Working draft August 17, 2009

Oregon Health Information Technology
Environment Assessment, 2009

Potential Medicare and Medicaid Incentive Payments
Available to Oregon Physicians and Hospitals
August 17, 2008

The American Recovery and Reinvestment Act of 2009 (ARRA) establishes incentive
payments through Medicare and Medicaid for the meaningful use of certified electronic
health record (EHR) technology by “eligible professionals and hospitals”. The
Congressional Budget Office (CBQO) estimates outlays for the combined
Medicare/Medicaid incentives to be $34 billion over fiscal years 2008 through 2016.

Medicare Incentive Payments

Physicians receiving Medicare incentive payments must demonstrate (through self-
reporting or claims reporting) “meaningful EHR use” defined as: use of a certified EHR,
including electronic prescribing, electronic exchange of health information fo improve
quality of health care such as promoting care coordination, and submission of clinical
guality and other required measures.

Hospitals receiving Medicare payment must demonstrate “meaningful EHR use”.
defined as: use of a certified EHR, electronic exchange of health information o improve
quality of health care such as promoting care coordination, and submission of clinical
quality and other required measures.

Key definitions, phasing and processes regarding certified EHRs, meaningful use,
health information exchange and quality measures are still under development by the
Federal Office of the National Coordinator (ONC) for Health Information Technology.

Medicare physician incentives payments provide up to $44,000 per eligible physician
over four years for demonstrated meaningful use beginning in 2011 or 2012. Payments
are lower if meaningful use criteria are first demonstrated in 2013 or 2014.

Medicare hospital incentive payments are based on a formula that considers total
hospital discharges, Medicare volume, charity care, and critical access hospital (CAH)
status. Hospitals demonstrating meaningful use in 2011, 2012 or 2013 are eligible for
the maximum payments spread over four years. Hospitals first demonstrating
meaningful use in 2014, 2015 or 2016 receive reduced payments. Hospital incentive
payments are not available after 2016. During the first year of demonstrated meaningful
use, hospitals receive the full (100%) of the calculated incentive payment. Hospitals
subsequently receive payments of 75%, 50% and 25% over the next three years
respectively assuming they initially qualify in 2011, 2012 or 2013.
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Medicaid Incentive Payments
ARRA specifies parameters for Medicaid incentive payments but states have some
latitude in structuring the incentive program to meet the special needs of their Medicaid
populations as long as the program is consistent with Medicare incentive program.
Medicaid incentive payments are available to physicians and other practitioners that
meet the meaningful use of certified EHR criteria and related criteria, and serve
sufficient proportion of volumes of Medicaid clients. These eligibility levels vary by the
type of physician/provider practice setting as follows:
. Independent practice other than pediatrics: greater than 30% Medicaid
population.
. Independent practice of pediatrics: greater than 20% Medicaid population.
. Fully qualified health center (FQHC) or rural health center (RHC): greater than
30% Medicaid population but uninsured and other “special needs” groups may
also count to reach 30%.
. Hospital owned practice: greater than 10% Medicaid population.

Medicare or Medicaid Incentive Payments

Providers that are eligible for both Medicare and Medicaid incentive payments must
choose whether they wish to receive Medicare or Medicaid payments. Providers can
not receive payments from both programs.

Oregon Physician Eligibility for Incentive Payments

The 2009 Oregon Physicians Workforce Survey (PWS) included questions that can help
estimate the likely numbers of Oregon physicians that may be eligible o receive
Medicare or Medicaid incentive payments. Attachment A shows the number of PWS
responses by specialty and practice setting as well as the percentage of those
physicians that could be eligible to incentive payments from Medicare or Medicaid.
Afttachment A also shows the percentage of physicians that could qualify in either
Medicare or Medicaid.

Attachment A shows that overall 74% of physicians in private clinics or offices could be
eligible for either Medicare or Medicaid incentive payments assuming they utilize a
certified EHR system and meet the meaningful use and other criteria. Correspondingly,
97% physicians in FQHCs or RHCs and 94% of physicians in hospital-based
ambulatory care clinics could be eligible for incentive payments. Caution: actual
eligibility for incentive payments and the amounts of the payments is critically
dependent on the adoption of certified EHR systems and satisfying meaningful
use and other criteria. Additionally, providers may incur significant costs to
adopt EHR systems and demonstrate meaningful use. The 2009 Ambulatory EHR
Inventory should provide additional information about the levels of EHR adoption when
the results are available in September 2009,

Potential Medicare Incentives for Oregon Hospitals

Assuming all Oregon hospitals demonstrated meaningful use and other criteria for the
adoption and use of certified EHRs in 2011, 2012, or 2013, Oregon hospitals would
collectively receive about $95 million in first year Medicare payments. If first year
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adoption and demonstrated meaningful use were spread over several years, the first
year incentive payments would be distributed over several years as well. Assuming all
Oregon hospitals meet the required qualifications for a full first year payment by 2013,
Oregon hospitals would be entitled to receive about $236 million over four years

Aitachment B provides a summary of the maximum potential Medicare incentive
payments for Oregon's fifty-eight hospitals. Caution: actual eligibility for incentive
payments and the amounts of the payments is critically dependent on the
adoption of certified EHR systems and satisfying meaningful use and other
criteria. Additionally, providers may incur significant costs to adopt EHR
systems and demonstrate meaningful use. The 2009 Hospital and Heaith System
Health Information Technology Inventory should provide additional information about
the levels of EHR adoption when the results are available in September 2009.

Sources:

California HealthCare Foundation. An Unprecedented Opportunity: Using Federal Stimulus
Funds to Advance Health IT in California, February 2009. Available at
hitp:/fweww.chef.org/iopics/downioad . cfm?pg=chronicdisease&fn=AnUnprecedentedOpp
orfunity%2Epdf&pid=511630&itemid=133864.

HIMSS. The American Recovery and Reinvestment Act of 2009: Summary of Key Health
Information Technology Provisions, July 1, 2009. Available at
http:/iwww. himss.org/content/files/HIMSS _SummaryQFARRA.pdf.

HIMSS. Electronic Prescribing Federal Incentive Programs — Ambulatory Practice Tip Sheet.
Accessed at hitp://Awvww . himss.org April 6, 2009.
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