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American Recovery and Reinvestment Act of 2009 

Selected Funding Opportunities of Interest to Critical Access Hospitals 

 

Within the ARRA of 2009 is Title XIII – Health Information Technology, Section 13001, cited 

as the “Health Information Technology for Economic and Clinical Health Act” or the 

HITECH Act.  This act includes a variety of activities to be initiated by federal agencies, states, 

local organizations and educational institutions, and health care providers and facilities, all 

focused on transforming health care information management to improve health care quality, 

safety, and efficiency.  Among the many activities, several are of immediate interest and 

importance to critical access hospitals – grants and payment incentives to support adoption of 

electronic health records and development of health information exchange capabilities and use, 

summarized below. 

 

GRANT OPPORTUNITIES  
 

The ARRA includes funding for multiple grant programs to assist health care providers 

implement health information technologies, especially electronic health records, and to 

participate in the electronic exchange of health information.  Most of the funds will be awarded 

to large-scale entities such as states, state-designated entities, and educational institutions; 

providers and consortia of providers then will seek funding from those entities.  The Illinois 

Critical Access Hospital Network is in a unique position to request funds on behalf of its 

members and their partners when proposal solicitations are announced. Key grant programs are 

described below. 

 

Immediate Funding to Strengthen the Health Information Infrastructure 

 

The Secretary of Health and Human Services will administer $2 billion for multiple programs; 

distribution methodologies for these funds are unknown at this time. 

 

 Secretary is to invest funding in the infrastructure necessary to allow for and promote 

nationwide electronic exchange and use of health information in a secure, private, and 

accurate manner, including connecting health information exchanges 

 Agencies involved include the Office of the National Coordinator for Health Information 

Technology, Health Resources and Services Administration, Agency for Healthcare 

Research and Quality, Centers for Medicare and Medicaid Services, Centers for Disease 

Control and Prevention, and Indian Health Service 

 At least $300 million must be used to support regional or sub-national health information 

exchange efforts (such as the ICAHN health information exchange) 
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Health Information Technology Extension Program  

 

The Office of the National Coordinator for Health Information Technology shall establish: 

 

 HIT Research Center to provide technical assistance and develop or recognize best 

practices that can accelerate HIT adoption and implementation 

 HIT Regional Extension Centers that will disseminate information gathered by the 

HIT Research Center 

 Description of the centers to be published in the Federal Register by mid-May 2009 

 

State Grants to Promote HIT  

 

 Purpose is to facilitate and expand the electronic movement and use of health 

information 

 States and state-designated entities may apply for funds for planning and/or 

implementation activities 

 Requires non-federal source of matching funds 

 

Loan Programs to Facilitate Widespread Adoption of Certified EHR Technology  

 

 Grants awarded to states and Indian tribes to create a loan fund to assist providers in 

the purchase and implementation of EHR technology 

 Interest rates not to exceed “market rate” with 10 year terms 

 Requires non-federal source of matching funds 

 Program to begin in January 2010 

 

Demonstration Program to Integrate Information Technology into Clinical Education 

 

 Grants to educational institutions to develop academic curricula to integrate EHR 

technology into health professional clinical education 

 Eligible applicants include schools of medicine (osteopathic and allopathic), 

dentistry, pharmacy, graduate programs in behavioral or mental health, nursing and 

physician assistants, and graduate medical education programs 

 Grants limited to 50 percent of project costs 

 

Information Technology Professionals in Health Care  

 

 National Science Foundation shall assist institutions of higher education establish or 

expand medical health informatics education programs 
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Additional grant programs administered by other agencies: 

 

Clinical Comparative Effectiveness Research  

 

 $1.1 billion to support research to evaluate development and use of clinical registries, 

clinical data networks, and other forms of electronic health data that can generate or 

obtain outcomes data 

 Of the total, $300 million shall be awarded to the Agency for Healthcare Research and 

