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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 
interactio'n 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 js low-DSH, according to the preliminary 1997 DSH 
allotments, have the following percent r~ductions taken off of their 1995 DSH spending 

1998 1999 2000 2001 2002 
1% 2.5% 10% 15% 20% 

• 	 High-DSH. States that are designated as high-DSH, according to the pn~liminary 1997 DSH 
allotments, have the twice the percent r~ductions taken off of their 1995 DSH spending: 

1998 1999 2000 2001 2002 
2% 5% 20% 30% 40% 

Senate Proposal. This option produces $12.4 b,illion over five years, assuming 25% offset and not 
including savings from retargetting within the allo1tments. This plan has five types of reductions: 

• 	 Small DSH. States with 1995 DSH spel1ding that is less than 3% oLtheir total Medicaid spending 
get no reduction (allotments frozen at 1995 DSH spending level) 

• 	 Low-DSH. States that are designated Jlow-DSH, according to the preliminary ,1997 DSH 
allotments, have the following percent refuctions taken off of their 1995 DSH spending 

1998 1999 2000 2001 2002 
0% 2% 5% 10%' 15%I 

• 	 High-DSH. States that are designated as high-DSH, according to the preliminary 1997 DSH 
allotments, have the following percent re~uctions taken off of their 1995 inpatient spending plus , 
the following percent of their 1995 mental health (MH) DSH spending. 

' 

1998 1999 2000 2001 2002 
Reduction: 0% 8% 15% . 20% 20% 
% of MH DSH 70% 50% 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 1995. receive the average of their 1995 
and 1996 DSH spending for each year between 1998 and 2002 (California and Nevada). 

• 	 Special Rule. No state can receive a rJuction that exceeds 50% of its base year in any given 
year (Kansas & New Hampshire). I 

ProposalLike President's. This option produc~s $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 perce~t reduction off their 1995 DSH, up to an upper limit. 
This "upper limit" is defined as 12% of tot~11995 Medicaid spending. In other words, if a state's 
1995 DSH exceeds 12% of its total spen~ing in that year, the reduction is taken off of the 12% of 
the spending, not the full DSH spending. ' The percentage reductions that would produce savings 
comparable to the House and Senate Committees' proposals are: 

.1.W§. 2000 
0% 10% 20% 25% 35% 
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Comparison of EffecJ of DSH Reductions, 2002 
. . I 

. (Dollars in millions, fiscal years) . 
. j . 

State House Commerce Proposal Senate Finance Pro~osal Proposal Like President's 
% Change % Change 1% Change % Change % Change % Change 

In DSHfrom In DSH trom In DSHfrom In DSH.trom In DSHtrom In DSHtrom 

1995DSH 1995 Total i1995DSH 1995 Total 1995DSH 1995 Total 

National" -28% -3%· 
i 

-24% -3% -28%. -3% 

Alabama -40.% -9% 1 -21 % -4% -20.% -4% 
Alaska -20.% -1% 1 -15% -1% -35% .-2% 
!Arizona -20.% -2% i -15% -1% -35% -3% 

i Arkansas .0.% 0.% i 0.% 0.% -35% 0.% 

• California -20.% -3% i -18% -3% -30.% -4% ! 
I Colorado -40.% -5% 1 -20"fi, -2% -35% -4% 
IConnecticut -40.% -6% 1 -41% -7% -26% -4% 1 
Delaware -20.% 0.% i 0.% 0.% -35% . -1% 
District of Columbia .-20.% -1% ! 0.% 0.% .-35% -1% 
Florida -20.% -1% 1 -15% -1% -35% '-2% 

I 
-20.% -2% 1-15% -2% -35% -4% 

- . 0.% 0.% - -
.0.% 0.% ) 0.% 0.% -35% 0.% 
-20.% -1% 1 -15% "1% -35% -2% 
-20.% -3% 1-15% -2% -27% -4% 

Iowa -20.% 0.% I 0.% 0.% .-35% 0.% I 

Kansas -40.% -4% ! -50.% -5% ·35% -3% ! 
Kentucky -20.% -2% i -15% ·1% -35% -3% 

·Louisiana -40.% -12% 1·28% -8% ·14% -4% i 

!Maine -40.% -7% 1-41% . -7% ., . -23% -4% 
Maryland -20.% ·1% i -15% ·1% ·35% . ·2% 
Massachusetts -20.% -2% i -15% -2% -35% -4% 
Michigan -20.% -2% 1-15% -1% -35% -3% 
Minnesota -20.% 0.% 1 0.% 0.% ·35% .0.% 
Mississippi -20.% -2% ;-15% -2% -35% -4% 
Missouri -40.% ·11% 1-43% .. '-11% -16% -4% 
Montana 0.% 0.% 1 0.% 0.% -35% 0.% 
Nebraska -20.% 0.% 1 0.% 0.% -35% 0.% 

• Nevada -40.% -6% 10.% 0.% -26% -4% 

!~ampshire -40.% -15% 1-74% -29% -11% -4% 
ersey -40.% ·10.% 1-44% ·11% -17% -4% I 

1 Mexico 0.% 0.% 1 0.% 0.% -35% 0.% i 
• New York -20.% ·3% 1-15% .' -2% -33% -4% 
! North Carolina ·20.% -2% 1-15% -2% -35% -4% . 
I North Dakota 0.% 0.% i 0.% 0.% -35% 0.% 
• Ohio .-20.% -2% 1-15% -2% -35% -4% 
Oklahoma -20.% 0.% 10.% 0.% -35% -1% 
Oregon -20.% 0.% .0.% 0.% -35% -1% 
Pennsylvania -20.% -3% '_15% -2% -32% -4% 
Rhode Island -20.% -2% 1-15% -2% . -35% -4% 
South Carolina -40.% -9% 1-33% . -7% -19% -4% 
South Dakota 0.% 0.% 10.% 0.% -35% 0.% 
Tennessee.... - - 10.% 0.% - -
Texas -40.% -7% :-35% -6% -24% -4% 

i Utah 0.% 0.% 10.% 0.% -35% 0.% 
• Vermont -20.% -2% ~15% -1% -35% -3% 
) Virginia -20.% -1% ~15% -1% -35% -2% 
Washington -20.% -2% c15% -2% -35% -4% 
West Virginia -20.% -1% ~15% -1% -35% -2% 

~nsin . 0.% 0.% 10.% 0.% -35% : 0.% 
ming.... - - 10.% 0.% - -

. .' 

"% Change In DSH from 1995 Totar'Is the 2002 DSH allotment minus 1995 DSH spending divided Into the 1995 Benefits plus DSH spending
'. I . 

House Commerce proposal assumes that hlgh-DSH states (1997 deSignation) receive twice the percent reduction In DSH as low-DSH states; states < . 

Senate Finance Commlttee·assumes larger reductions for states with high fnental hospital DSH '. . 

Proposal like President's assumes that same percent reduction is taken from the lower of DSH or 12% of 1995 total spending. 

• Does not include CBO's 25% offset •• Waiver state or state witTo DSH 
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To: Bruce Vladek, Director. HF1CA . 


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

From: Los Angeles County supeLisor 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. tHe attached comparative analysis for the State 
of California may be enlightening.. It co~pares the total DSH dollars allocated under 
th~ State's DSH program (SB 855) to p~ivate, university. children's and County 
hospitals; with the total indigent and ba9 debt days provided by those institutions. 
Notice that most of the private DSH facilities either provide little or no indigent care, or 
else receive thousands of DSH dollars per day for each indigent in-patient day_ 

Please feel free to call m~ orour Director of Health Services, Mark 

Finucane, with any questions. Thank$ for your consideration . 


. ZV:rpt 
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I T}'peof Indigent Bad Debt Total DSH OSH 
NopchalName Control Daxs "1 DaIs "} Da!$l'l Dollaf$~! Pet~l 

LOS ANGELES COUNTY - DEPARTMENT OF HEALTH SERVICES 
\
/ 

CALIFORNIA HOSPITAL'S SB 8551'NDIGENT AND BAD DEBT RATE PER DAY 
. 	 FISCAU YEAR 1995-96· . ' , ' 

I 

MISSION COMMUNITY HOSPITAL 
LAKESIDE HOSPITAL 
COMM. & MISSION HOSPITAL OF HUNITNGTON PARK 
SAN VICENTE HOSPITAIo 
QUeeN OF ANGElS.HOLL YWOOD PRESeYT!~IAN MEDICAL 
VAlLEY CHILDREN'S HOSPITAL. 
PACIFIC AlLIANCE'MEDICAL ceNTER 
SETON MEDICAL CENTER COASTSIDE 
CHILCREN'S HOSPITAL .. SAN DIE'GO 
SEMPERVlRfNS PSYCHIATRiC HEALTH FACIt,.ITY 
WHITE MEMORIAL MEDICAL CENTER 
GREATER EI. MONTE COMMUNITY HOSPITAL 
MONTEREY PARK HOSPITAL 
SHASTA COUNTY PSYCHIATRIC HEALTH FACILITY 
CALIFORNIA HOSPITAL MEOICAL CENTER 
GARFIELD MEDICAL CENTER 
SAN BERNARDINO COMMUNITY HOSPITAl 
ST"F'RANCIS MEDICAL CENTER 
CHILDRENS HOSPITAL LOS ANGE~ES 
CHILDREN'S HOSPITAL MEDICAL CENTER OAKLAND 
ORTHOPAEDIC HOSPITAL 
ALEXIAN BROTHERS HOSPITAL 
SANTA ANA HOSPITAL MEDICAL CENTER 
POMONA VAlLEY HOSPITAL. MEDICAL CENlCR 
PACIFIC HOSPITAL OF LONG BEACH 
GEORGE L. MEE MEMORIAL HOSPITAL 
ST. ROSE HOSPITAL 
SUBURBAN MEDICAl. CENTER 
VALLEY HOSPITAL. MEDICAL CENTER 
CHILDREN'S HOSPITAL of ORANGe COUNTY 
SANGER GENERAL HOSPITAL 
SANTA MARTA HOSPITAL 
SAN DIEGO COUNTY MENTAL HEALTH SERVICES LOMA 
LUCILE SALTER PACKARD CHILDReN'S HOSPITAL AT 

ST. MARY MEDICAl. CENTER 

DOCTORS HOSPITAl OF WEST COVINA 

CITY OF HOPE NATtONAL MEOICAL CENTER 

EAST LA DOCTOR'S HOSPITAL 

ST. LUKE'S HOSPITAL 

ROBERT F. KENNEDV MEDICAL CENTER 

CENTRAL V.J.LLEY GENERAL HOSPITAL 

BELLFLOW£R MEDICAL CENTER 

MEMORIAL I-IOSPITAL OF GARDENA 

PARADISE VALLEV HOSPITAL 


• 	VILLA VIEw COMMUNITY HOSPITAL 
SCRIPPS MEMORIAl. HOSPITAL .. CHULA VISTA 
DELANO REGIONAL MEDICAl CENTER 
LONG BEACH DOCTORS I;OSPITAl 
ROSS HOSPITAL 
AMI GAROEN GROVE HOSPITAL AND MEOICAL CENTER 
PACIFICA HOSPITAl.. OFTHE VALLEY 
OROVILLE HOSP1TAL 
VCI MEDICAL CENTER 
VAl.LEY MEDICAL CENTER OF FRESNO 
HIGHLAND GENERAL HOSPITAL 
SAN BERNARDINO COUNlY MEDrCAI. CENTER 

PRIVATE~ 

PRIVATE· 
P~IVATE (3) 
PRIVATE 
P~IVATE· (3) 

C'1".DREN'S 
P~IVATE (3) 
P~IVATE 
CHILDREN'S 
COUNTY 
P~IVATE" (3) 
P~IVATE· (3) 
PRIVATE 
COUNTY 
PRIVATE (3) 
PRIVATE (3) 
P~IVATE .. 
PR,IVATE· (3) 
CIiILDREN'S 
CHILDREN'S 
P~IVATE 
P~IVATE 
PRIVATE (3) 
P~IVATE 
PRIVATE 
PRIVATE (3) 
P~IVATE 
PRIVATE (3) 
PRIVATE 
CHILDREN'S, 
P~IVATE • 
P~IVATE (3) 
COUNTY 
CHILDREN'S 
PRIVATE 
PR,IVATE (3) 
PRIVATE (3) 
PRIVATE 
P~IYATE (3) 
PRIV.J.TE (3) 
PRIVATE 
PRIVATE 
PRIVATE 
PRIVATE (3) 
PRIVATE 
.!=IRIVATE 
PRIVATE 
PRIVATE 
PRIVATE 
PRIVATE 
PR'IVATE (3) 
PR'IVATE 
ud 

1 

COUNTY, 
C~UNTY 
COUNTY 

0 
a 
0 
0 
0 

'25 
0 
0 
0 
0 
0 
0 
O. 
0 

ea 
0 
0 

59 
864 

58 
0 

40 
272 
127 

0 
0 
3 
0 

30 
0 
0 

567 
67 
0 

513 
0 

117 
0 
0 
0 

183 
0 
0 

1,812 
873 

1,7" 
30 

0 
0 

1,713 
0 

461 
8,979 
6.886 

15,782 
12,983 

8 
9 

181 
2 

707 
213 
124 

1 
28' 

