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This document presents basic information on the bonus 
payments available for Health Professional Shortage Areas 
(HPSAs) and Physician Scarcity Areas (PSAs). These are 
designations by the federal government indicating a lack 
of health professionals to care for the area's population. It 
provides those in the health care sector (physicians, health 
care providers, hospital administrators, state agencies, and 
offices and staff) a better understanding of the services, 
individuals, and geographic areas that are eligible for these 
incentive payments. This information can be used to ensure 
that maximum bonus payments are received or to assist orga
nizations, hospitals, and individuals in planning the expansion 
of medical services. 

The questions to be addressed in this fact sheet in
clude: 

• What are HPSAs/PSAs, and who is eligible to receive the 
bonuses? 

• Where are these areas in Oklahoma? 
• How does an area or facility become eligible? 
• What services are eligible for these bonus payments? 
• What if I am not getting my payment? 

What are HPSAs/PSAs, and who is 

Eligible to Receive the Bonuses? 
Two distinct types of quarterly incentive bonuses are cur

rently available to eligible health care providers in certain areas 
throughout Oklahoma for specific Medicare services rendered 
in those areas. Known as Health Professional Shortage Area 
(HPSA) and Physician Scarcity Area (PSA) bonus payments, 
these two incentive programs were created by Congress out of 
concern that low Medicare payment rates could cause access 
problems for Medicare beneficiaries. They provide 1 0 percent 
and 5 percent bonuses, respectively, as a way to recruit and 
retain both primary care and specialist physicians who provide 
services to Medicare beneficiaries in certain qualified areas. 

Oklahoma Cooperative Extension Fact Sheets 
are also available on our website at: 

http:/losufacts.okstate.edu 

The bonuses also encourage providers to see patients whose 
primary form of insurance is Medicare. Table 1 reflects the 
list of health care professionals eligible to receive the HPSA 
shortage designation bonus, while Table 2 provides a list of 
primary and specialty care physicians eligible for the PSA 
bonus (along with physicians for whom the PSA bonus is not 
available). 

Table 1. Health care Professionals Eligible for HPSA 
Bonus Payment.* 

Primary Medical Care Mental Health Care 

Physicians (Includes D.O. Psychiatrists 
and M.D.) 

General and Family Practice Doctorate level clinical 
psychologists 

Obstetrics I Gynecology Board certified clinical social 

Internal Medicine 
Pediatrics 

workers 

'While the physicians Nsted in Table 1 are the dcminant recipients of HPSA payments, 
other health care professions may be eligible according to the letter of the law and state 
licensure requirements. These include licensed Chiropractors, Optometrists, Podiat~sts, 
and Dentists. Interested parties should check with fhelr CMS provider. 

Sources: Social Secur1ty Act, lltie 18, sectiOn 1661 (r), Bureau of Heahh Professions. 

Table 2. Physicians Eligible for PSA Bonus Payment 
(Includes D.O. and M.D.). 

Primary Care 
Physicians 

Specialty 
Care Physicians 

General Practice All physicians other 
Family Practice than those listed for 
Internal Medicine primary care 
Obstetrics I Gynecology 

Not Eligible 

Chiropractic 
Optometry 
Podiatry 
Dentistry 

Source: Medicare Prescrtption Drug, Improvement and Modernization Act of 2003, Sec
tion 413a. 

A brief overview of the designations is depicted in Table 3. 
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Oklahoma Shortage Designation Maps 
2006 & 2007 Primary Care HPSA • CMS Listing 
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As Table 3 shows, HPSAs can be classified as geographic 
(county or ZIP code), demographic (such as a low income 
populations), or institution-based (such as a community health 
center, federally qualified health center, or other public facility). 
However, only primary care and mental health professionals 
serving in geographic Health Professional Shortage Areas 
are eligible for a 1 0 percent incentive bonus. Designation 
of dental care HPSAs or demographic and institution-based 
HPSAs are important for other reasons (such as meeting the 
requirements for federal funding of community health centers), 
but these HPSAs are not eligible for bonus payments. 

