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American Recovery & Reinvestment Act

� February 17, 2009 - Signed in to law by President 
Obama

� $787 billion in new spending and tax cuts
� Over $20 billion to aid in the 

development of a robust 
IT infrastructure
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ARRA HITECH
Goals and Objectives

� Goals:

� Increase adoption of Health IT (HIT)

� Ensure systems are interoperable to support quality 
initiatives and improve care coordination 

� Tactics:

� More federal leadership to develop standards for 
nationwide exchange and use of health information to 
improve quality and coordination of care 

� Net investment of over $19B for HIT infrastructure, 
especially Health Information Exchange (HIE), and 
Medicare/Medicaid incentives to doctors and hospitals for 
“meaningful” use of certified HIT

� Savings through improved quality and care coordination, 
reductions in medical errors, and duplicative care 

� Increased HIPAA regulations to further protect identifiable 
health information from misuse as use of HIT increases

As a result of this 
legislation, CBO 
estimates that 
approximately 90% 
of doctors and 70% 
of hospitals will be 
using 
comprehensive 
EHRs in the next 
decade.
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HIT Stimulus Funds – Focus Areas

HIT Spending (in Billions)
2

17

Medicare & Medicaid
Incentives for
Hospitals and
Physicians

HHS Funds for ONC,
Grants & Loans 
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New National HIT Leadership to Drive 
Adoption and Interoperability

� Office of the National Coordinator 
� Establishes the Office to be headed by the National 

Coordinator appointed by the Secretary of Health 
and Human Services (HHS)

� Primary purpose is to develop a nationwide health 
information technology infrastructure that allows for 
the electronic use and exchange of information

� HIT Policy Committee 
� Make recommendations on national HIT 

infrastructure and the implementation of the Office of 
the National Coordinator (ONC) Strategic Plan

� Prioritize focus for interoperability and certification

� Federal Advisory Committee Act (FACA) committee

� National eHealth Collaborative could become the 
HIT Policy or HIT Standards Committee   

� HIT Standards Committee
� Recommend standards, implementation specs, and 

certification criteria in accordance with the policies 
developed by the HIT Policy Committee
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� Vice-President and Chief Information 
Officer, Partners HealthCare System, Inc.

� Fellow in HIMSS, CHIME and the 
American College of Medical Informatics.

� Awarded the John Gall award for 
healthcare CIO of the year and is a 
recipient of CIO Magazine's 20/20 Vision 
Award 

� Founding member of National eHealth
Collaborative

New ONC Leadership -
David Blumenthal, MD, MPP & John Glaser, Ph.D.

� Physician and director of the Institute for 
Health Policy at the Massachusetts 
General Hospital/Partners HealthCare 
System in Boston 

� Served as a senior advisor to the Obama 
campaign

� Co-wrote health IT chapter of Center for 
American Progress’2008 report, The 
Health Care Delivery System: A Blueprint 
for Reform

"The goals are quality and 
efficiency…If we encourage 
better performance, then 
physicians are going to find 
ways to improve. And 
health information 
technology is one crucial 
way to do that."

-David Blumenthal MD, MPP -John Glaser PhD

“This is a tall order.  
And it means that 
providers should 
start moving now 
even though the 
dust needs to settle 
on the specifics.”
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Medicare Hospital Incentives  -
Adoption and Use 

� To qualify for incentives:

� Need to be using a Certified Electronic Health Record 

� Need to be a “meaningful user” of the EHR – “meaningful use defined as: 

� Using a Certified EHR in a meaningful manner (Note – Criteria to be set by 12/31/09)

� Demonstrates EHR can provide electronic exchange of health information to improve quality 
and care coordination

� Able to report on clinical quality measures as specified by the Secretary

(Note – Secretary of HHS to provide additional information and clarification on the final 
definition of “meaningful use”)

� No upfront money to fund purchase - need to have or buy a certified 
system and be a “meaningful user” to qualify for the incentives

� Hospitals do not need to “apply” for these incentives – eventually will 
need to attest to meeting the requirements

� Incentives begin in FY 2011(Oct 2010)
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Hospital Incentive Calculations with 
Example

