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COMPARISON OF DISPROPORTIONATE SHARE HOSPITAL (DSH) POLICIES

House Proposal This option produces $11.5 billion over five years, assuming 25% offset {excluding
interaction with the children’s health proposal). This plan has three types of reduction:

Small DSH. States with 1995 DSH spending that is less than or equal to 1% of their total
Medicaid spending get no reduction (allotments frozen at 1995 DSH spending level)

Low-DSH. States that are designated as Iow—DSH accordmg to the preliminary 1997 DSH
allotments, have the following percent reductions taken off of their 1995 DSH spending

1998 1999
1% 2.5%

High-DSH. States that are designated 2

2002
15% 20%

s high-DSH, according to the preliminary 1997 DSH

allotments, have the twice the percent reductions taken off of their 1895 DSH spending:

2000 2001 2002
20% 30% 40%

Senate Proposal. This option produces $12.4 billion over five years, assuming 25% offset and not

including savings from retargetting within the allo

.

Special Rule. No state can receive are

tments. This plan has five types of reductions:

Small DSH. States with 1995 DSH spending that is less than 3% of their total Medicaid spending
get no reduction (allotments frozen at 1895 DSH spending level)

Low-DSH. States that are designated as

low-DSH, according to the preliminary 1997 DSH

allotments, have the following percent reducnons taken off of their 1985 DSH spending
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High-DSH. States that are designated a

2000
5% 10%

2002
15%

s high-DSH, according to the preliminary 1997 DSH

allotments, have the following percent reductions taken off of their 1995 inpatient spending plus

the following percent of their 1995 menta

1998 1999
Reduction: 0% ) 8%
% of MH DSH  70% 50%

| health (MH) DSH spending.

2001

2000 2002
15% - . 20% 20%
20% 0% 0%

Special Rule. States whose 1995 DSH spending is greater than 12% of their total 1995
spending, but have no mental health DSH spending in 1895, receive the average of their 1995
and 1996 DSH spending for each year between 1998 and 2002 (California and Nevada).

year (Kansas & New Hampshire).

Juction that exceeds 50% of its base year in any given

Proposal Like President’s. This option produces $11.8 billion over five years, assuming 25% offset
(Green amendment, Commerce Committee). This plan has one type of reduction applied to 2 bases:

*

All states. All states get an equal percent reduction off their 1995 DSH, up to an upper limit.

This “upper limit’

is defined as 12% of total 1995 Medicaid spending. In other words, if a state's

1995 DSH exceeds 12% of its total spendmg in that year, the reduction is taken off of the 12% of

the spending, not the full DSH spending.

The perc¢entage reductions that would produce savmgs

comparable to the House and Senate Committees’ proposals are:

1998 1999
0% 10%

2002
20% 25% 35%




’Compar‘is‘on of Effect% of DSH Reductions, 2002

(Doliars in millions, fiscal years)

State ‘ House Commerce Proposal Senate Finance Proposal Proposal Like President's .
: % Change % Change i% Change % Change ' % Change % Change
in DSH from  In DSH from in DSH from . In DSH from in DSH from In DSH from
1995 DSH 1995 Total 1995 DSH 1995 Total 1995 DSH - 1995 Total
National* - . -28% 3% T -24% - 3% T -28%. -3%
Alabama -40% . -9% -21% 4% | -20% -4%
Alaska -20% 1% -15% 1% -35% -2%
Arizona -20% . 2% -15% - -1% 4 -35% ~3%
Arkansas 0% 0% 0% 0% -35% 0%
California -20% -3% -18% - . 3% -30% -4%
Colorado -40% C 5% -20% 2% -35% -4%
Connecticut -40% 6% -41% 7% -26% 4%
Delaware -20% 0% 0% ) 0% -35% . i -1%
District of Columbia | 20% ~1% : 0% 0% - -35% 1%
iFlorida -20% -1% -15% 1% | -35% 2%
IIGeorgia | -20% -2% -15% -2% - -35% 4%
iHawaii** I - 0% 0% ‘ - -

- |lidaho 0% 0% 0% - 0%. -35% ' 0%
Ilinois -20% ) -1% ~15% 1 1% . -35% - -2%
Indiana - ~20% -3% -15% -2% -27% 4% -
lowa - -20% 0% ¢ 0% . 0% b -35% .| 0%
Kansas ) . -40% - 4% 50% - -] . -5% -35% S -3%
Kentucky -20% -2% -15% -1%. ) -35% . - -3%
ILouisiana -40% -12% -1 -28% - 8% T -14% 4% .
Maine - -40% -7% 41% - - -7% v -23% 4%
Maryland ' -20%- -1% -15% 1% -35% - 2%
[Massachusetis C -20% -2% -15% C2% -35% -4%
IMichigan ~20% -2% ) -15% : -1% -35% -3%

{{Minnesota -20% 0% 0% 0% -35% 0%
IIMississippi -20% - 2% -15% 2% -35% -4%
IMissouri -40% -11% -43% L 11% -16% 4%
IIMontana 0% - 0% 1 0% 0% -35% 0%
|Nebraska -20% 0% 0% 0% -35% 0%

. iNevada -40% 6% 0% | 0% 1. -26% 4%
{INew Hampshire -40% -15% L [-74% Cw29% T -11% _ -4% -
iNew Jersey 40% -10% 44% |  11% 7% 4%
New Mexico - 0% 0% 0% . 0% -35% 0%
New York -20% 3% -15% - 2% -33% 4%
North Carolina -20% . -2% 1 -15% 2% - -35% -4%
North Dakota 0% 0% ) 0% 0% - -35% 0%
Chio : 20% 2% - |-15% -2% o 35% -4%
|Okiahoma - -20% 0% . 0% 0% 35% | 1%
IlOregon ‘ -20% 0% ’ 0% . 0% -35% -1%
[[Pennsylvania - -20% -3% -15% -2% -32% -4%
Rhode Island 2 -20% . 2% -15% ~2% . -35% - 4%
South Carolina -40% 9% ' -33% - -7% -19% -4%
South Dakota 0% 0% 0% - 0% . -35% 0%
Tennessee™ - - 0% 0% . - -~
Texas -40% 1% -35% - E% © -24% ) -4%
Utah ’ R 0% 0% 0% 0% . -35% 0%
Vermont . -20% -2% L15% 1% -35% - 3%
Virginia c 20% 1% S ~15% -1% - -35% - 2%
Washington -20% « -2% -15% 2% -35% -4%
West Virginia -20% -1% ~15% C 1% ~-35% -2%
IWisconsin 0% 0% | 0% 0% - -35% 0%
Wyoming*™ - R 0% 0% - -

"% Change in DSH from 1885 Total" is tt{e 2002 DSH allotment minus 199?6 DSH spending divided info the 1985 Benefits plus DSﬁ spending )

_ House Commerce proposal assumes thal high-DSH states (1997 designation) receive twice the percent reduction in DSH as low-DSH states; states < -
Senate Finance Committee-assumes larger reductions for states with high mental hospital DSH : ’
Proposal like President's assumes that same percent reductjor{ is taken from the lower of DSH or 12% of 1995 total spending.
* Does not include CBO's 25% offset “* Waiver state or state withno DSH ) ' ’
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S ZEV mROSLAVSKY
Sumwsoa THIRD DiSTRICT
CHAIRMAN OF THE BOARD
MEMORANDUM
To. Bruce Vladek, Director, HFCA

Chris Jennings, Special Assistant to the President for Health Policy
Jack Lew, Deputy Dlrector‘ OMB
Nancy Ann-Min, Deputy Associate Director for Health, OMB

From: - Los Angeles County Supervisor Zev Yaroslavsky
Re: Retargeting DSH
Date: - " December 18, 1996

In the event of Administration considerations to retarget DSH to those
institutions that provide indigent care, tr}e attached comparative analysis for the State
of California may be enlightening. It compares the total DSH dollars allocated under
the State’s DSH program (SB 855) to prlivate, university, children’s and County
hospitals; with the total indigent and bad debt days provided by those institutions.
Notice that most of the private DSH faczlmes either provide little or no indigent care, or
else receive thousands of DSH dollars per day for each mdlgent ;n-patlent day.

|

Please feel free to caII me or our Dlrector of Health Services, Mark
Finucane, wnth any questions. Thanks for your cons;derateon

. ZX:rpt
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LOS ANGELES COUNTY - DEPARTMENT OF HEALTH SERVICES
CALIFORNIA HOSPITAL'S SB 855 INDIGENT AND BAD DEBT RATE PER DAY

F.dhasus

FISCAL YEAR 1995-96-
Type of ihdigent Bad Debt  Total ~ DSH DSH
Hopsnal Name Control . Days {13 Days {1 Days (1 Dollars Pet Da
MISSION COMMUNITY HOSPITAL PRIVATE ~ 3] 8 8 51,847,305 $236,659
" LAKESIDE MOSPITAL PRIVATE * o . 9 9 1,353,210 147,358
COMM. & MISSION ROSPITAL OF Hunnusron PARK . PRIVATE (3) 0 181 181 7.236.720 40,072
SAN VICENTE HOSPITAL PRIVATE o 2 2 49 648 32,518
QUEEN OF ANGELS-HOLLYWOOD PRESBYTERIAN MEDICAL PRIVATE o) (o] 707 707  22.664,641 32,071
VALLEY CHILDREN'S HOSPITAL CHILDREN‘S 125 213 338 8,714,195 25,787
PACIFIC ALLIANCE MEDICAL CENTER PRIVATE 3) 0 124 . 126 3,105,206 25012
SETON MEDICAL CENTER COASTSIDE PRIVATE 0 1, 1 24,882 24,882
CHILDREN'S HOSPITAL - SAN DIEGO CHILDREN'S 0 281 281 6,290,737 22.421
SEMPERVIRENS PSYCHIATRIC MEALTH FACILITY COUNTY 0 ' 0 18,508 18,506
WHITE MEMORIAL MEDICAL CENTER PRIVATE * (3) 0 1513 1,513 27,765,521 18,356
'GREATER EL MONTE COMMUNITY HOSPITAL PRIVATE * (3) (o] 227 227 3,661,337 | 18,107
MONTEREY PARK HOSPITAL PRIVATE 0. 161 161 1,596,130 9.921
SHASTA COUNTY PSYCHIATRIC HEALTH FACILITY COUNTY 0 ° 8,874 8874
CALIFORNIA HOSPITAL MEDICAL CENTER PRIVATE (3) 83 1,633 1,721 14,862,998 8,637
GARFIELD MEDICAL CENTER PRIVATE (3 0 60% 8§09 5,010,810 8.230
SAN BERNARDING COMMUNITY HOSPITAL PRIVATE * 0 743 . 743 5,417,900 7.253
ST, FRANCIS MEDICAL CENTER PRIVATE * (3) 58 1.239 1.298 $337,742 7.185
CHILDRENS HOSPITAL LOS ANGELES . CHILDREN'S 86¢ 963 1,827 12.478,322 6,830
CHILDREN'S HOSPITAL MEDICAL CENTER OAKLAND CHILDREN'S s8 1,488 1,546 9271083 5958
ORTHOPAEDIC HOSPITAL PRIVATE 0 38 38 202,048 5325
ALEXIAN BROTHERS HOSPITAL PRIVATE 40 592 632 3,341,295 5290
SANTA ANA HOSPITAL MEDICAL CENTER PRIVATE  (3) 272 219 491 2585,17¢ 5.266
POMONA VALLEY HOSPITAL MEDICAL CENTER PRIVATE 127 1,083 1.180 5,983,540 - 5028
PACIFIC HOSPITAL OF LONG BEACH PRIVATE <] 238 238 1,111,510 45675
GEORGE L, MEE MEMORIAL HOSPITAL PRIVATE (3) 0 75 75 323,285 4,314
$T. ROSE HOSPITAL PRIVATE 3 728 731 2,788,820 3,813
SUBURBAN MEDICAL CENTER PRIVATE  (3) o 1,183 1,183 3,852,186 3.256
VALLEY HOSPITAL MEDICAL CENTER . PRIVATE 30 401 431 1,351,155 3,135
CHILDREN'S HOSPITAL OF ORANGE COUNTY CHILDREN'S © 1,895 1,899 5,897,470 3,106
SANGER GENERAL HOSPITAL : PRIVATE * o 205 208 622,045 3034
SANTA MARTA HOSPITAL PRIVATE - (3). 567 712 1,279 3.871,478 3,027
SAN DIEGO COUNTY MENTAL HEALTH SERVICES LOMA COUNTY &7 o] 67 182,833 2,878
LUCILE SALTER PACKARD CHILDREN'S HOSPITAL AT CHILDREN'S 0 1,883 1,853 ‘4,482,638 2424
ST. MARY MEDICAL CENTER PRIVATE 513 1,360 1.873 4,452,190 . 23718
DOCTORS HOSPITAL OF WEST COVINA. PRIVATE (3) .0 - 47 a7 104,824 2.25¢
CITY OF HOPE NATIONAL MEDICAL CENTER PRNATE )] 117 145 262 . 565824 2,161
EAST LA DOCTOR'S HOSPITAL PRNATE 0 842 942 2.001538 2125
ST, LUKE'S HOSPITAL . PRNATE 3) e} 1.170 1,170 2,333,720 1,694
ROBERT F. KENNEDY MEDICAL CENTER SRtVA'rE ) o] 11732 1,172 2246224 1,914
CENTRAL VALLEY GENERAL HOSPITAL PRIVATE 183 177 360 | €30.375 1.752
- BELLFLOWER MEDICAL CENTER PR!VATE ¢ 381 381 578,756 £1.810
MEMORIAL HOSPITAL OF GARDENA PRIVATE 0 - 854 854 1.218,828 1,428
PARADISE VALLEY HOSPITAL - PRIVATE (3) 1812 148¢ - 3278 4,494,501 1,372
* VILLA VIEW COMMUNITY HOSPITAL PRIVATE 873 481 1354 1,833,216 3,354
SCRIPPS MEMORIAL HOSPITAL - CHULA VISTA PRIVATE 1,744 1311 3,055 3,602,554 1.178
DELANO REGIONAL MEDICAL CENTER PRIVATE 30 1.001 1,031 1,209,856 1,173
LONG BEACH DOCTORS HOSPITAL PRIVATE 0 144 141 155,244 11,102
ROSS HOSPITAL PRIVATE 0 80 80 85,096 1,068
AM] GARDEN GROVE HOSPITAL AND MEDICAL CENTER PRIVATE 1,713 535 2,248 2,364,060 1,052
PACIFICA HOSPITAL OF THE VALLEY PRIVATE (3) 0 1,538 1,536 1.608,225 1.047
OROVILLE HOSPITAL ' PRIVATE 461 510 871 990,560 1,020
UCI MEDICAL CENTER uc 8,978 2,084 11,063 11,262,036 1,018
VALLEY MEDICAL CENTER OF FRESNO cqum 6.886 3,981 10,867 9,312,204 857
HIGHLAND GENERAL HOSPITAL , COUNTY 15,782 3,111 18,893 16,108,388 853
SAN BERNARDIND COUNTY MEDICAL CENTER COUNTY 12,583 713 13,696 11.164.626 815
LOS ANGELES & OLIVE VIEW-UCLA M COUNTY 17,524 519 18,443 14.775815 801
LINDSAY HOSPITAL MEDICAL CENTER PRIVATE 89 595 €84 533728 T80
JOHN F. KENNEDY MEMORIAL HOSPITAL PRIVATE * (3) 76 | 83 1,328 938,880 707
KERN MEDICAL CENTER COUNTY 11,106 1,037 12,143 8571277 706
SANTA CLARA VALLEY MEDICAL CENTER COUNTY 18,876 2.182 22,158 15,028,529 &78
STANISLAUS MEDICAL CENTER COUNTY 2418 658 3,077 2,057 611 )
FOUNTAIN VALLEY REGIONAL HOSPH’AL PRIVATE * 1.542 680 2,222 1,435,081 846
COMMUNITY HOSPITAL - SONOMA COUNTY COUNTY 1.665 241 1,908 1,220,677 " 545
HUNTINGTON MEMORIAL HOSPITAL 505 955 1.460 870912 597

5
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LOS ANGELES COUNTY - DEPARTMENT OF HEALTH SERVICES
CALIFORNIA HOSPITAL'S SB 855 INDIGENT AND BAD DEBT RATE PER DAY
FISCAL YEAR 1995-96

* HOSPITALS PAYMENT LIMITED BY OBRA 93
(1) CINPD FINANCIAL DISTLOSURE REPORT - FY 1993-94

Type of Indigent Bad Debt  Total DSH DSH .
Hopsital Name -_| Control Oays (1) Days (1 Dayg(1 Dellars Per Da
SAN LUIS OBISPO GENERAL HOSPITAL COUNTY 550 470 1,020 600,035 588
MERCED COMMUNITY MEDICAL CENTER COUNTY 1,218 _ 304 1,612 936.363 581
MWWMR_____CQQW : 26,923 3601 30524 17217278 = 564
SAN JOAQUIN GENERAL HOSPITAL CQUNTY - 8,231 205 6.435 3,247,653 836
FIRST HOSPITAL VALLEJO PRIVATE 0 280 280 146,710 §25
BAY HARBOR HOSPITAL PRIVATE | 0 1,317 1,317 690,432 524
MERRITHEW MEMORIAL HOSPITAL - COUNTY 5958 2,805 8,563 4328272 - 508
SAN MATEC COUNTY GENERAL HOSPITAL COUNTY - 3,462 - 683 | 4,945 2,058,012 496
EAST BAY HOSPITAL PRIVATE * 816 .25 841 402,707 478
LOS ANGELES METRO MED;:_&_L_QENTER PRIVATE : ) 794 794 355,980 448
0% ANGELES COUNTY_LISC MEDIC NTER COUNTY 113843 1395 115238  47.756.877 414
NGELES €O HARBOR.UCLA CAL CENTER OUNTY 43782 530 &43N 18.340.366 414
SANTA TERESITA HOSPITAL : PRIVATE ) 1,496 1,496 5725875 383
UNIVERSITY OF CALIFORNIA, DAVIS MEDICAL CENTER uc 10,375 3,492 13,867 5,158,566 372
SAN FRANCISCO GENERAL HOSPITAL MEDICAL CENTER COUNTY. 31,158 2,152 33,310 12,337.743 370
RANCHO LOS AMIGOS MEDICAL CENTER COUNTY 31,363 3800 35163 12874630 . 366
UCSD MEDICAL CENTER uc 11,649 1,249 12,898 4,633,834 359
CORONADO HOSPITAL , PRIVATE 66 87 943 308,286 ax?
VENTURA COUNTY MEDICAL CENTER COUNTY 1,456 9,570 11,026 3.507.490 326
© RIVERSIDE GENERAL HOSPITAL UNIVERSITY MEDICAL COUNTY 24,892 3275 28,167 7,839,598 278
MAD RIVER COMMUNITY HOSPITAL PRIVATE 452 1,210 1.662 457.870 278
NATIVIDAD MEDICAL CENTER COUNTY 1,776 - 2,488 4,274 1,147.836 269,
BROOKSIDE HOSPITAL DISTRICT 5 1,403 1.454 378243 260
CPC ALHAMBRA HOSPITAL PRIVATE o . 441 97,944 222
SO0D SAMARITAN HOSPITAL PRIVATE * 1,821 162 - 1983 - 439,548 20
PIONEERS MEMORIAL DISTRICT HOSPITAL DISTRICT 438 861 1,083 222876 203
MEMORIAL HOSPITAL AT EXETER PRIVATE 0 285 285 57,352 201
GATEWAYS HOSPITAL AND MENTAL HEALTH CENTER PRIVATE * o 268 268 50,960 180
S{ERRA KINGS DISTRICT HOSPITAL , DISTRICT 0 145 145 23.266 161
HIGH DESERT HOSPITAL, COUNTY 6,028 1618 7646 £39.238 123
OJAI VALLEY COMMUNITY HOSPITAL PRIVATE 2 -826 948 107.36¢ 113
TRINITY HOSPITAL COUNTY 2 364 396 32998 83
LOMPOC HOSPITAL DISTRICT DISTRICT 0 1101 1.101 76,389 .89 -,
CPC SIERRA VISTA HOSPITAL PRIVATE 28 462 491 32,334 &6
DOS PALOS MEMORIAL HOSPITAL PRIVATE 37 648 685 44814 65
CHOWCHILLA DISTRICT MEMORIAL HOSPITAL DISTRICT 0 169 169 10,478 62
TUOLUMNE GENERAL HOSPITAL COUNTY 634 531 1,165 63,085 59
MODOC MEDICAL CENTER COUNTY 8 483 asg | 25156 51
INDIAN VALLEY HOSPITAL DISTRICT DISTRICT 20 75 % 4459 47
SENECA HOSPITAL DISTRICT DISTRICT 35 125 180 T 7352 45
HI-DESERT MEDICAL CENTER - DISTRICT 0 1,047 | 1047 $ 34,412 33
OAK VALLEY HOSPITAL o DISTRICT 21 1,157 1,178 35769 0
MAYERS MEMORIAL HOSPITAL . DISTRICT ] 1.085 1,085 28,887 27
JOHN C. FREMONT HOSPITAL DISTRICT 88 139 194 | 5003 26
BLOSS MEMORIAL HOSPITAL DISTRICT o 88 98 2,237 C 23
COALINGA REGIONAL MEDICAL CENTER DISTRICT 0 2,120 2,120 43158 20
KINGSBURG MEDICAL CENTER DISTRICT 0 278 279 5.024 .18
SOUTHERN HUMBOLDT COMMUNITY HOSPITAL - DISTRICT 45 n 256 4,128 .16
MOUNTAINS COMMUNITY HOSPITAL DISTRICT ) 364 384 5523 © 15
SIERRA VALLEY ROSPITAL DISTRICT DISTRICT 11 180 171 2,339 : 14
DEL PUERTO MOSPITAL . - DISTRICT o 346 346 . 3389 10
WESTSIDE DISTRICT HOSPITAL DISTRICT 17 1,510 1,527 T 13262 8
SOUTHERN INYO HOSPITAL . DISTRICT 5 423 428 1,387 .03
SAN DIEGO COUNTY PSYCH HOSPITAL COUNTY 2.745 o 2,745 §570 2
EDGEMONT HOSPITAL PRIVATE 0 744 744 . 1,020 1
U.S. FAMILY CARE MEDICAL CENTER PRIVATE ' 4,016,320
TOTAL Ta38382 111,445 540787 $453.280.456 $624
NOYES:

i

(2) FTATE OEPARTMENT OF MEALTH BERVICES - THESE AMOUNT NAVE BEEN REDUCED BY THE MOSPITALS INTERGOVERNMENTAL TRANSEER

(3) MEMBER OF PEACH:

Page 2

TOTAL P.04
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‘Note to John Callahan_
"Subject: CR Amendments -- California'Medicaid DSH

The amcndmcnt by Mr. Lewis would extenl Lhe transition for hospltal-speclﬁc DSH cap from

January 1, 1995 to July 1, 1998 for the State of California, In addition, it would lower the 200
percent transition to 175 percent for this extended period. CBO estimates that this will have no

- sooreable impact, but it would just redistributo the ﬁmds within the California DSH lumt

HCFA has conoerns that this languagc puts the Admxmatranon is an untenable position because
this language would help only one State, Cnhforma Helping only onc Statc could lcad to charges
that we are not treating everyone equally On the other hand, it will also expose us to the risk of
other States asking for the same exception. Ifthe Administration supports this proposal we have

* -significant risks either way. If we do it for other States, the cost will increase -

HCFA is also concemed that the CBO scoring, while technically correct, does not account for a
significant secondary factor. Paying any facility more than its uncompensated cost, either 200
percent or 175 percent, allows the facility to t%asﬂy pass back” a portion of the funds to the State.
Hence freeing up State funds to bs spent on other Medmmd initiatives. This could result in -

significant increases in Medlcald spending.

Given these concerns HCFA opposes this amendment.

Debbie Chang

o0: Bruce Vladéck
Judy Moore -
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PRESIDENT CLINTON HIGHLIGHTS PROPOSALS TO IMPROVE ACCESS TO
QUALITY HEALTH CARE AT NEW HAMPSHIRE ROUNDTABLE DISCUSSION
February 18, 1999

Today, Pres1dent Clinton and Governor Jeanne Shaheen will meet with a panel of New
- Hampshire residents to discuss the wide rang[e of health care challenges currently facing the
nation. The President will emphasize the 1mp0rtance of providing targeted tax credit to defray the -

- costs of long term care services, and will contrast such targeted tax cuts to the Republicans’

‘proposal for an across-the-board tax cut that will squander the budget surplus.

The President will highlight initiatives in his|FY 2000 budget that increase access to health care
and improve its quality: .

. Addressing growing long-term care needs. The President s budget includes a historic
new initiative to support elderly and d1sab1ed Americans with long-term care needs or the
family members who care for them. This initiative invests over $6 billion over five years
in long-term care, including a $1,000]tax credit to compensate for the cost of long-term
care services; a new $625 million National Family Caregiver Program, which will help
states provide direct services and support for those caring for elderly family members
with long-term care needs; a new proposal to allow states to provide home- and
community-based care to people whose income level now qualifies them for nursing-
home care under Medicaid; and a national campaign to educate Medicare beneficiaries
about long-term care options. The President also will praise New Hampshire’s efforts to
expand community-based care serwces for Medicaid enrollees and to provide critical
information to elderly and chromcally ill adults about their long-term care options.

. Improving economic opportunities for Americans with disabilities. More than 70 -
percent of Americans with disabilitie;s are unemployed, often because they face
significant barriers to work, such as the risk of losing health-care. The President has
proposed a series of bold new initiatﬂVes to enable people with disabilities to return to
work. This five-year, $3.2 billion initiative includes full funding for the Jeffords-
Kennedy-Roth-Moynihan Work Incelntlves Improvement Act which will enable many
workers with disabilities to buy into Medicaid and Medicare; a $1,000 tax credit to help
offset the cost of the services and suf)ports that people with disabilities may need to get
and keep a job; and a new regulation to increase the amount that people with disabilities
can earn and still maintain Social Security benefits. New Hampshire currently provides
community-based services through Medicaid to individuals with disabilities, and in
recognition of the State’s innovation! in this area, the Vice President recently gave the
State a grant to help remove barriers|to employment for people with disabilities.

. Helping small businesses provide health care coverage for their employees. The
President’s budget includes a $44 million investment in targeted tax credits to increase
health care coverage by enccuraging‘ small businesses to participate in voluntary
purchasing coalitions that provide a variety of health care choices at relatively low cost.




This initiative provides a new 10 percent tax credit for small businesses that decide to
offer coverage by joining coalitions; encourage private foundations to support coalitions
by making their contributions towards these organizations tax-exempt; and offers
technical assistance to small busmess coalitions from the Administrators of the Federal
Employees Health Benefit Plan. Governor Shaheen has proposed legislation that creates
~ voluntary small-business purchasing alliances to reduce costs and increase options for
small businesses offering health insurance to their employees. She believes that the
Administration’s proposal will provide needed financing for this effort.

Implementing the Children’s Health Insurance Program, the largest investment in
children’s health in a generation, The Administration is committed to implementing
the Children’s Health Insurance Program (CHIP) and has developed a national outreach
campaign to sign up every child ehg1|ble for Medicaid or CHIP coverage. New
Hampshire, under Governor Shaheen"s leadership, is one of 46 states that already have
implemented the CHIP program: the State s program -- Healthy Kids -- provides health

" insurance to thousands of uninsured New Hampshire chlldren

Protecting patients with a strong, dnforceable patients bill of rights. The President
again will call on Congress to pass a strong, federally enforceable patients’ bill of rights
that includes: guaranteed access to needed specialists; access to emergency room services
when and where the need arises; and [access to a meaningful external appeals process to
resolve disputes with health plans. The President is already doing everything he can to
implement these protections by extending them to the 85 million Americans covered by
federal health plans. Governor Shaheen has proposed an HMO Accountability Act to
prov1de similar patient protections. :
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- THE PRESIDENT’S HISTORIC LONG-TERM CARE INITIATIVE
' February 18, 1999

The President has proposed an historic, seven-part initiative designed to address the broad-based
and varied long-term care needs of Americans of all ages. It would not only improve nursing home
quality, options for community-based services, and the purchase of long-term care insurance, but
would, for the first time, support families who care for their ill relatives. These millions of

spouses, children, other relatives and friends are the major providers of long-term care in the U.S.
This initiative recognizes this by providing a $1,000 tax credit for people with long-term care needs-
or their families to offset the costs of care and a new Family Caregivers Program that offers respite
services, information, and other assistance as needed. Altogether, this $6 billion 1mt1atwe lays the
groundwork for long-term care pohcy for the twenty-first century '

MILLIONS OF AMERICANS HAVE LONG-TERM CARE NEEDS

+ -~ More and more Americans have a range of long-term care needs. Over five million
. Americans have significant limitations due to illness or disability and thus require long-term
care. Approximately, two-thirds are older Americans. Also, millions of adults and a growing .
number of children have long-term care needs because of health condition from birth or a
chronic illness developed later in life.

+  The aging of Americans will only increase the need for quality long-term care options.
The number of Americans age 65 years or older will double by 2030 (from 34.3 to 69.4
million), so that one in five Americans will be elderly. The number of people 85 years or older,
nearly half of whom need assistance with everyday activities, will grow even faster (from 4.0 to
8.4 million).

¢

3

MULTI-FACETED INITIATIVE TO SUPPORT FAMILY CAREGIVERS AND ADDRESS
GROWING LONG TERM CARE NEEDS The Clinton Administration’s historic long-term
care initiative includes: :

+ Supporting families with long-term care needs through a $1,000 tax credit. This initiative,
for the first time, acknowledges and supports millions of Americans with long-term care needs
or the family members who care for and house their ill or disabled relatives through a-$1,000

~ tax credit. This new tax credit supports the diverse needs of families by compensating a wide
range of formal or informal long-term care for people of all ages with three or more limitations
in activities of daily living (ADLSs) or a comparable cognitive impairment. This proposal,
which supports rather than supplants family caregiving, would provide needed financial support
to about 2 million Americans, including 1.2 million older Americans, over 500,000 non-elderly
adults, and approximately 250,000 children. It costs $5.5 billion over five years and phases out
beginning at $110,000 for couples and $75,000 for unmarried taxpayers.

» * Creating a new National Family Caregiver Support Program. Recent studies have found -
that services like respite care can relieve caregiver stress and delay nursing home entry, and that
-support for families of Alzheimer’s patients can delay institutionalization for up to a year. This
new nationwide program would support families who care for elderly relatives with chronic
illnesses or disabilities by enabling states to create “one-stop-shops” that provide: quality
respite care and other support services; critical information about community-based long-term
services that best meet a families’ needs; and counseling and support, such as teaching mode!



approaches for caregivers that are coping with new responsibilities and offering training for
complex care needs, such as feeding tubes. This program, which costs $625 mllhon over five
years, would assist approxunately 250,000 families nat10nw1de

Expanding Medicaid eligibility for people in home- and community-based care settings.
Historically, Medicaid policy and practice has inadvertently discriminated ‘against people with
long-term care needs who want to live in the community by making it much easier to expand
coverage to nursing homes than community-based services. To eliminate this “institutional
bias,” this proposal would enable states to expand their programs to cover community-based
care as well as nursing home residents with income up to 300 percent of the Social Security
Income (SSI) limits, without requiring a complicated and frequently time-consuming Federal
waiver. This proposal contributes towards this initiative’s goal of giving people with long-term
care needs the choice of remaining in their homes and commumtles It costs $110 million over
- five years.

, Encouraging partnerships between public housing for the elderly and Medicaid. This
proposal would provide $100 million in competitive grant funds to qualified elderly housing
facilities (Section 202 facilities) to convert to assisted living facilities, so long as those facilities
provide Medicaid home and community-based services. As people living these housing
facilities age, their need for long-term care services rises, often leaving them with no-choice but -
to move to a nursing home. This proposal would allow such people to “age in place” by
funding the conversion of their homes into assisted living facilities. Only sites that agree to
bring Medicaid home and community-based services into their converted assisted living
facilities would qualify for grants, to ensure that low-income elderly have access to this option.

Nursing home quality initiative. This proposal will provide $110 million to strengthen
Federal oversight of nursing home quality and safety standards by working with States to
improve their nursing home inspection systems, crack down on nursing homes that repeatedly
- violate safety rules, establish a national reglstry of abusive nursing home workers, and pubhsh
nursing home quahty ratings on the internet..

Having the Federal government serve as a model employer by offering quality private
long-term care insurance to Federal employees. A new proposal would allow the Office of
Personnel Management (OPM) to use its market leverage and set a national example by
offering non-subsidized, quality private long-term care insurance to all federal employees,

- retirees, and their families at group rates. - This proposal, which costs $15 million over five
years, will provide employers a nationwide model for offering quality long-term care insurance. .
OPM anticipates that approx1mately 300,000 Federal employees would participate in this
program.

Launching a national long-term care education campaign. Nearly 60 percent of Medicare
beneficiaries are unaware that Medicare does not cover most long-term care, and many do not
know what long-term care services would best meet their needs. This $10 million nationwide
campaign would provide all 39 million Medicare beneficiaries with critical information about
long-term care options including: what long-term care Medicare does and does not cover; how
to find out about Medicaid long-term care coverage; what to look for in a quality private long-
term care policy; and how to access information about home-and community- based care
services that best fit beneficiaries’ needs. i

!
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THE CLINTON ADMINISTRATION’S BOLD NEW INITIATIVE TO IMPROVE
ECONOMIC OPPORTUNITIES FOR AMERICANS WITH DISABILITIES ’
February 18,1999

The President has proposed an historic new initiative that will remove significant barriers to
work for people with disabilities. This four-part initiative, which invests over $3 billion over

~ five years, includes: (1) full funding of the Work Incentives Improvement Act which was
tecently introduced by Senators Jeffords, Kennedy, Roth and Moynihan; (2) a new $1,000 tax
credit to help with work-related costs for people with disabilities; (3) doubling the funding for
assistive technologies; and (4) increasing the amount that people can earn while on disability in
order to ease the transition to work. People with disabilities will also benefit from the
President’s $6 billion long-term care initiative that complements the health insurance and work
incentive proposals. Together, this is the most important effort to improve opportunities for
people with disabilities since the Americans with Disabilities Act was passed.

CRITICAL NEED TO REMOVE BARRIERS TO WORK ‘ :

Since President Clinton and Vice President Gore took office, the American economy has added
17.8 million new jobs. Unemployment is at-a 41-year low of 4.3 percent. However, the
unemployment rate among working-age adults with disabilities is nearly 75 percent. About 1.6
million working-age adults have a disability that leads to functional limitations and 14 million
working-age adults have less severe but still significant disabilities. People with disabilities can
bring tremendous energy and talent to the American workforce, yet some outdated, institutional
barriers and fewer opportunities often limit their ability to work.

Under current law, people with disabilities often become ineligible for Medicaid, Medicare, or
disability insurance if they work. This means that many people with disabilities are put in the
untenable position of choosing between health care coverage and work. In addition, the
extraordinary advances in technology and communications are often not accessible to or adapted
for people with disabilities. Moreover, working itself is usually more expensive for people with
disabilities who need personal assistance getting to and from work; special transportation, or
technology that is not paid for by their employers.

INITIATIVE TO IMPROVE ECONOMIC OPPORTUNITIES FOR AMERICANS WITH
DISABILITIES

e Funding the Work Incentives Improvement Act in the President’s budget. Health care
-- particularly prescription drugs and personal assistance -- is essential for people with
disabilities to work. The President included in his FY 2000 budget the Work Incentives
Improvement Act. This proposal, which costs $1.2 billion over 5 years, would:

- Improve access to health care by:
-- Providing greater incentives and options for states to enable people to return to work
to maintain eligibility for Medicaid. This provision: eliminates barriers to the buy-in
for people with income above the current limits; allows people who are only able to
- work because of treatments that are covered to buy into Medicaid; and provides
health care grants for states that take these important options;
1
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- Extending Medicare coverage, for the first time, for people with disabilities who



return to work. While Medicare does not provide as comprehensive a benefit as
Medicaid, it assures that all people with disabilities who return to work have access to
health care coverage, even if they live in a state that does not take the Medicaid
option; '

- Creating a new Medicaid buy-in demonstration to help people with a specific physical
or mental impairment that, as defined by the state, is reasonably expected to lead to a
severe disability without medical assistance. This could help people with muscular
dystrophy, Parkinson’s Disease, HIV or diabetes who may be able to function and
continue to work with appropriate health care, but such health care is currently only
available once their conditions have become severe enough to qualify them for SSI or
SSDI and thus Medicaid or Medicare.

-- Modernize employment-related services by creating a “ticket” that will increase

* options and access for SSI or SSDI beneficiaries to go to either a public or a private
provider for employment-related services. If the beneficiary goes to work and
achieves substantial earnings providers would be paid a portion of the benefits saved
through either an outcome or “milestone” payment.

-- Create a Work Incentive Grant program to provide benefits planning and assistance,
facilitate access to information about work incentives, and foster coalitions to better
integrate services to people with disabilities working or returning to work. .

Providing an $1,000 tax credit for work-related expenses for people with disabilities.
The daily costs of getting to and from work, and being effective at work, can be high if not
prohibitive for people with disabilities. Under this proposal, workers with significant
disabilities would receive an annual $1,000 tax credit to help cover the formal and informal
costs that dre associated with and even prerequisites for employment, such as special
transportation and technology needs. Like the Jeffords-Kennedy-Roth-Moynihan Work
Incentive Improvement Act, this tax credit, which will help 200,000 to 300,000 Americans,
helps assure that people with disabilities have the tools they need to return to work. It also
has the advantage of helping people in all states irrespective of whether states take up
optional coverage. It costs $700 million over 5 years.

Improving access to assistive technology. Technology is often not adapted for people with
disabilities and even when it exists, people with disabilities may not know about it or may
not be able to afford it. This new initiative would accelerate the development and adoption
of information and communications technologies, which can improve the quality of life for -
people with disabilities and enhance their ability to participate in the workplace. This
initiative: (1) helps make the Federal government a “model user” of assistive technology;
(2) supports new and expanded state loan programs to make assistive technology more
affordable for Americans with disabilities; and (3) invests in research and development and
technology transfer in areas such as “text to speech” for people who are blind, automatic
captioning for people who are deaf, and speech recognition and eye tracking for people
who can’t use a keyboard. It would cost $35 million in FY 2000, more than doubling the
government’s current investment in deploying assistive technology.

* Increasing the amount that people can earn while on disability to ease the transition to
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work. A new proposed regulation increases the substantial gainful activity (SGA) level from
$500 to 700 per month. Under current rules, people lose eligibility for Social Security
Disability Insurance (SSDI) or Supplemental Security Income (SSI) benefits if they can
engage in any substantial gainful activity (SGA) that exceeds $500 per month. Many hesitate
to work because they cannot afford to give up critical benefits. Increasing the SGA level
would enable the 400,000 beneficiaries who now work to work more, easing their transition
to work. This initiative costs $1.2 billion over five years. '

TASK FORCE ON EMPLOYMENT OF ADULTS WITH DISABILITIES. Last March,
President Clinton signed the executive order establishing the Presidential Task Force on
Employment of Adults with Disabilities: Led by Alexis Herman, Secretary of Labor, and Tony
Coelho, this Task Force is charged with coordinating an aggressive national policy to bring
adults with disabilities into gainful employment. It produced a set of interim recommendations
in December, 1998, summarized below along with the Administration’s actions to address them:

RECOMMENDATION

I

2.