Where are these areas in Oklahoma? 
Based upon the above definition, health care professionals 

performing Medicare eligible services in geographic HPSA's 
should be receiving 1 0 percent bonus on a quarterly basis 
from their Insurance Carrier. Each October, the Center for 

Oklahoma Shortage Designation Maps 
Carrier Defined HPSA Bonus Areas (9/2006) 

Figure 2. 

Oklahoma Shortage Designation Maps 
Comparison of All Three Defined HPSA's 
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Medicare and Medicaid Services (CMS) updates their listing 
of eligible ZIP codes (See Figure 1) and posts to their website 
(http://www.cms.hhs.gov/hpsapsaphysicianbonusesl) as well 
as provides the list to each state's Insurance Carrier where 
they have further identified eligible areas for the bonus (See 
Figure 2). In Oklahoma, the carrier contracted to CMS is Pin
nacle Business Solutions. Pinnacle's list of areas eligible for 
the HPSA bonus can be found at http://www.oknmmedicare. 
com/provider/hpsa/default.htm 

Since HPSA designation areas change throughout the 
year, the Bureau of Health Professions (BHPr) has created 
an interactive query site for the public to have access to more 
current information (See Figure 3). (The HPSA designation 
process that is conducted is collaboration between the BHPr 
and each state's Primary Care Office/ Association is described 
below.) As demonstrated in Figures 1 through 4, significant 
discrepancies exist in the areas that each of these entities 
identify as eligible for the 10 percent HPSA bonus. The map 
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Table 3. Overview of HPSA IPSA Designations. 

Program 

Types of Providers: 

Health Professional 
Shortage Area (HPSA) 

(Size of Incentive Bonus) 
Geographic-based 

Primary Care (10%) 
Mental Heanh (10%) 
Dental Care (0%) 

Demographic-based 
No incentive bonus 

Institution-based 
No incentive bonus 

in Figure 4 demonstrates the disparity in HPSA designated 
areas and also notes the locations of Critical Access Hospitals 
throughout the state. 

As indicated in Table 1, the HPSAprogram addresses the 
workforce shortage for mental health services in addition to 
those for primary care. Figure 5 shows the areas that CMS 
has designated as mental health HPSA's. 

As for the other shortage designation, Physician Scarcity 
Areas (PSA's), there are two distinct types: 1) primary care 
physicians and 2) all others, which are commonly referred 
to as specialist physicians. Their areas of eligibility are dif
ferent and generally cover a larger area than HPSAs. (See 
Figures 6 and 7). CMS maintains a list of both ZIP codes and 
counties that are eligible for PSA incentive payments. This 
list can be found at http://www.cms.hhs.gov/hpsapsaphysi
cianbonuses/ 

If a health care provider performs an eligible service in 
an area designated as both a HPSA and a PSA, both types 
of bonus payments should be awarded for a total of 15 per
cent bonus. Figure 8 depicts the areas in Oklahoma where 
the HPSA and PSA overlap, and can be used to determine 
the maximum bonus payment possible for any geographic 
region. (Note that Figure 8 deals with primary care physicians 
only.) 

Oklahoma Shortage Designation Maps 
Mental Health HPSA 
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Figure 5. Mental Health HPSAs in Oklahoma. 
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Physician Scarcity Area (PSA) 

Geographic-based 
Primary Care (5%) 
Specialty Care (5%) 

Oklahoma Physician Scarcity Areas 
Primary Care 
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Figure 6. Primary Care PSAs in Oklahoma. 
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Figure 7. Specialty Care Physician Scarcity Areas in 
Oklahoma. 
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Oklahoma Shortage Designation Maps 
PSA, HPSA and Combined Designations (2007) 
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Figure 8. Primary Care PSAs and HPSAs in Oklahoma. 

How does an area or facility become 
eligible? 

