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improved resilience, and lower operating costs.

= The Inflation Reduction Act provides financial incentives that can be used to mitigate greenhouse gas emissions
while also solving health care organizations’ chronic needs for capital renewal, deferred maintenance,

The Inflation Reduction Act should be used as part of an integrated energy supply strategy to optimize benefits.
Recent changesin available technologies, and the National Electrical Code, coupled with the CMS Categorical
waiver, amplify the potential benefits of the IRA opportunities.

In rodwe 100

Health care organizations are grappling with myriad chal-
lenges—including mounting labor pressures, inflation, and
a shifting payor landscape—that demand immediate at-
tention. However, as pressing as these concerns may be,
the imperative to address the climate crisis cannot be over-
looked or delayed. It is more critical than ever to adopt sus-
tainable practices and reduce the environmental impact of
health care operations. Recognizing the significance of this
dual challenge, this paper provides health care organiza-
tions with tools to foster resilience and sustainability while
curbing costs by accessing the suite of incentives provided
in the Inflation Reduction Act (IRA) (Inflation Reduction Act
of 2022, H. R. 5376). The IRA has immense potential to
empower health care institutions to make tangible strides in
mitigating their environmental footprint. This paper outlines
several key components of this legislation to demonstrate
how their implementation can enable hospitals to weather
the current economic storms and pave the way for a green-
er and more sustainable future. By identifying and harness-
ing these important tools, health care organizations can ac-
tively contribute to both the well-being of their communities
and the preservation of the planet.

Cimae Chadeica Pebic Hea a Cricc and
Hea n S ¥em: Need o Do Tneir Par and
Decarbonire

For decades, there has been consensus among the scien-
tific community that human activity is contributing to climate
change. It is clear that there is an urgent need for dramatic

house gases (UNFCCC, 2021).

The outsized greenhouse gas footprint of the global health
care system, and the U.S. health care system in particular,
is equally clear. The health care sector contributes at least
8.5% of total U.S.-based greenhouse gases responsible for
climate change, and as much as 4.4% of total global green-
house gas emissions (Health Care Without Harm and Arup,
2019). This fact, coupled with the reality that the changing
climate inflicts the severest injury on those with the least re-
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sources, exposes the moral imperative for the U.S. health care
system to take action to decarbonize its facilities and operations
(National Academies of Sciences, Engineering, and Medicine,
2022). At a minimum, taking steps to lower the environmental
footprint of the U.S. health care sector can enhance its resil-
ience against the threats of severe weather and wildfire events,
which are increasing in both frequency and strength (Romanello
et al., 2022). While the connection between decarbonization
and protection against severe weather may not be immediately
evident, it is important to note that certain measures aimed at
mitigating the environmental impact of health care operations
can also enhance the sector’s ability to withstand and adapt to
climate-related challenges.

While the imperative to reduce environmental carbon emis-
sions is well documented, the pathway to decarbonization has
been less straightforward and there has been little widespread
progress by health care organizations to date (Romanello et al.,
2022). The health care system has faced a set of layered barriers
in reducing climate change emissions that have stalled progress.
Notably, a significant challenge is the need for financial re-
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of on-site energy storage assets is critical for addressing on-site
resilience, enabling health care organizations to avoid unneces-
sary risks associated with utilizing fewer energy storage assets.
Just as an investor should never put all their assets into a single
stock, but rather seek to create a diversified portfolio so that the
balance of risks modulates unanticipated shocks, a health care
organization will benefit from a variety of energy generation,
conversion, and storage assets that complement each other and
optimize both financial and operational risks. The IRA makes this
diversification financially possible for many organizations.
Finally, the IRA provides new financing structures and changes
to previous tax credits. The biggest change is the direct payment
option, also called elective pay. Under previous IRS regulations,
only taxable entities could take advantage of clean energy tax
incentives. However, most U.S. health care systems are tax-
exempt. Under these previous regulations, tax-exempt entities
were forced to utilize third-party finance agreements in which a
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termining the right strategy for accessing the incentives the IRA
provides is akin to solving simultaneous equations while also
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