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Background

Federal, state, and local policymakers have promoted the use
of information technology in the health care industry to
increase efficiency, reduce cost, and improve quality. Studies
have estimated that a fully functioning system could yield over
$77 billion in net benefits per year. 111
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[11 See Jan Walker et al, “"The Value of Health Care Information Exchange and Interoperability, *
Health Affairs, 19 January 2005, w5-18 and RAND Corporation, *Health Information Technology: Can
HIT Reduce Costs and Improve Quality?”, 2005, last accessed at

htp: rand 9136/index1.html

MiHIN

| Background

Health care relies on the exchange and storage of paper-based
records to a greater extent than other industries. Clinical
information is frequently maintained in separate silos and
infrequently made accessible at the point of care. Much
information is stored in paper files, even if it originated in
electronic form.
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Background

Since health information flows and records are scattered,
comprehensive patient information is seldom consolidated in one
place. Duplication of services and treatment without complete
information are some of the consequences.
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State of Michigan

Governor Jennifer M. Granholm
charged the Michigan Department of
Community Health and the Michigan
Department of Information Technology
with convening Michigan’s health care
stakeholders to develop a vision and
roadmap for the future of health
information technology and exchange in

. Governor
Michigan. Jennifer M. Granholm

“We will help our help care industry stop depending on your
memory and their paper records as databanks. We are going

to use technology to vastly improve the system.”

- Governor Jennifer M. Granholm, 2006 State of the State Address [jH |}




State of Michigan

A multi-stakeholder effort in

2006 resulted in the Michigan

Health Information Network H
(MiHIN) Conduit to Care MiHIN
report, a roadmap to improve
the quality, safety and
efficiency of health care
delivery in Michigan by
accelerating adoption and use
of HIT and health information
exchange (HIE) using a
regional approach.

MiHIN

Michigan HIE Initiatives

MiHIN

Michigan’s HIE Backbone

= March 2009 the Michigan HIT Commission voted to reaffirm the

objectives of the MiHIN project but modify the approach

o Centralize certain elements of HIE technology and administration
in order to attain the optimal economy of scale and the most

efficient use of available resources

o

(]

and data sharing agreements

Allows for earlier adopters to populate the record locator service
Unifies privacy and consent management policies, governance

o Allows Michigan’s earlier adopters of HIE/interoperability to
connect with each other and state applications (i.e., MCIR)
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infrastructure requirement for State funding

Aligns with the American Reinvestment and Recovery Act HIE
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ARRA Incentive Funding

February 17, 2009 President Obama signed the American Recovery
and Reinvestment Act (ARRA)

o 33 billion dedicated to Medicare and Medicaid incentives for

physicians and hospitals who purchase and use Electronic Health
Records (EHRs).

Bonus payments will only be made to “meaningful users” of
qualified EHRs. To take maximum advantage of them,
physicians will need to be ready by calendar year 2011 and

hospitals will need to be ready by FY 2011 (beginning October 1,
2010).

Electronic Health Records

= NAHIT defines an EHR as “An electronic record of health-
related information on an individual that conforms to nationally
recognized interoperability standards and that can be created,
managed, and consulted by authorized clinicians and staff
across more than one health care organization.”

Source: The National Alliance for Health Information Technology, Report to the Office of the National Coordinator for Health Information
Technology on Defining Key Health Information Technology Terms (April 28, 2008), p. 6. Currently available at
port_051508.pdf




| “Qualified & Certified EHRs”

This distinction influenced the ARRA’s definition of a “qualified
electronic health record” which is “an electronic record of health-
related information on an individual that-

(A\) includes patient demographic and clinical health information,
such as medical history and problem lists; and
(B) has the capacity--
(i) to provide clinical decision support;
(i) to support physician order entry;
(iii) to capture and query information relevant to health care
quality; and
(iv) to exchange electronic health information with,
and integrate such information from other sources.”

EHR Certification

» Certified EHR Technology: Qualified EHR that is also certified by meeting
standards determined by type of record involved

= Certification Commission for Healthcare Information Technology, CCHIT, is
one certification body. CCHIT certification requirements include EHR
suitability, quality, interoperability and data portability, and security.

m List of CCHIT certified EHR products on CCHIT.org:

a  CCHIT Certified 08 Ambulatory EHR
a  CCHIT Certified Inpatient EHR 2007

= CCHIT certified EHR technology has not been named the official
_certilficadtion body for EHRs. Other EHR certification organizations may be
involved .