1.513 
227 
161 

1,833 
609 
743 

'.239 
963 

1,488 
38 

592 
219 

1,063' 
238 

75 
728 

1,183 
401 

1.899 
20:; 
712 

0 
1,853 
1,360 

47 
145 
942 

1.170 , 
1,173 

117 
381 
8S4 

1,464 
481 

1,311 
1.001 

141 
80 

535 
1,536 

510 
2,084 
3.981 
3,111 

713 

51,947,305 
1,353,210 
7.236.720 

49.648 
22.664,641 
8,714,195 
3,105.206 

24,002 
6,290,737 

18,506 
27,765,:521 

3.661,337 
1.596,130 

B,874 
14,862,996 

5,010,810 
5.417.900 
9,337,742 

12.478,322 
9.271.093 

202.046 
3.341,295 
2.585,176 
5.983.540 
1,111,510 

323,285 
2,7SS.820 
3,852,186 
1.351,155 
5,897,470 

522.045 
3.871.478 

192.833 
4.492.638 
4.452.190 

104,924 
565,824 

2,001.538 
2,333,720 
2.246.224 

630.375 
575,756 

1.218.928 
4.494.501 
1.833.216 
3,602.554 
1.209,856 

155,244 
85,096 

2,364.060 
1.508.225 

990.560 
'1.262.036 
9,312.204 

16.109.368 
11.164.626 

$236,659 ' 
147,358 
40.072 
32,518 
32.071 
25,787 
25.012 
24.882 
22,421 
18,506 
18,356 
16,107 
9.921, 
8,874 
8,637 
8230 
7.293 
7.195 
8,830 
5.996 
5.345 
5.290 
5.266 
5,028 
4.675 
4.314 
3,813 
3.256 
3,135 
3,106 
3.034 
3.027 
2,878 
~.424 
2.378 
2.254 
2,161 
<,125 
'1.994 
1.914 
1.7:52 

:1.510 
1,428 
1,372 
'.354 
1.179 
1,173 

,1,102 
1,068 
1.052 
1.047 
1,020 
1,018 

857 
853 
815 

8 
9 

181 
2 

707 
338 
124 

1 
28' 

0 
1,513 

227 
161 

0 
1,721 

609 
743 

1.298 
1,827 
1,546 

38 
632 
491 

1.190 
238 

75 
731 

1.183 
431 

1,899 
20:; 

1.279 
67 

1,S53 
1.873 

47 
262 
942 

1.170 
1.173 

360 
381 
854 

' 	3,276 
1.354 
3.055 
1,031 

14'1' 
80 

2,248 
1,536 

971 
11.003 
10,867 
18,883 
1~,696 

L.OS ANGELES C!2!e!taI OLIVE VlEW.ucLA MIiiI::!I!:l!b COYNTY 17,924 519 18,443 14,7751915 801 
UNDSAY HOSPITAL MEDICAL CENTeR 
JOHN F, KENNEDY MEMORIAL HOSPITAL 
KERN MEDICAL CENTER 
SANTA CLARA VALLEY MEDICAL CENTER 
STANISLAUS MEDICAL CENTER 
FOUNTAIN VAlLEY REGIONAl. HOSPITAL 
COMMUNITYHO$PITAL.SONOMACOUNTY 
HUNTINGTON MEMORIAL HOSPITAL 

PRIVATE 
PRIVATE' (3) 
C~UN1Y 
COUNTY 
cd,UNlY , 
PRIVATE • 
~NTY 
PRIVA.TE (3) 

F>lIge , 

89 
706 

11.106 
19,976 
2,419 
1,542 
1.655 

50S 

:i95 
823 

1,037 
2.182 

658 
680 
241 
955 

684 
1,329 

12,143 
22,158 

3,077 
2.222 
1,906 
1.460 

533,728 
938.880 

8.571.277 
15,029.529 
2,057,611 
1.435.091 
1.229,6" 

870.912 

780 
707 
706 
678 

• 569 
646 
645 
597 
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I 
LOS ANGELES COUNlY • DEPARTMENT OF HEALTH SERVICES 

CALIFORNIA HOSPITAL'S SB 8551f:.JDIGENT AND BAD DEBT RATE PER DAY 
. FISCAtl YEAR 1995-96 

I 
I Typeof Indigent BadDebl Total DSH DSH 

Hoe!ital Narne Control Dal:$11~ Dal611~ Dalli'} DolhJr$~l PerDax . 
SAN LUIS OBISPO GENERAL HOSPITAL COUNTY SSO 470 1,020 600.039 588 
MERCEDCOMMYNIlY ME~I~~ ~IiNTeR COUNTY ',218 394 ',612 936.363 581 
MARTIN LYJl:!ER KING .1& /DREW MEDfCAL CENTER COUNTY . 26,923 3.601 30,524 17.217 .:l78 564 
SAN JOAQUIN GeNeRAt. HOSPITAl. COUNTY . 6,231 20S 6.436 3,4.47,653 536 
FIRST I-IOSPITAI. VAU.EJO PRIVATE 0 260 260 146.710 525 
BAY HARBOR HOSPITAl PRIVATE . 0 1,317 1.317 690.432 524 
MERRITHEW MEMORIAL HOSPITAL COUNTY 5.958 2,605 8,563 4.336272 506 
SAN MATEO COUNTY GENERAL HOSPITAl. COUNTY . 3,46% 683 4.145 2,058,012 496 
EAST BAY HOSPITAL. PRIVATE' 816 .25 841 402.707 479 
~OS ANGEl,:ES METRO MEDIC~L S2!NTER PRIVATE 0 794 794 355.980 44S 
bOS ANGELES COUNTY bI.$~ MEQIS&. ~§NTE!3 C!i!b!fl!TY 113.843 1,39& '15,238 47.756.877 414 
I:2.i !NGEbE§ COYralIHARBOR.UCJ..A MfiiI:!C!a1. SGlElfTER s;gUNTY 4;1.782 S39 ,",321 16.340.396 414 
SANTA TERESITA HOSPITAl. PRIVATE 0 1,496 1,496 572.975 383 
UNIVERSITY OF CALIFORNIA, DAVIS MEDICAL CENTER UC 10,315 3,492 13,8e7 5.158.566 372 
SAN FRANCISCO GENERAL HOSPITAL MgDICAL CENTER cOUNTY 31,158 2.152 33,31Q 12.337.743 370 
RANCHO LOS AMIGOS MIi~!aL S:imB CQ!,!NTY 31;m 3,800 35,'63 12.87!t63O .366 
UCSD MEDICAL CENTER UC 11,649 1,249 12,898 4.633,834 359 
CORONADO HOSPITAL p~IVATe 6S S75 943 30828e 327 
VENTURA COUNTY MeDICAL CENTeR COUNTY 1,456 9,570 11,028 3,597.490 326 
RIVERSIDE GENERAL HOSPITAL UNIVERSIlY MEDICAL COUNTY 24,892 ~,27S 28,167 7,839.598 218 
MAO RIVER COMMUNITY HOSPITAl. PRIVATE 452 1,210 1.S62 457,970 276 
NATIVIDAD MEDICAL. CENTER cOUNTY 1,n6 . 2.488 4,274 1.147.936 269 .. 
t;lROOKSIDE HOSPITAL OISTRICT· 51 1,403 1.454 378.243 200 
CPe Al..HAMBRA HOSPITAL PRIVATE 0 441 441 97,94.4 222 
GOODSAMARITANWOSPITAL PRIVATE· 1,831 162 1.993 439,546 221 
PlOREERS MEMORIAL DISTRICT HO.SPITAL DISTRICT 438 661 1.099 222.876 203 
MEMORIAL HOSPITAL AT EXETER PRIVATE 0 285 285 57,352 201 
GATEWAYS HOSPITAl. AND MENTAL HEALT:I-I CENTER PRIVATE· 0 268 268 SO,960 190 
§fERRA KINGS DISTRICT HOSPITAL DISTRICT 0 145 145 23.266 . 161 
WIGIo4 QililiBT HOiPIT!a.\. COUNTY 6,028 1.618 7.646 939.238 123 
OJAI VAI.LEY COMMUNITY HOSPITAl. P.RIVATE 22 926 948 107,364 113 
TRINITY HOSPITAL COUNTY 32 364 396 32.999 83 
LOMPOC HOSPITAL DISTRICT DISTRICT 0 1.101 1,101 76.389 69 
CPe SIERRA VISTA I-IOSPITAL PRIVATE 29 462 491 32.334 66' 
DOS PALOS M~MORIAL HOSPITAL PRIVATE 31 848 6S5 4.4.814 6S 
CHOWCHilLA DISTRICT MEMORIAL HOSPITAL. D*TRICT 0 169 169 10,478 62 
TUOLUMNE GENERAL HOSPITAL COUNTY 634 531 1,165 69,095 59 
MODOC MEDICAL CENTER cOUNTY S 483 489 25.150 51 
INDIAN VAU.EY HOSPITAL DISTRICT DISTRICT 20 75 95 4.459 47 
SENECA HOSPITAL DISTRICT DISTRICT 35 125 160 7.252 45 
HI·DESERT MEDICAL CENTER . DISTRICT 0 1,047 1,047 34,412 33 
OAK VA1.LEV HOSPITAL DISTRICT 21 1,157 1,176 35,769 30 
MAYERS MEMORIAL HOSPITAL DISTRICT 0 1.065 1,065 28.887 27 . 
JOHN C. FREMONT HOSPITAL DISTRICT 55 139 194 5,003 26 
Bl.OSS MEMORIAl. HOSPITAl. DISTRICT 0 9S 96 2,237 23 
COALINGA REGIONAL MEDICAL CENTER DISTRICT 0 2.120 2,120 43.158 20 
KINGSBURG MEDICAL CENTER DISTRiCT 0 279 279 5.024 18 
SOUTI-IERN HUMBOLDTCOMMUNIlY HOSPITAL DISTRICT 45 211 256 4,126 16 
MOUNTAINS COMMUNITY HOSPITAL. DISTRICT 0 364 364 5,523 1S 
SII!RRA VALLEY HOSPITAL DISTRICT DISTRICT 11 180 17'1 2.339 1~ 
DEL PUERTO HOSPITAL DISTRICT 0 346 346 3.389 10 
WESTSIDE DISTRICT HOSPITAL DISTRICT 17 1,510 1,527 13.262 9 
SOUTHERN INYO HOSPITAL . DISTRICT S 423 428 1,387 :3 
SAN DIEGO COUNTY PSYCH HOSPITAl.. COUNTY 2.745 0 2,745 6.570 2 
EDGEMONT HOSPITAl. PRIVATE 0 744 744 1,020 1 
U.S. FAMILV CARE MEDICAL CENTER PR,IVATE 4,0'6.320 

TOTAL. 438.342 111.445 549 787 $453.240.459 SS241

NOTI!$: 

• HOSPITALS PAYMENT UMrTED fI,/, OIlAA '83 
c'» OSHPO "1_elA~ Ot$QC.OIU~1il REPOI'lT - ,.., 1 !ti3-g, 

12) $TATE "PAIl,..,,", CI' I1EAl.TH IXiRIIIC£S. THESE_OUNT MAVE BfE'" REDUCED 8'1' THE HOSPITIU.S INTE'RGO'oI(/I~lISNTA1. TftAN5I'ER 
(3) M'MB£R Of' PEACM 

TOTAL P.04 
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Note to John Callahan 

. Subject: CR Amenumcots •• California'Medicaid DSH 

The amendment by Mr; L~s would extent Je transition for hospital·specific DSH cap from 
JAnuary 1, 1995 to July 1. 1998 for the State dfCalifornia. In additlon, it would lower t.he 200 
percent transition to 175 percent for this exterldcd period. CBO C5timatcs that this will have no 

, sQoreablc imP8(;t, but it would just rcdi5tnDut~ the funds within the California DSH limit. 

HCFA has conQems that this languagCl puts thl Administration is ail untenable position because' , 
this language would help only one State, California. Helping only one State could lead to charges 
that we are not treating everyone equally. On; the other hand, it will also expose us to the risk of 
other States askins for the same exception. ~the Administration supports this proposal we have 
significant risks either way. Ifwe do it for other States, the cost will inCrease ­

HCFA is Also concerned that the CBO ic'OJ, while technically corTe~ does not account for a 
significant secondary tactor. Paying any facility more than iti uncompensated cost, either 200 
percent or 175 percent, allows the facility to ~y "pass baclc" a portion ofthe funds to the State. 
Hence freeing up Stat.e ftmds to be spent on 6ther Medicaid initiatives. This could result in ' 
significant increases in Medicaid spending. I 

Given these concerns HCFA opposes this ambdment. 

