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HHS American Recovery and Reinvestment Act (RecovgrAct) Implementation Plan
Health Information Technology —

Medicare and Medic& Incentives and Administrative Funding

Report Provisions

Analysis and Comment — Excerpts from the Law Offemg further detail

CMS: Implementation Plan for: ARRA

Section 4101: Medicare Incentives for eligible pssionals
Section 4102: Medicare Incentives for hospitals

Section 4103: Implementation Funding

Section 4201: Medicaid provider HIT adoption anémion
payments

The law provides financial incentives for the admpbf certified
electronic health records (EHRS). The plan is tMSC
interpretation of the law and its “high level” appch to
implementation for FY 2009 and FY2010 etc.

The plan covers Medicare and Medicaid bonus paysrfent
participatingeligible professionals (EPsand to become
“meaningful users” of certified EHRs. The law establishes
maximum annual incentive amounts and includes Medic
penalties for failing to meaningfully use EHBsginning in 2015
for professionals and hospitals that fail to admptified EHRS.
Lastly, it addresses the administrative requiresiémt CMS and
the States for Medicare and Medicaid implementaaiot funding
to pay for it.

For FY2009, CMS funding for both Medicare and Medicaid

» Coordinate with ONC to develop policies required to
implement statutory requirements (e.g., define
“meaningful user” of EHRSs, operationalize the

definition of “certified EHR technology, etc.),

Medicaid Analysis and Comment
ARRA Title IV Section 4101: Medicare Incentives figible professional@Page 353 of the Law)

The ARRA (See Page 375 of the Law) amends the IS8ecurity Act by authorizing “states” to pay
providers through the Medicaid program 100% fedinadisto encourage the adoption and use of
certified EHR technology and 90 % federal fufmisreasonable administrative expenses related {o
theadministration of incentive payments to providers. Presumably sthee may provide 10% loca
match although there is no mention of it in the.law

The term ‘Medicaid provider’ means an eligible gsdional which includes:

e physician;

¢ dentist;

+ certified nurse mid-wife;

* nurse practitioner; and

e physician assistant insofar as the assistant iigirag in a rural health clinic that is led by
physician

e assistant or is practicing in a Federally qualifieglth center that is so led;

jS2)

who is not hospital-based (most of services pravidehe hospital) and has at least 30 peroéttte
professional’s patient volume attributable to patBevho are receiving Medicaid. This calculation
permits counting Medicaid Managed Care patients.

It applies to Pediatricians who are not hospitadaband have at least 20 peragfrtheir patient
volume attributable to individuals receiving Medita

It applies to eligible professionals who practicedominantly in a Federally qualified health cente
or rural health clinic and have at least 30 peroétie professional’s patient volume attributatole
“needy individuals”. The term ‘needy individual’ anes, with respect to an individual:
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Establish Medicare and Medicgidyment policies,
processes, and tracking methods,

Develop and publish proposed regulations to providé
the opportunity for public notice and comment.
Conduct initial assessments of potential systends an
measures required to pay incentives (including
calculation of incentive payments, capturing
attestations, tracking and accepting quality messur
Plan extensive provider outreach on Medicare and
Medicaidincentives and Medicare penalties,

Plan audit and reimbursement work,

With contractor support, and in coordination witN©O
and the regional extension programs provide Staits
technical assistance through guidance, outreach an
education, and

Hire additional Federal employees to help implemen
these provisions.

« who is receiving Medicaid assistance

« who is receiving assistance under title XXI;

who is furnished uncompensated care by the pravider

« for whom charges are reduced by the provider ditliag scale basis based on an
individual's ability to pay.

D
L]

It applies to Children’s hospitals or acute-carsyiials that have at least 10 perceinthe hospital’'s
patient volume attributable to individuals who ezeeiving Medicaid.

An eligible professional shall not qualify as a Mssdd provider under this subsection unless any
right to payment under sections established feedidbs (SSA sec 1848(0) and 1853(l) (Medicarg
Choice payment) with respect to the eligible prsi@salhas been waived in a manner specified by
the Secretary.

—

FY 2010 fundswill allow for continued education and
outreach, analysis, and extensive contractor stipponake
system modifications and/or develop new systems.