Quality, $400 million awarded to the National Institutes for Health, and $400 million will 

be awarded at the discretion of the Secretary of Health and Human Services 

 

Distance Learning, Telemedicine, and Broadband Program  

 

 This long-established Department of Agriculture, Rural Utilities Services program will 

receive $2.5 billion from the ARRA, a significantly larger appropriation than ever 

provided  previously 

 

Broadband Technologies Opportunities Program  

 

 Another long-established program administered by the National Telecommunications and 

Information Administration will receive a $4.7 billion infusion 

 

 

MMEEDDIICCAARREE  IINNCCEENNTTIIVVEESS  FFOORR  MMEEAANNIINNGGFFUULL  UUSSEE  OOFF  EEHHRR  

TTEECCHHNNOOLLOOGGYY  BBYY  PPHHYYSSIICCIIAANNSS      

  
 

Medicare incentives are available for physicians who become meaningful users of electronic 

health records with higher incentive amounts for earliest initiation (2011) and payment 

reductions for non-use beginning in 2015. 

  

1. Meaningful use requires that providers use EHR technology that meets a minimum set of 

standards: 

 

 Certified EHR technology; not specified yet but most likely CCHIT-certified 

 Capacity to provide patient demographics and clinical health information, medical history 

and problem lists; capacity for clinical decision support, and CPOE; ability to capture and 

query information relevant to healthcare quality; and to exchange health information 

with, and integrate such information from other sources 

 Prescribe electronically 

 Connect to a health information exchange 

 Submit clinical quality measures in the reporting format selected by Secretary of HHS 

 

2. Incentive payments begin in 2011, if provider can demonstrate meaningful use of EHR. 
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3. Payment reductions begin in 2015 if provider has not initiated meaningful use of EHR. 

 

4. Physicians who are hospital based and are expected to use the hospital’s inpatient EHR 

system are not eligible for incentives.  Examples of such physicians include emergency medicine 

physicians working in the ER, pathologists, and anesthesiologists. 

 

5. Physicians who initiate meaningful use of EHRs in 2011 and 2012 will receive the largest 

amount of incentive payments. Payment penalties will begin in 2015 for physicians who have not 

initiated EHR use, as illustrated in the table below. 

 

 

Medicare Incentive Amounts for Physicians 

By Year of Initiation of Meaningful Use of EHR Technology 
 

Payment Years 2011 Initiation 2012 Initiation 2013 Initiation 2014 Initiation 2015 Initiation  

2011 $18,000 -0- -0- -0- -0- 

2012 $12,000 $18,000 -0- -0- -0- 

2013 $8,000 $12,000 $15,000 -0- -0- 

2014 $4,000 $8,000 $12,000 $12,000 -0- 

2015 $2,000 $4,000 $8,000 $8,000 -0- 

2016 -0- $2,000 $4,000 $4,000 -0- 

2017 -0- -0- -0- -0- -0- 

TOTAL $44,000 $44,000 $39,000 $24,000 -0- 

 

 

6. Bonus payments of 10 percent are added for physicians who practice in health 

professional shortage areas. 

 

7. Secretary of HHS will determine how to allocate incentives if physician provides services 

in multiple practices. 

 

8. Physicians cannot receive incentive payments from both Medicare and Medicaid; must 

choose. 

 

9. Payment penalties begin in 2015 if a physician has not initiated meaningful use of an 

EHR as described in the table below. 

 

 

Medicare Incentive Payment Reductions 

if EHR Not Initiated 

Year Percent Reduction 

2015 1 % 

2016 2 % 

2017 3 % 
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10. If EHR adoption proportion is not at a level of 75 % by 2018 and succeeding years, the 

Secretary of HHS may further increase penalties to a maximum of 5 % reductions.  