+ 3.

Work to pass the Work Incentive Improvement Act
Work to pass the Patients’ Bill of Rights

Examine tax options to assist with expenses of work

. Foster interdisciplinary consortia for employment services

. Accelerate development/adoption of assistive technology

Direct Small Business Administration to start outreach

. Remove Federal hiring barriers for people w/ mental illness

‘

ACTION

President includes in budget
Pfigh Presidential priority

President includes in budget
President includes in budget
President includes in budget

Vice President announced 12/98

7 Mrs. Gore announced 1/99

. Develop a model plan for Federal hiring of people w/ disabilities Vice President announced 12/98
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PRESIDENT CLINTON’S INITIATIVE ENCOURAGING
‘ SMALL BUSINESSES TO OFFER HEALTH INSURANCE
February 18, 1999

This initiative would encourage small businesses to offer health insurance to their workers by
developing and/or joining coalitions for purchasing health insurance. Fewer small businesses
offer health insurance because of their higher administrative costs and premiums relativeto large
businesses. As a result, nearly half of uninsured workers are in firms with fewer than 25
employees. This three-part initiative would: (1) provide a tax credit to small businesses who
decide to offer coverage by joining coalitions; (2) encourage private foundations to support
_coalitions by allowing their contributions towards these organizations to be tax exempt; and (3)
offer technical assistance to small business coalitions from the Office of Personnel Management,
which runs the Federal Employees Health Benefits Program (FEHBP). This initiative would cost
about $44 million over 5 years, and provide thousands of workers and their families the option of
affordable health insurance.

INSURANCE AND SMALL BUSINESSES

Most of the uninsured work in small businesses. Workers in small firms are less likely to
have access to affordable, job-based health insurance. Although worker in firms with fewer
than 25 employees make up about 30 percent of the workforce, they comprise nearly half of
the uninsured. Only one-third of firms with fewer than 10 employees and two-thirds of firms
with 10 to 24 employees offer coverage, compared to over 95 percent of large firms.

Higher premiums and administrative costs. Small employers state that high premiums
and the uncertainty in premium costs are major reasons why they do not offer health
insurance. Premiums for the same benefits are higher for small firms than large firms
because there are fewer people who can share in the risk of illness and because administrative
costs per employee are higher. Insurers’ administrative expenses ranged from approximately
5 percent of premiums for the largest employer plans to 30 percent or more of premiums for
the smallest employers. As a result of this and other factors, small ﬁrms typically offer less
generous benefits -- or do not offer coverage at all.

SMALL BUSINESS HEALTH PURCHASING COALITIONS

This initiative would encourage the development of and participation in small business health
purchasing coalitions." Coalitions pool employees across firms to gain market power; negotiate
with insurers over benefits and premiums; provide comparative information about available

health plans; and administer premium payments made by small employers and their participating '

employees. Despite these advantages, there are few small business health purchasing coalitions
today. This in part reflects the lack of up-front funding to develop coalitions (e.g., hiring staff,
developing a negotiating strategy, marketing to small businesses). Additionally, coalitions that
cannot quickly attract a large enough number of small firms to join them could find themselves
without the bargaining power that they need to reduce costs and offer choice.


http:employe.rs
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POLICIES TO ENCOURAGE COALITIONS

» Tax credit for employers who join coalitions: A tax credit equal to ten percent of employer
contributions to employee health plans, up to $200 for a single policy and $500 for a family
policy, would be given to qualifying employers. A qualifying small business would have
between 3 and 50 employees and purchase coverage through a qualified coalition. To target
the credit to employers who would not otherwise offer coverage, eligible employers could not
have had an employee health plan during any part of 1997 or 1998. Employers would need
to cover seventy percent of those workers who have wages (including deferred wages) in
excess of $10,000 and who are not covered elsewhere by a health plan (typical in the group
market). This credit is temporary (up to two years) since the goal is to encourage the one-

-time action of joining the coalition. The credit would be available for employers taking this
option before December 31, 2003 »

A qualified coalition is a certiﬁed, non-profit organization that negotiates with health insurers
to provide health insurance to the employees of its small business members. Its members
would include all interested employers with 50 or fewer employees in its area, without regard
to the health status or occupation of their employees. It could collect and distribute health
insurance premiums but would not be an insurer (bear risk) itself. Its board would include
both employer and employee representatives of small businesses, but could not include
service providers, health insurers, insurance agents or brokers, and others who might have a
conflict of interest. Where feasible, the coalition would offer several health plan choices and
at least one open enrollment period per year. These plans would follow state requirements
and their premiums could not be rated according to the occupation or existing health status.

+ Financial assistance in creating coalitions. Currently, funding the start-up expenses of
small business health purchasing coalitions would not qualify as a “charitable purpose”
Consequently, private foundations are reluctant or, in some cases, prohibited by their own
rules from offering grants for this purpose. Under this proposal, any grant or loan made by a
private foundation to a qualified small business health purchasing coalition would be treated
as a grant (or loan) made for charitable purposes. This special rule would apply only to
grants (or loans) made to qualified coalitions for the purpose of funding qualified coalition
start-up expenses made during the first two years of their operations. The special foundation
rule would apply to grants and loans made prior to December 31, 2003 for start-up expenses

‘incurred prior to December 31, 2005.

+ Technical assistance in creating coalitions. The Office of Personnel Management (OPM)
runs the Federal Employees Health Benefits Program (FEHBP). This program serves as a
model for consumer choice of health plans. OPM has considerable experience in working
with private plans in coordinating a bidding process, negotiating benefits and premiums, and
distributing consumer information. To help small business health purchasing coalitions do
the same, it would provided any needed technical assistance to qualified coalitions, sharing
its administrative experience. '
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February 17, 1999

HEALTH CARE ROUNDTABLE WITH NEW HAMPSHIRE RESIDENTS

DATE: ~ February 18, 1999

LOCATION: Dover Municipal Building
TIME: 11:15am - 12:05pm

FROM: Bruce Reed

PURPOSE

You will discuss with a group of New Hampshire residents the variety of health care
challenges currently facing the nation and highlight the initiatives in your FY 2000
budget that address these challenges. You will highlight the long-term care tax credit and
contrast targeted tax credits of this kind to the Republicans’ proposal for an
indiscriminate, across-the-board tax cut.

BACKGROUND

You will highlight initiatives in your FY 2000 budget that increase access to health care
and improve its quality: ‘

Addressing growing long-term care needs. Your budget includes a historic new
initiative to support elderly and disabled Americans with long-term care needs or
the family members who care for them. This initiative invests over $6 billion
over five years'in long-term care, including a $1,000 tax credit to compensate for
the cost of long-term care services; a new $625 million National Family Caregiver
Program, which will help states provide direct services and support for those
caring for elderly family members with long-term care needs; a new proposal to
allow states to provide home- and community-based care to people whose
income level now qualifies them for nursing-home care under Medicaid; and a
national campaign to educate Medicare beneficiaries about long-term care
options. You also will praise New Hampshire’s efforts to expand community-
based care services for Medicaid enrollees and to provide critical information to

- elderly and chronically ill adults about their long-term care options.

Improving economic opportunities for Americans with disabilities. More than
70 percent of Americans with disabilities are unemployed, often because they face



significant barriers to work, such as the risk of losing health care. You have
proposed a series of bold new initiatives to enable people with disabilities to
return to work. This five-year, $3.2 billion initiative includes full funding for the
Jeffords-Kennedy-Roth-Moynihan Work Incentives Improvement Act which will
enable many workers with disabilities to buy into Medicaid and Medicare; a
$1,000 tax credit to help offset the cost of the services and supports that people
with disabilities may need to get and keep a job; and a new regulation to increase
the amount that people with disabilities can earn and still maintain Social Security
benefits. New Hampshire currently provides community-based services through
Medicaid to individuals with disabilities, and in recognition of the State’s
innovation in this area, the Vice President recently gave the State a grant to help
remove barriers to employment for people with disabilities.

, ; A
Helping small businesses provide health care coverage for their employees.
Your budget includes a $44 million investment in targeted tax credits to increase
health care coverage by encouraging small businesses to participate in voluntary
purchasing coalitions that provide a variety of health care choices at relatively low
cost. This initiative provides a new 10 percent tax credit for small businesses that
decide to offer coverage by joining coalitions; encourage private foundations to
support coalitions by making their contributions towards these organizations tax-
exempt; and offers technical assistance to small business coalitions from the
Administrators of the Federal Employees Health Benefit Plan, Governor Shaheen
has proposed legislation that creates voluntary small-business purchasing
alliances to reduce costs and increase options for small businesses offering health
insurance to their employees. She believes that the Adrmmstratlon s proposal will
provide needed financing for this effort.

Implementing the Children’s Health Insurance Program, the largest
investment in children’s health in a generation. Your Administration is
committed to implementing the Children’s Health Insurance Program (CHIP) and
has developed a national outreach campaign to sign up every child eligible for
Medicaid or CHIP coverage. New Hampshire, under Governor Shaheen’s
leadership, is one of 46 states that already have implemented the CHIP program
the State’s program -- Healthy Kids -- provides health insurance to thousands of
uninsured New Hampshire chlldren

Protecting patients with a strong, enforceable patients bill of rights. You
again will call on Congress to pass a strong, federally enforceable patients’ bill of
rights that includes: guaranteed access to needed specialists; access to emergency
room services when and where the need arises; and access to a meaningful
external appeals process to resolve disputes with health plans. You are already
doing everything you can to implement these protections by extending them to the .
85 million Americans covered by federal health plans. Governor Shaheen has
-proposed an HMO Accountability Act to provide similar patient protections.
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IV.

PARTICIPANTS

Governor Jeanne Shaheen

Beth Dixon, Concord, NH

David Robar, New London, NH
Karen Goddard, Nashua, NH
Christine Monteiro, Nottingham, NH
Stephen Gorin, Canterbury, NH

PRESS PLAN

Open Press.

' SEQUENCE OF EVENTS

- . You will be announced into the auditorium accompamed by Governor
Jeanne Shaheen.

- Gov. Shaheen will make welcormng remarks and 1ntroduce you

- You will make remarks."

- Gov. Shaheen will mtroduce the roundtable part1c1pants and begm the
- discussion.. :

- Gov. Shaheen will make concludmg remarks.

- You will work a ropeline and depart.

REMARKS

To Be Provided by Speechwriting.
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Tho Honorable Nancy-Ann Min DeParle
Administrator

Health Cere Financing Administration
200 Independence Avenug, SW
Washington, D.C. 20201

Dear Administrator DeParle:

‘ ] am wrifing to again ask that you reconsider your decision to seek repayment of Medicare
Disproportionate Share (DSH) payments made 10 Pennsylvama hospitals based on General
Assistance (GA) days. As you know, this decision is causing considerable hardship for
Pennsylvania’s safety-net hospitals, which rely heavily on this funding to subsidize care for
vulnerable populations and do not bave the resources to retum past payments.

1 understand that your attorneys believe that the law clearly forbids inclusion of these
days, notwithstanding the fact that the fiscal intemmediary has for the past 12 years required
hospitals to include them, However, I have recently learned of a similar case in which HCFA’s
own provider review board determiped that it was appropriate to include charity care days which

were part of the Tirle XIX state plan, whether or not they were federally reimbursable. 1am
enclosing the case for your review. .

As you will see, the sitnation in Jersey Shore Medical Center vs. Blue Cross of New
Yersey closcly parallels the one in Pennsylvania. If anything, finding in the provider’s favor in
. this case required a broader interpretation of the law than Pennsylvaniu is requesting, since the
~ days in this case were part of a separate program, and Pennsylvania's ure actually part of its
Mcdmal Assistance program.

. Al the very least, this niing shows that the law does not clearly bar hospitals from
including Title XIX days which are not federally funded in their DSH calculations. In fact, I
belicve that Cangress intended for the days to be covered. 1 have discissed this matter with
Congressman Pete Stark, who ¢haired the Health Subcomumitree at the time this Jaw was drafied,
and he agrees with my recallection on this paint..
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{ hope you will review the case I am sending you and reconsider your decision. I look
forward to working with you and your staff to resclve this matter In a way that pmtects hospitals
that pmV:de health care to vulnerzble populauons

With all best wishes, I am

Sincegely, |
William J. C‘ajme
Member of Congress

WIC:mm
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Was the Intcrmediary’s calculatioa of the Provider’a dm-pmpnrﬂaam share hospital adjustmuot
praper?
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Jersay Shm Medical Camer (“Provider™) is & 527 bed acute care hoxpitnl losaead ia N
New Jersey., Aa such, the Provider is mimburscd under Madicare's proev]:-em payment gystemn
“PPS™) far inpatient hoapital servicas furmished Medicare bencficiaries. !

.Pnr its zont reporting period cnded Mum’bu 31, 1992, tha Prnu-idcr qualified for s

disproportionate gshars hoapital ("DSH™) ud;umnenr to ita PPB pajyruemys pursuant to 42 CF.R.

§ 412.106, Blue Crass and Blue Shield of Naw Jerscy (“Intertdediary™) determinad the amounr of
the Providet’s DSH adfustoiont waing coly Mediceid paid days in the aumernior of dhe Meadicnid
proxy porrion of the pryment formula ?

On August 16, 1994, the Im:ﬂn:dmzy issued » Nutice of Progran Reizivursement fixr the subject

‘cawt reporting prriod, widich reflect=d itz DSH dotermination. On Febniinry 9, 1995, the Provider

wppesled the Inteymediary’s detergnibarion 1o the Provider Refombursemeint Revioo Bml.t'd
(“Board™) purmuset to 42 C.F R § 4051835, 1541, and mtjuz _mrludlen.mna.l repuirensenty of
hose regulstions.

The Provider, in 7ta Ippcaltb‘bhe Board and in ite Position Paper, wrguei in;hrn-dmt.hut.hg
Medicaid proxy should act be Yimited to Madicaid paid days but should fnchide all Medicaid
eligibla days, However, in a letier dited Navernher 13, 1997, the Proviioe sopplepiented ts
Position Paper and identified six lpemﬁc categories of iatent dayy that jiluould be mchided in the
‘numerstar of the Medicaid proxy.* The Iurzmcdluy revigwsd this lefaiimetion snd disugreod
with the Pravider's sasertion that: “{s}il “charity care™ deya, as thar terniis used m the New Jervey
State plan™ ahould be inchided ia the paymest formuls. The five aﬂtacl'im uﬁm@dmthn
wers ot dispated ars us fuﬂc-s .

N Alld-gafotwhiah s patient wis both Medicaid eﬁgibbmdm}’aﬂa
:
ot Imtormardiary’s Ponition Paper mt 1. '

3 The term “Medicaid proxy” isusuitbm’trtn:hapmnonuﬁhnllf"sﬂpmﬁrmh

200 !

found at 42 CF.R § 412.106(b)X4). Ietcemedisry’s Positiem Prjier ot 3.
o Provider Laner Dated November 13, 1997 st 16.

. Istmrmediary's Supplamesal Poaition Paper at 2.

’

0zl 626 517:7dL ‘ ) YeE M R m ga ee e
. Other Primary Iastyrance with Medicaid TPL, |
s Nate: A varigtion of theas duys are actualy jn ﬂiq:un.u S» next paragrphy
® W‘s Supplememal Position Paper st 1.
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Accondingly, the Medicaid patent days in controversy in this cas are; :n) those days pertuining to
patients that have exhausted their Modicare Part A benefits, and 2) theus days pertiniag ro

charity care under the New letacy Stete plan.  Tha salinuted ameunt off Medicare reimburzememn
in controversy eseeds 510,000,

The Provider was nprewuad by Jazeph D. Glazer, Baguire, of Reed Smxth Shaw & McClay :
LLP. The Intermediary was represented by Betniurd M Tubert, Bsquire, Associme Counel, Bius
Cross and Blue Shisld Mmﬁon.

The Provider corfends that paticot days related to Madicaid payments fir dual-eligible individuals
ahould be included {n the numztitor of the Medicaid proxy, Specificaliy, the Provider reaerts that
in those instances where, during = ptinat stay, a patlent eligible for both Medicare Part Arend
Medicaid exhausts tis of her beniefits, Medicate stopa paying for the patiant's outlier diys and
Medicaid beging to reimbursa the hospita! for those costs, The Provider asserts ther in these
instances the parient ia 1o Jonger eatitled to Medicars henefits snc the dyyd related (o tha:e oty
sbould therefors be included i the Medicald proxy.’

The Pravider assens that this contention is based upon the mimmed pr{-u:xplu of the DSH
adjustment, The Provider cites 42 U.S.C, § 1395ww(d)S)FNv)QT) at expressly requiriag

inchixion of all days in the Mudicaid proxy for which patlebts wens eligilis for muﬁul uds;usa
upder a State Madicaid plu:, which would inclisde thin dud-d@:!et dayn paid by Medicaid,
fellows:

the fraction (expreased as & percemage), th: numerator of whick is the mmber of
the hoapital's priest days for mich period which conaint of patieiits who (for such
days) were eligible for roedical asgixtance undar 8 Stats plin xppiteved under
mibchapter XIX of this chapter [the Medicaid progrem], but whis were not entitled
to beneflis under part A of this subchapter, snd the depominator of which is the

tota] mirober uf the hosgital's patient deys for micli pericd.

42US.C.§ 139Sww(d)(5)(ﬂ(m)(m

The Provider also cites, in part, HCFARuhUJQ’I-Z which chenged tha lpererary's interpretation
of what days should ba included in the Medicaid prozy, as follows:

{uloder she aew itnarpretation, the Medicare ﬁpmpmm shipre: adjustment
under the hospital lopatient prospective payment systern wiﬂ be cilculated to

? Provider's Supplemental Position Paper at 7.
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360 'd

jnchide all inpetient hosphtal days of service for paticams who were elighle on that

day fot medical assintance under & Stdte Medicaid plgn in the Medicaid fracion,

whether ar not the boppital recaived payment for thoae ixpatieat hospital services,
HCFA Ruling 57-2.1 -

The Pravides sotes that sccarding to HCFA Ruling 57-2, the Seeretayy of Health mdil-lmm ‘

~ Services' (“Secretary™) agreas that all days & parieney aligible fior medlical assistance undey o

Sute Medicaid plan should be included in u hospital's DSH calenlstion. Moreover, the nuling is
applied prospeciively to cost reports that are settled after the data it wms ismed (Febtuary 27,

- 1857) nd to cost reporys that have been gettled prins to the effectiva dats, but for which a

hoapital has a propar appeal pending au the lssue, as doss the Providar.