**Medicare Share calculated as:

Medicare Inpatient bed days + Medicare 
Advantage inpatient bed days

(Number of inpatient bed days * (Total 
charges – Charity care Charges)) /
Total Charges

$2M Base Amt
+  Discharge Amt*      
x Medicare Share**   
Year 1 Payout Amount

*Discharge Amount:
For the 1150th – 23,000th discharge -
$200 per discharge 
(regardless of payer)

*Discharge Amount:
16,000 – 1149 = 14851
14851 X 200 = $2,970,200

Hospital with 16,000 discharges, 40% Medicare 
Inpatient Bed Days and 6% Charity Care Charges:

$2,000,000  (Base Amt)
+ $2,970,200  (Discharge Amt*)

$4,970,200
x                         .4255 (Medicare Share**)

$2,114,820  (Year 1 Payout Amt)

**Medicare Share:

40,000
100,000 * (987,000,000 – 59,220,000)/ 

987,000,000
= .4255
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Medicare Hospital Payout Timeline 

¾ of increase reduced 
by 100%

$0FY17

¾ of increase reduced 
by 66.66%

$0$0FY16

¾ of increase reduced 
by 33.33%

$1,586K$528K$1,057KFY15

No Penalty $3,172K$528K$1,057K$1,586KFY14

No Penalty$5,287K$528K$1,057K$1,586K$2,114KFY13

No Penalty$5,287K 0$528K$1,057K$1,586K$2,114KFY12

No Penalty$5,287K00$528K$1,057K$1,586K$2,114KFY11

Market Basket 
Penalties

TotalFY16FY15FY14FY13FY12FY11Performance Year ->
Starting Year 

|
v

Factor for Year 1 – Year 5 Payouts:
Year 1 – 100%, Year 2 – 75%, Year 3 – 50% , Year 4 – 25 %, Year 5  - 0%
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Medicare Physician Incentives –
Adoption and Use 

� To qualify for incentives:
� Need to be using a Certified Electronic Health Record 
� Need to be a “meaningful user” of the EHR –

“meaningful use defined as:
� Using a Certified EHR, which includes e-prescribing 

(Note – Criteria to be set by 12/31/09)
� Demonstrates EHR can provide electronic exchange 

of health information to improve quality and care 
coordination

� Able to report on clinical quality measures as 
specified by the Secretary
(Note – Secretary of HHS to provide additional 
information and clarification on the final definition of 
“meaningful use”)

� No upfront money to fund purchase - need to have or buy a 
certified system and be a “meaningful user” to qualify for 
the incentives

� Physicians do not need to “apply” for these incentives –
eventually will need to attest to meeting the requirements

� Incentives begin in CY 2011 (Jan 2011)
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Medicare Physician Payout Timeline

97% *
(3% Reduction)

$02017

98%
(2% Reduction)

$0$02016

99% 
(1% Reduction)

$0$0$02015

No Reduction$24K$4K$8K$12K2014

No Reduction$39K$4K$8K$12K$15K2013

No Reduction$44K$2K$4K$8K$12K$18K2012

No Reduction$44K0$2K$4K$8K$12K$18K2011

Fee Schedule
Penalties

Total201620152014201320122011Performance Year ->
Starting Year 

|
V

* Secretary may continue annual decrease to 95% if less than 75% of professionals have adopted
Physicians who provide services designated by the S ecretary as health professional shortage areas will  receive a 
10% increase over payment amounts defined above.
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Grants and Loans 

� Health Information Technology Implementation 
Assistance

� State Grants to Promote HIT

� Competitive Grants to States and Indian Tribes for 
Loan Programs  (Note: Providers can apply for 
these loans, once the grants have been allocated 
to the states and Indian tribes)

� Demonstration Programs to Integrate Certified HIT 
into Clinical Education

� Information Technology Professionals in Health 
Care

Note: The majority of these programs do not apply directly to physicians or hospitals.
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Privacy & Security Provisions

� Notification of breach

� Accounting for disclosures

� Restrictions on Certain Disclosures 

� Business Associates (BAs) subject to same 
HIPAA privacy and security provisions and 
penalties that apply to Covered Entities 
(CEs)