,DebbIe Chang 

00: Bruce Vladcck 
Judy Moore 
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PRESIDENT CLINTON HIGHLIGH'FS PROPOSALS TO IMPROVE ACCESS TO 
I 

QUALITY HEALTH CARE AT NEW HAMPSHIRE ROUNDTABLE DISCUSSION I 	 • 
, 	 February 18, 1999 . 

Today, President Clin~on and Governor JeanL Shaheen will meet with a panel ofNew 
Hampshire residents to discuss the wide range of health care challenges currentIyfacing the 
nation. The President will emphasize the im~ortance ofproviding targeted tax credit to defray the 
costs of long term care services, and will conh-ast such targeted tax cuts to the Republicans' , I 	 . . 
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 
I 	 . ' 

new initiative to support elderly and disabled Americans with long-term care needs or the 
I 

family members who care for them. This initiative invests over $6 billion over five years 
in long-term care, including a $1,OOOltax credit to compensate for the cost of long-term 
care services; a new $6~5 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 ptesident also will praise New Hampshire's efforts to 

I 

expand community-based care servicies for Medicaid enrollees and to provide critical 
information to elderly and chronically ill adults about their long-term care options. 

I 	 . , 
• 	 Improving economic opportunities for· Americans with disabilities. More than 70 

percent of Americans with disabilities are unemployed, often because they face 
I 

significant barriers to work, such as the risk of losing health care. The President has 
proposed a series of bold new initiat~ves 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 Inc~ntives 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 regulatio~ to increase the amount that people with disabilities 
can eam and still maintain Social Sehurity benefits. New Hampshire currently provides 
community-based services through Medicaid to individuals with disabilities, and in 
recognition 6fthe State's innovatioJ in this area, the Vice President recently gave the 
State a grant tohelp retpove barriers to employment for people with disabilities. 

• 	 Helping small businesses provide health care coverage for their employees. The 
I 

President's 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 ~ariety 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; bncourage private foundations to support coalitions 
by making their 'contributions toward~ these organizations tax-exempt; and offers 

I 

technical assistance to small business coalitions from the Administrators of the Federal 
Employees Health Benefit Plan. Go~ernor Shaheen has proposed legislation that creates 
voluntary small-business purchasing alliances to reduce costs and increase options for 
small businesses offering health insutance to their employees. She believes that the 
Administration's proposal will provide needed financing for this effort. 

I . 
• 	 Implementing the Children's Health Insurance Program, the largest investment in 

I 	 ' 

children's health in a generation. The Administration is committed 'to implementing 
the Children's Health Insurance Prog~am (CHIP) and has developed a national outreach 
campaign to sign up every child eligihlefor Medicaid or CHIP coverage. New 
Hampshire, under Governor Shaheenl's leadership, is one of46 states that already have 
implemented the CHIP program: the IState's program;..- Healthy Kids -- provides health 

I 
insurance to thousands of uninsured New Hampshire children. 

i 

• 	 Protecting patients with a strong, enforceable patients bill of rights. The President 
again will call on Congress to pass a Istrong, federally enforceable patients' bill of rights 
that includes: guaranteed access to n6eded specialists; access to emergency room services 
when and where the need arises; and laccess to a meaningful external appeals pro~ess to 
resolve disputes with health plans. The President is already doing everything he can to 
implement these protections by exteJding them to the 85 million Americans covered by 
federal health plans. Governor Shahben has proposed an HMO Accountability Act to 
provide similar patient protections. 



THE PRESIDENT'S mSTORIC LONG-TERM CARE INITIATIVE 

February 18, 1999 


The President has proposed an.hi~toric, 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 initiative lays the 
groundwork for long-term care policy 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 numqer 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). 

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 ca~e 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 cr~dit 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 (ADLs) 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 ofAlzheimer'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 ~ families' needs; and counseling and support, such as teaching model 

, . 



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 million over five 
years, would assist approximately 250,000 families nationwide. 

• 	 Expanding Medicaid eligibility for people in home- and c~mmunity-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 residynts 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 communities. 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, oftenleaving 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 registry of abusive nursing home workers, and publish 
nursing home quality 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 approximately 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. j 



Vc-- H""",~ '~(I"(.. At.. 
I --­THE CLINTON ADMINISTRATION'S BOLD NEW INrrIATIVE 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 
recently introduced by Senators Jeffords, Kennedy, Roth and Moynihan; (2) a new $1,000 tax 
credit t9 help with work-related costs for people with disabilities; (3) doubling the funding for 
assistive technologies; and (4) increasing the amount that people can eam 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 of4.3 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 an'd work. ,In addition, the 

. \ 

extraordinary advances in technology and communicatjons 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 

• 	 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; 

\ 

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 aisabilities. Under this proposal, workers with significant 
disabilities would receive an annual $1,000 tax credit to help cover the formal and informal 
costs that are associated with and even prerequisites for employment, such as special 
transportation and technology needs. Like the leffords-Kennedy-Roth-Moynihan Work 
Incentive Improvement Act, this tax credit, w,hich 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 statek 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. Itwould 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 



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 exc~eds $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 ofLabor, and Tony 
Coelho, this Task Force is charged with coordinating an aggressive national policy to bring 
adults with disabilities into gainful employment. It produced aset of interim recommendations 
in December, 1998, summarized below along with the Administration's actions to addre.ss them: 

RECOMMENDATION ACTION 
I. Work to pass the Work Incentive Improvement Act Preside!}t includes in budget 

2. Work to pass the Patients' Bill of Rights High Presidential priority 

. 3. Examine tax options to assist with expenses of work President includes in budget 

4. Foster interdisciplinary consortia for employment services President includes in budget 

5. Accelerate development/adoption of assistive technology President includes in budget 

6. Direct Small Business Administration to start outreach Vice President announced 12/98 

7. Remove Federal hiring barriers for people wi mental illness Mrs. Gore announced 1/99 

8. Develop a model plan for Federal hiring ofpeopJe wi disabilities Vice President announced 12/98 

http:addre.ss
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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 andlor joining coalitions for purchasing health jnsurance. Fewer small businesses 
offer health insurance because of their higher administrative costs and premiums relative/to 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 ofthe 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 nea:rly 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 an<;i 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 employe.rs and their participating 
employees .. Despite these advantages, there are few small business health purchasing coalitions 
today. This in part reflects the lack ofup-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
http:businesses.to


POLICIES TO ENCOURAGE COALITIONS 

• 	 Tax credit for employers who join coalitions: A tax cre.ditequal 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 nqt 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 ofjoining 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 stafus. 

• 	 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 p·urchasing 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. 

2 



February 17, 1999 

HEALTH CARE ROUNDTABLE WITH NEW HAMPSHIRE RESIDENTS 

DATE: February 18, 1999 
LOCATION: Dover Mimicipal Building 
TIME: 	 1l:15am - 12:05pm 
FROM: ,Bruce Reed 

I. 	 PURPOSE 

You will discuss with a group ofNew 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. 

II. 	 BACKGROUND 

You will highlight initiatives in your FY 2000 budget that increase access to health care 
and improvy 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 rpembers 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 
leffords-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 ofthe 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. 
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 busine~s 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. Your Administration is 
committed to implementing the Children's Health Insurance Program (CHIP) and 
hasdeveloped a national outreach campaign to sign up every child eligible for 
Medicaid or CHIP coverage. New Hampshire, under Governor Shaheen's 
leadership, is one of46 states that already have implemented the CHIP program: 
the State's program -- Healthy Kids -- provides health insurance to thousands of 

( 	 uninsured New Hampshire children. 
J • 

• 	 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 thl;lt 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. 



HI. PARTICIPANTS 

Governor Jeanne Shaheen 

Beth Dixon, Concord, NH 

David Robar, New London, NH 

Karen Goddard, Nashua, NH 

Christine Monteiro, ~ottingharn"NH 


Stephen Gorin, Canterbury, NH 


IV. PRESS PLAN 

Open Press. 

\ 

V. SEQUENCE OF EVENTS 

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

"Gov. Shaheen will make welcoming remarks and introduce you. 

You will make remarks. ' " ' , 

Gov. Shaheen will introduce the roundtable participants and begin the 

discussion., , , 


Gov. Shaheen will make concluding remarks~ 


You will work a rope line and depart. 


, VI. REMARKS 

To Be Provided by Speechwriting. 

! 
I 
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November 23. 1998 

Tho Honorable Nmcy.;.AM Min DeParle 
Administrator 
Health Care Financing Administration 
200 Independence Avenue, SW 
Washington. D.C. 20201 

Dear Administrator DeParle: 

I am writing to again ask that you r~ontiider your decision to slI!lck repa.yment ofMedicarf: 
DispI'QportionaIe Shate (PSH) pa.ym.ents m.ade to P~lvania hospitnis based Gl1 General 
Assistance (GA) days. As you know. this decision is oausing cOIlSidere.ble hard.ship for 
Pennsylva.nia' 51 safety-net hospitals, which 'rely heavily on this fuo.ding to subsidize care fOT 
wlnl!ttahle populations and do not have the resources to rerum pest payments. 

I understand that 'your attorneys believe that the law cleal'ly forbids inclusion of these 
days. notwithstanding the fact that the fiscal intermediary has fOT the pfJSt 12 years !Qqu.ired 
hospitals to include them. However.l have recently learned ofa simil:u- case in which HCFA's 
own provjder review beard determined that it was appropriate to include charity care days which 
were pan of the Title XOC state plan. Whether or not they WIII'e federally reimbursable, 1 am 
enclosing the case for your review. 

As you will see, the $ituation in Jersey Shore Medical ,Ce:!lter VB._ Blue Cross ofNew 
Jersey closely parallels thl! one in Pennsylvania. If anything. finding to! the provider's favor in 
this (lase required a broad6t inr.eq,retation of the law than PennsylVania. 5s requesting, since the 
days in this case were part ofa separate program, and P~ylva:tlials lI:re actually part cfits 
Medica.l Assistance program. 

At the very least, this mJ.ing &hows that the law does hOt olearly bar hospitals fi:Qni 
includiD.g Title XIX days which are not federally funded in their DSH r;alcula.tions. In fact. 1 
believe that Congress illtended. for the days to be ooyered. I have disCI.l!sseil this matter with 
CongreS5l'll.an Pete Stark:. who Qhaired the Health Subcommittee at the ~timethis la.w was citafted. 
and he agrees with my rcc:;oUectiDn on thjs po.i:nt. 

http:CongreS5l'll.an
http:Nmcy.;.AM
http:O,s1A.ct
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I hope you will review the c:ase I am sending yau ana rccontlide-r your decision. I look 
fOIW8l'd to wodd.ng with you. and. your stafito resolve tbi.s matter in a w'ay that protects hospitals 
th~t provide health care to vilJnerable -populatiorul. 

With all best wishes, I am 

Sincerely, • 
. \. \ ~ __ ~ D

~~C'~ 
William 1. Coyne 
Member ofCongress 

WJC:mm 

http:NO\}-.24
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1S.5UE.: 

Wu die ImcrmadlUY~lI c4h:.ul.'atiaA arUiD Pr01tid.II!II"5 diaptcrponlCNu&le iIlllll'U t.m.pitaJ lLd,lQatllllllGI 
prClpIl:lr7 . . 

aTAJli!MlitN.LQE DfB'eMU:- AND J'IlOCHn1raAL mSTo&l:: 

ler~ 5haz:1e Med.lQlll CBIIt.IIr ~PruvJd.c:t") ill a Sa7 bed u::QtI; ... bCI'II,Prtul1 ia..ud ita 'N~ 
NCI'I'WIr len.". IU ~ the Providlll' i5 railDbu.tacd ad.~'.PftIC~r~ .,.~= 1YIte= 
("'PPS") far ~_lmll,Pitar1 ~c;i8t t1.JmiIhIId Mecficlint baru:ItJ~. II' 

Fof' ita CD. fEPOI"tl.B.s pl!l1ad r:ad.ecl ~b. :JI, 15192., the Pro"":icr qtJ~Illiaed. ~ .. 
dispt'O~QI.'fe ahans bOl!!.pllal (,,'l)SFr) atljudracal' t» its PPB pa:!"l1l.:lU1II' plmJUlI1'4tD 42.C.P'.It.. 
§ 412.106, .Blue Cross BQd 8lu~ Shield ofN.".., Ic::CJClY ~~~a~ tIw &.t!IOWU of 
me l't'o¥idet's :DSH adjY!l'l:lnD!lt UIItng only ldI:dicDid paid da)'5. the tl'l.tr.t'l.eratar at'dle .'Mar!icadcl 
Pf'Q;IC)I' &:IOrril.:l't' ort.b.c pa)l"l11f.lrtt fOrmula_I 

On AuB'U5t lei, 15l94~ 'l.b.a ImI::rmt:di&lr,. iSfUed. Notic:e gfPragram. 'Jt.fdrj:U:lUn=nant fi:rt thB subject 
.	ca. repotl:i:aa pariacil. "IIWhicb nIfIec:t:d iu nSH 4C1tQnD.inlllloD. Oza FClniUnty', 1!)9S. the:- Ptc:J'tolida' 
~ daB f.a.tr.:t'lllCdiary'. c:I"."IiNDado" lC dI.c ~d.er"""""nanll~d~ Raad 
('"Boud"') punNSI1t to 42, '::.p.~ § 40'.113''':.1141, and ~ the j,ufddIGrI!u:onahaqaiatllllCll:ll:III af 
Ul.oM:: n::pr.I.etiona. . 