Also yegarding the articulatad principles of the DSH sdjustment, the Frovidet citea an
instructional memorsndum issusd by the Heglth Care Financing Admiyistrstion (“HCFA™) on June
12, 1997, which explaing how HCFA Ruling §7-2 should be implemented.® The Provider aaseres
that this memorandum further clarifing the Secrstary’s Interpretation of'the days to be included in
the Medicaid proxy, 1 follows: - ' . '

[<Jonsistem with the Courts ¢f Appeals decivions on the ismic oF Medicaid days,
the HCFA Ruling 97-2 was meart to be inclusive, rather than uichujve. Thin
s that, m caleulsting the number of Mediczid days, fiscs! intermedrics
should sk themselves, “Was this person & Medicxid (Titla XIDi) beneficiary on
that day of service?” If the answer i “yes,” the dgy counts in 1hie Medicare
disproportighata shars adjustmesn caleniation. This does pot nican thet Title XIX
bad 10 be responaibla for payment for any particular services. li means that the
peracn hed to have been dewermined by 8- State sgeney 19 be cligihle for Federelly-
funded medical wsistance for sny one of the sarvices covared ubdey the State
Medicaid Titls XIX plast (eves if nc Medicaid payment is muwle: for ixpatient
bospital services or agy othes cqvared service). Aoy exarnplea of dayy to be
sousted given ia the HCFA Ruliap or in HCFA inrtruesions shondd oot be
construod wy on all-inclusive fxt,

HCF A Mamorandum, FEA-31, June 12, 1997,

Figally, the Provider contendy that 4 letier naved by HCYA o Frbruary 29, 1996, alio mupports
the fact that days paid bry Medicaid afiar Medicars Part A bennfits aye ihaneed should be

included in the DSH caleulstion. In that jester, HCFA itwmracts the Intirmedizry that in siruations

whars Medicare is the prisary payor and Medicald Ie the secotdry guyoe, tie days refied o 2

¢ Provider' s Supplemental Position Paper at Exhibit A,
? © Provider's Supp!mumal Position Paper at Exhibit B.
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phtient's say ahould be prorsted berween the two ageucies. An in exarnple, HCFA stetes thas "

* & ¥tay of 10 days costs $10,000 snH Medicure paid 53,000 and Medicaid puid $7,000, then.

Medicare wauld be crodited with 3 days and Medicaid would be creditesd with 7 days ™ HCFA
Leter, FKA-31, February 25, 1996.'°

DNIERMEDIARY'S CONTENTIQNS:

The Intermediary contends that the Provider's fundamental argument that Medieaid pays for
patient dzys after Medicare Part A benctis are exhausted it sronig 1! The Intermediary nsserts
that these days are, in fict, paid by Medicate and muat bo excluded Bopy the DSH calculation in
accordunce with 42 U.S5.C. § 1355ww(d)(SYEXVXIT), which states, in past, : :

the frairvion (expreascd as 8 perzsntage), the pumerator of whish id the nurmber of
~ the hospital's patient days for such period which consist of peticals wha (for such
days) wee aligibls for medical assistance under a State plan approved under
. subchaptar XTX of thig chupter [the Medicaid program], it wiis wers not ertitied
to benefits under part A of this subchapter, und the denominator of which o the
total number of the haspital's patient duys for much period.

s22uscC, § 139Sww(d)(S)FXVIX).

The Intermediary ssserts that there is s maximum number of deyn under Medicare Part A which
ara covered for & Medicare beneficiary. When Pant A eligibility Is exhaumned in the coupse of 3
beapital admission, Madicare Part B pravides coverage for conain genlluey sevices. Alwo, under
FPS the Medicare progrars pays the fill diggnostic related group (“DR{#") payment for m -
sdmission cven if tschnically, the day mgximum is resched during the enneme of the stay.
Thervfore, Mediczre Part A makes prytgent on bebalf of 2 benaficiary's deys becgusz the
DRG/oparating con psyment i1 act fkctored down even if covered dayi mm exhausted before
discharge. ' |

' The Intermedisty conclides that in ardec o be inciuded in the Mificxiz] proxy, daye io whick

paticnt is amitied to Madicaid can not be paid by Medicaro Patt 4\, and {furt condition is not met in
this fntyrew. ‘ ‘ ; ,

“’ Provider’s Supplianemal Position Paper =t Exhibir D.
" Intermediary‘s Supplemantal Peaition Paper at 4.
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PROVIDER'S CONTENTIONS:

The Provider contends thes deys relatad 1o patiphts who are eligikle fur Now Jersey's Chanity
Care program should be ingluded in the DSK calculation sinze they met the relevam nattory
requirements.* Pursuam to-42 U.S.C. § 1395ww(d)(SKFX()(), parient days ncluded in e
pumemtor of .the Medicaid proxy am deflaed in terma of whether the pazient was “cligible for
medical asaintancs under u Stata plan approved padsr subchaptar XIX of this chaptee "9
Respectively, the Provider saserta that the Charity Cara progeam at isgus ganerslly provides
“madicz) aspistance,” of payment for ippatleat hospital services, Linder thie New Jersoy State
Medicaid plaa for certaln indigent individugly who are not eligibls for ifedicaid. 1f a patient meets
certain specific gnidelines and does not get charged by o horpital for ity aerviess, or the patient
psys & reduced amourd of she hospital’s charges, the Charity Cara projgram paya the hospiral for
ds unrembursed eoxts,'! Patient eligibility eriteria and standards for hispital reimbrursemern are
bath detailed in the Stte plag.’ The Provider anphasizes that tho atnisstory lunguage josludes
days in the DSH zaleulation that pertain to patients eliglble under a Stite plan for Medivaid, as
quoted abave, aad aot specifically eligible for Medicaid, . .

‘The Pravider assetta that New Jersgy’s Charity Care program js also sy asacttial part of the Styte
satiafying its statutery obligation regarding payments to DSH hosipitals. " Pederal lsw requires
the? every State have a federally approved Medicaid plan that deteils, mong eber things, the
. Stare's methodolagy for paying for inpatient hadpital servicess, 42 US.IZ § 13950 Ahhough weh
Medicaid plans are formulated by rach Stte, the plas must comply with the federal Mediczid
mamitc and be approved in order to reseive federul fitnds, 42 U.S.C. § 1356a(s) " Asong the
myRtocy reguircracnts, State plany must sty cértiin standards relgtsyd to dispropartiouzte share
hospitals. Specifically, each State’s Mesdicaid plan mmigt provide paymeiat rites to bospitals that
take into acuount the situation of hogpitals thet serve a disproportionats: mumber of low mcome
patierna with sprcial needs, 42 U.S.C. § 1356a02)X(13). The Provider jbusty thet the purpase of
the DSH adiustment (to provids additional reimbursemen to thows hapitals that zerve a
disproponionatcly lsrpe percemtage of low incorve patienty), is fiully served only if Charfty Cary

2 Provide’s Supplemenal Positica Paper 9,

»  Provider's Supplemestal Position Paper ot 14

M Provider's Supplumottal Posttion Papes 8 11.

15 Geq Provider's Supplemsatal Pusition Paper et Exhibit F at 657, §331,
€ Providers Supplemental Position Pager £ 14.

7 Provider’s Supplumentel Position Paper ut 9,
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pationts are lncluded in the DSH calculation ™ The Provider s thet many prtlens who recrive
Charity Cwre we pationts who wonld be eligible for Medicaid exeaps fiir the fict that thelr income
or resouirecs dte too high, basad on Medicald Umits. Aczordingly, the Provider argues thet the

‘Charity Care progtam i3 essentially sn extension of the Madicgicl program; an extansion Rully

senctioned by the fadary governmt, subjact to cxtthsive federal reviow through the State plu;;
appraval process, and paid for with both State Medicaid dallars and fisderal matchiag flusds.

' Finally, the Provider conterds thet even if all days relsted to Churity Cire patients are sot

included in the DSH caleulation, thens an: some Chatity Cara patfeats st were actually eligible-
for the mandard Medicaid program. Whather through iradverienca of inability to determine -
cligibility ar the relevant time, these petients’ expanses were relmburstii by the Charity Cara
propram rather than the piandard Medioaid progeant. At the very lezs:, ull pationt days relsted to
such patients should be included in the Proider's DSH caleulation,

INTERMEDRIARY S CONTENTIONS:
The Interinediary contends thet the Charicy Care dayy at issue may tiot be insluded in the

‘Provider’s DSH calcylation based upon a straight forwand reading of tlic pertineny regulation, At

42 CFR § 412106(bX4), the remilations spesifically iachide patient days in the Medicaid proxy
that are atuributable 1o patieris “entitied to Madicald,” The Provider's ywn description of Chariry

' Cure patienis clearly recognizes that oy are not eligible for Medicaid coverage. Steeg :

Brovider Letter Dured November 13, 1997 a¢ 2,

The Intermadiary slso contends that the Providers srgumens for isclucing Chaity Care prient
duys in tha Madictid proxy & based upon & percelved eanflict betwesn the portinent regulatinng
and the pertinent statute, As nated above, 42 CF.R. § 412.106(b){(4) inciudes patient days in the

"DSH calculstion attribuzgble to patiexts “erritied to Medicaid,™ 'The punnent sttuts, bowever,

reforences petient days sttributabile to paticnts “eligible for medical aasinanen under o Stato plan.”
42 U.5.C. § 1355we(dXS)FYviXI). The Provider argues that in New Jersoy the defipition

" “eptitied to Medicxid" is broadened by patipsts who receive some Jevel of care under & State plan,

aibeit, not specifically the Medicaid program. However, an analysls of (e regulstion does pot

Finally, the latermediary contends that the Banrd it boynd by regulations and, tharsfin, may
affirmy its rejection of the Charity Care days Sum the Provider's I38H culculstion bases upag 42
CFR § 412.106(b)4). Eowever, the Iorermedixry slso aaserts that (s Boasd tmay not be the

proper forum to address this pustter, aad may sonsider expediting it for judical reviewr. 422 CFR.

~ §405.1842.

500 4

1 Provider's Supplemental Position Paper & 15,
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- CITATION OF LAW. RECRILATIONS AND PROCRAM INSTRUCTIONS:
L law-2USC: B |
§ 1395ww(d)(5)FNVIXI) | - PPY Trauition Period; DRG
Clessificatinn Systam; Exception;
_ A and Adjuitmens to PPS i
§ 13968 staem, - Staia Plans for Medical Assistanc
2. Begiions-@2CER: | |
§ 405.1835-.1841 - Bourd lwisdiction
§ 405.1842 '« Expediting Board Procecdings
§406.100)2) | < Beginning uad End of Exmitloment
§ 412,106 - Spesial Trescmegt: Hospisala thet
, Sarve a Dispraportionate Share of
, Low Incope Patients
§ 412.106(5)(4) - - Detmmuinmtion'of « Bospital's
‘ ‘ ' Disproporiicnate Patient Percetagn
| ~ Second Cempintation
§43000. ' - The State Plan
3. Other ‘
BCFA Ruling 57-2.
HCFA Lenar, FKA-31, Fehiruary 29, 1996,

HCFA Memamaadum, FRA-3]1, June 12, 19_9‘?.

The Board, aftar conlidetarion of the fam, pm' costentions, xod mm prr.sznwd flnds

and conehidea gy follews:
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The Baard fings that the lmmndmy mﬂ:uﬁ to inciuds patient day: pioitaable to dual ebaible
parieats in the numerator of the Provider's Madicaid proxy. Thise deys permin mo individuals

. who wuwdwmrmhbmdudmngmmpam stry, According to the
Provider, Medicars stapped peying for the patients’ ounlier days i theue instinges ond tho New
Jeraey State Medicaid progrem began to pay the hospitals. The Proviier argues that the guilier
days ot dovered by Medicars but paid by Muéicdd should be irclisdot! in the DSH formuls

The Boaed agrees with 1he Prmder The Bnud finds that whers a Rids's epproved Madicaid
progrum sasumes responiibllity for paymem of & provider'd lapatient chitrges tht the days -
ansociated with those charges are, in facy, "Medicaid deys.” A fundamiental crasteriptic of
heaith care cost finding, Including thet qnpluyad in ths Medicarw eost reporting procesy, requires
patient days to be naslgned to the program, insures, of prlvw: pry panwm respansible for &
pravider's chargns,

The Baard alao iizu:la thit the subject days must be inchuded inthe Provider’s Medicsid proxy in
order for & “correcr” DSH wdjustment to be determined. ‘That is, in enfur for the DSH formula to
produce reaults or paymeat levels anricipated by statute, definitive disy, st be used. In thig
_regard, the Medicaid proxy mus reflecy ol patisnt duys sasociated witl: health care coxsts and
benefits atuibuiable to Madizaid patients thet are not paid by Medicars. The Board finds thay the

derys ux isgue precigely teet these taquirsments, and thelr exchision from the Madicaid prosy
© results in an undessmarement of the Brovider’s DSH pdjustment,

TﬁaBna:ﬂm:mthnlntmndiuysugmammnﬁembjmdmmnlwthmﬂuddhh
Medicaid proxy becaune Medicare Part A paid 100 percent of the applicable DRGr; thet iy, even

~ though the prtients had ecbausted Part A bengfits during their wdedsacos, DRG reimburssment
was not pmrnted downwerd, The Bopnd, however, finds the patient dzgys o lasus to be outside
mmspmmmdewmqwmwwuwumdqmwm“m
have been msde. A stipulited by the Provider, the days at issue i this tese congist of ourlley
dys wizich, by defipition, arz outside of DRG reimingrsampont. Mureayny, they e days that were
untmmhxrd MM@MW&@E«WWMMMM& ‘
axhauste B

" Tha Board finds Mmmhnn rugudmatﬁnmsﬂaru mﬁmaudﬂmbmmmu
regulations. Controlling muthorities st 42 U.8.C. § 139Swa(d)S)YFXVI)(T) and 42 CFR.
§412.106(B)4) require deyw frnished to puticnts aligihle for Mesticaid tast opt essirled to

* Medicure Part A to bo included in the Medicaid proxy. The Board conzhudes thar ey axact
condition exiats in this case. Ouce the pationts bud exhmusied thejr Pasi: A henefits they ware o
longer exttitied o have Medicare Pant A ply for their inpatien hmlpﬂll itk am costa ¥

¥ ' The Baard diuinguiahea ‘the term “emtitled to.Medicare Put A” 95 used in 42 C.P.R s
§ 412.106(b)(4) Som the term “entitlzyment” an that form i wseid, for example, ix 42

S ~.oIot als §12:731 I , LE T I A S A LA
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Concurrantly, thesa-satne paticaty heeam: eligble for Madlaud humau

" Finally, the Board finds that it is not esseytial to thit case thar the Neww :Iwruy State Medicaid
pregrarn had nmﬂy reimingyed the Provider for the mpbiect outlisr duw. Conalstemt with HCFA
Ruling 97-2, it is not gecessary for & hyepital ta have received payment in ordex to include parimt
duys in tbuMedzaid prory; le s only gecrssary for lbe pasient ta havabwq aligible for medical
assistance ynder the State's Madiowd plm ~ ,

The Roard finds thay thz Intermediary refiusad to inchuds Chn‘i!y Care program days in the
aumecator of the Provider's Medicaid proxy becausr it copehuled thes tiizse deys do not periain

to patients “entitled to Madicsid” ap required by 42 CER § 412.106(b))(4). 1o support of s
position the mtzrmudxuy cites the Pmﬂﬂnr‘: geneval description uf the Charity Care program eg
providing medical assistancs under the New Jeraey State plan for certain indigent individuals whe
do not mee the State’s Madicaid eligibility requiremettts,
The Board, hawever, finds that the subjest Charity Care daya elearly mit the statutary dafinition
of patient days inclpded in ths cumerstor of the Madicaid proxy auid, thyrafre, should be
included in the Provider's DSH caleulation. The cnurullins putherity ot 42 US.C.

~ §1395ww(d)(S)(F)(VINU) defines patient duys inchuded i the manerabor of the Medicaid proxy

10 d

as those days pertaining to paticnts ‘dia‘hl: for medical ussistance: under & Sute plan approved
under subchapter XIX of this chapter.” In this regurd, the Board finds that the enabling New
Jersey Stats plan was appreved ubder Titlo XIX of tha Soclal Serurity /st s required by the
au;fc. and contained the gubject Chartry Care pragram which provider| inedical assistagee to IP‘
eligible persons.

The Board rejects the Intermediary tmmmmmwkmummt&m ,
mammﬂadtnusdww Eas y, the Board finds that arly periem qualifying for/and }r

recaiving medical amistance unday an spproved Ssata plan i, by virtue, muxﬁﬂduuadlwd The
Baa:ﬂdtmllZC,Fk § 430.10, which mnates in part:

[tike Smuﬂmsummpﬂmnwwnﬂmmmmwmem
deseribing the asture und scope of its Madicad progrum.

42 CFR. § 430,10,

The Banrd understinds that the New Jorsey Stgte plin contalns different elighility criteria for
Charity Caro program patieamy than it does for its other, mere typical, progrem patiexts,

CFR, § 06,10(X2). The Board doms not bellzvs the referensad word “antitiad” used i
42 C.FR § ¢12,106(b)(4) is intanzied 10 raflect the shanfuta el of an individua!’s haalth
insurance benefirs under Madicare '
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Moreover, the Boerd beliaves thiz difference is the basis for thy Imermedizry's argumenn

regarding Chariry Care patieet entitlemint, and the Provider's marecint that Charity Care

paLisnts dre pot cligible for Medicaid, In effect, both the Intermediary aad the Provider chose to k ¥
daflne Mredicald an a type of aubses of medicd] services witkin the breider comtext of the State

plan. The Boand, however, finds aa sputharitative basis for this distinetion. The Board finds that 4
once & State plan i spproved, the Federal Gaveramient provides metrhing funds for all medical |:”
garvies cags provided for ia that plan, induding costy sttributdble to the subject Charity Care
pragram. The Board notes the Pruvider's prgumenn that the Stite did, in St reczive Faders)
matching funds for the coms of the Charity Care program deys ar jss, and that this argument
wiit pot diapitted by tha Intermedisry. Moreovar, the Board notes HUFA Mamoraadum, FKA-

31, dated Junie 12, 1957, which expling that Federal funding is ap impionast facior in detetmining
whiether or got 8 patient day is inchuded in the Medicaid proxy, The nitmerandum stares, in par:

[clonuistene with the Courts of Appeals decisions on the issur of Madieaid days,
the HCFA Ruling 57-2 was meast to be incluxive, rather than exchusive, Thig
means that, in calcularing the mumber of Medinaid days, fiscal intarmediaties

should ask themselves, “Was this person  Medicaid (Title XTi) bencfictary on

shat dey of service?” If the answec is “yes,™ the day counts in the Mpdicars
disproportionnts shata adjustvent caloylation. This does net tean they Title XTX
bad m be responnible for payment for sy particplar services, [umpeanathgithe

HCFA Memorundim_ FEA-1), June 12, 1597 (ethphasis added). |

Finglly, the Boerd, having conchuded that g State plan necessarily defins & State's Medieqid
£nds no Baaia for tha Intermadiary’s propoxition that the Churity Care days insue may
best be ndtcd for expedited judicial review, The Board finds that the provision of 42 CFR

§ 412.106(2)(4), which bases the DSH calcitlstion on patien duys miiibutshle to

D patiemts
Tentitled to Medicaid® is ceseatially synonymous with 42 U.5.C. § 1365ws(dSMEXWQT),
which refarences ptiens days ateritnetahlo to patiemts “efipible for medita] wmistanee under 3 State -

~ plag.” Thn Board antes that an February 27, 1957, HCFA (asund Ruling 97-2 to clerify 8 specific

sspect of the NSH calculation.: The Boand believes this Ruking supportd ita pesition rince the
Ruling spparently usesl the sforementioned teyms iprerchangeably. = - '

Tha Bnmx:dimﬁ shauld confirm the sumber of outtier days of serviee Bumished by the Provider
to dunl eligible patients after their Medicare Part A benetits had =xhavted, sad which were

 sligible for relmburiament under the State's Medicaid plan, dnd includ iz this gmber of days in the

-
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‘Provide's DSH cafeulstion, The lntmnadmy's refusal 1o include thaog dm in 20 aumarator
pmnn of the Provider’s Madickid proxy is reversed. .

