed to its patient-centric approach to 

care delivery, particularly with respect to primary care 

providers, who are on the front line of patient care. PCI’s 

new value-based payment arrangements complement 

an overarching strategy to transform primary care and 

recognize that strengthening primary care correlates  

with a higher quality of care, better patient outcomes, 

and lower costs. 

There are two new, innovative PCI payment arrangements 

for primary care physicians (PCPs) to choose between: 

Primary Care First (PCF) and Direct Contracting (DC).  

The goal of both is to enhance patient access and lower 

the total cost of care while reducing administrative 

burden. PCPs who are interested and willing to participate  

in the PCF value-based payment arrangements  

are expected to apply by January 22, 2020. 

PCPs choosing to participate in the new PCI arrangements 

are expected to realize several benefits, such as:

spending more time with patients and 
carrying less administrative burden

increasing revenue by improving easily 
understood primary care outcomes

accessing actionable and timely data 
to transform care

focusing on managing patients’ use 
of acute hospitalization

engaging practices specializing 
in complex chronic patient care

participating in an advanced  
alternative payment model (apm)
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PCI Framework
The PCI offers PCP practices five model options, based on the practice’s experience in managing risk, in order to strive 

for enhanced patient care using low-cost treatment options and continuum-of-care protocols. 

The PCF models have a five-year term and are currently accepting applications, with a model launch set for January 2021. 

A second application window in 2021 will focus on practices currently participating in CPC+ payment arrangements that 

want to transition to PCF beginning in January 2022. Separately, the DC models are intended for organizations that have 

experience with financial risk, such as CPC+ and Medicare Advantage (MA) payment arrangements. Together, the PCF 

and DC payment arrangements are predicted to offer 25% of Medicare fee-for-service (FFS) beneficiaries (approximately 

11 million), as well as a significant number of dually eligible beneficiaries, an option to voluntarily participate in order to 

realize better access to coordinated care between their PCP and other healthcare providers.1

1 Centers for Medicare & Medicaid Services, “HHS News: HHS to Deliver Value-Based Transformation in Primary Care” press release, April 22, 2019.
2 It is expected that large groups or insurers with experience in risk arrangements would be participants in the DC models.
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PCF PAYMENT MODELS
PCF 
The base model is for PCP practices ready to 
assume financial risk with an opportunity for 
higher reimbursement based on the provider 
panel’s Hierarchical Condition Category (HCC) 
scores, recognizing the treatment  
of more complex and chronic patients.

PCF Seriously Ill Population (SIP) 
The SIP payment model is best for a practice that 
has experience in caring for high-need patients, 
such as hospice, where the patient currently does 
not have a primary care provider.

DC PAYMENT MODELS 2

DC Professional 
The intent of this model is for individual 
practitioners to bear risk for 50% of Medicare  
Part A and Part B shared savings or losses.  
The monthly risk-adjusted payment for primary 
care services will be 7% of the total cost of care.

DC Global 
The risk level increases to 100%, with an  
option to receive a monthly payment based on 
either professional primary care or assume risk 
for aligned beneficiaries’ total cost of care.

DC Geographic 
The risk is 100% of shared savings or losses  
for aligned beneficiaries in a defined region.



PARTICIPATION
The design of these payment models is targeted 

to medical providers, including physicians, nurse 

practitioners, and physician assistants, with a primary 

care specialty such as internal, geriatric, family, or 

palliative medicine. In the PCF arrangement, a minimum  

of 125 attributed Medicare beneficiaries per practice  

is required, whereas an attribution of 5,000 or more  

is expected for practices in the DC payment model. 

Participants in the PCF models are expected to provide 

mainly primary care services. Accordingly, that is defined 

as at least 70% of the care rendered to their patient panels 

with 24/7 PCP access. In addition, minimum requirements 

include experience in performance and value-based full  

or partially capitated incentive payment arrangements, 

along with electronic health capabilities.

Initially, PCF payment models are targeted in  

26 select geographic regions based on the current CPC+ 

Track 1 and Track 2 regions, with California, Alaska, Florida, 

Virginia, Delaware, Massachusetts, New Hampshire,  

and Minnesota added to the provider population. 

However, if a practice is currently participating in CPC+, 

the providers may opt to transition in January 2022 from 

CPC+ to a PCF model without penalty. The PCF model 

is not considered a total cost of care arrangement; 

therefore, it would not conflict with practices that 

may currently be engaged in a shared savings or other 

episode-based payment model (e.g., bundle payments, 

MSSP). Accordingly, for practices participating in both 

PCF and shared savings, any earned incentives under the 

PCF model will be used to offset the total cost of care in 

determining shared savings payments.
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Payment and Performance Incentives
Recently, CMS confirmed two PCF five-year performance periods.3 The first cohort will commence in January 2021  

and will focus on new PCP practices able to implement value-based care arrangements. A second cohort beginning 

in January 2022 is intended to allow current CPC+ PCPs to transition to the PCF model terms. 