'11:P: PntYidet. in iu ~ to thE Bon ud idlb :PotRiOA Papar. lJl'8Ucd SD • 'bread ~ Uac tl!e 
Medlc.ai4 pra:q' should eat be Hoatc::6 CD Na:11caid paid cI.ya but rWauJd !!!aeh"'• .n~d 
eligiblll:l days. Ha~l'. iu a,1ettt::r 4a..a N~ 13. tWl. d:Ia= ;P~~II" .....BIJlB!lla:l it.tI 
PO\Nrloa Paper III'lI:i ids::utifi~ si:IC .poc;'&c c:lltcsodea af$l6lieJ:ll .r!aJJj: that ,.:boW4 be indlad.ed lit die 
b~CII" af'tbe Mcdiwld prasy.' Tbll: l'.arcn.clcdla.ry nn.i~ dJb ~~mel ~ 
1Wkb the l'nftideJ-"5 ...aU. duu: "rsll1"cIwity ~n day., IIAI tbat tnliil 'WIIfd ill the NII:'IiIIf .rcney 
Slilteplan" ~ br: j.,.-JWed la. _ p.~. fImnula. "I'ba &- C!Uqsai~_ af"pd.1IId. .... tt­
'IIII'I:I:'C bI.:I'E ~t:d .... 11& fbUcr-.s:' 	 . " , 

• All d.ya Ibf' which .. patia:d wu boUt. Wadlcai4 eU.li1:do ,.jilid M-Ucvc 'Part D .
clieible. 	 ,!; 

I,' 

Im~. Jlellitton 'Paper td. 1 . 

.1."IIIs tI!Ir1n ""!lI&dicud fW'''''''' Is U'MId to ~ 1:0 w portiC!ln r,·,f'tU::!I\)SH JIB)'IDOIIl fbr:a::a1a 
fbu.qd at 42 C.F." § 412..1Dfi{1lX4}. ~.. Pollit:kJ!lP~~1lS" II! 3. . 

PlI3YidCl1' t.dttU :D&t1Sl N~er 13, lW1 ~ 16• 

.~'. SUppJ............ Paal\loD ••J"'V' III 2. 


;.. " 

i, 

s N~; A va.riati.1:Ift oftbl!lllt! Ib.~ II1'II .~.In tlil!lfHl'c. S~~ J:Y!mt. pansnph. 

.. ~'. S1JPl'tc=....Po*ic:Ju. • .,. lit 3_ 

• 

.'"; .. ~.:;~ LI- "'" 

http:l'.arcn.clcdla.ry
http:indlad.ed
http:42.C.P'.It
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ACl:ordiDaIY. w Medic.1i pmi- d&JI iI:\ ~~ ia thill U n: ·C~) rhrI- days Pa'tUDl.q to 
patil!!Jlt& that baw ....vltat thIdr MadiCile 1Ie.rt A haldu. and (,2) thctlue dus peI1II.iniDs to . 
t:barity r,:ate unci.. the N_ lrr.sey S~ plan, nil BSUm.tl1.!Cl ~OWll o1fMatiroate n:trn1nlnemaa 
in eDl'ltrO\ttll'Sy Q!ICI:ecc!s 5HI,O«Xl. 

ne PtcwidCll' ~~14 by laaeph p. GIAz., B-.qu.i.nt, ofltMd S·MitJl S..... & McCl&y 
LLP. The J:atr::rmaliau:y WIt rcprtlClllai by BIt1IIJI'd M. Talbert; lisqqilfttl A.uaeme CaUl\Ie!..Blus 
Outs &ad B~ SItiIW AIIaci&ciOJl. 

lment• WlaA iIPIi'b....MtlUcad 'utARtmIBtt 

P.JOVlPEB.:I cQ'N't'e'N'tDllO: 

The PrcMd.=t comamrb tha1 patiam day! related to Mdicaid ,lyrllDt. ~cw dual..eIiSl'b]e iCldi\ltdLtala 
ab.ouJd be tDc1udeclln the numr:tIltor of'dl. MQiieaid pra1:Y. S~r, the It.roviOcr ...CI'tJ tlnlt 
tn tbola i"ceswbrl!, ctu.dns a ,atilUlt Stay, .. pmJeat ~tigibl,,·b bcIIll.M'dcue Put A and 
Mr:t1icaid exhau.tB his or her b~cf1tll, MldJ~ ItQpI.payin, fbr ~ paftilZl's o\tt1ic:r day.!nllrd 
Med.i,*d besiu to rei.JDJ,urse tM hO!lpital f« tkose ~na. The Provider us_ t.beI.in. thao 
irmlUlCllll tile pad_ i:I DO Joaaer ..!ideR lQ Midi;are ~bwi tba d~I'!I rWaiecI to tbu!I ~1tI 
abauJd tMIEfg .... III bldlJd.al ~ tlwMl!!!tc.atd proX;.' 

Th; Provider B.lsc:ru that t.hle amt8Mion is haHd upon u.s uticuL'lled prillcip1es ottJ. DSH 
idj\lldmSht, n. .PrD~d.B!' dtea 42 tJ.S~C, i 13~Sww(d)(S)(F)(";)(Il)&I. ~ ratuiriza,g thD 
iDdvman of III days IA thl Mildi;aid. pcvIY fbr wtUdt pat1eOtJJ 'ft'Im1 cUail~!1 tbr lIlatias! ..aisaau 
up,der a St1IJe Medicaid ,PllA; 'lWhicb woUld inclUde ~ du&1..eUaibtt tlayll paid. ~MIcliClld. II 
tbllaws: . 

tllo hC'clCl.tl (a:pfDI. II • per"..), tlta ~tor ar.,Wcll, is tlIe IIInnbcr DC 
t.belaaqrital's pmi_ U)& for ru.c.b periOd wbitlb I:OtWd 1:If·pa!ieJ~t. -130 (for!lllCh 
daya) were clilibJe fbt raed1cu 'lIist.~ UDdI'Ir • StdIt p1AJ~ ant.cwed u.adrr 
IUb:'h&ptlf XIX aftbil c:9.ptcr [tbI: McdJwd ''''S-]. bl.at"'~ ..e_ antirIad 
to btmat\tI.II'part It. ort!til IIJbdmptet. IIld dac: daaDIIIliutm ,Ilfwlich. iI_ 
tatll ~ rJttba b.DIpital~ patJenS d'fI! fbt _Gb paioi 

42 U.S.C. § 13'Sww(cI)(5)(F)('Vt)(1I). 

n.PreMier 1110 t;it.t:s, ill ,art, HCFA Ituliiss ~7.21 wkidt dmqed r.ha !~Il'/I~OI 
ofwbat day! IbaUId be irdUdtd iD the McdiI;;aiI1 prozy, .. fallo,,~: . 

{u}adat .,~ itaerpntallDn., thd'MediCIfG diaptvpmtioruatc rdJiZlrt: ~ 
wad.er die haspitallaplli=t FC6Pedi~ pa,.meat !:Yttenl·wiU 1se 1~1=.dated to 

snO'd OlOI 6L6 SI1:13! .::" ... "p' 

http:hC'clCl.tl
http:bldlJd.al
http:t.beI.in
http:exhau.tB
http:B-.qu.i.nt
http:Medic.1i
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.clude aU iDpatiaat lID.pIta! day• ..,recrvit;e fix IJIUcml tltbg q~rac cJiaibJc _ thR 
day Ibt 'I',I:ltdicl! uNtaaCl undet I State MedlQlid pllftilrl tbIlI ]~CIiII"'Dn, 
1Ilhlltb.cr gr nat mil bDlpiti11'BC1iwi payment lar thDIe *1!P.tieiH~ hoapitalMnic:ttJ. 

HCfA B11Jift191-2.-

Tbe ~ CQte. that MGardiaa tg HCFA l»Jinl9'14, die SKn:tIJ~1 otHallh md H.w,un 
. Sc:nio:l' ('"S~')"'''' tkIl all day- tbt pllli., eUslble fbr a~1JICIJ. ...... uader • 

SWill Mldic:aid pia aItould be ~ma baapitl1" DSH c;-.lCiliaUOIl1. Mor~1! thu Nlirla i. 
applilld pra~ i:g c::all rcpana that 1ft Rttted. du., Il.~ it ~ i..t (Februar, 21 • 

. 199'1) IUld to cast r1!pOItB.' have b=l1dtlad prilill to the.!I:tiVIIld~k!." but Cor 'Which. 
hospital haa. ptopca appealpel1d.i.aS au dae luue, al dOf!l. tkePrc:Md!lr. . 

AJao fegardins eN! .ni~tUd ptinciplQS of o,D llSH adjuItm. thI!l Jl1-mdcr c:itta an 
inStructicmall'Dc:lJKJflllLWm iIIw:d by the HIIftlI Care F'lIWld1t8 Admi~MIcrA") 0!111,ltle 
12, 1~97. \1fhic.b. ezplaia how I:ICFA auq ,7*'2 .boWel be implctnQtaL 'I 1'!:at Provider ~ 
tMt this rr:umlomdw:p fi.Irt11l!r ~~ the Secretatys mtBtprst.tiQIl ol:'W u,. to be lnclude:! ill 
tile Mer:tic:lid ~I U fo1ltlw5:' . 

[c]auistenl with ~ CQurta (jf.Appt.ala da::Uiana 01.1 t.b= :lItIUe li:lfr~d '.,.. 
me HCFA ~P8 91..2 'WU mellnt to 'bc~,m1ler _ 4~1iJ;;~. Tht. 
~I thaI. ill cal~ thD aumbClt afM_Mid dllYl. 211011 jm~. 
sheu1r1 uk ~1\Ics. raW.s 11. Pa10Jll Medicud (Title XC[) bsz:u!flciuy Oft . 
wt day of~1" If'tbe IIIIJIWD" La "yu," Ihr; lilY t:c:wlrt. irs the ~ 
6pop~ IhIre e4jullmmn: ~r.ulaaion. TbiJ'" bOt. !I)1l\III1 thIE Title XIX 
bad JD be ~c:msaMa fi:tr pu.ymat fbr aw parliaJlar...m1ZL l~I.lD,l:lUd!bat U. 
pl!r3an ha.d ta haw bean dcte:miucllly • -Stile ~ lq be: c6"Dible fiJf Fellonlly­
fiJJuiDd m.diClllllimacc for UJy OTIC gftlao Mll"rioel 1iD¥1I1\I! ..,.,.,,. StIdD 
Mcd.iaaid. title XIX plu (IMID U'= Mcdlcaid PIy!DBt iI IIIIIQfll for i2spdit* 
lIarrpltallt!rvi\8 Dr.., other ~ ,nce). AIJ'I ......leI ~.,..1o lie 
~~ k rhc HCFA I.uliq df ill HCFA i.aIt.naaIe81 .~I!dcl_ be 
c:~ U 1ft IIl-iDGIuIhre &S!, 

HCFA. M..:unudwn. JIXA-ll, luae t~ 19"" 

PbJalIJ. du!: Prcnider ~ tbat 8. Itd:tJIt __ II, HCFA eo. NsruuyU. '1-' IIIo lIl,ppaIU 
tJ,e1tO'C thd days paid by.Mcdkrli. after ~ PIU It. tlemditIInlID""'" thauld. be 
UrduUd ill the DSH catculdah. III dIIt ...., HCFA iDI1:ntctG fllJe lut~.....,",isIi~ 
~ ).fedIctft it th" 51""" f&YDt ud Mlldlaid 18 thli!: I&'C:DI!dDIY gll~, tho ..~ ca & 

• ..... aw 

• ~'.Suppi~_ Palitiolt Plptr at E:cbibit A.. 

Provider'. su~l~ POI1tioB Papa' at Ex!dbit B. 

