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StlmUIUS Plan Ove rview Empowering Healthcare

Where are we and how did we get here?

o The American Recovery & Reinvestment Act of 2009 (H.R. 1)
b One of the largest single pieces of legislation in U.S. history
b Signed 23 days after official introduction (28 days after inauguration)

January 25, 2009 February 10, 2009 February 13, 2009
H.R. 1 introduced in the Senate votes 611 37 House passes 2461 183
House Appropriations for their bill estimated at Senate passes 607 38
Committee $837B
January 28, 2009 February 11, 2009 February 17, 2009
House votes 2441 188 Conference Committee President Obama signs
for the bill estimated at reaches compromise with The American Recovery &
$819B a bill estimated at $787 B Reinvestment Act of 2009

2 Scale = 1 day
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What is in the stimulus plan for healthcare?

o $787 billion in total net impact on the federal deficit
o $154 billion in total net spending for healthcare

o $19 billion for health information technology

AHI TE C\H 0
Act
ONCHIT
‘ ‘ $ZB
Alncreased match ACOBRA AResearch AVarious AAdoption  Alnfrastructure
to State Medicaid extension grants initiatives incentives  and budget

Source: Congressional Budget Office Summary of Estimated Cost of the Conference Agreement for H.R. , The American Recovery and Reinvestment Act of 2009; figures are rounded 4
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MCKESSON

HITECH Act Specifics

|l ncenti ves require both cert.i

AThe eligible [provider] demoil
such period the [provider] is using
certified EHR technology 1 n a
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o Certification o iMeani ngf ul Useo

b Qualified EHR b Electronic Prescriptions

b Meets specifications b Interoperability

b HIT Standards, NIST, etc. b Quality reporting
i
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Vision for Meaningful Use

Health IT and Transformed Health Care

o Enable significant and measurable improvements in
population health through a transformed health care delivery
system.

o Key goals*:
Improve quality, safety, & efficiency
Engage patients & their families

b

b

b Improve care coordination

b Improve population and public health; reduce disparities
b

Ensure privacy and security protections

Source: HIT Policy Committee, Meaningful Use Workgroup Presentation June 23, 2009 7
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HITECH Act Impact

Incentives and penalties expected to drive adoption of EHRS

T ”
(@rospial @ Physican) | ° Incentives begin in 2011
o . o Penalties begin in 2015
Incentives N
(~$36B) : - |
Physician Adoption
60%
o 70% of physicians by 2014
o 90% of physicians by 2019
0% Penalties : |
(~$17B) :
20%
2009 2010 2011 2012 2013 2014
N y
I

~ Source: Congressional Budget Office; Thomas Weisel Partners; Raymond James; MTS analysis 8
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The Road Toward n Me=and

Estimated timeline for key events to finalize regulations

June 16,2009
Preliminary draft

on fAMeani ngf ul Dagember30, 2009
from HIT Policy Initial rule publication on

Meaningful Use (NPRM)

February 17,2009 July 21, 2009 December 30, 2009 October 1, 2010

President Obama Preliminary approach HHS publication of interim Medicare / Medicaid

signs ARRA to Certification from final on Certification criteria incentive program for
HIT Standards (IFR) hospitals begins

) DD DODDD DD DD DD D)D) )

March 2, 2010
Initial rule January 1, 2011
May 8, 2009 publication on Medicare / Medicaid
HIT Stf_andards Establishment incentive program for
Comr_mttee of Certification physicians begins
appointed Programs
(NPRM)
HIT Policy Formal recomme.ndation July 13, 2010
Committee E)s?;lrgrr?rll—lll\{ll'elggllir(]:gfm Final Rule on Meaningful Use
appointed g June 18, 2010

) Scale = 1 month Final Rule Temporary Certification
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Empowering Healthcare

Final Rule Issued TODAY

DEPARTMENT OF HEALTH AND HUMAN SERVICES
Centers for Medicare & Medicaid Services
42 CFR Parts 412, 413, 422, and 495
CMS-0033-F
RIN 0938-AP78
Medicare and Medicaid Programs; Electronic Health Record Incentive Program
AGENCY: Centers for Medicare & Medicaid Services (CMS). HHS.
ACTION: Final rule.
SUMMARY: This final rule implements the provisions of the American Recovery and
Remnwestment Act of 2009 (ARFA) (Pub. L. 111-5) that provide incentive payments to eligible
professionals (EPs), eligible hospitals and critical access hospitals (CAHs) participating in
Medicare and Medicaid programs that adopt and successfully demonstrate meaningful use of
certified electronic health record (EHR) technology. This final mle specifies—the initial criteria
EPs, eligible hospitals, and CAHs must meet in order to qualify for an incentive payment:
calculation of the incentive pavment amounts; payment adjustments under Medicare for covered
professional services and inpatient hospital services provided by EPs. eligible hospitals and
CAHs failing to demonstrate meaningful use of certified EHR techmology; and other program
participation requirements. Also, the Office of the National Coordinator for Health Information
Technology (ONC) will be issuing a closely related final rule that specifies the Secretary’s