A key advantage for both new PCP practices and those currently part of CPC+ is that under PCF, there is a defined  

and limited set of performance measures that must be met to achieve success. The overarching goal of PCF is to improve 

access, patient engagement, and the care continuum; in exchange, there is an effort to lessen practices’ administrative 

burden. Accordingly, the primary care payment is a flat visit fee plus a risk-adjusted, population-based, per member per 

month (PMPM) fee. In addition, there is an opportunity to earn up to 50% of this total primary care payment by achieving 

minimum scores with respect to reduced hospital utilization and five quality gateway measures:

The components of PCF are consistent with those of other CMMI care transformation models in that total payments 

include a fixed payment, performance-based payments, and access to quarterly data. Figure 1 provides a comparison 

of the components of PCI payment arrangements.

3 The DC models are separate, with a projected start in 2021.

cpc+ tracks 1 & 2 pcf dc

$15 - $30 PMPM

10% - 20% incentive based on 
reduced utilization

Quarterly beneficiary  
claims data

Flat visit fee of $40.82

$28 - $175 risk-adjusted per 
beneficiary per month (PBPM)

Up to 50% incentive  
based on utilization and 
Quality Gateway

Quarterly beneficiary  
data at the NPI level

Primary care capitation  
at 7% total cost of care plus 
50% shared savings

Global option with choice of 
primary or total care capitation 
plus 100% shared savings, or

Geographic option  
to be developed for larger 
entities that can manage the 
risk for a region

Quarterly beneficiary  
data at the NPI level
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Comparison of PCI  
Payment Arrangement Components
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PCF Case Study Funds Flow
Table 1 below illustrates the financial opportunity of a sample practice with 10 primary care providers and 200 PCF-

attributed Medicare beneficiaries who have had 1,000 visits per year, or an estimated 5 visits per beneficiary. Under the 

PCF model, the total primary care payment has the following two components:

POPULATION-BASED PAYMENT  
Based on HCC scoring for all patients attributed to the practice.

FLAT PRIMARY CARE VISIT FEE  
A fee of $40.82, geographically adjusted, established to further CMS’s goal of reducing 
the billing and administrative burden for in-person treatment encounters.

The minimum HCC score is expected to earn an additional PCF payment of $28 PBPM; a high-risk population with a 

score greater than 2.0 earns $175 PBPM. Accordingly, in the scenario presented in table 1, we assumed a payment based 

on an average HCC score less than 1.2, which will earn the practice a $28 PBPM population-based payment.

In addition, the practice has the opportunity to earn a bonus of up to 50% of the total primary care payment. In the initial 

year, incremental bonus-payment adjustments will be based on reduced hospital utilization only, with an opportunity 

to earn up to a 34% adjustment depending on the quartile achieved for reduced hospital utilization and a second 

adjustment of up to 16% if the practice can demonstrate continuous improvement in reducing hospital utilization 

relative to quartile levels. 4 Subsequent years will incorporate Quality Gateway adjustments applicable to the HCC risk 

score for the physician’s population.
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4 Bonus quartile adjustments are based on five levels where meeting utilization targets can earn a minimum of 6.5% to 34% in seven basis point  
increments. Continuous improvement levels are also based on five quartile levels from 3.5% to 15% in three to four basis point increments.

5 The e&m payment and co-insurance reflects an unadjusted and weighted CMS rate based on national utilization trends for 2019.
6 The leakage factor is based on the practice actively managing the number of services received from outside primary care practices.
7 This is based on an HCC risk score less than 1.2 and payment of $28 per beneficiary.
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table 1

IN SCENARIO ONE, the assumption is that 

acute hospitalizations benchmarks are 

achieved at the highest quartile levels, or 

the maximum 50% of the total primary care 

payment. Conversely, the second scenario 

lowers the impact of the bonus opportunity 

by half. Regardless of bonus opportunity, 

the primary care payments for this relatively 

average risk population would be significant 

even before incentives are paid for 

potentially improving hospital utilization.