The designation of HPSA eligible areas is a dynamic 
process managed by the CMS in cooperation with individual 
state Primary Care Offices. The factors affecting the des
ignation of a geographic-based HPSA include the ratio of 
the population to full-time equivalent (FTE) physicians (at 
least 3,500 to 1 FTE for primary care, and 30,000 to 1 FTE 
for mental health care), whether or not the area is "rational" 
for the delivery of medical care services, and whether the 
medical care professionals are overutilized or inaccessible to 
the area under consideration. The primary care ratio can be 
lowered to 3,000 to 1 FTE if the area can show "high need" as 
defined by the Health Resources and Services Administration 
-typically areas of high poverty, or with a high percentage of 
elderly residents. 

Information on how to apply for HPSA designation can be 
found at the Health Resources and Services Administration 
(HRSA) website, http://bhpr.hrsa.gov/shortage/hpsapply.htm. 
Parties interested in obtaining HPSAdesignation in Oklahoma 
can contact Mike Brown, Director of Office of Primary Care 
(405-271-8428 or mikebr@health.state.ok.us) at the State 
Department of Health, who oversees these designations. 
In general, once the State Department of Health has been 
contacted about the eligibility of an area, they will review the 
current information in terms of HPSA requirements. If the 
state department of health determines that an area is in fact 
eligible, the information is passed up to the federal level, 
where it undergoes an additional two tiers of investigation. 
The federal office then provides a final recommendation, and 
updated designations are published on the HRSA website (or 
in the Federal Register). Once this process is completed, the 
Office of Primary Care contacts the interested parties on the 
decision. This process can take anywhere between a few 
weeks to several months to complete. 

The PSAdesignations were established by the Medicare 
Modernization Act (MMA) of 2003, and are not part of the 
state designation process. The PSA bonus period started 
Jan 1, 2005 and ends December 31, 2007. In this legisla
tion, Medicare was required to rank each county by its ratio 

of physicians to beneficiaries, and then designate the lowest 
ranking counties as shortage areas until20 percent of the total 
Medicare population was reached.Additional PSAs were identi
fied based on low ratios of active physicians to beneficiaries 
in rural census tracts of metropolitan census areas, leading 
to some ZIP code level designations. As indicated in Figures 
6 and 7, there are separate geographic areas of eligibility for 
primary care and specialty care physicians. 

What Services are Eligible for these 
Bonus Payments? 

The determining factor for eligibility of an incentive pay
ment is the location where the service was actually rendered . 
Payments are made if the service itself is provided in an 
HPSA or a PSA - the residency of the recipient or health 
care provider is not necessarily taken into account. Thus, 
services obtained in a physician's office, the patient's home, 
or in a hospital all qualify for incentive payments as long as 
the service took place within a designated HPSA or PSA. 
These services must be rendered by a physician as defined 
by the Social Security Act, meaning that services provided 
by a physician assistant or nurse practitioner are not eligible 
for the bonus payment. 

Quarterly incentive payments are made to providers 
through the CMS contracted carriers. Payments are made 
automatically if the service takes place in a ZIP code that fully 
falls within a county designated as a HPSA or PSA. However, 
because ZIP codes do not follow county boundaries, portions of 
some ZIP codes may cross over into non-eligible counties and 
require submission of a modifier ("AQ modifiers" for HPSAs, 
"AR modifiers" for PSAs) to obtain the bonus payments. In 
particular, if there is a discrepancy between the CMS and the 
carrier ZIP code list for HPSA eligible areas, an AQ modifier is 
likely required. Similarly, discrepancies between county and 
ZIP code level PSA eligibility may require the submission of 
an AR modifier. 

Payments are made only for services rendered, any tech
nical components do not qualify. Thus, if a bill contains both 
technical and service components, only the service component 
is eligible for the incentive payment. Furthermore, payments 
are based on the amount actually paid by Medicare and not 
on the Medicare-approved payment amount. These payments 
are made every quarter, are taxable, and are reported on the 
IRS 1099 form. 

