
Welcome to today’s presentation covering the Medicaid provisions in the recently 
released Notice of Proposed Rule Making. This NPRM is one part of implementing the 
American Reinvestment and Recovery Act, also known as the Recovery Act, that was 
passed in February 2009. Over the course of its implementation, it should help get 
approximately $14 to $27 billion into the economy.  
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The purpose of the HITECH legislation is to improve outcomes, facilitate patient access 
to care and provider access to health care information, reduce the administrative 
burden on needlessly filling out paper applications time after time, and reduce the 
administrative and health care costs in the process/  In order to achieve these goals, 
the HITECH Act provides financial incentives to specific eligible providers and 
institutions as well as help to defray the costs incurred by the State sin running the 
program.  In addition, a great deal of technical assistance is being provided as is the 
construction of a national framework or context to enable us as a country to move 
from where we are today to where we need to be in the future. 
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This Venn Diagram addresses how the various provisions overlap. The whole point of 
the program is to award incentive payments to eligible providers for the adoption, 
implementation, upgrading or meaningful use of certified EHR technology. We will 
explain these terms and indicate where they are unique to Medicaid or shared 
definitions with the Medicare program. Furthermore, the State Medicaid HIT Plan must 
include payment, eligibility, and plans for financial oversight and program integrity. 
Finally, policies for payment, eligibility, and oversight, each touch on each other as well. 
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 We first had to define what it meant to be one hospital. We had lots of questions about whether 
a clinic with a separate tax ID number was still part of the hospital and similar issues. Hospitals are issued CMS 
certification numbers (CCNs), formerly OSCAR numbers, and one hospital has one CCN. An off-campus clinic won’t 
have a CCN, but if they bill through the hospital, they could be under the hospital CCN.  
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Medicaid eligible professionals have two main routes for eligibility: 1) Not being 
hospital-based and meeting patient volume requirements, or 2) practicing 
predominantly in an FQHC or RHC and serving needy individuals-a term that I’ll define 
in just a moment. 
 
Acute care hospitals must also meet patient volume requirements, but children’s 
hospitals do not.  
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 We propose this flexible patient volume methodology in order to capture the highest 
number of true Medicaid practitioners potentially eligible for the EHR incentive program.  We believe 
Congress set the high patient volume thresholds in order to offer these incentives to the practitioners 
whose practices are open and accessible to Medicaid beneficiaries.  We noted that many Medicaid 
eligible individuals, such as children, may seek care at specified times of the year, such as the beginning 
of the school-year for required immunizations.  Since there are five different types of providers, varying 
from specialty to primary care, we thought the flexibility would capture any seasonal encounter 
adjustments in the year, while still honoring Congress' intent to reward higher-volume Medicaid 
practitioners.   
 
 We demonstrate our proposed calculation for Medicaid patient volume here, which is 
the total Medicaid patient encounters in a 90-day period in the preceding calendar year representing 
the numerator and the same provider’s total patient encounters in that same 90-day period in the 
denominator, then multiplied by 100 for a percentage. For the needy individual patient volume, the 
threshold is calculated in the same manner, but with the numerator equal to the EP’s total number of 
needy individual patient encounters in any 90 day period in the preceding calendar year.   
 
 
 Medicaid EPs and eligible hospitals would be required to annually re-attest to patient 
volume thresholds to continue to qualify for Medicaid incentive payments.  
 
 If a State has an alternative approach to the established timeframe for measuring 
patient volume, it may propose it to us for review through the State Medicaid HIT Plan (discussed later) 
and we would make a determination of whether it is an acceptable alternative.  To be considered for 
approval, the alternative approach would require a verifiable data source and justification.  In defining 
the way in which patient volume is established, we provide for a consistent methodology per the 
statute, but also allow for the possibility that States may propose acceptable alternatives that 
synchronize with existing data sources, which could decrease State data burdens.  This alternative 
approach must provide an auditable record (that is, a record of how the professional demonstrated 
patient volume) for CMS to monitor the States’ oversight of the Medicaid incentive payment program 
implementation.   
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The statute specifies that EPs may be eligible by simply practicing predominantly in an 
FQHC or RHC and providing care to needy individuals. Since the statute does not define 
"practices predominantly," we propose that an eligible professional practices 
predominantly at an FQHC or an RHC when the clinical location for over 50 percent of 
his or her total patient encounters over a period of 6 months occurs at an FQHC or 
RHC.  
 