Financial Opportunity

 
current scenario one scenario two 

per visit e&m payment $83.52 $40.82 $40.82

20% co-insurance $20.88 $20.88 $20.88

per visit e&m allowable5 $104.40 $61.70 $61.70

total visit payment $104,400.00 $61,700.00 $61,700.00

leakage factor6 N/A 25% 25%

total population-based risk payment7 N/A $50,400.00 $50,400.00

subtotal : primary care payment $104,400.00 $112,100.00 $112,100.00

bonus payment N/A $56,050.00 $28,025.00

pcf

total opportunity $104,400.00 $168,150.00 $140,125.00



Considerations for Achieving Success
A major advantage driving CMS’s effort to launch these primary care–focused payment models is that reducing 

utilization of acute services is a less ambiguous value proposition than episode-based medical shared savings models, 

most of which are implemented through hospital-driven entities that still have an incentive to increase utilization in  

high-cost environments. 

With continued and extensive acquisition of primary care practices by health systems, there are far fewer physicians 

who, without aligned incentives from their employer supporting efforts to reduce acute hospitalizations, will not be 

subject to counter-pressure from the health system to achieve adequate utilization levels. For example, the primary  

care DC model stipulates a minimum requirement that only large physician groups will be eligible, again making it  

likely that these groups will be system owned rather than private or independent practices.7 

For a private practice, because these models are designed with a significant amount of performance incentive tied 

to total cost of care, it will be critical to address the following issues:

7  While the DC model defines group size as 10 or more physicians, participants need to have experience in risk models that serve large patient populations  
(e.g., ACOs, MA, Managed Medicaid).

| 6 |

E C G  M A N A G E M E N T  C O N S U LTA N T S   /   P R I M A RY  C A R E S  I N I T I AT I V E

REFERRALS to specialists will need to focus 
on cost effectiveness and communication 
with the PCP.

INFRASTRUCTURE tools to track performance 
and referral costs will need to be implemented 
by smaller primary care practices in lieu of 
using anecdotal estimates.

AN ENHANCED level of early patient 
engagement to manage the disease course 
will be essential and expected through the 
use of more direct, real-time, patient-centric 
technologies and business processes.

PRACTICES with access to an EHR that is 
widely adopted by and interoperable with 
their referral network will likely realize revenue 
increases and better outcomes.

ROBUST ANALYTIC capabilities are necessary 
to manage, normalize, and accurately interpret 
large claims data files.

CARE PROTOCOLS that align the streamlined 
set of performance and quality measures 
focusing on meeting cost-effective, continued 
improvement goals need to be adopted.

PROVIDER TOOLS to successfully manage MA 
beneficiaries to reward low-cost providers 
should be used to allow the health plan to  
offer beneficiaries lower premiums and 
expanded service.
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CMS’s new primary care payment arrangements, PCF and 

DC, are designed to be the most comprehensive primary 

care transformation option, allowing participants to 

consider taking risk in exchange for the arrangements’ 

more meaningful performance-based payment options. 

Primary care providers can consider more aggressively 

moving away from FFS with fewer administrative burdens 

and smoother revenue cycle operations. 

Unlike other predecessor arrangements, a primary 

care practice with as few as 126 Medicare beneficiaries 

has the potential to be successful, which can allow 

more independent practices to successfully meet APM 

qualifications. Moreover, practitioners with experience 

in APM models, such as CPC+ practices, are offered an 

option to transition to the new PCF model in 2022.  

In addition, providers in other episode-based total cost 

of care models or shared savings arrangements are 

encouraged to participate in this primary care redesign 

initiative. Furthermore, PCF and DC models build on CMS’s 

overarching goal of offering greater financial incentives for 

providers to develop coordinated care arrangements for 

patients with chronic conditions or serious health issues 

to better align all aspects of care. 

Successful providers will demonstrate the ability to 

manage funds flows tied to cost, utilization, and quality 

under these models designed to further drive the ongoing 

transition to value-based payment methodologies.

Setting PCPs’ Course to Value-Based Care
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About ECG
ECG is a national healthcare consulting firm that has worked exclusively in the healthcare provider sector for more 

than 45 years serving AMCs, hospitals and health systems, children’s hospitals, and physician organizations. Since  

our founding, ECG has maintained a dedicated practice of professionals exclusively devoted to working in the  

subsector of academic healthcare. Our clients include the leading medical schools and teaching hospitals, as well  

as related academic and nonacademic physician organizations. We help a wide array of AMCs, ranging from small,  

community-based medical schools typically with three separate component entities to large, fully integrated,  

single-CEO AMCs. Our experts in ECG’s Academic Healthcare practice subspecialize in each mission  of the AMC, 

including medical education (undergraduate and graduate), research, and the clinical enterprise.
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