Systemswill be required to process incentive processciiele,
to determine payments, to assess meaningful useake and
track payments (including posting names of incentacipients
online) and to capture quality data.
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Medicaid Implementation Planning

CMS has decided to implement the Medicaid incestp®gram
in 2011 to assure consistency with Medicare.

State payment of Medicaid incentive paymenilsrequire
establishment amulti-state workgroups in order to establish core
analytical criteria for State HIT planning and imyientation, and
modification to Medicaid reporting and data systems

For Medicaid

Verification of payment accuracy and audits to fuee improper
payment of Medicaid incentives will be critical.

Complying with Recovery Act reporting guidance viilvolve
Federal and State staff time and require modifcatf
accounting and payment data reporting systems.

Characteristics
CMS Administrative Activities

The administrative funding provided by the legisliatwill be
used for both Federal in-house activities and eatitng with non-
Federal entities. The Federal in-house funding bélused to hire
additional Federal staff, as well as pay a portibthe costs for
existing staff working on HIT related activitieshd non-Federal
entities will be provided with funding primarilyribugh the use of|
contract vehicles under the standard Federal Aitiquis
Regulations (FAR) requirements.

Administrative funds will support the implementatiof the incentives programs for the meaningf
use of certified EHRSs.

For both Medicare and Medicaid and CMS and the=Stat

The Recovery Act provided budget authority (BA$A0O0 million in 2009 for Medicare administrationdan
$40 million in 2009 for Medicaid administration;rfthe 2010-2019 period, the BA amounts are $645amil
for Medicare and $260 million for Medicaid, respeely.

CMS will use part of these funds to assess exisystems to determine whether or not
modifications can be made to accommodate the remints of the incentive program.

The funding will also be used to modify and/or depeimplement, operate and maintain all
systems necessary to support payment of incerttivegspitals and eligible professionals, sud
as systems for eligibility and enroliment, paymepiality reporting, and accounting/monitorin

CMS Medicaid Administrative funds may be used to:
Develop an implementation strategy for issuing imise payments to providers.
Track, report and oversee incentive payments tarase duplication of funding.
» Such coordination shall include, to the extent ficable, a data matching
process between State Medicaid agencies and therSéor Medicare
& Medicaid Servicesising national provider identifiers.

care patient volume/mix data.

Conduct an environmental scan of the current &hile/HIT environment.

Create a vision document with an analysis of cun@future State activities with a plan fo
transition and roadmap with milestones for achig\#HR technology goal.

Conduct extensive outreach, training and educatigomoviders and to State personnel
Develop an infrastructure for health informatiorcleange.

Harmonize EHR/HIT technology with current Stateiatives such as Medicaid Informatio
Technology Architecture (MITA).

Work with States to develop the infrastructuresaeseary to provide oversight of Recovery

Assess data from providers, practitioners and alspMedicaid, CHIP, and uncompensate

=
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Act initiatives and coordinate related activitiagalving various stakeholders.
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State Medicaid Agenciesvill receive Federal matching rates of
90 percent for their administrative costs of th& lttivities
through the existing FMAP_grant payment procestimated to bg
$1,055 million. This is also non-Federal entity durg.

The HIT legislation provided CMS with $1,045 miltian
administrative funding - $745 million for Medicaaad $300
million for Medicaid - for the FY 2009-2019 periodis
anticipated that approximately 10 percent of thatfng will be
used for Federal in-house activities with the renmg balance
going to non-Federal entities.

State Administrative Costs for Medicaid HIT Implementation

> Federal matching funds are provided to Statesdmiistering payments for certified EHR
technology. To be eligible for funding, States mietonstrate:

* That they are using the funds provided for the pseg ofadministering payments including
tracking of meaningful use by Medicaid providers;

Providing adequate oversight of the program inelgdoutine tracking of meaningful use
attestations and reporting mechanisms,

Pursuing other initiatives to encourage the adoptiocertified EHR technology for the
promotion of health care quality and the excharfdesalth care information.

Medicaid Incentivese The Medicaid statute provides for a 100
percent Federal Financial Participation (FFP) mébciState
expenditures for provider incentive payments tocoenage
Medicaid health care providers to purchase, impieand
operate certified electronic health record (EHRht®logy.