Table 4 lists the professional services eligible for HPSA 
payments as identified by the professional/technical compo
nent (PC/TC) indicator field on the Medicare Physician Fee 
Schedule Database. These indicator codes should be familiar 
to a physician's billing or office staff. 

Services performed in state hospitals, including Critical 
Access Hospitals (CAHs), are eligible for HPSA and PSA 
bonus payments under certain circumstances. CAHs typi
cally choose between two methods of payment for outpatient 
services. The CAH should consult with the person or firm that 
completes their annual cost report to determine which method 
is the most favorable to the individual hospital. One is a "rea
sonable cost method," while the second, known as method 
II, allows the CAH to submit bills for facility and professional 
services. CAHs located in HPSAs or PSAs that have elected 
method II payment are eligible for the bonus payments. 
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Table 4. PCfTC Indicators for HPSA Eligibility. 

PCfT"C HPSA 
Indicator Description Eligibility 

0 Physician Service Yes 
1 Diagnostic test for radiology globally 

billed No 
1 TC modifier I technical component No 
1 26 modifier I professional component Yes 
2 Professional component only Yes 
3 Technical component only No 
4 Global test only code No 
5 "Incident to" code No 
6 Laboratory physician interpretation 

code Yes 
7 Physical therapy service No 
8 Physician interpretation code Yes 
9 Concept of PCfTC does not apply No 

Physicians currently receiving bonus payments should 
be aware of the potential for de-designation of their local area 
for HPSA status. These de-designations must be published 
by the Health Resources and Services Administration in the 
Federal Registrar. If such de-designation does occur, CMS 
will require repayment of any bonus payments received after 
the de-designation date. 

What if I am not Getting my Payment? 
Unfortunately, as the maps in Figures 1, 2, and 3 indicate, 

discrepancies between the CMS list and carrier list sometimes 
arise, resulting in confusion about whether an area is in fact 
a HPSA. To prevent confusion, a provider should first check 
the maps to see quickly if they are in a HPSA or PSA. If there 
is some question, check the CMS website list (www.cms.hhs. 
govlhpsapsaphysicianbonuses) by either ZIP code or county 
name. If you are not getting your payment automatically, con
tact Mike Brown, Director of Office of Primary Care (405-271-
8428 or mikebr@health.state.ok.us) at the state department 
of health (for HPSA payments) or the CMS regional office in 
Dallas, Texas at 214-767-6423 (for PSA payments). 

Summary 
HPSAs and PSAs are incentive payment programs that 

provide quarterly payments to eligible health care providers 
who service Medicare beneficiaries. These payments are for 
services provided by an approved physician in areas des
ignated as HPSAs or PSAs. While it is assumed that most 
payments are made automatically, cases where discrepancies 

exist between the CMS and local carrier listing may require 
the submission of a modifier by the performing health care 
provider. Questions regarding the payment of these bonuses 
should be directed toward either the state department of 
health (for HPSA payments) or the CMS regional office (for 
PSA payments). 

Additional Resources 
For additional information regarding HPSAs and PSAs, 

please contact your Oklahoma State Cooperative Extension 
County office, or any of the following individuals: 

Name 

Brian Whitacre 

Gerald Doeksen 

Mike Brown 

Val Schott 

Affiliation and 
Website 

Department of AgEcon - OSU 
www.agecon .okstate.edu 

Department of AgEcon - OSU 
www.agecon.okstate.edu 

State Department of Health 
www.health.state.ok.us 

OSU Center for Rural Health 
www.healthsciences.okstate.edu 

Additional information on both HPSAs and PSAs is avail
able from the Center for Medicare and Medicaid Services 
(CMS). The CMS website is www.cms.hhs.gov. The following 
resources address this issue in more detail: 

Centers for Medicare and Medicaid Services (CMS). (2006). 
HPSA I PSA (Physician Bonuses) Overview. Retrieved 
November 1, 2006 from the CMS website: http://www. 
cms.hhs.govlhpsapsaphysicianbonusesl. 