The Iatannediary ghould confirm the sumber of paﬁent days of sexrviey fuemished by the Prmndar
to patients cligible for medival apgistatue undet the Sigte’s Charity Ciire program, and incfude
this pumber of diys i the Provider's DSH caleulation. The Immednmry’s refisal to include
these diiys in the mymenstor portion of the Provider's Medicaid proay iz reversad,

| Irvin W. Kuss

Jomen G. Sleep

Henry C. Wesstnan, Esquire
Martin W. Hoowet, Ir., Esquire
Charlas §. Barker

FOR THE BOAKD: - ;
0cT § o W ~—WTlnts/
Trvin W, Kues
Chalrman
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B TAX consuoroaragens

- the Legrlature nok (o do any lin-
hering with the taxes or spendng
{hal ave ecritained in the carment
budgel,” said Hallsway “She's
sliching by the cumen! budgel.
Thal doeso’t rule o wacking on
the cigarette lax for fdure ses-
sns”’ S

Martan also tried “very actively”
to get House Urannxalic Leader

Peler Buniog t6 support's 18ceat

increase, acconding o Baxding,

Like Shaheen, Burling suggort-

ed 3 quarter increase lasl session .
and was dismayed with the Reputs-
lican-dotwnated Legislature’s firal
decisivo. Rut with the budget now
in place, he tos rejected Morlon's
suggestinn, . AR

. "o ast going W be tsaom into,
A, tryiog Lo pass a lux increase that

wont .. and, Biing vicim

tu the ofd tax and spender revtine
again,® Burliag.saidae, =~ -

He added, - VYe just done
“something reallyZdiGue in New
‘Hampshire goverfapenlal history:
‘We've- balauced #ieEbudgel and
dealt vath a Republtan deficit of
really stapgering progigions.”

§tY, Hurling said, he plans {0
remind volers why the tax is nel 50
cenlds: T

“Do | alse wbend to campaipn
bom tune to time, pointing aut that
the Hegublicans failed lo misethe
cigarette tax (by 25 cenfs) and
{hereby set up a situatien in which
we vannot deal with some of the
real needs of the stale? Yeah, tdo
intend to make that wint”

Por Mocton, an incréase in e
cigareite tax seems ke a good way
to address (hose needs and defloct
culd (o his budgel inflicled by Lhe
Legislalure.

" "He blaraes the 58 hayofis.en §3.3
. miYfion in personnel culs ordered
by the Legislabure in June, and he
has had top absoch a separale §.4-

enilbion reduclisn. He faces identi-

cal culs in fiscal year 198, which
starty July 1. Add e fedecat mateh-
ing funds acd the felal loss of dol-

lars rqughly doubles.

t;l‘m very warried about '99,” he
sai

He's frustrated he is pot getling
kelp trap Awvmakers aod Lhe gov-
cmor, “Nebody wants 0 go out

there and have any-laxes; mshody ~ —
wanls to spend more money,” he-
woriters.

told the group ef 30,

“Fhai'’s what the peoblem is”
Morton said awotber. oplien
would be a supplemental hudgey.

Bt he said the Hepublican s
in the Legisiatice ~ House Speakor
Domsa Sytek axd Senate Fresidént

Jee Oclahunty ~ have eo btention
of letting that bappen this sessioasi- -
“They said na sspplementa),¢ he-

said. “f4sten Lo the gowernor aul on
the cagipaign lrail. She'll veta any

supplemental They're already run- -

ping for ‘98 clectisus. There’s nat

‘lixely to be a supplemental. 1'd be

more dencemed they'll cut more”

: <Mhere ix a bill in the House to

raive the cigarelie tax. B¢ p. Chan-

ning Brown, a Lebanon Republi- -
can, wants to rajse the L by 10-

cenis and include cigars and snafl
under the tax for the firel ime-

Put Brown's bl would not help
Modton. The added cigaretie lox
nioney would be used to offsel acul
in the communicalions {ax.

Last vesgton the House agreed
to a 20-cent cigarelte 1ax inrrease,
while the Seaate approved 18 cents,
Instead of rexching a cumpiimise
in the migdle during the canlerenoce
committee, Senale Republicans
managed 1o prevuil entirely on e
cigarslte ax. CE

{Soott Cafvert can be meached al

'224-5301, ext. 304, a7 by e-mall at

scalvert@cemonitor.com.)
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Health
access bill
gets choked
OySCOTLCAMRL

About {50,000 New Ba:rk

shire  residents,
20,000 children,
health Insurance. That’s more
:hanllo rcg:t of the feate’s
opulation. aren’ or
Pugn to uzbg for Meda?axd
buhgannot aﬂm pﬁvate cov-

including

- Yany ’i‘ap up to $80 million a
yesr in fedetal money 20
roughly half these people can

t coverage from private
insurers - without e panny
from the state.

Participants woald
por‘don. on 2 siding s¢ and
collectively contribute another
88oS r}:ars it

0 its & at

ity to :ggrexs a gor
need without taxing the staba
treasury. The state, they
would be foolish not to ;ump az
‘hasc?nk?; legistato lud-
u ©| rs, inclu

ing House Finanee Committes
Chalrman Neal Rurk, fesr the
emergonce of what has been
likened to socislized hes!th
insurance. Not only could
vats insurers be aurt in *ze
process. ¢ritics sgy. but the
state could get stuck with the:
tab if the federal money dned
up.

At the l3st minute, Kurk and. ,

others in the Lepislature:
M See HEALTH - Page A-8

dont have

)

/' Washington has vet to approve.

on Ifdf

FHURSOAT & 11/97

- H&LTH c:mtmued!

blacked the eregtion of the rwnprof-
it New Hampghire Health Access
Co oration. The corporation
have overseen the ‘health
:.nsurance program and dld out the
undsrriting to one or more insur-
sumaers wqud have crear.
rparadon. but'r;,tg board
endent. ¢<orpo-
been mom?ed
after the gener guccesstul, -but
far smaller, Heaithy Kids o X
which covers about 1,800 n
.1 cart’t think atam,' rational rea-
$On 9 turn that down,” sald a fus-
trated Terry Morwn, Health: and
Human Services cdrimigsioner.
Both :he Senate and. House
approved the bill. and, untl
go mvol eg, i sae

are was an opponumtyet =
80 million & year in feders
th no sirings attached.”
gt o
4
gens of New Hmpshire but to
reduce the amounts paid by cities
.and townig end also pata.!s “and

bYie pemon goes to
room, someone has
Thote costs are

r insurance -

the emergen

to pay the b
often reflected in highe
premiums for these who have pri-

vate coverage. And bega
without msuraace afien
receive prevem gt

ecp}e

pursuing the federal money; which

Morton plans to réturn to
{slature next January.
e'assage o! sevaral v~ .

e Lsg'

Their main oppo ‘
to stem from the proa;gr pe

der one outling of th pla.n. a

f:amu of fow earning m

§80 009 could recelve & s sub-

sidy.

“Basically, for the first ﬁme the
state would consider subsmmng
healt{1 tnsura:;\lce for rrudd]e-cl?ss
peo e, a3 well ag poores people”

Kurk. "{ don't understand why
v.ie should be subudimg r.hese peo-
ple.” :

282 698 6362

. Sameone making four times the
?cve rty level - ahout $82,000 fm‘ 8
of four - would pay 75
cent of the premium, with the fgd.
argl money mmg the balance.
'ﬂl;toges earning wnuld py

i

Ano er concern is the !mpact
the program might have on private
ingurers, I people can mapa

ceverage for |
‘%m

ment why
more a private poll
ehabnhty

Rogers, a lobbyist fer g
mereial i msurgg said the

- requirements must guard aga.tnst!

such “migratton”

“Wo want people o be insm'ed,
but if you're t§oina to have a legisia.
tive ¢o! hich will ues pub-
lic funds to subsidize Gnswrance)
you want to do that in 8 way that
doesn't discourage the voluntary
raurket,” Rogers said.

“The concept is great. Just de
ey e

ppone:s say prive cum
nies need not worry. For one m
private insurers could achually
expand their business, since they
could bid on thechmcetoundar
write the subsidized policies,

In addition, mdmdualn«ulﬁnot
participate unless they had gvm
wlt.hout fnsurance for a year
Em d not t:dm

tagn of the

program unless they
had not ofered thelr workers insur-
ange for two years,

That, respond cxities, does ot -
address young adulte and married
couples entering the heaith insur-
ance market {or the firstiima

there is the queslon of
what happens if the federal money
rans out opce the five-year walver

period ends. “We're all quite cog-
nizant of the fact that th talk.
ing sbout cutting (fedeval entitle-

ments, and [ would classify this as
an entitlement,” said Rep. Frank

Torr. a Dover Repubhcan. ,
A more immediate concsrn is
that lawmakers have not had a
{o scrutinize how the inde-

gendem corporation would operate.

efore they consider supportng its'
creatwn, Kk and ot.hegs want the
agzslature to have a chanca to
sig,? o on d:rr.;ntgmmeyd?nggwmz
to ledve ev up to the 14
membec  board, gwgmh would
include representatives of relevant
state agencies, insurers, the gover
nor, the medical community and
the Legslature,

P.04,85
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Sen. James Squirez. a Hollis
Republican, sposcred an amend-
ment in the Senate giving the
o e et
L e pro ¢
dgail& The gsrr?nitme would have
0 aig& oﬂtgn the e.hsbﬂ:m i b;:?égna
as well as the w, € ¢ n's
board would coagtrsct with private
Ingurer ‘

5 .
The amendment passed

Much deyond that, Squires said,

and lpwmakers will de -micro-

inga: “Tt's like a sales-
raan who has o talk to his diserict
roandger every time he wants to

m% te a gale.” o
Sen. Caroline McCarley,'a
Rochegter Democrat, said: *I'm not
sure as legiglators we should be
s\;’s“pect of aomathing that's more of
8 buglaess " o
. Jeanne Sbahee
awmakers for NoL scu Is ya
‘With 130,000 people in Ney
Hampshire lac health nsue
zrce, and 20,000 of tioge being chil-
dren without eccess to bealth care,
the governor is extremely d&s:‘s-
pointed lawmakers didn't aeize the
3y to ¢over half these pec-
our tax%a rs
d Ke-on ny:m,
adviser.
sara , an

low-income single parents, says
lawmakars are bein&a:m-s_u@tgd.
“Tha fallure toPass j bgl,:sgomg
to hurt a Jot of people who need &
little dit of help 30 they can 9
heslthy and stay in the workplace,”
Dustip sald. :

The Leglslature’s move comes
.atatime
insurance markat in New Hamp-
shire s shrinid n% and becoming
mare e::penuve.- lue Cposs-Blue
Shield of New Hampshire cheong
domestic casrier that selly heal
ingurance ta individuals, has raised
rates twice {n the past six months,
citing its growing costs,  °

The result is that for some peo-
ple, private heallh issurance is
even turther ot of telr reach,

Until recently, the bill 16 ¢reate.
the Health Aeccess Corporstion
appesred hoaded for essy passage
into law. After passing the House
and Senate, il returned. ts the
House ate 1ast month 3o membsrs
could sign off on Senats changes.

Moments before that was to -

bappen, Kwk realized what was
going on. ¥rante. he and Com-
merce Committee Chalrman John
Runt ~ neither of whose esmmit-
tees got to review the bill - man.
aged to keep the House frem veting
to accept the changes. :

‘u;extnmegiif 3

a the individus] health -

Senate conference commiites,
whete differeaces in House and
Senate versions are eupposed o be
ironed out. There, both verslons 5\
a very chilly reception. One.of
House conferees wag Tore, who h
de€p. reservations: House Spesker
Donna Sytek:did her best 1o make
sure the bill not get through
in & thrié of her close
geagians and
th' Tory, wha s

; of Kurk's
Finance Committee. ~ "7 -
.. The Senate. side included Sen

" Rishard Danals, 032 of only five

sanatorg wio voted against the bill
uthe Senate, Danalg, a Manches-
ter Republican, had no knd words
whan the conference committee

met: “That's’s major change io the |

way the st of New Hampshire
h:gd!es uninsyred e...We
can't be everything people.”

The negotlations broke down
whan Torr and Dansis would agree

grarnis charces next year in
the Legistature; Heaith and Human
% let the bill die.

representatives,
Praser of Pitts.

ing good about
" he said. Sen.
fiford Republi-

Yeomisitee, chimed
4t'the business of
iment to subsi-

bara French. 3 Henniker Democ.
rat, reminded the gmu% the prob-

“These unin.
0

ot
e
ad

, u -
‘Before the group left, Rep. Bar-
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Huma,n services chlef shocked’ at cuts

Depanment stands to lose $1 00 million

By SCOTY CALWEHT
Mummr staft.

" Morton said he does
what types of services might be cut
or how scverely or whei He will
assess the siation over the next
two manths. '

Gov. Jeanne Shaheen mmd Mor-
ton's sitvation when she announced
she would albow the biidget agree-
ment reached by lawmmakiess Friday
to take efiect - but without her sig-
asture. She reporiedly came close
to veloirg the spending plan.

“This budgel culs the Depart-

ment af Heahh and Human Ser
vices to the bage,” Shaheen said &t

a gress conferenoe yes

ing, women and poor chidren
vot have ax:oc;lzsﬂm merical ﬁ

dget in Fel oy,
vnmended [ inl legishtors give
Morton 429 million less than he had
requesicd.

The budgel hammered eut last
week by Howse and Senate negotia-
lors further reduced that amounl
by €15 miilian more,

Facter .in the dollar-foc-dollar
federal match maney that would be
lost and the funding drop reaches
mare than $100 milbon. The depart-

~ meat will get $2 billan in state and
!edefal money over the nedt two

y

As A
. resultel these addittosal culs work-

“refllects a

"1 was shocked” AMoston said,
Qencribing his resclion when he

found out what Houge and Senate .
" pegotiatars had deae to his budget,
“H you had seen me Thursday &l S -

'cloc&. I never would have expoct- .
&f’ what happesed. 1 didat expect.

up with Ghose. aids

vices,” Kurk said,

-Bul Kurk, a Weave Repub¥can,.

said $10 miifien of the “cul” actually
deap in he department’s
costs expedcdmmsull from acon-
sultant’s study,

- blarton mdnvwmu {l
that savm%a “The
question of whether thal money is
gpxgﬁ to he there 8 unkrawn, and

spending an the possibitty of
an uakmown item Pm not swe (s
the smartest thing ta do.”

Heaith and Human Secvices is

have same. shgh.l redmclmn inser  whether the !..egmhm awmres

{
by for the est stale agenc.y
Ywvep with th]:rﬁuw, 2?2 'will receive
3871 milkon over the bext two years
from the state genera) fund - abaut .
50 cenls of every dollar the state

-Marten canuot cud wiﬂyniﬂy i
he decxdes ﬁmt‘s neeesamy Some.

the necess

What themgepamnm!mukl dois
set up & wait list for programs that
are nol mandated, Morton sald.

One factor in Murton's faver is
his broad $o transfec monay
from oce gocount fo ansther with-
out permigsion from lhe Legina-
ture. ‘But that assumes he has
mzoney left to tramfer

{Scatt Calvert csn be reached at
224-5301, ext. 304, & 1y e-mail 3t
sca!vert@cmn&w‘ eam. )
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3 years

The fonawmg are bagnug,
the 5.6 bdﬂot\ two-yeir com
migo budge

e De cnl: The compre ec:al education costs.

s Dellnquents: Delsys e
the youth reformatery in

biennium with & 3 mllion § ester.
» Spending Pay raises: Money was melud'
2% 9 on i ¢ or pay raiges for 10,000 stata

wmch ts within about 1 percen
the plans proposed by Gov. J¢
en, the Hause and the

o B-evemes: The atate’s s,

‘froopers and six o

urnsg secvices revenues fall g}g’}:amor prapos essentially
¢ Taxes: Shakeen piop funding the 6epaxtment at the 1597
25-cent hike in the tobaceo ével

extending it 10 cigars and
tobacco; the House approved
cent Increage; but the §
sdopted 3 12-cent hike and i ¢j
. taxing cigars and pipe tobacca
compraniise counts on the 12 cents

proposed by the Senate.  ~
~ The compromise alse relies
extending surcharges on taxes
telephane calls, hotel rentals, din
ing out and real estale sales
extends the telephone tax:
melude 8y phone calls and ¢lo
a loophols in the tax on reale ?‘?

sales to generate more revun.h%

s Local ald: The plan

rouphly 11t mlihon mure m;
state ald programs than the ia’ S
two-year budge!.
* Disadled aid: ‘Money wj

vacant pogitions.

wdlng and

as cu! fram the corrections
the budget

sbled adults on a waitng list wh
are in critical '.eed of state se

282 690 £362

f$3 mﬂlion surplus'

‘c ‘Disabled aid shortlell: An
ional $2.6 mdllon was included
‘make up for a shordall in this

ar's sate aid for catasttophxe

. Stat.e troopers: The plas adds
J{-tons so six t:oowa could be reas-

@‘ad o m&dtﬁ ag?!‘{uman Ser-

233 wmillien beyond what the

mr&ngﬁ-ee‘ze: Regquires most
cles to wait 120 ans to filt
‘# State prison: Legisiators and
Baheen ggreed to study prison
syszem needs !ncludmg aver-

the Laconis facﬂ? Another 31 '?
milllon for 200 add.mcmal inmates

it:and put on “hold" elsewhere in

P asdn

P8

TOTAL P.2E |
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' Medicaid Windfall
'Cut N.H. Deficit

State Officials Used Loophole Ny

While Bloating U.S. Budget

By Dan Morgan
Washurgton Post Seatt Wrcer

. The state of New Hampshire isn’t high on
most lists of culprits contributing to the huge
federal budget deficit. ‘

- Long dominated by fiscal conservatives wary
of the evils of deficit spending and big govern-
‘ment—and critical of the spendthrift ways of
neighboring “Taxachusetts™ it is one of only
two states'with neither a sales tax nor a general
income tax.

But since 1991 New Hampshire has been able

to preserve its unique low-tax status thanks
hargely to a loophole in Medicaid law that ena-

bled its Republican leaders to get the taxpayers -

of the United States to cover a yavmmg state
budget deficit.

{t wis 2 scam, no question about it,” said
Douglas E. Hall, a Republican state legislator
who helped devise the scheme in 1991 but now
feels it enabled New Hampshire 1o postpone
dealing with its underlying fiscal problems.
*We're funding our state pudicial system, our
highway program and everything else out of 2
Medicaid foophole, which is being funded out of

* the [federal] deficit.”

In Medicaid, the federal government partially
reimbur§es states for their payments to hospi-
tals, doctors and other provders of care to the

medically needy.

based on a formeala that vanes depending on the
wealth of 2 state, New Hampshire gets 50 cents
See NEW HAMPSHIRE A& Col 1

The reunbarsements . are-

. NEW mpsamn From AL S e
from the federal govemnmt for cvcs) dd—

, « lar'it pags health service providers. . .

_loophole
New Hampshire collected $407.3 million in

spending, Congréss in 1986 barred the fed- .

" eralgovernmert- from. state . faced with choosing bétween the interests |
w inthe 33-"" of their constituents and curbing the -

_ ments to Medicaid- hospi
cess created a loophole. Several states sooo
. discovered that they could pay bospitals as-
" mmuch as they wanted, collect matching Med---
" . iaid funds from Washington and then recov--
€7 3ome of the money they had paid the hds-"
pitals in the forfn of state taxes-or donations. -

i1 In effect, states padded.their paymenis te -
| the hospitals in order to generate more fed- -
eral matching funds, then received 2 lucko K

back from the- ho&p:tafs. e
Using the device in 1991 and’ 1992—the
has since been largely closed— -

additional federal Medicaid matching’ funds
on top of its regular Medicaid stipend from’

" Washington. But only a small amount of the

. e phy in toosting the federal deficit and -
- suggests some of. the problems’ Pressdentf

windfall went to txpandmg Medicaid ser-.

vices to' welfare recipients, the disabled and

the elderly poor, according to hal! a dozcn :

state officials.
-About $50 mxllmn was dtsmbuteﬂ to 27

hospitals,-but most of that money is still i m<

reserve funds and has not béen spent.
“The number of Medicaid.patients in New

f -Hampshire did increase sharply because of
a prolunged recession and new federal re-.
* " quirements to provide Med;cand to pregnant,

_-women and children.