* These payments can cover up to 85 percent of the
federally-determined “net average allowable costs”
EHR technology, including support and training $taff.
The “allowable costs” are determined on the bafsis o
studies that the Secretary will undertake or actrept
states.

A Medicaid provider described in paragraph (2)(®\) i
responsible for payment of the remaining 15 peroétite
“net average allowable cost’.[Page 379 of the Law]

Medicare and Medicaithcentive payments to eligible professionals il made using existing or
newly developed Federal and State payment systdedicare hospital incentive payments will bg
made using the existing cost report based process.

Medicaid EPs must waive the right to receive incenpayments under Medicare for certified EHF
technology. An EP that participates in both Medicaind Medicaid and meets the respective
eligibility requirementgannot receive incentive payments from both Medicare ldedicaid.

The termnet average allowable costsmeans for a Medicaid provider tteverage allowable
costs” reduced by any payment that is made to the pro#ide any other source other than unde
this program or by a State or local governmentithdtrectly attributable to payment for certified
EHR technology or related support services.

The Secretary shall study treeverage coststo Medicaid providers for the purchase of cetfie
HER Technology and its initial implementation amjtade. The study would include the average
costs to such providers for operations, maintenaarue use. In determining “average allowable

[

costs” the Secretary HHS may utilize studies ohsamounts submitted by States.
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Incentive payments are available for no more thén a
year period.

Eligible professionals can receive up to $21,250He
first year of payment for the initial purchase autbption
of certified EHR technology, ending after 2016; apdto
$8,500 annually over 5-years for costs relatintheo
operation, maintenance and demonstration of “megulin
use” of such technology, ending after 2021.

Hospital incentive payments are statutorily defibgd
formula. Full reimbursement of incentive paymerasrot
occur over a minimum 3-year or maximum 6-year [geri
The last year that a hospital can begin receiviegritive
payments is 2016.

States must assure that payments are being maubdlylir
to Medicaid providers withowtny deduction or rebate.

Medicaid providers must demonstrate “meaningful’ ase
defined by the Statend approved by the Secretary and
may be based upon the methodologies applied for
professionals and hospitals receiving EHR incentive
payments under Medicare.

Such “meaningful use” may include the reporting of
clinical quality measures to the States and in sace,
address populations with unique needs, like childre

Certified EHR technology must be, to the extentjine
as specified by the Secretary, compatible witheStat
Federal administrative management systems.

o

[Page 375 of the Law]

Pediatricians with 20% Medicaid patients receivly @3 of the “net average allowable costs”
determined for other EPs. [Page 378 of the Law].

States must provide the following assuranffeage 379 of the Law]

That incentive payments for the purchase of HERrtelogy are paid directly to the provider withg
any deduction or rebate, or
e to an employer or facility to which the providershtassigned payments; or

to anentity as designated by the Statpromoting the adoption of certified EHR technolo
as long as participation in such a payment arraegém voluntary for the eligible

professional involved and if such entity does etain more than 5 percent of such payme
for costs not related to certified EHR technologg aupport services including maintenan
and training that is for, or is necessary for tperation of the technology.

The provider must demonstrate:

for the first year of payment that it is engageéfiiorts to adopt, implement, or upgrade
certified EHR technology; and

for a year of payment, other than the first yegonafment, the “meaningful use” of certifiec
EHR technology.

If the provider has completed adopting, implememtor upgrading such technology prior
the first year of payment, then its obligationdgddemonstrate that it is a “meaningful user’
of the HER technology.

Meaningful User [Page 355 and 356 of the Law]

The eligible professional demonstrates to thesfsatiion of the Secretary (by attestation, submisg
of claims data or other requested reporting) thiaind payment periods the professional is using
certified EHR technology in a meaningful mannerjchitshall include

JY
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the use of electronic prescribing
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» that during such period the EHR technology is cetewin a manner that provides, in
accordance with law and standards applicable texbbange of information, for the
electronic exchange of health information to imgréve quality of health care, such as
promoting care coordination.

» the eligible professional submits information fack period, in a form and manner specif
by the Secretary, on such clinical quality measaressuch other measures that may be
designated.