 

 

MMEEDDIICCAARREE  IINNCCEENNTTIIVVEESS  FFOORR  MMEEAANNIINNGGFFUULL  UUSSEE  OOFF  EEHHRR  

TTEECCHHNNOOLLOOGGYY  BBYY  CCRRIITTIICCAALL  AACCCCEESSSS  HHOOSSPPIITTAALLSS  
  

  
MMeeddiiccaarree  iinncceennttiivveess  aarree  aavvaaiillaabbllee  ttoo  ccrriittiiccaall  aacccceessss  hhoossppiittaallss  tthhaatt  aarree  mmeeaanniinnggffuull  uusseerrss  ooff  EEHHRRss  

ffoorr  iinnppaattiieenntt  sseerrvviicceess  pprroovviiddeedd  iinn  22001111  tthhrroouugghh  22001144..    AA  ccoommpplleexx  ffoorrmmuullaa  iiss  uusseedd  ttoo  ddeetteerrmmiinnee  

tthhee  iinncceennttiivvee  aammoouunnttss..    

  

11..  MMeeaanniinnggffuull  uusseerr  hhaass  nneeaarrllyy  tthhee  ssaammee  rreeqquuiirreemmeennttss  aass  pprreevviioouussllyy  lliisstteedd  ffoorr  pphhyyssiicciiaannss::  

 Certified EHR technology; not specified yet but most likely CCHIT-certified 

 Capable of providing patient demographics and clinical health information, medical 

history and problem lists; capacity for clinical decision support, CPOE; ability to capture 

and query information relevant to healthcare quality; and to exchange health information 

with, and integrate such information from other sources 

 Connected to a health information exchange 

 Submit clinical quality measures in the reporting format selected by Secretary of HHS 

 No e-prescribing requirement for hospitals 

 

2. Three factors are used to determine the hospital incentives and include: 

 Initial amount that includes base amount of $2 million and a discharge-related adjustment 

 Medicare share 

 Annual transition factor 

 

The initial amount multiplied by the Medicare share multiplied by the annual transition 

factor determines the incentive amount. 

 

3. Initial amount is the sum of: 

 Base amount of $2 million + $200 for each discharge between 1,150
th

 and 23,000
th

  

 

4. Medicare share is a fraction derived from: 

 

 Numerator: Sum of the estimated number of inpatient-bed-days for Part A eligible 

patients and Part C Medicare Advantage-enrolled individuals (as  

established by the Secretary of HHS) 

 

 Denominator: Quotient of estimated total inpatient-bed-days, not including charges 

attributable to charity care, divided by estimated total amount of charges 

 

 Critical access hospitals add 20 percentage points to the derived Medicare share, not to  

 exceed 100 %. 
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5. Transition factor is applied to each of the maximum of four payment years that hospitals 

can receive incentive payments in amounts shown in the table below.  Hospitals that initiate 

meaningful use in 2014 use the same transition factor in 2014 as allowed for hospitals that 

initiated in 2013.  There is no transition factor for hospitals that initiate meaningful use in 2016 

and beyond.  

 

 

Transition Factor by EHR Initiation Year and Payment Year  

Payment 

Years 

2011 

Initiation 

2012 

Initiation 

2013 

Initiation 

2014 

Initiation 

2015 

Initiation 

2016 

Initiation 

2011 1.00      

2012 0.75 1.00     

2013 0.50 0.75 1.00    

2014 0.25 0.50 0.75 0.75   

2015 -0- 0.25 0.50 0.50 0.50  

2016 -0- -0- 0.25 0.25 0.25 -0- 

2017 -0- -0- -0- -0- -0- -0- 

 

  

66..  IInncceennttiivvee  ddeetteerrmmiinnaattiioonnss  ssppeecciiffiicc  ttoo  ccrriittiiccaall  aacccceessss  hhoossppiittaallss  ddeessccrriibbeedd  iinn  tthhee  aacctt  iinncclluuddee::  

  