 And akhough the state's Medacaad spend
ing did grow from $227.5 million in 1990 to
$357.8 million in 1992, that growth was.
nowhere near enough to absorb the huge
injectiom. of new federal money—nearly

£200 for €ach of New Hampshire's 1.1 mil-.

hion peaple in the state’s 1993 fiscal year.

 Top state- ofﬁcu;ls don’t hide the fact- that,

- federal Medicaid ‘money was diverted to
other purpnses, appatently legaﬂy

“Ifyou ask me, did we use this monéy to |

create ‘a bigger and better Medicaid pro-

. gram, we did not,” said state Health and

. Social Services Commissioner Harry Bird."
“We did do some things at the margins.”

What the money from federal taxpayers

. enabled New Hampshire to do was balance
its- fiscal 1992 and 1993 budgets mthout_

" _broad ‘new: state ‘taxes or deep spending
cuts. “We used it to balance our budget,”
says state. Rep. Donna P. Sytek, former’

* chairman of -the House Ways and Means

Commuttee, “Probably it wasn't in the spmt
of the Iaw. But it was in the letfer.”

“ lustrates the powerful role parochial inter-

L Clinton facex in trying to tame it.

" one soirce of funds that does not have to be -

- As apposition to.new taxes has increased,

polxtscnns at every level of government’

. have become more Creative in tapping the

“The New Hampshire Medicaid story il

P "”‘“,

~ offset with hxgher tam nor thc borrowmg

: authomyo(tchS.Trusury Serious as_-
the US. deficit may beé to, posterity, At

e smws without dnflicting u:nmednt
_ Ahaadmptuzvnhu:ekcamadmms- € pain.
'tnbou.wh:chmimnglohm:t}d’edmd

~Perhabs for- that ‘reason, ‘politicians who Vx
regu!my spreach fiscal responsibility ‘have - |
regularly. ‘sbandoned their principles when i

KWWQ\
~of the U.S. deficit. e
- 1n 1991, for enmple then—New Hmrp-
ahxre Gov.. Judd.Gregg" (R) took credit- for
.-solving the state’s fiscal crisis, eévep though
<che dd it with: federal Medicaid funds. In
71992, he sccessfully; ran fot the U.S, Senate
Tas a deficit ‘cutter. and self-described *skin--
flint" who -was "going to.stand up and be .
coumcd on the basis of fiscal conservatism.”
“New Hzmpsh:rc Sen. Warren Rudman
(R) inserted provisions in a key Medicaid :
bill dumg the final hours of the congres-
sional session at the end.of 1991 to protect !
‘New - Hampshire’s Medicaid * scheme °
through' Juné of 1993, A co-author of the
Gramm-Rudman-Hollings deficit reduction
law, Rudman_said recently - that he hzd no -

- "My atmude was that if. thats the way
_the game is played,, we ‘! play it too,” he .

said. “If-we were going to have this loop- | .

hole, I'wasn't gomg to see hen Hampshxre»

i &tandndlybv' e S8

* Rudman- and former Democrauc senator -
_Paul E. Tsongas'of Massachisetts now head
"a- new _ public-interest lobby ,pressumg :
Washington:to cut the deficit, . - :

-New .Hampshire's fiscal problems began

with the post-1989 collapse of the Boston-

_ centered high-tech boom. The state weént -

. from having the nation's highest personal
income growth and lcwest unemployment-
rate to leading the nation in welfare cases
and personal bankruptcies. .

* . State finances were hurt by a drastic de-
cline in" receipts from New . Hampsh:res,
_business profits. tax, the state’s largest
‘source of tax revenues; “We got hit worse
. than Massachusetts,” said Hall, a -member -
“of the state’s House Appropriations Com-

- mittee. “When the economy went kaplooey, .
" the bottom fell-out.”
By-late sprmg of 1991, as Gregg and the
legistature got down 1o serious work on the
. biennial budget for fiscal 1992 and-1993 -
that ‘would take effect in July, it appeared
“that there would be 2 1992 revenue short-’
{all of around $35 mitlion. - . = .
-That March, Sytek said, she’ heard about
2 loophole in ‘Medicaid law a} 2 conference -
of state legzslators. “They've got this litle
. scheme and you can use it [the federal mon-

~ey] for highways,” she .quoted 2 Mlssoun g
legislator as telling her. " =+ .~
" *When | went back.to New Hampshxre I
mcnuoned it to Harry Bird. He said it
wouldn't-be ethical. I told the govemor and
" he said, ‘You can't do that.’ But in June we

" were running out of money and the govcm
or said, ‘Let'sdoit." ~ . ;

.By that tirhe, others in state goyernmem

‘regrets about his role;” - . i

v
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| recalled that someone had brought himan~
article about Massachusetts’s. use - of ‘the.
loophole, and Svtek said an official i Rurdis.

"office also” 'had dmmerrd x’te Toophoie,
. ‘bless his heart.” .+ -
The Bush admm:<tmtam had tried 10 :

: block the loophole, but Congress frusirated
" the effort 'by- forbxddmg the socretary of

health and human services from reguta"“g
state taxes on Medicaid providers. . =~ -
As a result, use of the devices expladed. -

.. By 1992, more than 30 stales were vsing ',

.provnder taxes” and pr(mder donations” 10
shift- at least ‘$10 billion in Medicaid cosis

« {rom themselves to federal taxpavers, ac-

I was a scar, no
[qt:eslzon about it.”

cordmg to E] rccent ﬂmd\ b\

N -I\ngh‘ E Ha.l.
Repuh‘m uu lep«h:of

‘Po licy Alxername a Vsa<h.mgxon consilt-
- ing group.

New Hamp«h\rea ‘\{edsca:d Enrame-

ment Fund,” enacted on June 20,1891, was

the result of a deal between Gregg, Bird,
the legislature and Gary Carter, president
of the New Hampchire Hocpﬂal Agsaciation.

. “We had a hearmg and it passed in threc
" days,” Sytek said.

.enhancement fund as a “tax”

For each £100 the ho<pzxa!s pazd into that
the staze

© would send them £106 as'a Medicaid pay-
ment. The state would then claim 2§33 |

federal matchmg payment—half of the tozz!-

.payment. The ephancement find ap;vroach )
- generated $6 for the hospitals and $47 for
© the state treasury, all of it federal money, -

“We figured how much we'd need {from

" the federal goxemmeml then set our pro-

- vider tax accordingly,”

said- Hall, who
stressed that health care cons:deranns d:d

" not play the major role.

In August 1991, the state received its
first federal pa)ment ol $40.5 million’ usng
the device. - :

A U.S. Health Care F'mancmg Admmsstrz-

tion official indicated that the agency's hands |

were tied under the law-at that time. As long

" &5 a state was paying its medical providers in~
.. accordance with an approved state plan, 3s

" New Hampshire was, the federal govemment
) had to reimburse; she said,

As’New, Hampshire's economy kep( de!co

. rivrating in the fal} of 1991, estimates of its

, ‘1992 budget shortfall rosé to $164 million.

| meeting, attended by “all the grand pooh-..
“"bahs of the.House and Senate,” “With the
New Hampshire . Republican -primary “only

* Sytek recalls a-Nov. S, 1991, “summit”

mionths away and Gregg planning to fun for

" the U.S. Senate as a fiscal conservanve. the .
. possibility -of imposing- an income ‘tax or
.. sales tax was not senously consdered she
. ,sasd Smce 19?2 no candldalc Ior gowemor

v

were thmkmg along t‘\c samie |me< Hall .~ha< b«-n ckx't '

Hw:

. Svtek sad- hcr suggni«: was
don't we just cunk upthe rate of the: Med
wad tax” that"had tm:n rc.a:ied '«ewn!
months earbcr R R .
~The groap decided i:i'.%:c'ad on 'a-'s(p;znt

~pew 1ax.on hpspifals, based Q@ Medscard'
- patient discharges, that uauld tmbk the

;ta te government 16 generate tnmg‘\ fed
mtchmx funds to i)l the hole in the.

- budget in fiscal 1992 and. 1993-~-:.'
‘vhsch would have been at least 20 perccnl i
- of the:§ 700 mﬂhm derived from- genen

“revenues in eich of the two years. .-

T, On Nov, 12, the leps!au.m mc-etmg in
.mc-d;} spevial session, easily. approved the™

change. The House margin was 283 to 42.

and the ‘Senate spproved it 1910 3. -

One House member voting against 1! was’

state Rep. William Riley-(D). 2 “history pre-:i

fessor who favors a 2 percent income tax. 1

. thought it was de:pacable.‘ -he’ said. “We.,

don't need 1o dip into this Medrcatd scam’

“because we Haven't !apped one of the bng- B
- gest sources there is: the mcometax. L
-~ But the entire plan was in ,eopard\ in

Washington, where negotiations were wind- -

ing up between Congress. the Bush admin-*

istration and ‘the  nation’s governors over -
legislation that would sharply’limit the abil-’
i1y of states to use such devices.

Working .closely with Rudman, the ?\ew

- Hampshire Republicans were determined 1o .

protect their Medicaid provision until the
start of a new budget-wTiting cvcle this year..
To pet protection, New Hampshire needed

" bill language that would provide a grace pe--

riod for plans that had been enacted and
adopted as late as that November.~ -

" *We argued it with the [Senate] Fmance :

Committee staff, Rudman spoke to [Sens.
Bob]- Packwood -[R-Oré.] . and [then-Sen.

. Liovd] Bentsen {D-Tex.), and Rudman talked
to [then-Budget Director Richard} Darman "

said former Rudman aide Thomas ?olgar

- In the final hours of the 1991 session of .
Congress, the leglslauon passed the U.S.
Senate by unanimous cofsent—avoiding
debate and a formal vote—after Rudman
and dozens of other senators had secured
techmcal changes protectmg their states.

- *Any time we could do something for the

- state we were happy,” Polga.r said, “Thxs
- haj

| to be big.”

provisions enacted ih November
’ 1991 enabled New-Hampshire 1o generate

an additional $366.6 million in federal funds -
for its 1992 and 1993 budgets. About $44
million went to the hospitals and the other |

- . '$322.6 million went to filling the holein the -
- state budget, according to information pro-

vided by the Health Care Fmancmg Adxmn

istration and the state; -
‘State 7 of Health’ and Socxal
Sei¥¥ces” Bird defended the state's actm.

- saying that the fnoney prevented cuts in pro--
- grams~including -Medicaid. Between 1990

and 1993, he said, Medmad went from 15.
pcrccm of u:e state s totaJ budget to 19 per-

and sén?the el b.n\l to l‘rxr Be sand. "
.. Sen. Gregg dnd pat retiirn two Posiae \;ns\,
fo his office requexmx oxnenent. =

lawyer Tom Rath sasd:
" kol hmd-‘mga.g Evenyhsdy st sary [d :
. new taxes]. ‘NoCon my watch' ™ -

“.Notiag’ that. Arkinsas’ and Tenm—ﬁk

home states of Clmton and- Ve Pressdent.

Goreset up p-m'xm 15y fchethes, wmmd :
32l dqnuhmi iere'sa

- The Reagan’ admms.::m s c!x.. 3000 d

JTevenue shanng and other grants 1o 'states -
P had cut'the U8 shive of the New Hazioshure
" budpet. from onesthird ini"the early 188Js ig
i one-quarter - the mt-1980s. The Madicaid -
windall bmught tht fedcm sh::e !nti

:& -
1981 fevel. . '
o *it's d.f“.:ult fo blane rx:s: s.a'e« ,t

ing wch schemes. said Vi wtar Milier: 2 Wasb—

“ingion consutant *Tax wekls: ‘were dovz and
" federal fiscal SUPPOTt was “drying wp. Ret New
" Hampshire is diferent. It's:a wealthy sle

with low taxes and saw the l'aop‘\ak a2 vm
_to continue its pm*dcgcd states” -
"My basic .concern was that the ‘edcral

'gcxemment was _gelting screwed.” 3id’

Rep. Bill Zelff (R-N.H.) who opposed tse of

' the loophole despite Republican lvalties.

" “We balanced the budget with this laophale. .

1 don't think the federal government ¢an’
* .continue to Tun'in this wav,”

Ancther loophole in the program mss Lave h
been the absence of controls over the tse of
federal funds received by the’ hospizals han--

- dhng high volumes of Medicaid patiems. .-

~Only two of the 27 New Hampshire hos- -
pxtzls have spenf what they got, ascording
" to reports submitied to the-state. Ochers
are considering a variety of uses for'it, in-
cluding setting up mmmumty clinies. ~

Concord Hospital is considering using its .
- 43 million to set up a permanent frd, in-
terest from which would be used to pay the.
rent or.depreciation on a hospice to serve -

.-members .of the. community regardless of

their elibility {for Medicaid.

Few if any-of the hospitals have used the
Medicaid windfall to reduce rates to private
patients and insurers. Yet hospital officials -

. acknov.ledge that those rates already in-

clude some or all of the cost of caring for in-

. digent patients.

“We never went into uus thing to mak:

. ali that we ‘ve gotten,” said the hospital as-

sociation's Carter. .

‘Earlier this month, Gov Steve Merrlll -
®R) unveiled 2 new: budggt that relies on
some $100 million a year in federal Med- -
icaid matching funds generated b)' th\:~
state's.payments to hospitals, . ’

“Under the more restrictive 1991 la' m- .
tended to eliminate gimmicks; any tax on

'4!\e hospitals to offset thé payments will

. have to be broad-based and real. The gov-'

emordxdnotrevcaldeuﬂsd‘}mphn.
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" New Hampshire’s DSH Program

How New Hampshire Financed 'its DSH program .

¢ . New Hampshire built one of the largest DSH programs in the nation through the 'k:omblhed useof
h DSH payments, provnder taxes and transfers to and from the state psychiatric hospitals.

*+ _ Provider taxes. New Hampshire originally taxed hospltals and repard them wnth DSH payments
. 50% of which were paid by the Federal government. After laws were passed that limited the use
of provider taxes, New Hampshire changed its provider tax program into a room and meals tax. = -
~ In 1993, New Hampshire raised $346 million from provider taxes, the largest armount second only
. toNew York. The state is currently seeking a waiver from the law for part of this tax. V

. Mental hospital DSH payments. New Hampshire has made DSH payments to its state
psychiatric hospitals, essentially getting Federal matching payments for what would otherwise be
. state uncompensated care costs. This mental hospital DSH grew to $98 million in'Federal :
. spending or 68% of DSH payments in 1895. In the 1996 appropriations bill, the Secretary of HHS
was required to pay up to $54 million in DSH payments to state-operated psychiatric hospltals
The Secretary had mtended to defer-and possibly ‘disallow these payments :

What Was the Effect of New Hampsh:re s DSH program ‘
« - Using these financing mechanisms, New Hampshlre s DSH spending was 50% of its total

Medicaid spending in 1993. In 1995, due to changes in the law, it was down fo 39% but stm the
highest percent of spendmg in the nation.’ ; :

. In 1993, New Hampshrre‘_ led the states in:
o DSH per.state resident ($339 relatiue to the national average of $69),
o DSH per person under 150% of poverty ($1 643 relative to the natronal average of 5269)
and
o DSH per unmsured person ($2,717 reiatwe to the national average of $484)
». - Through DSH New Hampshire ralsed $163 million more than it pald hospltals in 1993 these

funds are surplus and available for states use. One report suggested that New Hampshire used
these funds to build highways. In 1993 its spendlng on hrghways was over 60% higher than in its
spendmg on health . :

.. The total state gain was equrva!ent to 25 percent of the state general fund.
. New Hampshlre hospitals profi ted as well, They gained a net $21 mllhon over their provrder taxes

. in 1993. Some hospitals put these surplus funds into interest- beanng trusts that could generate
income or be used for spemal purposes - ,

. NOTE: Prehmmary data from 1996 suggest that New Hampshrre s DSH spendmg dropped by
over 50% due to the facilicy-specific limits put in place in 1993. .
S 1990 1992 1994 1995
New Hampshire | Total DSH: o | sa2m | s$3om | $292m |
‘ 5 % Medicaid -0 51% - 39% 39% -
All States Total DSH: $14b | $175b | $169b | $180b
% Medicaid - 2% 15% - 12% 12%-.
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‘September 23, 1997

‘Nancy-Ann Min DeParle, Deputy Administrator
Health Care Financing Administration |
Room 314G, Humphrey Building
200 Independence Ave., SW
Washington, DC 20201 -

- Dear Ms:.AMin DeParleﬁ

. Congratulations on your recent nomination to be Administrator of the Health Care
Financing Administration (HCFA). The Balanced Budget Act of 1997 (“the Act”) provides
many opportunities for the development of strong federal-state partnerships on heakh policy
issues, and we look-forward to workmg w1th you, '

~ We are writing today to urge clarification of the Act’s restrictions on the use of Medlcmd
, Dlspropomonate Share (DSH) funding for Institutions for Mental Disease (IMDs) and other
- mental health facilities. The Act limits each state’s DSH expenditures for mental health to the -
state’s mental health DSH expendtmres in FY95 -- both in terms of dollars spent and as a
proportion of the state’s total DSH expenditures in that year. In addition, beginning in FY 2001,
no state may spend more than 50 percent of its total DSH allotment on mentsl health; in FY
2002, the lumtanon is 40 percent, and for each succeedmg ﬁscal year, the lumtanon is 33
percent.

We undcrstand that some HCFA staff have interpreted the DSH mental health restrictions
as requiring a “double hit” - that is, requiring the percentages of DSH mental health spending
identified above to be mulnplzed against themselves to determine the final allowable percentage
of DSH mental health spending. This interpretation is not consistent with the language of the
conference report that accompamed the Act, and House and Senate committee staff have

-confirmed that this mtexpretauon is not consistent with Congressional intent in draﬁmg the law.
In addition, this mterpretamn is clearly i inconsistent wnh the context of the DSH provisions and
: restrxcuons xn the law : :
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S Thank you for your attention t0 this matter. If you have any quesﬁons, please don’t
hesitate to call either of us. In addition, J emfer Urff, Director of Government Relations at the
National Association of State Mental Health Program Directors, and Jennifer Baxendell, Director

of Health Legislation at the National Governors' Assocmuan, would be pleased to prowde any . o
_assmtance youmayneed SR o S , S '

: ..+ .. .. . Sincerly, = -~ ' |

Raymond C. Séheppa_ch o T RobertW Glover Ph.D.