= Commentators on the ARRA have said that as the demand for EHRs rises
across the country in responses to the incentives, certified vendors will be
increasingly challenged to keep up the supply and long delays can be
anticipated.

EHR Incentives

= To be eligible for incentive payments physicians must be “meaningful
EHR users”

a Criteria:

= Demonstrate to HHS that they are using EHR in meaningful
manner

= Participate in E-prescribing

= Technology provides electronic exchange of health information to
improve quality of health care

= Submit information to HHS for quality measures




Medicare Physician Incentives

= Incentives most likely will start in calendar year 2011
= Physicians may receive payments up to $44,000 over five years

o Payment based on 75% of Medicare claims, subject to caps
(see next slide).

= Health care providers in “provider shortage areas” are eligible
for 10% increase

= Incentive payments end in 2015
= In 2015, reduction in Medicare reimbursements start if

physicians do not become “meaningful users”

| Medicare Physician EHR Incentives

‘ 2011 ‘ 2012 ‘ 2013 ‘ 2014 ‘ 2015 ‘ 2016 ‘2017 TOTAL
Adopt
2011 $18,000 $12,000 $8,000 $4,000 $2,000 $0 $0 $44,000
Adopt
E I I — $18,000 $12,000 $8,000 $4,000 $2,000 $0 $44,000
Adopt
2018 | e eemeeeeee $15,000 $12,000 $8,000  $4,000 $0 $39,000
Adopt
Py A [ $12,000 $8,000 $4,000 $0 | $24,000
Adopt
2015 + $0 $0 $0 $0

Sources: HIMSS http:/Jwww.himss.org/ASPlindex asp
‘and AHIMA hitp://www.ahima.org/

Medicate Physician Penalties

= In 2015, reduction in Medicare reimbursements for physicians who

are not meaningful EHR users

((exceptions for significant hardship cases)

Reduction in Medicare Fee
First Payment Year Schedule for non-adoption
2011 $0
2012 $0
2013 $0
2014 $0
2015 -1%
2016 -2%
2017 and thereafter -3%...

‘Source: American Medical Association, AMA




EHR Usage in Michigan

= 36% of active fully licensed physicians surveyed in 2007 by
MDCH reported that someone in their medical practice used an
EHR.*

= A article in the New England Journal of Medicine (NEJM) found
that 13% of the physician respondents reported having a basic
electronic records system. Only 4% reported a fully-function
system as defined by the authors.**

= Although adoption rates in Michigan may be higher than the
national average, the higher figure cited by the MDCH survey
likely reflects physician use of EHRs for practice management
purposes and not necessarily clinical purposes.

* Michigan Department of Community Health Survey of Physicians, 2007.
** This article was published at wwi.nejm.org on June 18, 2008. N Engl J Med 2008:359:50-60.

EHR Implementation: Physicians

In May 2008 the Congressional Budget Office cited studies that the total
costs for office-based EMRs range from $25,000 to $45,000 per
physician, with annual operating costs ranging from $3,000 to $9,000
per physician a year. Indirect costs may result from reduction of
productivity while the system is established and staff members are
trained.

The installation process may take up to a year to get all the features
fully functioning and to adapt workflow

= EMRs may or may not be interoperable
= Most studies indicate a positive ROI from the use of EMRs over time
Alternative Solution to EHR Implementation

a Physicians participating in an Health Information Exchange (HIE)
with an EMR Lite

‘Source: “Evidence on the Cost and Benefits of Health Information Technology”
Congressional Budget Office (May 2008) pf

Medicare Hospital Incentives

= Incentives start in FY 2011

= Hospital compensation formula starts at $2 million and
then derives from the number of patient discharges in the
hospital, Medicare Share, and a transition factor

= Critical Access Hospitals use the same formula, but after
the Medicare Share is determined, 20% is added. The
Medicare Share cannot exceed 100%, however.