-..., 

900 'd ['.;"~~l II. 'I""L-.,. .1 '"," ,,,\ 

http:appealpel1d.i.aS
http:1Ilhlltb.cr


12/03/98 THli 01:27 FAX 
11/24198 'HIE 16 :.49 FAX. 	 ~009 

9a ·'16.0~ PROM.HaN wm ~Q~n~
l'lO\.l-24- . • "" 

Pile: 6 	 CN:9~..o;o7 

p.ti=tls ..y .uk! be pro,..d·berweco tbo twa IS_ellS. N ill! CUrJIJI~ HCPA ..... tbU -if 
a ~.., af tOdaya caltl S10,000 aDd Mcdi'lUV paid 531000 led )1{cdiCIIRI£ paUl 11,000. d1e.a., 
~i~~Q be crocUtod ..nUs 1 day. IUId Medicaid 'WC,,", be tmliR~ with 7 days... BaA 
~r, JXA-ll, Fd:I.ruaIy '9, 1S1§6.111 

1'Nl1i'WlQ]JAU'1 ~~ 

'tlIc ~ediIry caruemll dill the ~I~atJlW~. t~L!It Matic:aid pa,s for . 
palicm days Ii\« Medlgarc PIII1.A. berIdI.,. _Iu.teg 111 W1i=1S-L. ithe ~ ....art•. 
daat the- dayilR, iD liCl, p4iJa by Medi$ll'e atUllllUat &0 aoJud.Dd h~ll_USH ..att:UlatioB ill 
N:ccn&utc:e 'llridl 42 U.S.C. i 139Sww(d)(S){P)(\I'l)(U). ~d1HIIles. dllPut. ' 

tie hctioa (eq2rt:alCd IS I tlen:~ntq.). the lIU.DlefUGr o;f1Jblgtl it the l1~r of 
the bCIspital'a pideltt days fDt INl;h pmug vibicb. cansldt« plti~=b who (for S(l~b. 
d.ayI) WI!IJ"B I1:isfbl&l fUr tacdlgl uwwlI:a Ll.lldcr. Stlttc t>1'aIJ'lI'l~ftMlr.t wufet 

, 	J~d:t.&pt8t XIX afthi' Ghllptr:t' tthe MIdlc.ald progtJml, aNt 'llf1~tlI 'Went tlOt:et#it1.ed 
tQ b~ under pan A tJfUQ '1Qbi:baptlf, W the denolll1hmtDf' .,r1li'tlieh 181he 
~cMl bUDIber ofllt. haspltal's p-.tleat ckys for sue& pmiQll'\. 

42 U.S.C, § l:l95ww(d)(S)(fXwi)(Jl). 

The lIltInDdiary IiIClU that tin it I ~~ ofdl)'Ji1 \U1dcar MediQItB PIR A which 
.til =WW'Cd for I Medicare beneUciJJ:ry. WMa. Pm A eUsiblUty kr exbaJl.I!!ltt!lci iD &be Gauna DC a 
hospital ~=.MatJ~Pitt B J'l"I!"ddea t:A!JVDI'Ip fbr ~:tI bdlm*'Y ~.:~. uacler 
PPS till Medic:&ra pragram.pA~s tlm U1 diSpDatlc related pup ("1lRJcn pl~ for l1li . 

~ r:IIal ilr.achnicall". tIlo day maimWft '" reJ.l:bld dgriq the CI'~ ofme It&)'. 
1'Itcnrfi.1re, )h:dic.n P," A m.akeI paytacM utl bcha!faf.1nmaIr.1a&y-il .",,~ the: 
DllGtopara_ I:iCIR payII:If:Z1t 1!lllat Iu:t.cnd GOWb ~;r~ day" ..~ beta"' 
dis~hIrp.. 

. no ~ CIIDClia41' rial in crdIr UJ be kI:IwIrd.l11. M4IIiadd PfIIIl't dayI io wlUds a 
pari_ b ...m1..t tp.MJdic;I.W I:m __paid. byMediCII'DPart JI.... i!bid c::aDdiilan. is nat taIS ill 
dill i.wa",." 

lei Pn>vJ&r's Suppl~ Pardtiaa Paper at ~ b. 

u ~tJ Supplemqatal PallilioD 'Iper It4. 
, . 

.... 	 --,....n01 ';.' . 	 ''7''! I ~, 'I '1 -\' 
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CMriw enPm..D., Uader me Nftt1.1[. SSIsI..llIa 

P&QYmP'$ COlfIENUONS: 

l"hc Provider aaUt_a., dut day!!. rd.B.tad 10 Pltil'htl who ans eUsilbte feu "NeW 1~~1 Charity 
eare program skoulcl bu_lYdai ill Ute DSH c,ilGUtation liDce tliey IZlq:.r:t t.bc Jdcvu:a tratut.ary 
crquinmentl.tI Pu.1'1&41n11a·42 U-.s.c.11395~d)(sxrx;;i)(D.h padezltda;t5i1lclwderi ira Use 
III.1SnCUtaf of .the Medicaid prCI~ IInl dsStud 111 f«mI arw.&lt.!:IIJr tba lpillia WIll "-etlllble for 
maB.... Ulilltmce u;ada,t • State plllD apprvved 1IDdar ilbbcbapUu' XIX u:oltbia cMphr_ItII 

ReSPI'Gtivaly, IhII Prav3d11r auata tlu.t tbD Charity Can prosram at ilrLllt pIUhD.y ~el 
"'lIU!Idica uliJIm=.· or p.tymeII!l fbr ibpatiOl\t llalpaa1111'Vies, IJ.NJ.er tl", New' JerlrlY State 
MedIcaid pJIft for '1S11i.lzl IIldls=t iadividuall who lICe nat II\!Ug\b~t for l~. If. pfticnt I2CtI 
certw Jpedlc pdelinal and doe!! nat 81t ciuqat by • b.oBpital for ib .!Ir:n1t..eS, ar the patient 
PILl'S. B ruluc:c:d IJrlcn.urt c(che bQspitlr" clwp.. &lie CJ.\ari!y CI.t!I ptrJJVtm pay. 'tl'le hoaph:al tor 
its unreilUINtlCd COlta.!4 PltlCl1t tWlI"bility eri~ a.!J.d st&.ad.ard.s .,. htUilpitaJ xeimbwurlu:m 'U'I!! 
bach oetailed in the: StIC. pll.O.U ne Prgo;i.d.c.' .phlliDI t.bit Iha _mary w.uap iMhJ.d.e4 . 
da)'t,in the DSH aJr::U1l1loft that pcrtain ro paticl'ltl distill.: und.'. 8tl~t.: plan for Medltllid. as .­
ClUCll!!!d thew., IIGd DIft spa:i1i;aUy c1igibbli b Medictid. 

11te 'Prarid.ut auit'll tN' NIIIW Jc:r:uy~5 Charity Care ptaaram 11 ... II~ ...."J pui of the S,*, 
Sl.ltafPg its statuImy cb1ipticm re~ payrqectt to DSB hDllpitals.. •• Fahnlla_ requirel 
thl'E evuy State haYe afi:dt!raI\y aJ'pnMKi MCcDcaid plan tiud: cfel6, dll!lliOns L'It!ler th.htp. the 

, Stltr.:'a mcthad.l:tla8)"fbr pl.}'ill8 iQr Inl'ihertt ho'pitlll-er"Jeal, 04~ U~S_C § 119611. A.JthQugb!Q~ 
Ncdicud piau IfC fbn:Dubtted by 1!4~ Stlte. Ihc pJd MUtt 1;0000PIy wK'tb the CecI¢a1 Mc:dlaDd 
ltaQ1tc and be lPpn:JYu U:a enter to r=i... fCG11 fiIadB. G U.S.C. i 1:J'6a(a).17 AmoDs the 
1QD.l'lat'Y nlquin::mr:at.~ Sta~ptw JnlJIt QtUfy Cl!riliJlllUdarrJa ~=I~" c1iJp&opta"uDUBte lihue 
bospitlWi. Specitlclllyl u.ch State'. Mccfiaid plall mull pravidtl 1l'aymel!ll!t ndIIt to !:rDspit~ mat 
tan $10 &CCOU1lt 1ha aituaticm ofhospitaIJ tha.1III1W a dilproparLiDCall.er 111.- orla", ~ 
patiema 'With ",.ai ~ 42 U.S.C. I 13961(tX13). n.Plv\1id.er 1~IJlbmita,t!tst tbpurpa.. of 
the JlSH ad~ (to prcniIk II:IdiIhmIl rtiIa~ to tID_ ••,bI! tIIat .terVe a 
GiapropOftkmatc!y Iarp pci'*4ISD allow iD=me ,atfeetI). is ft1ilfy acrlMld ..,ifCharily eu. 

.... • 
J1 PrtsYld..-' & Sup,.., Pcaitiall.Paplr It 9 . ., l'n:Md.cr'a S~ fglidon Pap_ -* 14. 

'r~1Supp~ jlCl1tlall Paper II 11. 

Sec Pn:MdII:rs S\lpplemeatal Positicm Piper et!lchlbit, ill 9073, Il.ll. 

I' Prawidez'l SLl.pplCIIIImJB.I Posi1ian '"'' 11114. 
,1 Pro~_J$ Suppl=.errtal 'ali~iC::l1t Paper It 9. 

80G '': 
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patiaUI .~ lQduded in I.bc J)9Ji ea1Cb1ltJOtl I , neP.tcrllder adiSa tIult ,IIIDf PaUaD.... RIiIrIllve 
ChAritY CfII'C Ill:' pau... ...,bD wauld. be cIlF1:Ite fbr Mcdiclid an" ~~Il' tile fila tbIt tbICr iac:mrJe 
0Jt' ~I ar= too hiP, b.,ad an Madil2dd Umiu, At.~Drd.l.n&hy, the, ~·ravid. atB'ISI t1iat eM 
. Charily Can: proll'lIIlll l..ady IP1 atCUQA cr tM w-Ilcaid pmlJ~1KI't; l1li ~_a" &.IIy 
dIlC1iollc:d by the fi.'Ir.Im1J pcmDIIidl, SL\~jfJCt to t:~l;:tIIIi'WC ib:IeraJ nwliiW tbm~ \be State. pll11 
.pprcMl. procw. I1'ld paid fQl' wiU. ..,.StAte MeQlaaid deillate ud ftl:llh:rel mati:lUa tb.udJ. 

P1.MJly. t. ProVJdet a::011feada tba11¥11l ifNi dos tIIlatai to Chlltity C~mnpdat. are t&qt 

ilu:Jud.ed III the UIH QilcWBtiOa,. Ill... arc: som" CUrity CarIS p&f.ic::atA mat'M:rC Ilct:udy eUgihle' 
tbr tba !lWtdanl Medicaid pro8fUl1. 'WbSth1f tbroU8lt iDadvcrtelilca at' in.&1:riJSy to clltlllUlilll . 
cli8ibiltty II tM ralenut -CIt theAl plftients' csx:p1lCM8 M:rC IdDlburllli~ by Uae Charity ear. 
ptOsrlll'l mhu tbm the Ru,clard tw'mIicahi prop:ti. At 1M vor.t b,ulr~, an ptlillnt G.yl rdat&d to 
mch pati., 9bould bl!! inoludl'!d ita t.h.R Pro'tidll"! ];)SH l:i1cLilatl,m, 

nau~s CQlm;N1lQJSS: 

'I'he tmCfUlcr:tiary contnds IhBt the Cbarizy em diY. at luu~ m,.y M1: be ilXNdc:d in the 
.PrO"ric!ll"s DSH cula:11atfgfS hued upon astraight farwani flIlldUlI of'!LC pertin- nsulatiw. At. 

4:1 C_r.ll § 41.2. J06(bX4)_ tile rcgLt1Itiofti Ipc¥iflcaUy laclllde JIllItlIae ~ ia tbc J.hdiadd. prgzy 
tbsl lID BMln.rcIble to ~! "emit1ecl tfi MaUc:a1d." The Priw.ldwa cl9m deaaiptiw at' ChIriry 

. 	CIQ"e paitlr.ria delU'~ nsopizl:!l tbat _ U'I a.at "t4'P"bte filr Matir:aid I~OVIIIIP· ~A&. . 
l'r~dBtLetter o.Eed NavembCl' 13$ 1991 III 2. ' 

The lDttOlSdiary IIao ~da that the Pl"owi.derJ 1fJI\IIJl.1I'I1I far -dmsCLa:.tity Care plli_ 
d&yJ in. tba Mlditlid ptgJ;yIW bUICI upon a pt.:reliYld ~ict bctlla~I!I1be ~rtp.laii~ 
lUld the~ statut •. AI IlOtC abcwe, 42 c,p.a § 4i2.106(bX4) :!~Idud. patiw dIya iIl_ 
'DSH CIlculldoD atttibU'Ulble to patieau ""tItdtIl:Ci to Mdr::akl," 'IU ,mnln_ ft.IIMe, lIGWC'oICt'.fda-'" peJia'li day.. attribuf.l1iIe tII:I pUi_ts - eUalote fCll'medic:" IImilli1U1G11 tmd.ar • St_ plaa.~ 
42 U.S.C. § n9SWIW{dXS)(F)("ooI). Tar. Pravider ...... that in N4SlJII' le1'SfJ1 the ~ 

. 	.'q.:d::ItJed to Medi,Qdd" is braadefted b:J patiMts wbg n:a.iw lOiD,~ JCW!l tU care 1UId.. a s..~ 
IlbIit. lOt llIpf!CifiRIty Use Md_proJI'UL ~t 11ft .... of'1t_ ftIBItJ.... dDIa DDt 
tuppOtt that dcIfit1itiau. . 