“Executive Director - Lo _Executive Du'ector S
National Govemors Assoc1atxon " .. National Association of State Menta.l Health :
EEREPEEE ‘Program Directors
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' FEDERAL DISPROPORTIONATE SHARE HOSPITAL (DSH) ALLOTMENTS

Five-Year Allotments Final Difference

. House Senate Final From House | From Senate
Alabama 1,185 1276 . | 1302 +17 . | +27
Alaska 45 47 47 +2 +0
Arizona . ' 367 380 406 +39 +26
Arkansas ’ 12 . 12 - 12 o - 0
California ) 4,947 . 4472 4,947 0 +475
Colorado ’ 373 404 - 404 +31 +0
iConnecticut 824 733 . 879 +55 +146
Delaware 16 18 . - 18 +2 0.
District of Columbia ' 104 115 ' 115 +11 0
Florida ' 849 880 - 956 +106 +75
Georgia : 1,144 . 1,186 1,186 +42 0
Hawaii** 0 ' 0. 0 . 0 0
Idaho ] 7 7 7 . 0 o]
Ilinois ) ‘915 948 948 +33 0
Indiana ©o- 907 . 940 940 +33 ) 0
lowa T34 38 38 +4 . . 0
Kansas . 209 ) 143 211 +2 . +68
Kentucky } 617 . 639 639 +23 +0
|iLouisiana 3,547 3568 3,677 T +130 _ +109
iIMaine - 422 .| 373 455 +33 . +82
iIMaryland - 323 335 -~ 335 +12 0 -
[Massachusetis 1,299 1,346 1,346 +47 0
[[Michigan ‘ 1,124 1,165 1,165 ° +41 0
[Minnesota 72 . 80 80 +8 0
[IMississippi - 648 672 . S B72 +24 0
[Missouri - 1,759 1,530 1,094 T +236 . +464
Montana ) 1 1 - 1 0 0
Nebraska 23 25 25 +2 0
Nevada . - 148 184 184 +36 0
New Hampshire 578 . 416 - 666 - 488 +250
New Jersey ‘ 2,418 2079 | 2726 +308. +647
New Mexico : 25 25 ' 25 +0 : 0 -
New York . 6,826 7,076 | 7076 +249 0
North Carolina 1,254 1,300 1,300 +46 -0 ~
North Dakota 4 T4 4 .+ 0
Ohio : . 1,724 1,787 ' 1,787 +63 0
Oklahoma ' i 74 82 82 +8 0
Oregon ; 88 i 98 - 98 +9 0
" [lPennsylvania 2,387 2,474 2,474 © 487 0
Rhode Island 278 . 288 288 +10 0
South Carolina 1253 | - 1,202 : 1,402 +149 +200
South Dakota = 4 4 4 0 0
Tennessee** : 0 0 B g 0 - 4]
Texas . " 3,860 - 3,640 .. 4,265 +405 +626
Utah ) - 17 ) 17 ) 17 0 0
Vermont - 79 ) 82 , 88 +9 +5
Virginia ) 314 326 326 +11 0 -
Washington . 787 - 816 816 - 429 0
West Virginia B 289 300 300 +11° [1]
Wisconsin 33 33 33 0 0
[Wyoming™ . 0 0 0 "0 0



EFFECTS OF MEDICAID DSH PROPOSALS ON CERTAIN STATES

STATE HOUSE SENATE OPTION CHANGE A
Alaska 5-Yr Spending: - 45m - 47 m 47m +2 m (H)
2002 DSH Cut: -20% -15% -15% |
2002 Total Cut: - -1% -1% . -1% -
Delaware 5-YrSpending: | 16m 18 m 18m | +2mH)
2002 DSH Cut: -20% 0% 0% o
2002 Total Cut: 0% 0% 0% |
Florida | 5-Yr Spending: . | 849 m 880 m 880m- | +31m(H)
2002 DSH Cut: -20% -15% -15%
2002 Total Cut: | -1% 1% 1%
Hawaii 5-Yr Spending: -- - --
" 2002 DSH Cut:
2002 Total Cut: . ,
Mississippi 5-Yr Spending: | 648 m 672'm 672m | +24m(H)
12002 DSH Cut: -20% . -15% -15%
2002 Total Cut: . | 2% ~2% ‘ -2% ,
New Hampshire | 5-Yr Spending: 578 m 416m 661m | +83m(H)
2002 DSH Cut: -40% -50% - -8%. +245 m (S)
2002 Total Cut: -15% -19% -3% B
New Jersey 5-Yr Spending: 2.418b 2079b | 2653b | +235m (H)
~ 2002 DSH Cut: -40% 44% 12% | +574m (S)
, 2002 Total Cut: -|  -10% ~11% N -3%
Ohio 5-Yr Spending: | < 1.724 b 1.787b | 1.787b | +63m(H)
o 2002 DSH Cut: -20% -15% =15%.
A 2002 Total Cut: | -2% 2% 2% ,
O'klahomay 5-Yr ‘Spénding: I 74 m 82m - 82m +8 m (H)
2002 DSH Cut; -20% 0% - 0%
2002 Total Cut: 0% | 0% 0% | -
Pennsylvania : SfYr'Spendingf 1 2.387b 2474 b 2474 b 4.87 m (H)
‘ .. 2002 DSH Cut: - -20% -15% - -15%
| 2002 Total Cut: | -3% 2% f 2% -
Texas- 5-Yr Spending: | 3.860 b' . 3640b 4.081b || +221 m (H)
' 2002 DSH Cut: -40% ¢ -35% - “17% +441 m (H)
| 2002 Total Cut: - 1% © 6% V3%
Virginia 5YrSpending: | 314m | 326m || 326m | +12m(H)
‘ | 2002 DSH Cut; -20% -15% - -15% - : '
2002 .Total Cut:: -1% 1% - =1%.

“Option” takes House low-DSH reductions and caps total reduction at 3% of 1995 total spending.
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STATES AND HEALTH IN THE BUDGET -

There is bipartisan support behind a series of reformsthat help states. These include:

.

Unprecedented flexibility in Medicaid: Thrs budget mcludes major provrsrons
that gives states dlscretnon in operatmg their programs, mcludmg

- | Repeal of the Boren amendment

- - Repeal of waivers for managed ¢are’

. Review of the EPSDT benef t to evaluate states’ concerns with the benef t

- Possible state ﬂexrbllrty in cost shanng for optronal beneficiaries and dual

ehgtbles

Net increase in health spending for states. The Medicaid savings in the

budget agreement are $13.6 billion. The chiildren’s health spending — which the

"Administration fought to direct to states rather than to tax incentives — is $16

billion over five years. This yields a net increase in Federal funds to states of
$2.4 brlllon : 4

| Chlldren s mitiative is a state initiative. The Administration has supported

making Governors and state legislatures the chief architects of the children's ,
program. States will have conSIderable flexibility — much more than in Medlcald :

— including:
. NoEPSDT for'beneﬁts y
- Cost shanng for chrldren above 150 percent of poverty

: - Freedom to targetgroups of unmsured children, wnthout regard to -

Medicaid's rules about statewrdeness and comparabmty of benefi ts

- No Federal rules for payment rates hke upper payments hmlts or.
adequacy of rates

- Nomanaged care restrictions -

- . Discretion in sett‘ing‘standards-for health plans and providers
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SUPPOng Matenals for HCFA s top ten
‘ Medlcare Pnonnes -

The att‘a,ch:‘?d."mat{eﬁgls brovides |nformanon requested dunng W}nte H<:::.:.1"s‘e Confetféncéc all 7;22 o

1) IME, GME DSH Carveout from managed ca.re rates and why DSI-I is needed

2) Ratlonale for Hosplta] Transfer pohcy - L - ‘
L3) Aﬁ‘ect of DSH cut on Public H‘?.SE“?I.S s_‘; o

9 MSP ...W/J( il

- 5) Pﬁyate\Cént'ra‘Cts and (;‘opsun'viefll’fotéc'tigz:is.;f B

6) DME upgrade" o | j .

a ";‘7) Summaxy of Prowsxons that hurt bemﬁcxa?xeéi. -

: 8) HCFA Admunstratlve Resources o
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Ta]kmg Points on DSH- Ca.rve~out

o We are opposed to carving out only the GME poruous out of the AAPCC rate, and not
- the DSH portlon as well. 4

o  -There is no fair rationale for only carvmg out GME from the AAPCC and not DSH, and
" only guaranteeing additional payments to teaching hospitals and not to DSH hospitals.
- Both teaching and DSH hospitals are entitled to additional reimbursement under
" traditional FFS Medicare for their unique missions, one to teach the future generations of
physicians and conduct medical research, and the other to-provide services to low-income
individuals that may have few other optlons for recelvmg medxcal care.

o0~ DSH providers are already set to bear significant cuts in their payments under the .

Balanced Budget Act. They will bear all other hospital cuts as well as the phase-in of a 10~ .

~ percent DSH cut over 5 years. These cuts could potentially Iead to decreased accessto
"health care for many vulnerable populations.

0 Teaching and DSH hospitals have suffered in recent years from the growth in Medicare
. 'managed care for two reasons: 1) when a beneficiary joins 2 managed care plan, teaching
~ and DSH hospitals are no longer entitled to Medicare’s DRG payment rates or the :
- additional payments for IME and-DSH, and 2) managed care plans often direct panents
" away from teaching and DSH hospitals because of thetr ‘higher costs.

o  The cawe-outfngeback proposa] does not only pay teaching and DSH hospitals for
_services rendered, but it puts them.on a more even playing field for competing for
y managed care contracts. With the expansion of Medicaid managed care in recent years
“this s eSpeclally important for DSH hospitals.

0 Approximately 66 percent of teaching hospltals are also DSH hospitals. Those hospitals
in particular suffer a severe competitive disadvantage when trymg to compete for man.aged
care patients because of the high costs due to their diverse missions. Providing
supplemental GME funds through the carveout will only partially help-these mstxtunons in
terms of ﬁnancwl wabﬂlty end for competing for managed care patients. :


http:alk.i.ng
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Talkmg Pomts on Hospltal Transfer Prowsmn in House Blli

® - When hospital prospecnve payment was estabhshed in 1983, the rates were based upon ?
"~ prevailing patterns of care. At that time, few Medicare patients received care in post- -
acute settings. Most panents stayed in the hospital until they were well enough togo
home. i

@  Since then, pattems of care have chang'ed dramﬁﬁcally Currently, 40 percent of Medicare

!  patients who are hospxtahzed receive care in a post-acute setting.. Medicare expenditures
for post-acute care now exceed 15 pcrcent of all Part A spendmg Meéanwhile, hospital
lengths of stay have been declining.

® - Hospitals have used the increase in avaﬂabzhty of post-acute care to game the system.
When they discharge a patient for post-acute care, some of which used to be provided’
in the hospital during recuperation, they still keep the full payment. Meanwhile, Medicare
pays twice--it pays the hOSplta] fori mpatlent care but also pays for additional careina.
post-acute settmg : :

® Furthermore some hosplmls also game the system on both ends. of the stay by discharging’
patients to post-acute settings that they own, thereby receiving a DRG payment for the
hospital stay, as well as the cost-based rcunbursement for the post-acute care. dehvercd in
one of its own fac:lmes N

®  The hospxtal transfer pohcy would keep Medlcare from paymg twice when hospxtals '
: redefine what they provide. For panents that have a shorter lengths of stay than average
 for the casemix group and who receive post-acute care, hospitals would receive a reduced
payment; this payment would be the same as if the patient were transferred to another
. hospital.' Only hospitals that “game” the system and push patients out significantly faster
than average would see their payments decline. Hospitals could elect to provide the
recuperative care until almost the average length -of stay for the casemxx group and recewe
the full payment e ’
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- DSH Cuts

Scnate proposai Reduce DSH payments For the penod 10/1/97 to 12/3 1/98 by 4 percent;
in CY 1999, by 8 percent; S
in CY 2000, by 12 percent;
 in CY 2001, by 16 percent, .
in CY 2002, by 20 percent

o Dzsproporuanate Share Hospna] (DSH) payments under Medicare go to those hospitals
~ serving a large proportion of low-income patients. Many of these hospitals have higher
costs than other hospitals because they are located in poor inner-city areas, have higher
uncompensated care costs, and serve a patient population that tends to be more costly.

o Reéducing DSH payments will cause many hospitals that serve as the health care “safety -
~° net” to suffer dire financial circumstances and-threaten access to care for the poor and.
- uninsured. Because of uncompensated care, their costly patient populanon, and the
dwindling cross-insurer subsidies these hospitals tend to be very close to the financial
edge. ProPAC found that more DSH hospitals in large urban areas had negative total
hospital margins than almost any other hospxtal category. -

o ‘Reducing DSH payments will also affect public hospxtals more than private hospltals
: While DSH represents about 6 percent of PPS payments overall, for urban pubhc
hospnals DSH makes up about 14 percent of PPS payments.



~JUL-22-1997 21:13 ° 5cFa-OLIcA S | 2B265S08168 . P.OS

Phxsician Private Contracts with Medicére Beneﬁi:iaries

Secnate Bill: The Senate ball would allow physicians who do not provide items and services under
Medicare to enter into private contracts with beneficiaries in the traditional fee-for-service -
program whereby the beneficiary agrees not to submit a claim to Medicare and agrees to pay the
physician entirely out of their own pocket, even though the service is covered by Medicare. The
Senate bill waives current law balance billing and claims submission provxs:ons for services '
provided to beneﬁclanes where a pnvate contract exists,

Discussion: Aﬂowmg private agreements would havc the followmg major adverse consequences.

1)
o
o
)
.0"
0.
o]

ents would allow physicians to expl xrvu]n rable neﬁcl

Private agreements are licenses for physicians to extort beneficiaries: "If you want

‘me to treat you, you'll have to sign this agreement which means that you'll have to

pay whatever [ want to charge and you can't submit a bill to or collect anythmg

- frorn Medicare",

, Beneﬁcian'es dependent on their physician may not be feel that they are able o

challenge the physician for fear of risking their relationship with the physician.

They would feel compelled to sign the agreement and adhere to it." Allowing .

private agreements hardly sets up a lcvel playing field between the physician and
the beneﬁmary

meaningless the Medicare coverage thex‘ have paid for.

Private agreements would expose beneﬁctanes to full E1abnhty out of thezr own
pocket for whatever amount the physician charges, if the beneficiary adhered 1o it

and did not submit the claim to Medlcare }

‘While beneficiaries would be responsxble for the physmxan s unlimited charge, they

would not even be able to collect Medicare's 80 percent of the fee schedule for the -
service as would occur if assignment was not accepted. A private agreement is
much worse for a beneficiary than not havmg assxgnment accepted.-

~ The value of a beneficiary's Medicare coverage would be seriously undermined.

. Beneficiaries would be paying for Medicare coverage but would not be able to
_receive reimbursement for Medtcare covered services prowded by aprivate
agreement physxcxan : : ,
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Page 2.

(3)

mc&bx-semce bgsm if Medxcare were to pay it's 80 percent of the fee scheduleto a '

beneficiary.

. ©

4

- In this case; physicians would have strong mcentwes to have pnvate agreements
thh all their beneﬁc1anes o

_ Thls would eﬁ"ect;vcly repeal balance billmg hnuts which were one of the key

elements of physician payment reform in 1989. If balance billing limits are to be
repealed in a back-handed way, then the other key elements of the 1989 physician

~ payment reform deal should be revisited, in partzcular the Medicare physician fee

schedule.

"This would also rapidlv convert the traditional fee-for-service Medicare program

10 a defined contribution program (i.e., Medicare would pay the beneficiary & fixed
amount for each service and thc beneficiary would be’ respon51ble for all charges

~above that amount).

This provision is not needed because physicians can currently enter into private
. agreements with beneficiariies who decide not to enroll in Medicare Part B. About 5.

. percent of beneficiaries do not enroll in Part B. There are not balance billing and claims
submission requ1remem< for senior citizens who do not enroll in Part B. ’
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Attachment: Prvaie Agreements are Not Al owed Under Current Law

1In the traditional M@dscare, fee-for-service prcgram, which CBO prolccts will cover 85 percent of
beneficiaries in 1998, physicians can accept assignment ona claim-by-claim basis.

Acceptmg assignment means that the physician agrees to take the Medxcare fee schedule as
payment-in-full (i.e., not to cha:ge more than the fee schedule). In this case, Medicare's payment '
of 80 percent of the fee schedule is made to the physician‘and the physician collects only the 20

~ percent coinsurance (and any deductible) from the beneficiary. Participating physicians are those
who sign agreements with Medicare to accept assignment for all services provided to Medicare
beneficiaries for a year. In 1996, 98 percent of Medicare physician dollars were furnished on
a551gned basis (91 percent were furnished by participating physxc:ans)

If assxgnment is not accepted, (1) the phys:c:an completes a claim form a.nd sends it to Medicare
on behalf of a beneficiary (claims submission), and (2) the physician is limited to charge no more
than 15 percent above the Medicare fee schedule amount (balance billing amount). Medicare pays
its 80 percent of the fee schedule 10 the beneficiary who is responsible for paying the physician up
.0 115 percent of the fee schedule (the 80 percent received from Medicare, the 20 percent
coinsurance and balance billing amounts). In 1996, assignment was not accepted for claims
representing 2 percent of Medicare physician dollars.

‘Some phys:cxans beheve that they can circumvent current law balance billing and clalms
submission prows:ons by requiring beneficiaries to enter "private contracts” with them. Private

. agreements require that as a condition of receiving services from the physmzan, the beneﬁma:y
must agree not to submit a claim to Medicare for the services. In this situation, beneficiaries
obligate themselves to pay the entire bill out-of-pocket without even collectmg the amount that
Medicare would pay if a.smg,nrnent w3as not accepted '

Private agreements purport to have the beneﬁcxary ‘opt out" of Medicare on a physician-by-
- physician basis, even though the beneficiary has Medicare coverage and the services provided are
-covered by Medicare, However, ‘Medicare does not recognuze private agreements as having any
legal validity. Medicare has take a strong position that statutory beneficiary protections cannot be
negonated away by 3 pnvate agreement with a physician. .

The overwhelrmng majonty of physmans who treat Med:care beneficiaries comply wuh the law.
When violations are found, Medicare first attempts to persuade the physicians to change their
. practices such as by reducing their charges and making refunds to patients of excess charges and
~ submitting claims to Medicare. Those physicians who refuse to abide by the law subject
themselves to the risk of sanctions such as civil money penalties and exclusion from Medicare.
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Physician Private Ag[geménts with Medicare Beneficiaries

Private agrecments wouid be aliowed under thé folloiving terms:

SOME

)

@)

The physician would have to disclose to the carrier that fora penod of time (ar. least 1
year) the physician would “opt out” of Medicare and provide all i items and scmees to
Medicare beneficiaries orly through pnvate agreernents :

To be valid, a pnva.te agr&ement would need to be a wntten agreement, dated and signed
by the beneficiary before services are rendered; with a copy provided to the beneficiary,
clearly indicating in plain 2nd simple language in pnm large enough to be read by

Medicare beneficiaries thct thc beneficiary:

+ | Agrees not to subrmt a bill to. Medicare, even though the service would be covered-

by Medicare if the bdl were to be subrmtted

+ Agrees to be personally and fully respoxisible for payment of all services furnished
by the physician out of their own pocket or through pnvate insurance, without any
rexmbursement from Medlcare S ,

+ Achlowledges that Medxgap or other. pnvatc insurors may not make any payment
' because no paym;m s made from Medicare, and ‘ : : :

+ Acknowledges that they have the right to receive services from other phys:cxans
- for whose services would be paxd by Medicare. :

" Ifa bencﬁciary_'subrrﬁts 2 claim toMedicare, 'ei:ther: (policy decision to be made) - -

(a) The claim would be denied (i.e., all beneficiary submitted claims wog.ild be denied on
the presurnption that they are services covered by private agreements or the claim would
be subrmtted to the carmer by the physxcxan)

(b) The claim would be accepted the Medicare payment amount would be paid to thc

beneficiary, and the carrier would send a notice to the physician indicating that the private

agreement had been invalidated, that balance billing limits- apply and notifying the
physician about makmg refunds to the bcneﬁaary for amounts in exoess of the balance -
billing limit. . , ,
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: SEC 5613 PRIVATE AGREEM;ENTS FOR I'I‘EMS AND SERVICES
7 (a) N GENERAL --Tu e XVHI of the Socral Secunty Act (42 U S C 1395 et seq) is
amended by msertmg aﬁer secuon 1804 of such Act (42 U S C 1395b-2) the followmg |
| "PR.[VATE AGRMNTS FOR I’I'EMS AND SERVICES -
E Sec 1805 (a) N GEI\ERAL -Nothmg in ﬂ'ns utle sha]] profnblt a physm:lan from
; eneenng into a pnvate ag:eeme'n wzth an mdmdual who is enmled to beneﬁts under pan A or -
4Venrclled under part B under the followmg rerrns -
‘ "(1) ’I‘he physzmen shall dnsclose to. the ‘camer' before the begmmng of a year (m a
manner specrﬁed by the Secretary) that for the followmg year the physxcmn wﬂl provxde all
- d‘xtems and semces to all mdmduals under thrs ntle on y through pnvate agreements Such
‘physwlan shall have a »ahd quue 1dent1f er as specxﬁed under secuon 1842(r) :
’ "(2) For purposes of paragraph (1) pnvate agreements sha]l be wntten, dated and |
sxgned by the mdmdua before a.ny 1tem or semce is rendered thh a copy drowded to the
. mdmdual clear!y mdrcatmg in plam and snmple language and m& prmt large enough to be N
'5 "‘j ‘read by mdmduals under tl'us txtle that the mdmdual e B
| _ : "(A) Aerees not to subrmt a clmm (or to(reqeest that the physrerad sebrmt L
: a cielm) under thxs txtle for any nem or semce ﬁ.xrmshed by the phys:cxan e§en
T h . ',though the 1tem or sendce would be covered under t}ns txtle 1f the claun were
" isubtmtted under t}us nﬂe L | | |
| "(B) Agrees to be personalIy responsxble for ﬁm peyment elther out of
- rhelr own pecket or through pnvate msurance (1f' applrcable) for of all tterns and :

. semces ﬁmushed by the Physman vnthout an'y relmbursement under thrs ntle and

a acknowledges that any claim submnted by the mdmdual under thrs mle w111 be
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. ,dénie;i'és 2 non-covered service, :
| "(C) Aclmov;ledges that there would be o hrmts on what 2 phys‘zczan can

. charge the mdmdual and that the lm‘uts under sectxon 1848(3) are not apphcable

"(D) Ack rwwledges that Medxgap plans under section ]882 or other
| '_nnsurance which is supp]cmcntal to this title may choose not to make any payment

' .<because payment is not made under thxs ntle and
“(E) Acknowlcdges that they have the right to receive services from other
phyéicians Awhocue items Oi' serﬁces would be covered under tﬁis title'

"(b) APPLICATION OP SECTION 1848(3) --Sectxon 1848(g) shall not apply only wnh
respect to an nern or semce furnished to an individual under a prxvatc agreemem fully meeting the
terms descnbed in subsectxon {z).".