Centers for Medicare and Medicaid Services (CMS). (2005). 
Publication 100-04 I Medicare Claims Processing Manual, 
Chapter 12, Section 90. Retrieved November 15, 2006 
from the CMS website: http:/lwww.cms.hhs.goviManu
alsiiOMIIist.asp 

Centers for Medicare and Medicaid Services (CMS). (2004). 
Physician Education for the Revisions to the Health Profes
sional Shortage Areas (HPSA) Bonus Payment Process 
and Implementation of the Physician Scarcity Area (PSA) 
Bonus Payments. Retrieved November 7, 2006, from 
CMS website: http://www.cms.hhs.goviMLNMattersAr
ticles/downloadsiSE0449.pdf 

Centers for Medicare and Medicaid Services (CMS). (2005). 
MMA-Implementation ofthe Physician Scarcity Area (PSA) 
Bonus and Revision to the Health Professional Short
age Area (HPSA) Payment to a Critical Access Hospital 
(CAH). Retrieved November 9, 2006, from CMS website: 
http://www.cms.hhs.goviMLNMattersArticlesldownloadsl 
MM3790.pdf 
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The Oklahoma Cooperative Extension Service 
Bringing the University to You/ 

The Cooperative Extension Service is the largest, 
most successful informal educational organization 
in the world. It is a nationwide system funded and 
guided by a partnership of federal, state, and local 
governments that delivers information to help people 
help themselves through the land-grant university 
system. 

Extension carries out programs in the broad catego
ries of agriculture, natural resources and environment; 
family and consumer sciences; 4-H and other youth; 
and community resource development. Extension 
staff members live and work among the people they 
serve to help stimulate and educate Americans to 
plan ahead and cope with their problems. 

Some characteristics of the Cooperative Extension 
system are: 

• The federal, state, and local governments 
cooperatively share in its financial support and 
program direction. 

• It is administered by the land-grant university as 
designated by the state legislature through an 
Extension director. 

• Extension programs are nonpolitical, objective, 
and research-based information. 

• It provides practical, problem-oriented education 
for people of all ages. It is designated to take 
the knowledge of the university to those persons 
who do not or cannot participate in the formal 
classroom instruction of the university. 

• It utilizes research from university, government, 
and other sources to help people make their own 
decisions. 

• More than a million volunteers help multiply the 
impact of the Extension professional staff. 

• It dispenses no funds to the public. 

• It is not a regulatory agency, but it does inform 
people of regulations and of their options in meet
ing them. 

• Local programs are developed and carried out in 
full recognition of national problems and goals. 

• The Extension staff educates people through 
personal contacts, meetings, demonstrations, 
and the mass media. 

• Extension has the built-in flexibility to adjust its 
programs and subject matter to meet new needs. 
Activities shift from year to year as citizen groups 
and Extension workers close to the problems 
advise changes. 

Oklahoma State University, In compliance with 11tle VI and VII of the CMI Rights Act of 1964, Ex9CU11ve Older 11246 as amended, 11tle IX of the EducaUon Amendments of 1972, Americans 
with Disabilities Act of 1990, and Olher federal laws and regulations, does not discriminate on the basis of rsce, color, national origin, gender, age, religion, disability, or status as a veteran In 
sny of Its policies, practices, or procedures. This includes but is nof limited to admissions, employmen1, financial aid, and educaUonal services. 

Issued In furtherance of Cooparelive Extension work, acts of May 8 and June 30, 1914, in cooperation with the U.S. Deportment of Agricunure, Robert E. Whitson, Director of Cooperative 
Extension Service, Oklahoma State University, Stillwater, Oklahoma. This publication is printed and Issued by Oklahoma State University as authorized by !he VIce President, Dean, and Director 
of the Division of Agricunural SCiences and Natural Resources and has been prepared and distributed at a cost of $2.69 per oopy. 0407 GH. 
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