““TThhee  SSeeccrreettaarryy  sshhaallll  ccoommppuuttee  rreeaassoonnaabbllee  ccoossttss  bbyy  eexxppeennssiinngg  ssuucchh  ccoossttss  iinn  aa  ssiinnggllee  

ppaayymmeenntt  yyeeaarr  aanndd  nnoott  ddeepprreecciiaattiinngg  ssuucchh  ccoossttss  oovveerr  aa  ppeerriioodd  ooff  yyeeaarrss  ((aanndd  sshhaallll  iinncclluuddee  aass  

ccoossttss  wwiitthh  rreessppeecctt  ttoo  ccoosstt  rreeppoorrttiinngg  ppeerriiooddss  bbeeggiinnnniinngg  dduurriinngg  aa  ppaayymmeenntt  yyeeaarr  ccoossttss  ffrroomm  

pprreevviioouuss  ccoosstt  rreeppoorrttiinngg  ppeerriiooddss  ttoo  tthhee  eexxtteenntt  tthheeyy  hhaavvee  nnoott  bbeeeenn  ffuullllyy  ddeepprreecciiaatteedd  aass  ooff  

tthhee  ppeerriioodd  iinnvvoollvveedd..))’’’’  

  

““TThhee  ppaayymmeenntt  ……sshhaallll  bbee  ppaaiidd  tthhrroouugghh  aa  pprroommpptt  iinntteerriimm  ppaayymmeenntt  ((ssuubbjjeecctt  ttoo  

rreeccoonncciilliiaattiioonn))  aafftteerr  ssuubbmmiissssiioonn  aanndd  rreevviieeww  ooff  ssuucchh  iinnffoorrmmaattiioonn  ((aass  ssppeecciiffiieedd  bbyy  tthhee  

SSeeccrreettaarryy))  nneecceessssaarryy  ttoo  mmaakkee  ssuucchh  ppaayymmeenntt..’’’’  

  

77..  HHoossppiittaallss  tthhaatt  hhaavvee  nnoott  iinniittiiaatteedd  mmeeaanniinnggffuull  uussee    bbyy  ffiissccaall  yyeeaarr  22001155  sshhaallll  bbee  ssuubbjjeecctt  ttoo  

ppaayymmeenntt  rreedduuccttiioonnss..    CCrriittiiccaall  aacccceessss  hhoossppiittaallss  wwiillll  sseeee  ppaayymmeennttss  rreedduucceedd  ttoo  110000..6666  ppeerrcceenntt  ooff  

ccoossttss  iinn  ffiissccaall  yyeeaarr  22001155;;  ttoo  110000..3333  ppeerrcceenntt  iinn  ffiissccaall  yyeeaarr  22001166;;  aanndd  ttoo  110000  ppeerrcceenntt  iinn  ffiissccaall  yyeeaarr  

22001177  ffoorrwwaarrdd..  

  

  

MMEEDDIICCAAIIDD  IINNCCEENNTTIIVVEESS  FFOORR  MMEEAANNIINNGGFFUULL  UUSSEE  OOFF  EEHHRR  

TTEECCHHNNOOLLOOGGYY  BBYY  EELLIIGGIIBBLLEE  PPRROOVVIIDDEERRSS,,  IINNCCLLUUDDIINNGG  CCRRIITTIICCAALL  

AACCCCEESSSS  HHOOSSPPIITTAALLSS    
  

  

11..  PPrroovviiddeerrss  aanndd  hhoossppiittaallss  mmuusstt  cchhoooossee  ttoo  ppaarrttiicciippaattee  iinn  eeiitthheerr  tthhee  MMeeddiiccaaiidd  oorr  tthhee  MMeeddiiccaarree  

iinncceennttiivvee  pprrooggrraamm;;  ccaannnnoott  rreecceeiivvee  iinncceennttiivveess  ffrroomm  bbootthh..  