Medicare Provisions

The goal of the Medicare and Medicaid Health ITysons in
the Recovery Act is to promote and provide incesdifor the
adoption of certified electronic health records E&)l The
Recovery Act authorized bonus payments hospitals
participating in Medicare and Medicaid as an inis@nto
become meaningful users of certified EHRs. The law
established maximum annual incentive amounts ariddes
Medicare penalties for failing to meaningfully USHRs
beginning in 2015 for professionals and hospitads fail to
adopt certified EHRs.

Hospital incentive paymengse statutorily defined by formula.
Full reimbursement of incentive payments cannotiooger a
minimum 3-year or maximum 6-year period. The lasinthat a
hospital can begin receiving incentive paymen)ik6.

HOSPITAL PAYMENT AMOUNT [Page 363 of the Law]

Section 4102 of the Law - The applicable amountisieel for an eligible hospital for a payment
year is equal to the product of the following:

INITIAL AMOUNT .—The sum of—

The base amount ($2M) plus the discharge relateniatror a 12-month period with respect to th
payment year. The Discharge Related Amount for-en@@th period is $ 200 for each discharge
regardless of source between 1149 discharges (mm)rand 23,000 discharges (maximum).

MEDICARE SHARE .—The Medicare share specified under this subpapdgior an eligible
hospital for a period selected by the Secretargfpayment year is equal to the fraction—

(i) the numerator_of which is the sum (for such period and with respe the eligible hospital) of—
(1) the estimated number of inpatient-bed days&ablished by the Secretary) which are
attributable to individuals with respect to whonypent may be made under part A; and
(1N the estimated number of inpatient-bed dayss(aestablished) which are attributable
to individuals who are enrolled with a Medicare Adtage organization under part C; and

(i) the denominator of which is the product of—
() the estimated total number of inpatient bedsdaith respect to the eligible hospital
during such period; and
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Medicare Payments

Sections 4101 and 4102 of the Recovery Act proMeeicare
bonus payments to eligible professionals who megnity use
certified EHRs by calendar years 2011 to 2014 antidspitals
that meaningfully use certified EHRs by fiscal y&2011 to
2015. Starting in 2015, eligible professionals hodpitals
failing to meaningfully use certified EHRs will reige reduced
Medicare payments. Payment may be made in a dioigle

payment.

Incentive Payments Medicaree Medicare EPs may receive
incentives for the adoption and meaningful useeofifted
EHR technology. The incentive payment will be cidted on
75 percent of the allowable charges for servicasished by
the EP during the payment year, not to exceed payme
maximums set by law. Payments will be made froml201
through 2016. For example, the maximum paymen2@dn is
$18,000 with a maximum of $44,000 paid over 5 years

Incentive payments are increased by 10 percenhése EP
providing services in a health professional she@taga. EPs
must choose whether to receive an incentive urger t
Medicare or Medicaid.

Medicare will also pay incentives to subsectionG(83
hospitals and critical access hospitals. Eligildsditals that are
meaningful EHR users by 2015 for a reporting pespelcified
by the Secretary could receive up to four yeaisc#ntive
payments beginning in FY 2011.

(I1) the estimated total amount of the eligible bites’s charges during such period, not
including any charges that are attributable toichaare (as such term is used for purpose
of hospital cost reporting under this title), dieatlby the estimated total amount of the
hospital’'s charges during such period.

TRANSITION FACTOR .—The transition factor specified in subparagraphfér the eligible
hospital for the payment year. [Page 364]

The transition factor specified for an eligible pidal for a payment year is as follows:

() For the first payment year for such hospital, 1

(1) For the second payment year for such hosp#t4l,
(1) For the third payment year for such hospifiP.

(IV) For the fourth payment year for such hospilA,
(V) For any succeeding payment year for such halsit

PHASE DOWN FOR ELIGIBLE HOSPITALS FIRST

ADOPTING EHR AFTER 2013.—If the first payment year for an eligible hospitaafter 2013,
then the transition factor specified in this sulagaaph for a payment year for such hospital is the
same as the amount specified in clause (i) for pagiment year for an eligible hospital for whick {
first payment year is 2013.

If the first payment year for an eligible hospighfter 2015 then the transition factor for a liadp
and for such year and any subsequent year shéll be

2S
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The payments will be based the statutory formula which
includesa $2 million base paymenthat is adjusted based on
the number of discharges, the Medicare share atieqt bed
days, and charity care.