= FY2013: Phase down for hospitals adopting

= FY2015: Adjustments made for those hospitals who are not
meaningful EHR users




Medicare Hospital Penalties

Starting in FY 2015, if an eligible hospital is not a meaningful EHR user than
the applicable Market Basket Adjustment percentage shall be reduced

Reduction in Medicare Fee
First Payment Year Schedule for non-adoption
FY 2011 0
FY 2012 0
FY 2013 0
FY 2014 0
FY 2015 -33.33%
FY 2016 -66.66%
2017 and thereafter -100%

Source: HIMMS The American Recovery and Reinvestment Act of 2009
hitp://www.himss.org/ASP/index.asp

Critical Access Hospitals

Starting in FY 2015, if CAH is not a meaningful EHR user than
the applicable Market Basket Adjustment percentage shall be reduced

Reduction in Medicare Fee

First Payment Year Schedule for non-adoption

FY 2011 0

FY 2012 0

FY 2013 0

FY 2014 0

FY 2015 -0.33%

FY 2016 -0.66%
2017 and thereafter -1%

Source: HIMMS The American Recovery and Reinvestment Act of 2009
hitp:/iwww.himss.org/ASP/index.asp

Medicare Hospital Incentives

= To be eligible for incentives hospitals must be “meaningful EHR
users”
a Criteria:
= Demonstrate to HHS that they are using EHR in
meaningful manner

= Technology provides electronic exchange of health
information to improve quality of health care

= Submit information to HHS for quality measures




Medicare Hospital Incentives

with an Average Occupancy Rate of 85% ($)

Incentive Payments for a Typical 500-Bed Hospital

Payment Incentive Year 1 Year 2 Year 3 Year 4 Cumulative
Component per Unit (100%) (75%) (50%) (25%) Total
Base payment, 2,000,000 2,000,000 2,000,000

year 1 only
Bonus per 200 4,370,000 | 3,227,500 | 2,185,000 | 1,092,500 | 10,925,000
discharge: from
1,150(minimum to
23,000(maximum)
discharges
Total 6,370,000 | 3,227,500 | 2,185,000 | 1,092,500 | 12,925,000
Source: Healt Industry Insghis, 2009
Medicare Hospital Incentives
Incentive Payments for a Typical 100-Bed Hospital
with an Average Occupancy Rate of 50% ($)

Payment Incentive Year 1 Year 2 Year 3 Year4 | cumulative
Component | Perunit (100%) (75%) (50%) (25%) Total
Base payment, 2,000,000 2,000,000 2,000,000

year 1 only

Bonus per 200 563,400 422,550 281,700 140,850 1,408,500
discharge: from

1,150(minimum to

23,000(maximum)

discharges

Total 2,563,400 422,550 281,700 140,850 3,408,500

‘Source: Health Industry Insights, 2009

Medicare Hospital Incentive Examples

= Incentive Payments for Non-Critical Access Hospitals
Payments are based on: acute discharges, total in-patient days, total in-patient
days covered under Medicare Part A and Medicare Part B, Base Sum of
$2,000,000, estimated total hospital charges, and estimated total charges
attributable to charity

= 75-bed community hospital
o Demonstrating “meaningful use” in FY2011
= Total Incentive Payments = $3,539,578
o Demonstrating “meaningful use” in FY2014
= Total Incentive Payments = $2,126,569

= 250-bed hospital
o Demonstrating “meaningful use” in FY2011
= Total Incentive Payments = $4,629,045

‘Source: HIMSS http:/iwww.himss.org/ASP/index.asp




EHR Implementation: Hospitals

= The May 2008 CBO report noted the relative lack of good cost
data and studies on EHR implementation in hospitals. It cited
one study that found implementation costs for computerized
order entry (CPOE) system to be approximately $14,500 per
bed plus annual operating costs of $2700 per bed.

= Another study, from Rand, estimated implementation costs to be
$63,000 per bed and annual costs of $18,900 per bed per year.

‘Source: “Evidence on the Cost and Benefits of Health Information Technology”

Congressional Budget Office (May 2008) HAIT pdf

Medicaid Incentives

= Incentives most likely will start in 2011
= No Medicaid payment reductions if a provider does not adopt
certified EHR technology
= Providers include:
a Physicians
a Dentists
a Nurse midwives
a Nurse practitioners
a Physician assistants (in rural health clinics or federally
qualified health centers led by PA)
a Children’s and acute-care hospitals

To be eligible for Medicaid providers are required to
Waive Medicare EHR incentive payments.