The statute defines needy individuals as individuals meeting any of the following three 
criteria: (1) they are receiving medical assistance from Medicaid or CHIP; (2) they are 
furnished uncompensated care by the provider; or (3) they are furnished services at 
either no cost or reduced cost based on a sliding scale determined by the individual’s 
ability to pay. 
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 The statute allows for EPs to assign their incentive payments to State 
designated entities. We are proposing to define "promoting the adoption of certified 
EHR technology" in the NPRM.  The statute specifies that incentive payments can be 
made to "entities promoting the adoption of certified EHR technology," as designated 
by the State, if participation in the payment arrangement is voluntary for the EP 
involved.  Additionally, the entity must not retain more than 5% of the payment for 
costs unrelated to certified EHR technology (and support services including 
maintenance and training) that is for, or is necessary for, the operation of the 
technology.  While the Act authorizes States to designate these entities, we believe 
that the Secretary nevertheless retains authority to define what it means to be 
"promoting the adoption of certified EHR technology." Since States would need to 
submit plans as to how they would spend section 4201 of the HITECH Act funds, we 
have the authority to determine whether a State's plan for allowing EPs to assign their 
Medicaid incentive payments to these entities is in compliance with our interpretation 
of the Act.   
 We propose to define “promoting” certified EHR adoption to mean the 
enabling and oversight of the business, operational and legal issues involved in the 
adoption and implementation of EHR and/or the exchange and use of electronic health 
information between participating providers, in a secure manner, including maintaining 
the physical and organizational relationship integral to the adoption of certified  EHR 
technology by EPs.  For example, health information exchanges have the potential to 
transform the healthcare system by facilitating timely, accurate and portable health  
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information on each patient at the point of service.  Health Information Exchanges 
(HIEs) are one type of entity that we believe would meet the definition of an entity that 
is promoting the adoption of certified EHR technology. HIEs provide numerous benefits.  
Without health information exchange, electronic health records are simply digitized 
filing cabinets and will not achieve their quality of care or cost containment 
potential.  Furthermore, given the proposed definition of meaningful use, HIEs can 
significantly help Medicaid providers adopt and use EHR in such a way that the goals of 
the incentive program are met.  The inclusion in HITECH of HIE grants to be awarded to 
States or State-designated Entities by ONC are an additional indication of the symbiotic 
relationship between health information exchanges and optimal use of EHRs.   
 The statute further requires that States must establish verification 
procedures that enable Medicaid EPs to assign payments to entities promoting EHR 
technology.  States must guarantee that the assignment is voluntary and that the entity 
does not retain more than 5% of those assigned Medicaid incentive payments for costs 
unrelated to certified EHR technology.  We propose requiring States to publish and 
make available to all Medicaid EPs the procedures they developed for assigning 
incentive payments to the third party entities before payments can be assigned.  Such 
publication must also include information about the State’s verification 
mechanism.  The State's method must assure compliance with the requirement that no 
more than 5% of the Medicaid EP's annual incentive payment is retained by the entity 
for costs not related to certified EHR technology.   
 Although section 1903(t)(6)(A)(ii) of the Act allows assignment of 
payment to entities promoting the adoption of EHR technology, we wish to clarify that 
such assignment would not remove the responsibility of the Medicaid EP to individually 
demonstrate meaningful use of the EHR technology (as discussed in greater detail 
below).  Therefore, entities promoting the adoption would not receive the assigned 
payments unless the Medicaid EP meets all eligibility criteria.    
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We will cover several issues in the payments section: timing, development of 
incentives, payments, program registration, and disbursement of payment. 
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 Unlike Medicare, Medicaid has no statutory implementation date for 
making EHR incentive payments.  We believe that some States may be prepared to 
implement their program and make EHR incentive payments to Medicaid providers in 
2010 for adopting, implementing, or upgrading certified EHR technology.  Again-these 
terms will be explained more fully in a moment. We propose to allow States to initiate 
implementation of these payments to Medicaid EPs and hospitals after promulgation 
of the final rule if they successfully demonstrate to CMS that they are ready to make 
timely and accurate payments through the SMHP.  The SMHP will be discussed later in 
this presentation but is the document that States will submit to CMS that outlines how 
they will implement the EHR incentive program.  
 
States should include an additional attestation for providers assuring that they are not 
accepting payment in any other State.   
In order for us to approve a State for early implementation, we are proposing that a 
State would have an electronic system for provider registration capable of collecting 
the relevant information identified for the national repository, which we will discuss 
later.   
 Participating States would be responsible for transmitting this data to 
CMS so that CMS can ensure that no duplicate payments will be made to providers.  
We would use the national single provider election repository to assure no duplicative 
payments were made between States.   
 We are not proposing that States would be able to make early payments 
to meaningful users.  This opportunity is intended to offer Medicaid providers an early 
opportunity for capital so that they are more likely to have the certified EHR  
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technology required to demonstrate meaningful use in successive periods.  Since 
hospitals may qualify under both programs, we hope that they will use the capital and 
qualify as a meaningful user under the Medicare program in the first year.   
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This slide shows how we arrived at the final incentive amounts for EPs, including 
pediatricians under their optional patient volume scenario. Ultimately, as you can see, 
in the first payment year, EPs are eligible for $21,250 and $8,500 in years 2-6 for a total 
of $63,750. This is reduced to two-thirds for the pediatricians. 
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This slide shows the full picture of how an EP might initiate the Medicaid incentive 
program in any year. This also demonstrates that the last year an EP may initiate the 
program is 2016 and payments sunset in 2021. 
 