Hospitals that become meaningful users after 2015 would not
receive these incentives.

Medicare may also pay EHR incentives to certain ivteé
Advantage (MA) organizations that employ or corntrith
certain EPs. EHR incentives will only be paid unither fee-for-
service program if the EP qualifies for the maximuagentive
payment under that provision.

Hospital incentives will be paid under the fee-$ervice
program if at least one-third of a hospital’s Mexdte discharge
(or bed days) of Medicare patients for the yearcakered
under Medicare Part A, otherwise MA organizatioas be
reimbursed directly for hospitals that are undenemn
ownership and control and that primarily treat MArp
enrollees.

UJ
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Starting in 2015, eligible professionals and hosits failing to
meaningfully use certified EHRs will receive reduce
Medicare payments.

Incentive Payment may be made in a single totainesuy.

Hospital Payments Sanctions [Page 368 of the Law]

HospitalNon-EHR usersare penalized after 2015 according to the follgveductions to their
Medicare payments by adjusting their Cost Reportgfiect these reductions.

INCENTIVE MARKET BASKET ADJUSTMENT.— [Page 368-369 of the Law]

Section 1886(b)(3)(B) of the Social Security Ac2 (4.S.C. 1395ww(b)(3)(B)) is amended—
(A) in clause (viii)(l), by inserting “(or, begiring with fiscal year 2015, by one-quarter)” aft&.0
percentage points”; and (B) by adding at the dredfollowing new clause:

For purposes of clause (i) for fiscal year 2015 each subsequent fiscal year, in the case of an
eligible hospital that isot a meaningful EHR user for an EHR reporting period for such fiscal
year, three-quarters of the applicable percentagease otherwise applicable under clause (i) for
such fiscal year shall be reduced by 331/3 peffoeriiscal year 2015, 662/3 percent for fiscal yeal
2016, and 100 percent for fiscal year 2017 and

each subsequent fiscal year. Such reduction ghaly @nly with respect to the fiscal year involved
and the Secretary shall not take into account seaiinction in computing the applicable percentag
increase under clause (i) for a subsequent fiszal.y

Exemption from Sanction

(I The Secretary may, on a case-by-case basinpia subsection (d) hospital from the applical
of subclause (I) with respect to a fiscal yeahd Secretary determines, subject to annual renewg
that requiring such hospital to be a meaningful EKBr during such fiscal year would result in a
significant hardship, such as in the case of aitad$p a rural area without sufficient Internetass.
In no case may a hospital be granted an exemptideruhis subclause for more than 5 years.

(1N For fiscal year 2015 and each subsequenafigear,a Statein which hospitals are paid for
services under section 1814(b)(3) shall adjusptienents to each subsection (d) hospital in the
State that is not a meaningful EHR user in a mathatris designed to result in an aggregate
reduction in payments to hospitals in the Sthéd is equivalent to the aggregate reductionwatid
have occurred if payments had been reduced tosdosection (d) hospital in the State in a mann
comparable to the reduction under the previousigians of this clausélhe Stateshall report to the

1o
l,

er

Secretary the methodology it will use to make thgnpent adjustment under the previous senten¢

e




F&IX

Systems, Inc.

May 27, 2009

Critical Access Hospitals

For cost reporting periods beginning in fiscal y2@i5 or a subsequent fiscal year, in the case of
critical access hospitathat isnot a meaningful HER userbut is an eligible hospital for an EHR
reporting period with respect to such fiscal y@arMedicare payments are reduced by:

The percent described in this subparagraph is—
(i) for fiscal year 2015, 100.66 percent;
(i) for fiscal year 2016, 100.33 percent; and
(iii) for fiscal year 2017 and each subsequengfigear, 100 percent.

Hospital Meaningful User & Testing

MEANINGFUL EHR USER.— [Page 366 of the Law]

An eligible hospital is a meaningful EHR user farlBHR reporting period for a payment year if
eachof the following requirements are met:

The eligible hospital demonstrates to the satigfactf the Secretary that during the period the
hospital is usingertified EHR technology in a meaningful manner.