(b) CONFORMING AMENDMENT. --Secnon 1862(a) (42 U S.C. 1395y(a)) of the
Social Secumy Act is amended-- - |

- (jl) by striking "or" at the etxvd. of paragraph (14), -

(1 1)

" 2) by striking the pefiod at the end of paragraph (15) and inserting "; and .
(3) by addmg at the end the following paragraph: |
"(716') which are for items or services which are furnished pursuant to 2 private
agreement dfeséribed in section 1805(a).". |

(c) EFFECTIVE DATE --The amendments made by this section apply to private

agreements covering items and services furnished on or after January 1, 1998.
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Medicare Provisions which Compromise Beneficiary Protections

o _ Outlined below are prowsrons inc uded in the Repubhcan Medleare agreement winch would
. compromise beneﬁcxary protecno'rs : ~ .

1. Private Fee for Service Plans. The Republican Medicare agreement includes a private

 fee-for-service option under the Medicare Choices program. The Administration supports
increasing Medicare beneﬁcxaxy choices but does not support putting beneficiaries at risk
of substantial out-of-pocket costs. The proposed private fee-for-service option lacks
beneficiary protections such as quality requirements, limits on the‘ beneficiary premium,
and limits on-what a doctor can charge a beneficrary As all of these protections apply to

- current Medicare risk plans; the questron remmns why these plans and beneficiaries should
be treated dﬁerenﬂy ‘

2. Med:gsp The Repubhcan Medxcare agreement fa.tls to guarantee Medlgap coverage for :
beneficiaries who try managed care and does not prowde Medrgap options. for newly '
Medrcare«ehgrble dxsabled beneﬁcranes : o : :

a2 . Assure Medrgap C overage for Seniors and Dr.sablea‘ Persons who Try Managed Cwe
Currently, Medicare ben¢ficiaries who' disenroll from health plans are not guaranteed

Medigap coverage. Beneﬁcmnes therefore are reluctant to try managed care since they . | v N

may not be able to get Medigap aga.m if they disenroll: The Administration’s proposal
~ addressed this problem by guaranteeing Medigap coverage.to all beneficiaries who
disenroll from managed care zmd makmg Medxgap part. of an annual open enrollment 2
: process ‘ , 3 .

The Repubhca.n agreement. fads 0 address thrs Medrgap problem The Republxean _
. agreement differentiates between Medicare members currently enrolled in managed | -
- care and beneficiaries currently in traditional Medicare. For beneficiaries who are o
. currently enrolled in managed care, the agreement provides no guarantee for
Medigap coverage. Beneficiaries who join a health plan in the future, however,
-will be assured Medigap coverage if they disenroll in the first twelve months. - This .
Medigap protection for new managed care members applies only once - to the first
time & beneﬁcxary chooses a health. plan The Repubhcan agreement fails to
address this Medigap coverage issue in a meaningful way. Further, the Republlcan
agreément fails to encourage Seniors and disabled persons to take: ‘advantage of ©
Medicare choices and, by failing to guarantee Med1gap coverage places
.beneﬁmanes at nsk of unexpected out-of pocket costs. : L
-b. No Caverage for Newb* Enroliea' Dzsabled Persons Currently, dlsabled persons under ‘
- age sixty-five are not guaranteed Medigap coverage. The Administration addressed this
problem by guaranteeing that disabled persons, like Seniors, may purchase Medigap When .
they become ehg:ble for Medxca:e The Repubhcan agreement fmls to guarantee lssue ‘
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Medxgap coverage for newly enrolled disabled Mcdxcare members This means that -
Medigap insurers could continue to deny coverage to disabled people or charge
- unaffordable premiums. Disabled members, therefore, face unexpected out-of-pocket ’
costs as they may not be zble to obtain Medigap coverage. ‘The President’s plan follows
* the lead of eleven states which have already guaranteed Medlgap coverage for chsabled
persons.

3. Medical Savings Accounts (MSAs). The Republican agreement establishes a MSA
- demonstration for 500,000 beneficiaries. Beneficiaries in this MSA demonstration will be
required to buy an insurance plan with a deductible of up to $6,000 and will deposit the
- remaining funds in an account. .The remaining funds, after the purchase of the insurance
" plan, may be withdrawn to pay for medical expenses. The beneficiary may also withdraw
funds, subject to a penalty, for non-medical expenses. The Republican MSA. o
demonstration places beneficiaries in a precarious position. If a beneficiary experiences an
unexpected illness or accident, they may not have adequate funds in their medical account
to make an Out-of-pOCket payment as high as $6,000 when fhey require medical care.

4. . Mammography Copays. The Repubhcan agreement requires Medxcare beneﬁaanes to
paya co-payment for mammography services. The Administration does not support
. requiring women to make out-of-pocket payments to receive cost effective-and essential
‘mammograms. Research indicates that cost-sharing deters women, particularly lower
" income women, ffom getting marmnograms The Administration is committed to women -
taking advantage of this important and effecnvc prevennve benefit without addmonal out-.
of-pocket cost. -

5. Durable Medlcal Equipment (DME) Upgrade. The Repubhcan Medicare agreement

, allows durable medical equipment (DME) suppliers who accept assignment to bill -~
beneficiaries beyond their 20% coinsurance for “ypgraded” DME items. This breaks a
long-standmg precedent of providers who accept assignment accepting Medicare. as

payment in full. The Administration recognizes the potential for suppliers to take
“advantage of beneficiaries by promoting the sale of items that are upgraded, placmg
beneficiaries at risk of substantial out-of-pocket costs. Further, the provision is
‘unnecessary since beneficiaries already have the opuon of choosmg upgradcd DME on
unaSSIgned claims: .

6. ’anate Agreements Between Physicians and Beneficiaries. The Republican agreement
‘ allows physicians who do not participate in Medicare to require beneficiaries to enter into
_“private contracts” with them in order to receive services. In &gmng the agreement, the
- beneficiary agrees not to submit a claim to Medicare for the services. The beneficiary .
- would be obligated to pay the entire bill out-of-pocket, without collecting any money that
Medicare would have paid, even though the beneficiary has full Medicare coverage.
‘Under this proposal, beneﬁcmnes are at nsk of substanual out-of-pocket payments

7. Establlsh $1,500 Ph)’SICRl and Occupatmnal Therapy Cap. The Repubhcan proposal
- establishes a $1,500 limit to apply to PT/OT that beneficiaries receive in rehabilitation
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» agenmes skllled nursmg faqhnes home heaJth agencxes and physwxan oﬂices The

* Administration opposes this provision which would either increase out-of-pocket ‘

. payments or result in 8 significant reduction in services. The $1, 500 limit represents 15-20
PT/OT visits. In many cases, an individual who has suffered from a stroke has 35 visits.
In order to receive these services integral to their | recovexy, the beneﬁclary would have to
pay for the remammg visits out-of-pocket T B
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Slgmficant Resources Needed to Implement New Provxswns in the
Reconcﬂlatmn Bﬂl :

- MEDICARE

The FY98 Reconcmatxon Bills currently bemg consxdered by Congress include some of the most
comprehensxve changes made to the Medicare program since its inception in 1965, Not only do
the bills cut $115 billion in spending over 5 years, they also make significant structural changes to
the program. The Health Care Financing Administration, charged with administering the :
Medicare program, will face a significant challenge in implementing these provisions. Current
_resources will not-be sufficient 10 implement the propoéals eﬁ‘cctively :

There is significant precedem for funding such admnmstranve costs thmugh the Medicare trust
~ funds. In addition, given the lzck of flexibility in discretionary funds, this type of approach may be
the only way to fund the resources needed to ensure the Medicare proposals are implemented '
~ smoothly and efficiently. In the past, projects such as the Medxca:e Integrity Prograrn and Social
Health Mamtenance Orgamzauom have been ﬁmded in this manner.. :

Some of the new .or s;gmﬁcantly mod1ﬁed proposals ciompared 1o the President’s plan submitted
in February are outlined below. In order to implement these proposals quickly, HCFA needs
additional resources. These represent only a portion of the new. or substantially modified
Medicare proposals yet they require about 5120 million to 1mp1ement in FY98

COMBINED COSTS

"To implement the new or substannally modzﬁed proposals-for Medxcare Medicaid (33.5 million)
and the Children’ s Health lmtxame (86.5 mﬂhon) combined, HCFA would need over $1 50 .

rmlhon
Senate Medicare Provisions:

Move PPS Update to Calendar Year. While moving the entire PPS rate to a calendar year
~ would be implementable, simply moving the update will create a heavy administrative burden.
The PPS rate is derived by accounting for the effects of all changes to the rate, such as the wage
index, DSH, the update, and others. A final budget neutrality factor then is applied. All new rates
“must be published as proposed and final rules. Therefore, if the update is applied at a time that is
different from other changes (such as DSH), a proposed and final rule for both rates are needed
(for a 10/1 effective date and al/l effective date) T}ns presents a consaderable drain on HCF A

"ot all of the new and substantially modified Medicare proposals are discussed in this =~
paper. The attached list of Medicare proposals would require approximately another $20 million -
to implement. Hence, the Medicare ($140 million) and Medicaid ($3.5 million) proposals, and the
Children’s Health Imt!atlve (86.5 rmlhon) would rcquxre about $150 mﬂhon to xmplement
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c resources both for HCFA staff 2nd for contractor resources to make appropriate changes to the :
_ claims processing systems. HCF A staff estimate that an addmonal 3860 000 will be requxred to
develop and pubhsh an addltloml rule in 1998 o . 3

. Beneﬁcmry Copayment for Part B Home Health Services. ngmficant changes to the reglonal
home health intermediaries (RHHIs) claims processing and accounting systems would be required.
In addition, RHHIs would need to instruct home health agencies on methods for collecting and

.foxwardmg the $5 dollar copayment. Beneﬁmanes also must be educated as to which home health
‘services required the. copaymem HCFA staﬁ‘ estlmate that over 31 million will be requ:red to
accomplish this i in 1998 ' . :

‘Demonstration on Income-Related Part B Deductible. HCFA would be requxred to conduct a

- demonstration in which individuals who would be subject to the income-related premium could
elect instead to have an income-related deductible. HCFA estimates the cost assocuated with this
demonstranon would zotal apprommately $2 million in 1998.

Both House'& Senate Medxcsre Prowsnons: i

- Gradual Reallocation of Home Health from Part A to Part B. This requires the Secretary to
conduct yearly estimates of' 1) :he amount of home health services that would have been paid

* under Part A, if Part A home hezith services were all home health services, and 2) Part A home

" health services were limited 10 .post-institutional stays, up to 100 visits. Such estimations are

* complex to determine and would entail sxgmﬁcant computer systems changes. Slgmﬁcant HCFA
resources, such as full-time employees dedicated to conducting the yearly estimates, also would
be necessary. HCFA estimates that $2.5 million in addmonal resources would be requu'ed to
implement this provision in 1998 alone.

- Establish PPS for Rehabilitaxion Hospitals. A considerable data collection effort would be
needed to determine classifications and payment under a PPS. Formats for reporting cost data
(coding system) would need tc be developed. HCFA then would instruct hospitals on the new
coding system. Data collection would be required for at least a year to-create the PPS.

Developing and implementing the actual PPS, based on the data collection efforts, would demand
significant agency resources. Annual collection of bill data and cost report data under the PPS -
also would utilize agency resources. HCFA estimates about $12.5 nmlhon in additional resources
are reqmred to lmplement this provision in 1998.

- Lab Specxahty Camers HCF A would be required to desugnate up to S regional specxalty .

' carriersto process carrier-paid laboratory claims (except for physician office labs). A transitionto

* specialty carriers for a subset of lab claims would be very burdensome administratively and”
expensive to implement. HCFA estimates a cost of $41 mlllnon based on experience with the
DMERC:s. .
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Data Collection and Processmg Requu-ements Related to Risk Adj ustment HCFA would be
_ required to collect and process encounter data submitted by managed care plans in order- to risk
adjust payments to those plans. HCFA estimates a cost of $7 million in 1998. -

Periodic Audmng of ACRS ‘The Secretary would be required to annually audit financial records .
(including data related to utilization and adjusted community rate (ACR) proposa s) of at least
one-third of Medicare Plus/Choice plans. HCFA estimates a cost of 34 million for 1998 audits.

Additional Plans to Certify and Monitor. Because of the less stringent definition of provider
sponsored organization (PSO) under the House and Senate bills, HCFA would have to centify
and monitor a greater number of Medicare Plus/Choice plans The Senate bill also includes

 private fee-for-service plans as an additional opuon HCFA esnmates a cost of SZO million to -
certify and momtor addltlonal plans in ]998 : S SR

- Other Demonstratwns The o:.ia call for the 1mplementatlon of more than 20 new :
demonstrations and research projects, covering the spectrum of Medicare. - Some of these mclude
~demonstrations on telemedicine, the income-related Part B deductible, and the project to establish

a PPS for long-term care hospiizls. HCFA estimates a cost of $25 million to conduct all of the

demonstrations and pro;ects in 1958,

Medical Savings Accoums. Both the House and the Senate bills require a demonstration of -
MSAs. The House bill limits participation.to 500,000; the Senate bill to 100,000. HCFA
estimates the cost of implemenung and evaluating the House demo to be $9.3 million, while the
costs of implementing and evalwung the Senate demo to be $6 xmlhon !998 costs for both will

total 34 mllhon

M:EDICAJ])

The Senate and House bills call for more federal oversxght into managed care operat:ons than the
Admirnistration had requested. The Medicaid provisions listed below would increase HCFA's
oversight duties, regulation drafting, and techmcal advisory duties beyond what HCFA
annczpated facilitating the need for $3.5 million in addmonal appropnanons :

" Senate Medlcand Pravns:ons

State Contracts. The Senate bill has‘réquireme'nts on State managed care contracts includixig a. .
new default enrollment process that requires States to select pla.ns with providers: who have a
history of serving Medicaid or other poor beneﬁcxanes

Access Standards for Managed Care Plans. The Senate bill prowdes specific plan access
standards including provzder—enrollee ratios and max:murn travel times. HCFA wﬂl have to draft

" new regulations.

A
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Incentive Program for Managed Care Plans. The Secretary and the State would establish a
program to award managed care olans with incentive payments, public recognition, or new
enrollees. HCFA would have 1c provide consxderable tcchmcal assistance to operate t}us

program

Sanctions. The Senate bill provides that States or the Secretary would éstablish sanctions against
managed care plans that substantially fail to deliver necessary care. The State would establish
sanctions against plans that repeated y fail 1o deliver necessary care

Protection for Provnders Managed care plans are prohxb:ted from d1scnmmatmg aga.mst a Q
provider solely based on license i he or she is vahd under State law :

House Medicaid Provxsnons

Grievance Appeals Board ‘The House bill requires plans to have a grievance appeals board
made up of plan representatives. consumers, and health experts to resolve dlsputes in 30 days. -

Both HOuse & Senate Medlca;d Provisions:

Fraud and Abuse. States would be required to have confl;ct«of-mterest safeguards with respect
to officers and employees relating 1o managed care contracts that are at least as effective as
Federal safeguards that apply tc procurement officials. HCI-‘ Awill have to wme regulations
prowdmg deta.tls as to what is z -\,cnfhct : : :

Monitoring Marketing by Manage Care Plans. Managcd care plans are prolub:ted from
distributing marketing materials thet contain false or misleading information. No cold calls or tie-
ins with other insurance are permitted. Each plan must market its entire service area.

Exclusion of Certain Managed Care Plan Employe&s A plan'iriay not knowingly have a

director, officer, or person with more than 5 percent of equity who has been debarred or
suspended by the Federal government. :

CHILDREN’S HEALTH INITIATIVE

" Both the House and the Senate bills create a new Children’s Hea.lth Imnauve to be admxmstered
by BCF A Program costs are, estunated at about $6.5 milhon. :



codULm22m1937 2118 GCRE-ULIGA. o . . sseo08168  P.18

~ Additional Medicare Proviéiohs to be Paid for out of the Trust Funds

" These provisions are 1ot § SUMMITIET ;z-*'d in this package but their cost is included in the $1 50 million .
number on page one of * ‘Slgmﬁcmt Resources Needed to Implement New Prowsxons in the
Reconciliation Bill. ”

Commission on Long-Term Solvency of Medicare Program
Senate Sec. 5021

House Sec. 10721

Not Codified

Permanent Excluswn for those Conwcted of 3 Heajth Care Related Cnmes

W & M Sec. 10301 ’
. Commerce Sec. 4301

Title XVIII Sec. 1128 (©) (3)

Advxsory Opinions Regardxne :self-Refcrral
W &M Sec..10309 e S
Commerce Sec. 4309 -

Title XVIII Sec. 1877 (g)

Nondlscrlmmatlon in Post- Hmpua] Referral to HHAs

" Commerce Sec. 4310
Title XVIII Sec.. 1861 (ee) )

- HI Coverage for Certam Public Retnrees
W & M Sec. 10543
Tltle XVIII Sec. 1818 (d)

Screenmg Pap Smear & Pelvic Exams

W & M Sec. 10102

Commerce Sec. 4102

Amends Tltle XV"III Sec. 1861 (nn) and 183: (b)

Prostate Cancer Screemng Tests .
W & M Sec. 10103, Creates new subparagraph 1861(5) @) @), subsecﬂon {00)

Commerce Sec. 4103, Arnends 1833 (h) (1) (A)

Standardzzed Medlcare Cm erage: Bone Mass Measurements
W & M Sec. 10106 .
Commerce Sec. 4106

Senate Sec 5104
Creates new paragraph 1861 (s\ (15) subsecnon (rr) and Amends 1848 (1) (3) ’

Resource—Based Physxclan Practice Expenses
W & M Sec. 10605 S oo
Senate Sec. 5505

Amends T1tle XVIII 1848 (c) (“
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