Medicaid Incentives

Who's Eligible?
Providers Medicaid Patient Volume
Non-hospital based providers 230%
Non-hospital based pediatrician 220%

(eligible for 2/3 of the amount)

Physician who practices in federally | 2 30% attributable to needy

qualified health center or rural individuals

health clinic

Children’s hospitals No requirement needed
Acute-Care hospitals 210%

10



Medicaid Incentives for Non-hospital based
providers

= Incentives for up to 85% of
costs for EHR
a Caps: 1%t year payment at

$25,000

a Caps: following years at
$10,000/year

= 1styr cost no later than

2016

= No payments made after
2021 or more than 5 years

= Costs Include:

a Purchasing

0 0o oo

Implementation
Upgrades

Support & training
Engaging in efforts to

adopt, implement...

o

Maintenance & use

Medicaid Incentives: Hospitals

= Limitations
a Adoption of EHR before 2017 to receive incentives
a Incentives limited to 6 years

a Incentives = product of overall Hospital EHR amount and
Medicaid Share

a In any year: total amount not more than 50% of Medicaid

Incentive
a In any two year: total amount not more than 90% of Medicaid
Incentive
Key Points
MEDICARE MEDICAID
Physicians Hospitals Physicians Hospitals
Incentive start | Calendar yr 2011 FY 2011 | 2011 2011
Incentive End | Calendar yr 2016 FY 2015 | 2016 2021
Incentive up to $44,000 $2 million base | Up to
Amount $65,000
Reduction Calendar yr 2015 FY 2015
No penalty

‘Sources: HIMSS http:/www.himss.org/ASP/index.asp
‘and AHIMA hitp://www.ahima.org/
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Medicare Incentive Payments for MI Hospitals

First Year Second Year | Third Year | Fourth Year
Medical Trading A Medicare Medicare Medicare Medicare
edical Trading Area | jncentives Incentives Incentives Incentives Total
Greater Fiint Health Coalition MTA | $12,329,137 | $9,246,853 $6,164,569 $3,082,284 $30,822,843
Sublotal (5 Hospitals/0 CAHs)
Capital Area MTA $11.712817 | 98,784,613 $5,856,408 $2,928,204 $29,282,042
Sublotal (6 Hospitals/3 CAHS)
Southwest Area MTA $19056,725 | $14,202.544 | $9,528,362 $4,764,181 $47,641,812
Subtotal (12 Hospitals/1 CAHs)
West Michigan MTA $37.885492 [ $28.414,119 | $18,042746 | $9.471373 $94,713,730
Sublotal (27 Hospitals/7 CAHs)
Northern Michigan MTA $21851013 [ $16,338,260 | $10,925506 | $5,462,753 $54,577,532
Subotal (14 Hospitals/3 CAHs)
Michigan Health Info. Alliance MTA | $30,608,102 | $22.956,076 | $15304,051 | $7,652,025 $76,520,254
Subtotal(18 Hospitals/9CAHSs)
M Pleasant
Upper Peninsula MTA $21307817 [ $15980,863 | $10,653,909 | $5326,954 $53,260,543
Sublotal (15 Hospitals/10 CAHs)
South Central MTA $16458800 | $12,344,168 | $8,229,445 $4,114.723 $41,147,226
Subotal (11 Hospitals/1 CAHs)
Tichigan WT SOEABZTZT | S73.86759 $49.24T.06 22620537 | $246205308 [~
Sublotal (45 Hospitals/0 CAHs)