Again, a pediatrician under 30% Medicaid patient volume, but above 20%, would be 
eligible for 2/3 of these incentive amounts. 
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Statutory parameters placed on Medicaid incentive payments to hospitals are largely based on the methodology 
applied to Medicare incentive payments.  The specifications described in this section are limits to which States must 
adhere when developing aggregate EHR hospital incentive amounts for Medicaid-eligible hospitals.  States will 
calculate hospitals’ aggregate EHR hospital incentive amounts on the Federal fiscal year to align with hospitals 
participating in the Medicare EHR incentive program.   
 States may pay children's hospitals and acute care hospitals up to 100 percent of an aggregate 
EHR hospital incentive amount provided over a minimum of a 3-year period and a maximum of a 6-year period.  The 
maximum incentive amounts for these providers are statutorily defined by a formula.  The statute requires that 
Medicaid refer, with some adjustments, to the calculation for the Medicare hospital incentive payment to 
determine the aggregate EHR amount allowable for individual hospitals.   
The aggregate EHR hospital incentive amount is calculated using an overall EHR amount multiplied by the Medicaid 
share.  The aggregate EHR hospital incentive amount is the total amount the hospital could receive in Medicaid 
payments over 4 years of the program.   
 States are responsible for using auditable data sources to calculate Medicaid EPs' aggregate EHR 
hospital incentive amounts, as well as determining Medicaid incentive payments to those providers.  Auditable data 
sources include 
--Providers’ Medicare cost reports;  
--State-specific Medicaid cost reports;  
--Payment and utilization information from the State’s MMIS (or other automated  
claims processing systems or information retrieval systems); and  
--Hospital financial statements, and hospital accounting records.  All State Medicaid 
 incentive payment program calculations, payments, and limits under this section are subject to our review.  
 
For purposes of administrative simplicity and timeliness, we proposed that States, for each eligible hospital during 
each incentive payment year, use data on the hospital discharges from the hospital fiscal year that ends during the 
Federal fiscal year prior to the fiscal year that serves as the payment year.   
 
Example:  FY 2011 begins on October 1, 2010 and ends on September 30, 2011.  For an eligible hospital with a cost 
reporting period running from July 1, 2010 through June 30, 2011, we would employ the relevant data from the 
hospital’s cost reporting period ending June 30, 2010 in order to determine the incentive payment for the hospital 
during Federal fiscal year 2011.  This timeline would allow States to have the relevant data available for determining 
the aggregate EHR hospital incentive amount in a timely manner for the first and subsequent payment years. 
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For purposes of the Medicaid incentive payment program, the overall EHR amount is 
equal to the sum over 4 years of  the base amount (defined by statute as $2,000,000); 
plus the discharge related amount defined as $200 for the 1,150th through the 23,000th 
discharge for the first payment year (for subsequent payments years,  States must 
assume discharges increase by the provider’s average annual rate of growth for the 
most recent 3 years for which data are available per year): multiplied by the transition 
factor for each year = equals 1 in year 1, ¾ in year 2, ½ in year 3, and ¼ in year 4. 
 
 The "Medicaid Share," against which the overall EHR amount is 
multiplied, is essentially the percentage of a hospital's inpatient, non-charity care days 
that are attributable to Medicaid inpatients.  More specifically, the Medicaid share is a 
fraction expressed as:  
  Estimated Medicaid inpatient-bed-days plus estimated Medicaid managed care 
inpatient-bed-days, divided by  
Estimated total inpatient-bed days multiplied by ((estimated total charges minus 
charity care charges) divided by estimated total charges).  
 As indicated in the above formula, the Medicaid share includes both 
Medicaid inpatient-bed-days and Medicaid managed care inpatient-bed-days.  This is in 
keeping with section 1903(t)(5)(C) of the Act, which provides that in computing 
inpatient-bed-days, the Secretary shall take into account inpatient-bed-days that are 
paid for individuals enrolled in a Medicaid managed care plan under sections 1903(m) 
or 1932 of the Act.  We interpret these managed care individuals to be individuals 
enrolled in an managed care organization (MCO), prepaid inpatient health plan (PIHP), 
or prepaid ambulatory health plan (PAHP) under 42 CFR part 438.   
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Once an EP or hospital selects the Medicaid EHR incentive program, we propose that 
States must have a system for reporting and tracking necessary information to qualify 
an EP or hospital for an incentive payment.  States will be required to submit additional 
data to CMS.  States' systems and processes will be submitted by the States to CMS for 
prior approval, concurrent with the requirements described in the NPRM for review 
and approval of the State Medicaid HIT Plans. States must have a process for verifying 
eligibility elements, cross-checking for duplicative payments, and disbursing payments. 
Furthermore, States must close the loop with the national repository by notifying CMS 
that a payment was made.  
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Meaningful use is defined in statute as shown here on this slide. Providers must meet 
three elements:  
 
