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' The productivity adjustment (P) is the 10-year moving average of changes in annual economy-wide private non-farm business multi-factor

Eroductivity, as projected by the Secretary. The productivity adjustment is permanent, extending beyond the 10-year budget window of the law.
Hospital quality reporting requirements tied to the update were enacted by the Medicare Modernization Act of 2003. The American Recovery

and Reinvestment Act (ARRA) of 2009 modified the reduction when penalties for not meeting “meaningful use” of electronic health record adoption

were enacted.

% VBP is funded by a reduction in the update, growing from 1 percentage point in 2013 to 2 percentage points in 2017 and beyond. The potential

for “earn back” derives from these reductions and will be based on individual hospital performance. The VBP is budget neutral.
* If a hospitals readmission rate is higher than expected, the hospital’s update is reduced by a hospital-specific amount, not to exceed 1
Eercentage point in 2013 and not to exceed 3 percentage points in 2016 and beyond.

The ARRA requires hospitals to become “meaningful users” of electronic health records in order to avoid update reductions.