Medicare and Medicaid Maximum Physician Payments

Number of Maximum Maximum Maximum Maximum Maximum

Physicians Physician Physician Physician Physician Physician

Medical Active in Incentive Incentive Incentive Incentive Incentive
Trading Area  Patient Care _ Payment 2011 Payment 2012 _Payment 2013 _Payment 2014 _Payment 2015
Greater Fiint 884 §13,525.200 59,016,800 56,011,200 §3,005,600 §1,502,800
Capital Area 830 §12,699,000 §6,466,000 55,644,000 52,822,000 §1411,000
Southwest 1,362 520,838,600 13,892,400 59,261,600 $4,630,800 52,315,400
West Michigan 2328 535,618,400 523,745,600 15,830,400 $7.915.200 $3.957.600
Norther Michigan 790 $12,087.000 56,058,000 $5.372,000 52,686,000 $1,343,000
MIHIA 1,029 $15.743.700 510,495,800 $6.997.200 $3.498,600 $1.749,300
Upper Peninsula 507 $7.757.100 $5.171.400 53,447,600 $1.723.800 $861,900
South Central 3.267 $49.985,100 33,323,400 §22.215,600 $11,107.800 5,553,900
Southeastern 10779 | $164918700 | $109.945.800 §73.297.200 36,648,600 18,324,300
Total 21,776 | $333172,800 | $222,115,200 | $148,076,800 | $74,038,400 | $37,019,200

Assumes 85% of physicians are non-hospital and all are meaningful users of HIT in 2011.

| Medicare and Medicaid Maximum Physician Paymentg

Maximum  Maximum Maximum  Maximum
Number of Maximum Physician  Physician Maximum Physician  Physician
Physicians Physician Incentive  Incentive Physician Incentive  Incentive
Medical ~ Active in Patient Incentive Payment  Payment Incentive Payment  Payment
Trading Area Care Payment 2011 2012 2013 Payment 2014 2015 2016
Greater Flint 884 $10,143.900 $8.791380 | $5.860.920 $3.155.880 $1.577.940 | $225420
Capital Area 830 59,524,250 $8.254.350 | $5.502.900 52,963,100 1481550 | 5211650
Southwest 1,362 §$15628.950 | $13545090 |  $9,030,060 54,862,340 52431170 | $347.310
West Michigan 2328 $26713.800 | $23151.960 | $15.434,640 58,310,960 $4.155480 | $593,640
Northern Michigan 790 59,065,250 57,856,550 |  $5.237.700 52,820,300 1410150 | 5201450
MIHIA 1029 $11.807.775 | $10233405 |  $6.822.270 $3,673,530 §1836765 |  $262.395
Upper Peninsula 507 $5.817.625 5042115 | $3.361410 $1.809.990 5904995 |  $120.285
South Central 3267 §$37.488.825 | $32490315 | 21,660,210 §11,663,190 §5831,505 |  $833,085
Southeastern 10779 $123689025 | $107.197.155 | 71464770 $38.481,030 $19.240515 | 52,748,645
Total 21776 $249879600 | $216562320 | $144,374.880 $77,740.320 $38.870,160 | 5,552,880

Assumes 85% of physicians are non-hospital and 75% of that group are meaningful users of HIT 2011,
15% become ingful users in 2012 and 10% never become ingful users.
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| Medicare and Medicaid Timeline

MEDICAID

Medicaid: hospitals that adopt after
HHS develop interoperabilty
‘standards end of 2009 2017 not eligible for incentives.

Medicaid Incentives begin e
based physicians= yr cost
Setting of o later than 2016
standards complete

Medicaid: non-hospital based
physicians no payments after|
2021 or more than 5 yrs.

‘ 2009 2010 2011 2012

Medicare (FY2011) Medicare phase down incentive Medicare penalties begin
Incentives begin Oct. 2010 payments for physicians for non-meaningful users
for hospitals FY15 for hospitals
calendar 2015 for physicians

Medicare Incentives. Medicare: Physicians who 1 payment
begin Jan 2011 for Is after 2014 receive no incentives
non-hospital based physicians

Medicare Incentives
d 201

MEDICARE

Sources: HIMSS hitp://www himss org/ASPlindex. asp
and AHIMA hitp:/Awww.ahima.org!

MiHIN Annual Conference

MiHIN Annual Conference (April 29 - May 1 MICHIGAN
at the Radisson Plaza Hotel, Kalamazoo).

FOR MEALTH INFORMATION
. . . EXCHANGE
Highlights include:

* Workshops on HL7 and HIE Communications

« General session on CCHIT certification of HIE networks,
public health uses of HIE, the Delaware Health Information
network, Massachusetts eHealth Collaborative and other
topics.

« Concurrent sessions on Behavioral / mental health issues,
Integrating the Healthcare Enterprise, the Michiana Health
Information Network, and other topics.

Exhibit Hall

See www.MiHIN.org for details MiHIN
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