TlIIIdIy, tha ~ coateMltlllt & BDIltd if'"by aq~ill~ _ o,adlbt...., 
...it- n;iIIctiDll til the cbm1., Cue.,.. ema tM Praww's bSH 1!~l,ladltiali baled up:Ifl42 
C.P.R.. , 412.1D6('aX4). SDWfMJ', _1'm~ 1110 ....... lbIt tblt Botnlra,iIdt"" 
proper tbru.D:1 b:J ~•• lbiIlUtI..., lid D1I)' I::rJftIJdcr ~t It lbl' judiald rvwtnr. 42. C.fll. 
§40S_1142•. 

11 

bOO .~ 
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. atAX10N QF l..A'& U'QUtAnQNS AND PIPCiMM 1Zt1tlJJ~::tnQliB: 

1, Law •J2 Y,£G..: 

§ 139SWW(ai)<sJ(l1){vl)(n) PPS Tn8l11cicAPeriod; DR.G 
Cli..tit!18,ls. S)'IkIDJ,; S'IIcqftL;lra 
_ ~l.Ilm_1i::IILI to PI'S 

§1396& .sua... 	 Sla:l:D PW~I fUr Mcdiwll ~ 

2. 	 ,lquWinna - 44 C F .. : 


§ 4Q5.1I15-.1I41 


§ 405.1142 .. 	 Exp~ditil\!!l 8aanl Pt~ccdi.np 

§ 406.1O(b)(2) . 	 Beglrmilse! del Etld 0(Etnitlement 

§412.106 	 S,I!J::W TI:~; HQapiqIJ tluII: 
~18 a tI!l.dprapartioaate Shara of 
LG'Vlf 1Jlc,c,.•ws 'aticms . 

. 
§ 412.106(bXcI) llItII'DllluDtlo.a.·r4 • Hc;lIpit&l'8 

.DhF~PCJ1:i~Pads Perc.1IDt., 
... S==cmd ~cra 

§ -430.10. 	 1'11e State l~tan 

3. 	 QrMt! 


BCfA lWUnc 9'...2, 


HQ:A 1.eIur, J:KA..31. ro1:m.ur.ry 39. 19915. 


aQAMawarudum. P'KA-l1. Jl,ll'll 12, ]991. 


mmI&iS gr 'ACL~YJilONJOf LAW AND DlSQlWC£~I: 

Tile Bttard, dar mlIidl!l'luon efthe fam, panitls' c:cetlll'ti. - e!~JII'~"I &u1s 
&ad con.dudlL!lJ ... fttnotll'S: . . 
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!Pi'au, YilIA Urn hbwu.Malign'ltS A I,peSta 

The Beard t1l14s chit thalJUlIl111eDiuy refUled to incl".da.,atltmt cl&ys Ilf:trihable ttl du,1I rZiaJ,1tle 
p~ in die nullleratar gf th~ P~dcr·.Madi.caid praIiJ. Tllenl~ .~'.9 peftIiD la' in~ 

. 	who cxh.tated u.r N'.ocUc.Iftl Part A. bcndharillrillie ictparilllrl:t dWy. ~ til W 
Pto~",. M~dirJlIlD "app,4 ps.,u" for t~ pltb:nu" ouill .. r;Ia~ ia billa ~ sad ~New 
'utsey Sllte MedICiid Pro..lHsi. U! pay"hDIpitIII. n.; .PtoYidet IrJP.ICiI dlat 1Iu: outlier 
d." lUIt cavtted by Mcd.i~ but paid by Ma4Scak:l ahaulsl be irI.cltJd.nl1 ill.,DSB iJnauIL 

The acwd ....with the Pm¥idOr. Tbo Sa"W. that wh&rll .. It.Aillit=·,lPPfU.... Me4icaid 
~~! relpotdIbUlcy tar pa~ of& pn,vicler'.lIptlliefll .;-l..- t:bIt t¥ cia,.. 
4!!Isociated with lAos. c.t.uIl1ea IIl'fJ1 in facl.'1dedicaid da,..n A f\lIld&m~ cbIfB.oblriltic of' 
hul'dl ~lU'e co!.t flntJ.iDa, _ludlftl thal CDtPIo)'" hi thll J4ect.lCll'l!I eolt. r'llfGl"dq J'rogeaLf~ requires 
p.at1!!Z1l day. lc be ualBftad to the pruJl'~, inSURl', tJt private PIt" paibm rBIp=-blc fbi' a. 
proYidU"1I ~. 

The Saud. alael .finds thlt the subj.C\ da)'l a1ust be ia,l~ in. th=Pro",ider·IM.d.iaid pROC)' in 
arda- far I. "'corr-ecr- J)SH .dju.stmcnt to ~ cletil'J!ll.na'L 1\at 'I, ill 0l11A.. futtB PSH tvnnWa 10 
produGe reaulf.s Dr pl~ 18'11'e11l1ft1idpded by !tIlUt'1 detltsitM _1--' Ito used. III tIU 

.	naard. til, Medicaid p.raJt) IZIIJSl dIet aDpatilftt cte~ ulCc:iatld wtth ~.cue·CClttu IlII! 

bc\c!6q 1t'Uibu.t.able to MBd.iea1d p,,-tienLa that are Dot paid.lty~edlcanl., TUBDIIId !rub the IDe 

~ as illlle pndle1), IMet! tMH '-tuinsmeab. _ thd,r 1:IdUai= fiam t11e Jdl!dicaid prDI.')' 

r."wb in an und~t cfthe ProYidsr'a DSR J&ijlllltDlenc. ' 


'. 

Tb.rBoard Riccb the lntma.edi.lr)"s 8l~ that die smjllCt lSI.,. c;.(JO:l_ ba ~ ill t!ij, 
l.{edicaid proxy be:c;auaD Ma:di&:ve Part: Apaid '100 percem uf'tlsf.1 ..ppH~:lIble D1l.Cki thIl i.. evtD 
thaualt rJae priem, had absUllld p~ A bcurib duriDa tl\eir 1d.1:alsIit:~!ns, D'iG ~ 
was DDt prnrllted dowawlLJ'Cl. 'l1E Baanir hD~. iud, • pJd_ .~~"Ilw.. til t.1U.Sid1 
thc: DJtG ~ triad. bytblllllmc:nucdJ.uy II well .. a.ay My t.MifIr ",1IIIiiIitif, tba may .. 
h&~c beert tuAl. '" ~ br tbc PnM.... ~ dalllt ... ill. t.bi!. use ",",W of0II.1k 
dQl wWdl, by d.a6ritiaa, IR: outside ul'DkG~. )t:ararner, .......,. tIIat....,· . 
uot ~1IIf t'hnNp :MediaJ.R!·1 CIC.It.Ii« medII._....PnrtA I....1114 beezl' . 
alllSulte4. 

. n.Balii'd fI.ad.I t.bII ita pcIIIitian ...1r6Ja &Ida·m.tieir i. CO!IIiItelIl witb ..........BIll 
R&'JIadau. t!aBtrc:dUq lUtbaritia at 42U.S.C.ll:J9s-...(d)(SXFX~ii)(II)" 4Z CJf.1 
§ 412.1Q6(1!t)(4) I'l!IqUira 01,. fJ.1mIalcd to pUicm.a .oiIWe tar ~~.~ut l1li ....... til 
~ Part A to bo iIlcludali &l the Nalcaid pr.y. The Board d;:~U"" cbft .. 
CQDdidoa c:da¢J hi dDt cue. Oace th~ patic:mJ ,bid. .n,,-ted theLr PIf1: ~\t..dka limy WIn DL'l 

laRpt ditlId to IJawc Medic:are PItI: A pay tat ~mr iopatlcm "I~ Ilullhb ClU1J cGIt.a..Lf 
, . 

III 	 fte BaItd ~'h"tne=m Cc:rJidJ=d ta.Mlldie..r. Pm A'" 1111 UIII:Iitl Q CJ'." ' 

§ .,J;2.106(bX4) hm 1A1I1.Int\ kcnti.t.lIraI=:d' .. tbId tcrI!L is \1HI~ b au:apb; m42 


, .,
t to 'd 
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COllCW1'Ctly. thssa·1itIlI; p.tb::ntl .....c cUPlII tor MDUt.lid ~. 

F'w.Dy. thu Board flDda t1tat it i& dOt eul!lltia1 tD this calC Ibaldle 1~1'W l'QlIJrlly &tate Medicaid 
pflIaram had I~) leimbUnc.d tbc P're'lid._lbr tJoi8 .a.thfst outlLar .!I!I. Co~ 1It'fth BaA 
It~ 97.2. it is not 'U:l~ tOr a Il••piulID hIM: ~p.I;rl~ jill ol'd.¢ ter in=1\ldw: parilllftt 
d.,.1 in thI:I Medicaid ~ it II only 1lkw=s&I\tY lbr lbc pItiInt ta ha--.1ueQ ~l.a raed1.:al 
usiau:m:.e Wldd' the State'. Madielid pIeD. 

:rhe Bon linda hi the Uth:nnl!dls:, rtfilsed to iII~ CbIrity CIl6 prClIJ'llll clays m tbc 
a.wn~ltar oftile PrgvJdcr". Medir:aid p~b~ it cDDJ:lwIed rNI tIalJlR days GD Jl~\ pllf'Wn 
tv pari_a bentitled tc Msdl$Blrl' .J nqu.irl:d by 42 e,l.1l § 4l2.1Q6OlX4). lD Nppon eli'll 
pOdtioD the llltJ:rmadiary aCes the Provld~.laJcrll delcrfptia!1 ~lfdle t'bamy can pRW'a~ 811 
pnwidillg medlca1 ..IiIUnA uNlet the: NC'W Jmr:y Slak: pJan tbr CZI1aUl J.rldipnt iadivldwtla who ,', 
do DtJt taeI!Il the Stale'. Medicaid diRibiUIY rcql.linunctlta. 

l'be ac:Hltd, hawevcr, btl.1.hat the IIUobjc;l Quu;\yCm days e1f;11,uiy mll,:r tbI: ltatLdary i:Lmnith.'lD 

ofpatie:nt day. ind.ud.ecl ia. tb au.lD.lr1dOr q£tbe MIIIIlcaW praIL'Y 1IIIid, tJ11llJ"11bre. aJ:t..oWd lie 

included ill tile hoYidt!r'1 niH aleuJeol. lbfJ CGllfoUins ~mt42 US.I:. 

, 139SWW(4X')(f)(ViXUl rldiUI pali....,. itlcllud.s! irI th.IIDD.aII.tx~1' ot.M'IIiir;:aid pra~ 

III thole days pen.. to. p&th::atIJ ¥aJiss'"blr; iDe' medicalllilillam;e UDder '.~ pJan Ipptcl'\ll:d' ; \ 

utIdsI .1Iap~c:rxr.x "CriD cnaptar.M·ln tl1l.l Rlud, IhcBGUi~_1 Uw &Ill araabliasNe'IiIf 

JCll'My State p1.8ll W88 ap)lrt:Md 'UJaf1r Tille XIX arb SociafSa:lllfity ita II requIrBd by tbe , \l 

'(.Itt.=. ..~De ~bjllCt Charily CIl'8 prQgraai w.Ialdl pmvidctl Jr.cdiAJ asaiiiArlce to \ r­

dipJe per!Cu. 


T,b-= Baud. rejlds me IntIrIIlaiJuy'. ~t tl1ct till 0Irfty 0.,. P'~ientI' lit i.i$e ill. Ibis CI.3a 
.....e ftat ~l!Id tD Medicaicl. ~1IIda!I" tIJe Jallrd liDdI tJIIi lIlY PII-~ ...,. /-tr
r.:ei,,;,q modAl uaiwDance _. 1ft _piuiaS Sws. pt.",,, by VJitL8, E'-"'_~eIId, The 
BoIIrdc:ii8a.1 C.F.'" • 430.10. 'WIiU:II .... illM: " , 

. 
(t].be SQ!b pia is a caQl1'ftibauiw 1II'ritica .... IUbaIilUd by the ~ 

cleuribina the .....uut ac;ope oriUIcfaUCiid prDStIIII. , .• 


42 C.P.ll § 430.ID. . 
l"ha Baud ur.adentQda tIw t.be Nw Jt:IfIIrI StID: pkD colltlllllllim:.taJ:Jl: r:.QsiNItty I::Iftc:rla far 
Charity CUD fll'ognDs pull:rJll th8It it dace fat ita trth.er. J'J1D1'O ~P~._ patItatts. 

sp=m7 

c..r.l\, § 406.1Dl1'X2). The Board dae. nat Wwelht Jlrer.c~lnd 'lin ~ear:irIscl" lUed iii 
62 C.FA § 412,106(11)(4) it _.p_ to nile.ct the IbMIute eru ;:f1fliD4Mdul1's haalth 
inllJnQlc;a bdm:&'I:" uadet MI!IdU:::uw. 