  

22..  SSttaarrtt  ddaattee  ffoorr  tthhee  MMeeddiiccaaiidd  pprrooggrraamm  nnoott  ssppeecciiffiieedd  iinn  tthhee  aacctt,,  pprreessuummeedd  ttoo  bbee  22001111..  
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33..  MMeeddiiccaaiidd  wwiillll  nnoott  rreedduuccee  ppaayymmeennttss  ttoo  pprroovviiddeerrss  wwhhoo  eelleecctt  nnoott  ttoo  iimmpplleemmeenntt  EEHHRR  

tteecchhnnoollooggyy..  

  

44..  SSttaatteess  aarree  aauutthhoorriizzeedd  ttoo  mmaakkee  ppaayymmeennttss  ttoottaalliinngg  nnoo  mmoorree  tthhaann  8855%%  ooff  nneett  aavveerraaggee  

aalllloowwaabbllee  EEHHRR  ccoossttss  ((uunncclleeaarr  hhooww  ddeetteerrmmiinneedd))  iinncclluuddiinngg  ssooffttwwaarree  aanndd  ssuuppppoorrtt  sseerrvviicceess  ssuucchh  aass  

ooppeerraattiioonnss,,  mmaaiinntteennaannccee,,  aanndd  ttrraaiinniinngg  eexxppeennsseess..  

  

55..  EElliiggiibbllee  MMeeddiiccaaiidd  pprroovviiddeerrss  iinncclluuddee  tthhee  ffoolllloowwiinngg::  

  PPhhyyssiicciiaannss,,  ddeennttiissttss,,  cceerrttiiffiieedd  nnuurrssee  mmiiddwwiivveess,,  nnuurrssee  pprraaccttiittiioonneerrss,,  aanndd  pphhyyssiicciiaann  

aassssiissttaannttss  tthhaatt  pprraaccttiiccee  iinn  rruurraall  hheeaalltthh  cclliinniiccss  oorr  pphhyyssiicciiaann  aassssiissttaanntt--lleedd  ffeeddeerraallllyy  qquuaalliiffiieedd  

hheeaalltthh  cceenntteerrss  aanndd  aatt  lleeaasstt  3300%%  ooff  tthheeiirr  ppaattiieennttss  aarree  MMeeddiiccaaiidd--rreeiimmbbuurrsseedd,,  aarree  pprroovviiddeedd  

uunnccoommppeennssaatteedd  ccaarree,,  oorr  aarree  cchhaarrggeedd  oonn  aa  sslliiddiinngg  ssccaallee  aaccccoorrddiinngg  ttoo  aabbiilliittyy  ttoo  ppaayy  

  NNoonn--hhoossppiittaall--bbaasseedd  pprroovviiddeerrss  wwiitthh  aatt  lleeaasstt  3300%%  ooff  tthheeiirr  ppaattiieennttss  MMeeddiiccaaiidd--rreeiimmbbuurrsseedd  

  NNoonn--hhoossppiittaall--bbaasseedd  ppeeddiiaattrriicciiaannss  wwiitthh  aatt  lleeaasstt  2200%%  ooff  tthheeiirr  ppaattiieennttss  MMeeddiiccaaiidd--rreeiimmbbuurrsseedd  

  CChhiillddrreenn’’ss  hhoossppiittaallss  ((nnoo  ootthheerr  rreeqquuiirreemmeenntt))  

  AAccuuttee  ccaarree  hhoossppiittaallss  wwiitthh  aatt  lleeaasstt  1100%%  MMeeddiiccaaiidd--rreeiimmbbuurrsseedd  ppaattiieennttss  

  

66..  MMeeaanniinnggffuull  uussee  mmuusstt  bbee  ddeeffiinneedd  bbyy  tthhee  ssttaatteess  bbuutt  mmuusstt  bbee  ccoonnssiisstteenntt  wwiitthh  tthhee  MMeeddiiccaarree  

ddeeffiinniittiioonn,,  aanndd  eelliiggiibbllee  pprroovviiddeerrss  mmuusstt  ddeemmoonnssttrraattee  ssaammee  bbyy  tthhee  sseeccoonndd  aanndd  ssuubbsseeqquueenntt  yyeeaarrss  ooff  

tthhee  iinncceennttiivveess..    