1. Use of certified EHR technology in a meaningful manner, such as e-

prescribing; 
2. That the certified EHR technology is connected in a manner that provides for 

the electronic exchange of health information to improve the quality of care; 
and 

3. In using this technology, the provider submits to the Secretary information on 
clinical quality measures and such other measures selected by the Secretary 
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NPRM vs. Final Rule 

•Meet all MU reporting objectives vs. Must meet “core set”/can defer 5 from optional 
“menu set” 

•25 measures for EPs/23 for eligible hospitals vs. 25 measures for EPs/24 for eligible 
hospitals 

•Measure thresholds range from 10% to 80% of patients or orders (most at higher 
range) vs. Measure thresholds range from 10% to 80% of patients or orders (most at 
lower to middle range) 
•Denominators – To calculate the threshold, some measures required manual chart 
review vs. Denominators – No measures require manual chart review to calculate 
threshold (Speaker Note: Manual chart review including the counting of orders. For the 
final rule, the only counting that would be required would be to know the number of 
patients seen or admitted during the EHR reporting period. All other denominators can 
be obtained automatically using certified EHR technology. ) 

•Administrative transactions (claims and eligibility) included vs. Administrative 
transactions removed 

•Measures for Patient-Specific Education Resources and Advanced Directives discussed 
but not proposed vs. Measures for Patient-Specific Education Resources and Advanced 
Directives (for hospitals) included 
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NPRM vs. Final Rule, continued 

•States could propose above/beyond MU floor, but not with additional EHR 
functionality vs. States’ flexibility with Stage 1 MU is limited to seeking CMS approval to 
require 4 public health-related objectives to be core instead of menu 

•Core CQM and specialty measure groups for EPs vs. Modified Core CQM and removed 
specialty measure groups for EPs 

•90 CQM total for EPs vs. 44 CQM total for EPs – must report total of 6 

•35 CQM total for eligible hospitals and 8 alternate Medicaid CQM vs. 15 CQM total for 
eligible hospitals 

•5 CQM overlap with CHIPRA initial core set vs. 4 CQM overlap with CHIPRA initial core 
set 
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We have a large group of hospitals that we expect to qualify for incentives in Medicare 
Medicaid, since there is no prohibition for this for hospitals like there is for EPs. 
Subsection(d) hospitals, which is the requirement for Medicare, in many cases will also 
be acute care hospitals—the primary exception will be the 11 cancer hospitals and the 
hospitals in the territories. Also, the children’s hospitals are not subsection(d) hospitals.  
 
Hospitals meeting meaningful use under Medicare may be considered deemed for this 
requirement under Medicaid and the State may disburse payment.  
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 CHIPRA requires that the Secretary publish a core set of clinical quality 
measures for the pediatric population. To the extent possible, CMS will align the clinical quality 
measures selected under this Medicaid HIT incentive payment program with the measures 
selected under the CHIPRA core measure set.  
 
all CHIPRA initial measures recommended to the Secretary are applicable to EHR technology or 
to the EHR Incentive Payment Program. For example, some of the measures are population-
based, survey-derived or not yet NQF-endorsed. New or additional measures for the next 
iteration of the CHIPRA core set will have EHR-extractability as a priority.  
However, as many providers, including primary care professionals, hospitals, dentists, and 
specialists provide care to the pediatric population in the Medicaid and CHIP programs. CMS 
saw consistency as paramount to avoid redundancy and duplication for these providers and 
States.  
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In order to qualify for an incentive payment under the Medicare incentive payment 
program for a payment year, an EP or eligible hospital must meaningfully use certified 
EHR technology for the EHR reporting period of the relevant payment year.  
 
In this proposed rule, we propose a definition of EHR Reporting Period for purposes of 
the Medicare and Medicaid incentive payments that the EHR reporting period may be 
any continuous 90-day period within  the first payment year and the entire payment 
year for all subsequent payment years.  
 
For example, for payment year 2011, an EHR reporting period of March 13, 2011 to 
June 11, 2011 would be just as valid as an EHR reporting period of January 1, 2011 to 
April 1, 2011.  
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