INFORMATION EXCHANGE.—The eligible hospital demonates to the satisfaction of the
Secretary that during the period its certified EtdBhnology is connected in accordance with the
and standards applicable to the exchange of infiiomé&or the electronic exchange of health
information to improve the quality of health casach as promoting care coordination.

REPORTING ON MEASURES USING EHR.— The eligible hitalsubmits information through
its certified HER technology for the period, incrh and manner specified by the Secretary, on g
clinical quality measures and such other measwwsglacted by the Secretary.

The Secretary shall seek to improve the use ofreldic health records and health care quality ov
time by requiring more stringent measures of megfnlruse selected under this paragraph.

a

a
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REPORTING ON MEASURES.— [Page 366 of the Law]

SELECTION.—The Secretary shall select quality meastor reporting purposes but only
consistent with the following:

(I) The Secretary shall provide preference to cahguality measures that have been selected
for purposes of applying payment incentives or tizate been endorsed by the entity with
a contract with the Secretary under section 183ff(tje SSA — [Performance Measurement].

(1N Prior to any measure (other than a clinicahlify measure that has been selected for
purposes of applying payment incentives) beingcseteunder this subparagraph, the Secretary
shallpublish in the Federal Register such measure and prowrd fperiod opublic comment

on such measure.

LIMITATIONS.—The Secretary magiot require the electronic reporting of information aimical
guality measures unless the Secretary has theitafaaccept the information electronically, whig
may be on a pilot basis.

COORDINATION OF REPORTING OF INFORMATION.— In sekng measures, and in
establishing the form and manner for reporting messs the Secretary shall seek to avoid redund
or duplicative reporting with reporting otherwisguired, including payment incentives reporting

DEMONSTRATION OF MEANINGFUL USE OF CERTIFIED EHR TEHNOLOGY AND
INFORMATION EXCHANGE.—

An eligible hospital may satisfy the demonstratiequirement of clauses (i) and (ii) of subparagre
(A) through means specified by tBecretary, which may include:

(I) an attestation;

(1) the submission of claims with appropriate eaf{such as a code indicating that inpati

care was documented using certified EHR technology)

(1N a survey response;

(IV) reporting under subparagraph (A)(iii);and

(V) other means specified by the Secretary.

h

al
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(i) USE OF PART D DATA.—Notwithstanding section8@0D-15(d)(2)(B) and 1860D-15(f)(2),
the Secretary may use data regarding drug claiimsisied for purposes of section 1860D-15 tha
are necessary for purposes of subparagraph (A).

Testing and Reporting
Section 4104 [Page 374-375 of the Law]

SEC. 4104. STUDIES AND REPORTS ON HEALTH INFORMATION TECHNOLOGY.
(&) STUDY AND REPORT ON APPLICATION OF EHR PAYMENT
INCENTIVES FOR PROVIDERS NOT RECEIVING OTHER INCENE PAYMENTS.—

The Secretary of Health and Human Services shaluat a study to determine the extent

to which and manner in which payment incentiveslisas under title XVIII or XIX of the Social
Security Act) and other funding for purposes of liempenting and using certified EHR technology
(as defined in section 1848(0)(4) of the Socialugigc Act, as added by section 4101(a)) should b
made available to health care providers who areivierg minimal or no payment incentives or oth
funding under this Act, under title XIII of divisioA, under title XVIII or XIX of such Act, or
otherwise, for such purposes.

DETAILS OF STUDY .— The study shall include an examination of—

(i) the adoption rates of certified EHR technology
by such health care providers;

(if) the clinical utility of such technology by shic
health care providers;

(iif) whether the services furnished by such heedtte providers are appropriate for or wo
benefit from the use of such technology;

(iv) the extent to which such health care provideosk in settings that might otherwise
receive an incentive payment or other funding urldisrAct, under title XIIl of division A,

[

[0)

U

under title XVIII or XIX of the Social Security Acbr otherwise;

12
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(v) the potential costs and the potential benefitsiaking payment incentives and other
funding available to such health care providers; an

(vi) any other issues the Secretary deems to be
appropriate.

CONGRESSIONAL REPORT.—Not later thardune 30, 2010the Secretary
shall submit to Congress a report on the findings@nclusions
of the study conducted under paragraph (1).

13