 

7. Incentive payments for eligible health care providers shall be as follows: 

  NNoott  eexxcceeeedd  $$2255,,000000  iinn  tthhee  ffiirrsstt  yyeeaarr  aanndd  $$1100,,000000  iinn  eeaacchh  ssuubbsseeqquueenntt  yyeeaarr  ((oorr  lleessss  iiff  

SSeeccrreettaarryy  ooff  HHHHSS  ddeetteerrmmiinneess  aavveerraaggee  ccoossttss  ddiiccttaattee  aa  rreedduuccttiioonn))  

  PPaayymmeennttss  ccaann  bbee  mmaaddee  ffoorr  aa  mmaaxxiimmuumm  ooff  ffiivvee  yyeeaarrss,,  eenndd  aafftteerr  22002211,,  aanndd  mmaayy  nnoott  eexxcceeeedd  

$$6655,,000000  

  EElliiggiibbllee  ppeeddiiaattrriicciiaannss  rreecceeiivvee  oonnllyy  ttwwoo--tthhiirrddss  ooff  tthhee  ppaayymmeennttss  ddeessccrriibbeedd  

  

88..  IInncceennttiivvee  ppaayymmeennttss  ffoorr  hhoossppiittaallss::  

  FFaacciilliittyy  mmuusstt  iimmpplleemmeenntt  EEHHRRss  aanndd  bbee  eelliiggiibbllee  ffoorr  iinncceennttiivvee  ppaayymmeennttss  bbyy  aatt  lleeaasstt  22001166  

  PPaayymmeennttss  aarree  lliimmiitteedd  ttoo  ssiixx  yyeeaarrss    

  MMeeddiiccaaiidd  iinncceennttiivvee  aammoouunnttss  aarree  tthhee  pprroodduucctt  ooff  tthhee  ““oovveerraallll  hhoossppiittaall  EEHHRR  aammoouunntt””  aanndd  

tthhee  MMeeddiiccaaiidd  sshhaarree  

ii))    tthhee  oovveerraallll  hhoossppiittaall  EEHHRR  aammoouunntt  iiss  tthhee  ssuumm  ooff  tthhee  ccaallccuullaatteedd  MMeeddiiccaarree  aammoouunnttss  ffoorr  tthhee  

ffiirrsstt  ffoouurr  yyeeaarrss,,  ddeetteerrmmiinneedd  aass  iiff  tthhee  MMeeddiiccaarree  sshhaarree  wweerree  11  

iiii))    tthhee  MMeeddiiccaaiidd  sshhaarree  iiss  ddeetteerrmmiinneedd  bbyy  uussiinngg  tthhee  mmeetthhooddoollooggyy  ddeessccrriibbeedd  ttoo  ddeetteerrmmiinnee  

tthhee  MMeeddiiccaarree  sshhaarree  aanndd  ssuubbssttiittuuttiinngg  tthhee  nnuummbbeerr  ooff  iinnppaattiieenntt--bbeedd--ddaayyss  ffoorr  MMeeddiiccaaiidd--

rreeiimmbbuurrsseedd  iinnddiivviidduuaallss  

  

  

  

  

  

SSoouurrcceess::    AAmmeerriiccaann  RReeccoovveerryy  aanndd  RReeiinnvveessttmmeenntt  AAcctt  ooff  22000099;;  aanndd  HHIIMMSSSS  LLeeggiissllaattiivvee  OOvveerrvviieeww,,  

PPoolliiccyy  IImmpplliiccaattiioonnss,,  aanndd  HHeeaalltthhccaarree  RRaammiiffiiccaattiioonnss  