� New HIPAA Business Associate Categories

� Enforcement allowed through State 
attorneys general.
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Delivering on ARRA …

� ARRA provides momentum to …
� Implement acute & ambulatory EHRs at a faster pace
� Support continuity of care through the exchange of patients’ health 

information 
� Measure and improve upon performance
� Increase privacy protections

� What is the Challenge?
� To absorb a lot of change over a short time
� To start preparing with minimal information
� Financing in current conditions
� Staffing up
� And more …
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Given What We Know Today:  
“Meaningful Use” Considerations

� Implement certified EHR 
technology that helps clinicians:

� Reduce medication errors and 
duplicate tests

� Do the right thing (document, 
react accordingly, provide 
evidence-base care, etc.)

� Extend interoperability beyond 
your IDS using HITSP approved 
continuity of care standards

� Prepare to measure performance 
(use, implementation, quality)

� Assess HIPAA policies and 
procedures 
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HIMSS Analytics
EMR Adoption Model 
/
/
/
/ �7�U�H�Q�G�V�7�U�H�Q�G�V�7�U�H�Q�G�V�7�U�H�Q�G�V

Stage 7

Stage 6

Stage 5

Stage 4

Stage 3

Stage 2

Stage 1

Stage 0

Stage            Cumulative Capabilities 2007
Final

2008
Final

Medical record fully electronic; HCO able to contribute CCD
as byproduct of EMR; Data warehousing in use

Physician documentation (structured templates), full CDSS 
(variance & compliance), full R-PACS

Closed loop medication administration

CPOE, CDSS (clinical protocols)

Clinical documentation (flow sheets), CDSS (error checking),
PACS Available outside Radiology

Clinical Data Repository, Controlled Medical Vocabulary, 
Clinical Decision Support, may have Document Imaging

Ancillaries – Lab, Radiology, Pharmacy – All Installed

All Three Ancillaries Not Installed

0.0% 0.3%

0.3%

1.9%

37.2%

25.1%

2.2%

0.5%

19.3%

14.0%

35.7%

31.4%

11.5%

15.6%

2.5%

2.5%

EMR Adoption ModelSM

Data from HIMSS Analytics™ Database N = 5073/5166/5170  © 2009 HIMSS Analytics

2009
Q1

0.3%

0.8%

3.6%

2.8%

37.0%

32.1%

9.0%

14.5%
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Meaningful UseMeaningful Use

Certified 
Electronic

Health
Record

Provider Action Plans
� Stay current and involved at 

federal and state level

� Establish ARRA Governance

� Create EHRs roadmap based 
on anticipated definition of 
“Meaningful Use”
� Develop a plan to monitor changes in the "Meaningful Use" 

requirement to ensure compliance

� Consider impact of implementing support for 5010 and ICD-10 in your 
timeline and budget

� Plan for Health Information Exchange

� Reassess current HIPAA policies and procedures
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Health Reform

� Delivery

� Coverage

� Financing
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The Players

� President Obama

� Office of White House Reform 

� Senate Finance Committee

� Senate Health, Education, Labor, Pension Committee (HELP)

� House of Representatives

� Energy & Commerce Committee

� Labor & Education Committee

� Ways & Means Committee
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Delivery

� Linking Payment to Outcomes

� Value-based purchasing 

� Transparency & evidence-based decision making for Imaging

� Primary Care Bonus

� Care Coordination

� Chronic Care Management 

� Hospital Readmissions and Post-Acute Bundling

� Comparative Effective Research
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Coverage

� Insurance market reforms 

� National insurance
exchange

� Public plan option

� Individual mandate

� Employer mandate

� Tax Credits
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Financing

� Ensure Payment Accuracy

� Modify Exclusions for Employer Provided Health 
Coverage

� Other Healthcare-related revenue producers

� Modify itemized deduction for medical expenses

� Changes to HSA rules

� Changes to FSA plans

� Lifestyle-related taxes

� Various general tax reforms
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A Summer of Fun!
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Questions