ZTO 'd 
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NORQw:r. tM JJ.oeN taalhwes lhiI dim:tencc it the ~aei. for tk.IIruer~I!CdiIrJ·s ir8U1DCIlt 
n:i~ 0IriI:Y e.n ,patllltl erttid~, ~ the Provjder"s jJt&1Itt1llS tW Chait)' Cara 
pall.-. U'CIIIO' ctilible fbt Malie.Nd. %II. dFlI~ both dae hlfl:Rl~" lid dot PrcIvid=r Chon t.f:l II 
dda.e Mcdic&lc181 a tJPB ofIt.1b_ofl'Dc:dic:4ll~;c, within11le \Q'f:liIlIler CDDh:ICt olthe St4tc; 1" 
plan. Tbc Solnl, Iso--., 1WI1 lUI .utborttI.U'" buls tor IbiJ dUtineiicuL t\e Baud 5nd.s Usat \' .!I 
OBGI a Slate pl!rJ ia .ppnwed. tM ,edml CittYlratctlt Jlro'Yid&:a $tl':!hizIg imd.I (Dr ell medical I:' 
III!tVice COStS pro~ded fOr ill that p~I~ CDIt4 attrlbUti1~ll to 'tk s,d,ject Charity Care 
~Clsnun. 'l'ha Board aou:a Use PRrwid.II'·. 1II\Q'11111tft t.Ut that Bt.Ite dil~L fD lid, rCGCiya Pe.dcnl 
l1Ultc;bina fi.uIda !or the IlDlli at tbe CIwi.t'y c...n, prosnm d.sya at i!J.sIj:l!\. IJItI tNt ttId JlJWllSnt 
...... J:1Qt diaputud by r.M Ja.tcru.u:diuy. Mor=nr. the Soard nct.. Ht:7A ~m, JXA.. 
31, dlt\:d J\.U\c 12, 1S9'1. 'IiiIhlcls apblin. tb.&t Fedenl Nadins 11111. im!1Cl'WI: fa.ct"f ill clet~ 
~ or "at a pKtlcmt U)' is iMh.uteiS in the Mecti,lld pr1:J&Y. 'l'b ni.tU1arwfum It!ftd. ill pan: 

[~JCJ.ILIia_ with t1le ~ ofAppeal! dldlians on UIc illUl! IrJIf'Meticaid da)l9, 
the HCFA Ru.li.q 91.4 9IU meaat. to be ia.c.lUliw, ,.tftCl· tlwa ~~. This 
~ tillt, in ca1~a.s thu ~elM~id UYI, ti9(11 iatermcdlariee 
IhtJuld DJJc ttlemsalv.a. "'WI$ this pctllO.n I Mc:d1Caid (Ti~lc Xl]~) bCD.C'Sclary en 
thlt dayoflG'!tice,It If~ OUISWQr is "'yes... tlut .yCGtI'lIts bI the MII:U;sn 
diapropC!l1ionll= &h-.ra Ujuatll1. c:alc,*tio~. nut elMa ~1_that. Ti~'a XIX 
had !D be re.spaaat'blc CDr ,.."...&t far _ patti.-scni_ lw P'DI' 91ft tAp 
1I"A1i '*' 'Q ..bsrn ,*",,1wl,bJ I st&t" ..mCCJ''1.:bu:~.'tJittNmI.T'' 
Md. metUull·i'WViP fq.rPH gfthe lI!D!iat G!itr--'~lI_Oil stat. 
HdQid Iil\p XIX ;110. . . 

HCFA~BA·ll, JLme 12, t991 (f'ltlpJl,uie uhWJ-

FiMUy, til. B~ hIrYitIa GCJlCIwleci that • Slife plaa --1IIi., &tdiJrui....StIle'. MecI1~d 

~ baa QQ bul. Cot the IIltstmediiry's pt'DIJolitiDil that (me ChIU.rily Cant dsJ3 Wue a;aay 