adoption of an inifial set of standards, implementation. specifications, and cerfification criteria

for electronic health records. ONC has also 1ssued a separate final rule on the establishment of

cerfification programs for health information technology.
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Eligible Provider Program

Providers must choose a program

o]

General
b Must be office-based physicians
b Eligible professional must prove meaningful use of a certified EHR
b Physicians with an existing EHR are eligible assuming it is certified and they can prove meaningful use

o Medicare Incentive
b Pays 75% of the all Part B claims submitted up to an annual maximum
b Potential incentives up to $44,000 over a 5-year period beginning 2011
b Administered through CMS

o Medicaid Incentive
b Pays 85% of the fiNet Average All owable Costo up to an
b Requires 30% Medicaid patient volume or 20% for pediatricians
b Administered through the State

o No Double Dipping
b Providers may receive incentive payments from only one program, even if they qualify for both

o Election ChangeV
b Permitted to change election once during the life of the EHR incentive programs prior to 2014

b EP would continue in the next program at whichever payment year he or she would have attained had the EP not
chosen to switch

b Payout can not exceed $63,750

12
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Eligible Provider Program

Medicare Provision

o Eligible Professional is a physician as defined in the
Social Security Act section 1861

b a doctor of medicine or osteopathy

b a doctor of dental surgery or of dental medicine
b a doctor of podiatric medicine

b a doctor of optometry

b a chiropractor

13
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Eligible Provider Program

Medicaid Provision

o The Medicaid HIT Incentive program expands the
definition of nelil gl bl e
b certified nurse mid-wife
b nurse practitioner

b physician assistant practicing in an FQHC or RHC that is
so led by a physician assistant"

14
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Eligible Provider Program

Hospital-based Provider

o Hospital-based EPs are not eligible like anesthesiologists,
pathologists and emergency care physicians

c Defined as: Provide nsubstan
hospital based practitioners furnishing at least 90% of
services in an inpatient or emergency department setting

o Physicians who treat patients in hospital-owned outpatient
clinics are eligible for incentive payments under the HITECH

Act

15
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Eligible Provider Program

Medicare incentive program uses a part B claims method

o]

Pays 75% of #fnallowed chargeso based on cl ai ms
submitted to Medicare up to max

b fallowed chargeso the lesser of the acMedicarenncaentive Potential
Medicare physician fee schedule amountV

$30 ($ Thousands)
$3,000 bonus to qualify by 2012
Up to $44k per physician over 5 years $25 $24
10% bonus if 50%+ of Medicare covered Up to $44k
professional services furnished in a geographic $20 ..
Health Physician Shortage Area (HPSA) perp hyS IClan
$16
Must qualify by 2012 to receive max $3
b Reduced incentives for 20137 2015 $15 [
. 10.7
No payments to providers after 2016 $10
$10 [
Penalties begin in 2015
b 20157 1% cutin Medicare payment $5.3
b 20167 2% cut $5 T 2.7
b 2017 and beyond i 3% to 5% cut '
pending overall market adoption rate I
so LN B

Medicare Advantage (MA) providers qualify for the
Medicare incentives using MA claims instead of Yearl  Year2  Year3  Year4 = Years
part B claims
@ Potential Payout @ Bonus @ Part B Cl a

16



Eligible Provider Program

Medicare Reimbursement Schedule

MCKESSON

Empowering Healthcare
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!
Adoption Year
E o Now
§ § 2011 2012 2013 2014
2011 $18k
2012 $12k $18k
2013 $8k $12k $15k
2014 $4k $8k $12k $12k
2015 $2k $4k $8k $8k
2016 $2k $4k $4k
Total $44K $44K $39K $24K
SO0T | $484K  $484K  $420K  $26.4K

Part B Maximum
Annual Payment
Charges
$24,000 $18,000
$16,000 $12,000
$10,667 $8,00(
$5,334 $4,00(
$2,667 $2,00(

Source: MTS Primary Research Survey
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