'bMl he UtcD lbr IIIpIIdil000Ndicial ,evlew. Tb.e!loard WI that. •.~"'4~ e.JiA 


. § 4J2.10Ci(b)(4), Ufbicb .... the DSH ~nOIl,... dAIlY' nu....."' ~ 
·lIIItitlcd ~MediClli"tf ilatlleatitlly .iJaDJl~wMh.., U.s.c. 113§15.....c.ax.sxrx¥i)(lJ.). 
~~~ dayllftfItd4t,bIe Ie PIli'" ""tIlaibt. m'r .mM=-J ..........wWr I Sr.at.e . 
P....• tIirJ Jic.wr:l aDtaIlbIla.,.",.,. 27. 1.,.HO'A i.:IU.I1\utiJ~J 974 _ dIdfy • sp=I&c 
ap_ ot-1JSlI 'CIIlmlarioa.· 11M= B" ~cI.\evat tN, RlIIiDI !lIPJ;lCIHlIm ill JIrI1IkiO!1Ii1»:: tbc 
bUas ~y ulCllbo aibr.Ul'ltiac=l tt.:n:u ~~~.' . . 

tJiCUUgk AND O'RDQ; 

P.., Jilyq 8m••,...JwbdiSlhltU 41... 

Tha IftIIIID1I:diary I!u:Iu1r1 c:ml6fta tile -..bar ofClUt.lIer daJS of'$iJMc:e&=i1llDd by the Pavvidcr 

to "'aIIaI"bla pllilllltllftl:r their NcdlGlfO Pari AblbcBQ hid l~lBtcd. ..wlich W't:f'a 

1IliaPbl8 .fior talJft~UltW \be Stuell Mediaid pI., ad ilDdw!t tlI1s ......ofd.ayi i'q thJ!! 


.,·ct' I' :1' :; ,. ~.. ;.. ~!. 1'.\ 
,~ lJn I II.£10 'd 

http:PRrwid.II
http:Malie.Nd
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Pra'Wida'-. J)SII ah:uJetimL 'I1uIlIItcnnocI1f.rYs rdl..t to itlclude lhilillt d.IrI ill till rwmlZ1.t~ 
pmaD althe PluYkIer'. NedlQiid ~ ls rwl!hcli. 

ChtrcUJ <:va'£saram llJa,Uadar 'bUt_ !Pl].- JillS' PIA 

The ~ Ihoule cOllfirm the eumb,,. orpallel1t .,.. of~~ iUmiahCll by diu Pn:n.;4C1' 
to patiOl1ta diaible fDr ftledl\".lll ,,,C8WJ.c1 undat tll.e St.te·s CWlJ Onpmsnm, tild ia.clude . 
thia DmJlW afdIya it1 tAl Providr. DSB ca!aulatiQQ. The Idtl!lftlednlllJ'fl ft!Ift1II1 to inclu.de 
thOle da)'l iA till lUIlIfttor PQl1Jcm otthe PrDvidr. Mraiicaid ~ Us ~. 

loml MtIIPnPIIJ'i;iP!UPa: 

bill W.·k\Ia 
Jamea G. Sleep 

Hr::my C. W~~ EaquLrv. 

Martizl W. HaOftt, 1r., E-l1uire 
Cwlas Il. BI.I'k.ar 

EQll1JlR BQd'Qi 
OC,T •• ,. 

Jrvi&l W. Kues 

Cha.l.npu' 
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0 --:J 

Ure l.cg;sl:llture 00( to <In tmJ tin­ 'm1U.ic11 rcducUSf'. tie faces idena· 
() 
~ ..... I 

Inlu!ri~ wilh the ''aXes or sptndirIg ("31 cuts in fisc.al year ll¥.tJ. wtJich ... In 

lut are ('(lntaiAed in Che cfUUnt ~1a.rb 'July L Add ill fe6eClll match· 
 U\ --:J 


budgef," ~.aid Ha,ILiwar. "Sbf!'.s ing fund! aad !be (0Ia) toss of dol­
 , 
U! .....~id.lng by the emIen! budget. . lars roughly dO'Jbles. "II IS) 

Tbnl df~'t nlle o1,j wBrlIiog 011 "I'm ~ry wvnied ab-ow'9'9,'" be 3:.f, ~ ~ rLJ 
viI:\)the (igareH~ La)( for ruture 5U' said. VI0 .... 

Sl4I1'lS." He'! fiu;\traled he is not getLine ~}B '~ IiiiiIt 
b.M<U1on also tried "vety acti..ely" lIelp b\1m h\vn\3kers and the gov­ ':I ~ 0 ..., tl.) 

W R'!( tlou!-:<! VOOlOttaJjc 'Leader ernor. "NotIOOy wan13 til get out n (") 1». :¥" F'eW- StJiiirig tifsu,wort8 ls:ceot lhelY and fWt.e any"tu:es; nobody 
inem.se. acooroing l4 BIlriiug. wants to !pend mate lOOney,'" he· ~ [ ~ .. =, 9 

.DLilt!! ~0eO, Burling suwort­ told the group of 10, wOOre.r8: .... D 
~ a quarter inc.c1t!3Se last 1les;i(lJl, "'I'b.. l.'$ what Ute "robk:m is.II , t:l .... 3:and wa.e. dislllayed witb the Rep. Morton sal" allOther. option ~ 0 (0 H ­li.e<Io-domilUllL-'d Lcgjslillure's Mal woo:!d be a 811Q1JfementaJ hu~t .= ~':Z Z 
d«:isitlD. Rut willi the budget oa.w 81.11 he said !he ReiJubHean readi: I"B .. ~ ~ (D. 


U1
~ ~ -lin. Jtla<'C, he too rejceWd Mortoris in the Leg;slltllre -lIol.t6e Speaker. ::r -;.I ;u
svggesfum Donna Sytek axd Senate ~:sitfWI (D ... ~. H 

"1 r... . () P D 
-l"I'nl rICK going to be d;aoo mID, J/1'C Delahun'y;" hAve RQ 1iL~' 


A, Iryiogto pass a lIDd.ncreas~ that ofletung that happen ttJs .eg~.i .. 
 (:) f!.l 0
;u 

;(1. ­"'on' paM, '., and, B,~vidtm "'Th~ &aid no .&IPpl~men1W." he, Ef "'''' rIJ. 1\ <:: U1 
t" Ole old rax amI sperutu routine sa.id. "Liaten tJ3l.hegowmof"tltll on 

\:) 0 
.<,,"; . agaifJ .. Burling·Mil '. . , ' ll1e ca.Oivaign lail "tte'Jj veto any ~ 11 
~~'f"'~.r H~ a4doo, -:t;v, , . jmt done .l!Uppl.em(!II tal. Tbey're'afn-;:J.dy l'\ID- . efl 11-c::"'c J:lgti"'CDqq i:"-~~' .,o~fclr .~ eleeti61l&. Th~. not 

.'-i·8'g'~~·= 
0" ~A'~':<lfA 

'2~~t;!:.~ 
r:S'=t&r > .. 

.~~ = H 

'n'!'~;~!"1:~~r~;;'I;~~~~ ,:~~, n~ ~::; f c~"· 'S-g __ .. -'--lIDfI'[~ .... _~r; , ~ mlikelY to be a sUf)Piemeotal. -,'d be ~~~~~~~ -~ a~~=-~
o:? ~'v.'e'"e'·ba'cnic~d'~t'fi . tldgef and more wo.cemed the,y'Uc.ut m(lre~" ~ /l:>CIQ 1». ti · ... a~l-:! h G.rP to ~ _ -o~a~~~~ ~~D6~,· . 

.g.~; . dt!'alt \villi a llt!pu~· . rltficit oE. ._rl~h8re ib>a bill in Ike JfQ~ to ~ 
g;;i "r.-g:-i:?,' ·i~····· 'I) ..... ~'< (1)1 s';i\. really ~ttr,gering pfh1!.. jon5." raiSe'the ci~Ue tall.. Mt p.' r.~an· , t! ~ ~;:r iJ, .. ~«! - .... fil!! eo a 0 t. 


StiU, IfUlMg said, lie plans to rung Drown, a Lebanon fte"ubti. " ,
i ~.I~li gte!::g :1 g'-~~ ~fi e O. ;S
rcmind,,'Gters why the tall)J not SO can. wants 10 ra;.e tbe Ux. by 10 
C~~: ' (<(lnls aad'illcludc df.ars and muff ~ 

"Do • :t.Iso intoenli CO campaign under IN!. ta:lc fcr Ule find.6me- . .. "lblIg!t[ j!.~Ji5iJ~~ ~ ~ ~ 
from Hme to lime., pomliJIg Q~llbllf Dut Bro'MI·.1 b.iI would not ftetp ,- ~~!!i -5 ~n~l[fi.~ ~ (1).the HecrulJlk.an.s faiw.:t In n.ise1:he Modou. 'l'be addtd cigarette tax 

ejgar~Ue tax (by 2S1 (It'1l',I) ,nd money Would be Uge<I to otrsel a C'U.L 
 &9!!:!~ih i'uh~.l'i' ff .., 0, 
thereby set up a 61tu\lUuR in wtlie:h ia the e~lttions laic. 

we l'./UlIJot deal with oome o{ the lSI
Last '~8sil?tI tire Hause.agreoo I\J.. s.~: .i !1i:·fI 31S"lif Hi (t)
rnal needs or the st3le? \~. Ido tel a a()-Qen I CT~1.tc IA1r. i.rtc:re.ue, I\J 

intend 10 make that point.... -while the SeM!.e. _wro\'ai·lI tents. ~( ~l-~,!l ~~! ~i ~ '~ = en 
fOr Moc1.JJn, an inL're-ue in lbe Instead. 01 readUng a l"tlmJ."Oooise . tJ s- ~ ~ p:[~, ::i. , f!l!' ~~ . In 

cj~lte !all seems 1i.Ire. ~way in dte middle during the ((lni:re.noe lSI 

ento address (h&se neie6.s Mel deRed ccmmittee. Senale Rcswlt1ieans '. 

Ctlll'l' ro' lUIt bl1dget Wti£1ed by the marut€ed to prevail e ntirt.~on eRe ~ ~ 

LegWalure. . cigarette <ax.. ' " 


.He bla.~ Ole 58 taYOHUD $3.3 
 ~.1) 
IV 

mlllioH in versonnrl cub ordl!t'ed t500ft Cal't'eff CM be reached aC ':0 1\1 -u
'-..J "by HIe Legislal.llre in June. and he 224-5301, ~ leu. a, by e-mail ac IS) 

has I't.ad to ab.sl'J t1J a sc parate .~4- icar/..-ett@c:mcinJtw.com.) w, 
IS) 
OJ 

http:4-icar/..-ett@c:mcinJtw.com
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http:the,y'Uc.ut
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Health 
access bill 

. ' 

gets Choke~ 
.. . ,.; . ",. 

Abo~t 150,000 New a~· 
IIbn resicients, includirig 
20,000 clill.dr¢a, clan"t have. 
health l.rJ.:Nran~. That's more 
than 10 percent of the state's 

opu!l\,licm: They al"lrft't poor
f9l to qu.U,f.y for Medicaid. 

bu annot ~0M:l prt\'llta eOV'­
era&'G, . er: 

There b--.~~~!:M!tu. 
. tJon: TIp up to' $80 mlillon a 
year In. ted.ef'al money so 
rou~ halt thlu;e people em 
Jet c::overage from private
Lnsurers - 1Uithout 8 P8nn,Y 
£roam the "tate. 

Participants W01lld 'pay a 
porUon, on a a1id.ing ;cale. and 
Collectively contribute another 
$80 II'lllUlln• 
. SllpPort;ers ~ it's It ~at 
~ty to address .it J7l~Qt 
need wfthol.lt taxing the state 
~ury. The state. they say.
would De foolish not tD jump at 
the ch.a.nce. ", 

But key legislators, inelud: 
inz House P'inance CottuTl.ittee 
CM.t.rm.s.n Neal KUrll:. fear the 
emergence of what has been 
li~ntd to sor:1.B.1.l%~d hssHh'; 
Lnsuran.ee. Not oo.ly co~d p,ri·: , 
vaLa in.sut9n;; be hllrt l.li t.he: I 
process. critics say. but the' 
state couJ,c1 ~t $tUc:k 'lUith the 

t.8b if the fewa! monq dried 

up. . ; 

AI. !.hI! last minute, K\Irk aM' 
OChefl in t/'le Legislature: 

• See HEALfH - Page A-a 

http:Lnsuran.ee
http:wfthol.lt
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SMa. • an or 
low-income .91ngJ.e parent4, Uy! 
la..-malters art b:eing sAm-sighted.
"Tha rauure to pasa U'lls bID. is going 
to hurt a wt of -people who need 8. 
little bit <1l help so they can s~ 
hcW~ anc1 itsy i.n the worl::place,'
Dust:i.a Slid. '. 

The'Lagblll!\lre's move comes 
. at a time wMl2 the tadl\l'idu3l MAltn . 
i.n81.iranee market in Ne\\' Ramp·
shirt il shr1rJQng allQ becoming 
mare ex})en&ive. ·lUlU! CrolS·Bl"e 
Sl'lJellt ofNew HunPJbile the only
domestic carrier that gefli health 
insurance to iJldividuals, his raised 
retes twice in the past si.xrnonths. 
citing it. iTOwlng COSU," 

Th8 result is that !Dr some peo-­
ple. privati? heaHh itl3IJraz::ce I, 
eve..n further OQ: of their reach. 

L'ntil recently, the bill to C~8tt}· 
lhe Health Aece&8 COt'l'oration 
appu.."'C!t.i heaied tor easy pass.1ge 
ilito law. Ailer paa&J..ng the Hou~e 
and Senate, it retyrned· to the 
House late last month so members 
eould sign off 01\ Sonate dlanies, 

Moments before that .was to 
bal)pen. !turk realize4 What was 
gol.t'\i on. F'nnue. he a:nd Com· 
merce Committee Ch.a.!rm.an John 
Hunt - nel\her of whcs~ c':")':""mit­

'"s aot to review the biU.- man. 
aged to keep the HoUle 1r'Om votitlg 
to accept th, eh4ngcl!!.' 

. 

http:Ch.a.!rm.an
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Ci .... 3Human services chief 'shocked" at cuts .... 
z 

~ (J)
0Depaltment· stands to lose $} 00 mHUon· "I ~ £h~"_~n 54id. by Cas:: the largest rta1;\~t:!.c.y. --! 

. - Ce8cribwg blS ~ when he Even wJIh the cuts. it.ViiI f'eC£l'Irn 
H ;:0 

DfJfound Ollt what RWIff: and Senate I871lI1il1!on ewer the out &wo years --! 
By SCOTT CAllIf RT II Ilres:i C4I1ference yea~~ a . Degotialm:'t had d4llle to _ budget fmm the state genera) runct - ebau1· ;:0 

0 

MoniCor a«af'f re.rultellhe!.e avwl:!osl cull woik- . "If you twI geen me Thursday li'.I· 50 coo18 of evay c!ol.ar .the sUI Ie 
(J)in(, womea and poor chifdrtn mil)' o·clodr, 1BCItU' lIt'OUld Mile 4!'1qIeCf,.. spem:fs. 

not have 2.OOC!1IsAAl medical can: What b~pooed. I lfiddl elqlec1. . Martc:to 0 
11and Ocose.cutB,Vt'11d.he decides 11 

c'AeDar-tnuinL'$ 

_ il.1 i:'l'!r.C'l.li 'Y. Sb.llheen "c- have -$Qme~ re.dudion whetller the Legi.cta!u.re appn:1V'e1l
what types m.erviee. might be CUI "mmended r. UIl legiahtols give vices, .. K:urfl said. the Ilocer.sary Iwlds. 
or how severely ... 'Wheal. He \1IiII Merton $a9 millitln less ChMI he had -Ow Ki.uk. a Wcma &>publk.an. . W1l..at thedepaltm( nt could do is 
a.&~.ss lite sihJ.awn f)1fflJ" the next req1J£~. wd ,U>milliilQ of tile "cuL" «duaJ.Iy set up "wait Jist tar P"'gtams lltat 
two monUts. . The lrudte~ barnmefed eut last ~ & Ifrop in Lhe d:eparlmenrs are IMllmandakd, Morlon said.. 

Gov. Jt'aone Sbabeen citOO Mor- wed by HOllSe and Senate negJllia­ 006 bi ~d In result fnl m 11 con­ 01)2 factol' in Morton"s favor is 
ton's situabon wben she anrlounted ID", further reduced that iUDOIlOt aullalll', study. .. ru" broad power ro lnm.tCer mOMy 
she would aliaw Ure bUdget .agree- hy $l~ million more. . r,1artoflr.aklit'~teUIJ from one Booxmt to 81VJthu with­
menl readred by lawmakus Friday Factol.'.in the d<tU:a-·(or-dollar Lftal .savings wi!) • • ~ out pennission f«lm the Legjala­ I\J 

(Sj
to take effecl- but without ber Jig- led«a1 match 7l"I(ll'UlY t.hat would be ques.tion cif whether that money is hIt'e. 'Ihlt ihal &lIsumes he bas I\J 
natule. She ftpMled!y came close lost .&.l1d the fua.ding drop reaehe.1l going to be Chere is unkilOwn,. aJId 1lMIllf)'.Ieft to transfer. . 

G\to veloir.g the spending plan. more Owl $tOO million. The depar1~·. to cUlsp4:!ndibg<lQ lbe po.ssibi1i~ fII <J:J 
"nus budget cuts the Depart.-· meaC wiU get $2 billion in state and an WJ..Imown ikm I'm nat .3urn b (Senft C8Wtt tIn be reacheQ at (Sj 

menl Ilf Hca1th a:nd Human Sfr- . lederal lIloney owr U!e next two the .smartelt tJmg 10 00." . 124-5!O1. Nt. 304, QI 3)' e-mail." G\ 
tNvices to Ibe boae,"" S~een said at )'ean>.. Ileallh and Human ~ is SCBIVett@cmonJ'lot.t'\'Jm.J G\ 
I\J 

1.) 

(J'\ 1J 

(Sj 
G\ 

(Sj " OJ 

mailto:SCBIVett@cmonJ'lot.t'\'Jm.J
http:reaehe.1l
http:Factol.'.in
http:publk.an
http:Legi.cta!u.re
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.deficit 3 years 

'_'•.•.. 1'.1, ..•.,.. 3 million surplus' 

. , aid ahortfall: An 
The fol1cr'l\1ng are ~1!.ton:al·$2.e millton was included 

the '15.6 billlcn, U"U·~:.i· up for a shclrlfall i:l tbis 
mile b~<l.iet: state aid. tor catastrophic 

• Detroit: The education C06~ 
absorb! . this years tie. ext'~· 
three fiaeal ye.ars )'01.1 retorrnatDry in Man· 
bienniwn with a $3 mWion .. 

• Spen~ The pl:J.n ra.lseS! Mcmey waa includ~ 
$U lllilloo in ~eral tax .raises for 1ll,Me state 
which !~ within about 1 
tlle plans propose\:! by GO'Y. ~'.~...."'.~..,.•,:.,,'., State tro09ers: 'nI.e,plan adds 
Shah.een., the House a.."'.d the I'm.!~DIOI~l:: an%:! six eivUi.lm posi.
"te. " troopers ~U.Id. be reas· 

• Revenioles:The 'F"l~8>...... to duty, . 
health csre a-ust ana numAll Sfto.. 
t3pt)ec1 if arCl,tec:taD beyond what the 
hl.all3Q Af!.t'Vi~~!I ""'V"'~"'"'' proposeQ, essefltially 

• 'l'u.es: ....g ......,,,. the depa:t.ment at the 1m 
2G·cent hl.lce i.n. taml~a 

extending it to 

Ulbaoco; tbe House llOD.r'I:lYEId.· 

cent Incre8le; but 

adopted 8 12·eent hllre 


. lAXIng eli.ars lU'ld pipe w'""a....''':' 
compromltt COWIts on 
proposed by the Senate. 

The compromise also 

·elrtendJ.r)g .surchQl~ on tax,I!.O:::itil'i"·' 

te{tphaM e.alls, hotel 

ing out and real. es~ale __ ~'_',,_

utends the telephone

include pay phone (lalla 

a loophOle in the tax on 

salet to .enerate more 


• Local 314: The 
roughl)' 5111 I'I\l..mOl! 

state all! programs than 

two-year budg&t. 


• Disabled. ald: 'Money

included to serva 131. at the 171 

sbled acil.l.lts on a waiting Ust 

a."1! in Clili::al !"..eed of state 


TOTAL P.08 
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Medicaid Windfall' 
Cut N.H. Deficit 
State Officials Used Loophole 
While Bloating u.~. Budget 

. The state o( 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 e\iJs of deficit spending and big govern­
:ment-and critical o( the spendthrift wars of 
neighboring -raxachusetts·-it is one of only 
two states'with neitlier 01 sales tax nor a general 
income w. 

But since 1991 New Hampshire has been able 
to preserve its unique low-tax status thanks 
largely to a loophole in Medicaid law that ena­
bled itS Republk-an leaders to get the w:paye~ 
of the United States to CO\'er aya\lllling state 
budget defICit. 

·tt '\\"2S a 'scam, no question about it: said 
Douglu E. H.ill, a Republk:an state Iegisyt"r 
'\\110 helped de\ise the scheme in 1991 but now 
f«ls it en.lbled New Hampshire to ·po:;tp..,ne 
dealing \\;th its underl};ng fiscal problems, 
·We'~ funding ocr "Ute jud.icW s}'Stem, our 
highway program and e\-erything e~ out ot a 
Medi.:::aid .Ioophok, v.iuch is being fun<led oot of 
the (federal) defk.'1t.· 

In Medicaid. dk' feden! go\-ernment p..trti.1Uy .. 
t-eitnburtes sUte:> fIJr tbt-ir pa~~ts tIJ ho.<.pi­
uJ.s. docton ar.d ot~r pflmders 0( c-,re til the 
mediaDy oe-tdy. The ~unbursenk'nts . .lre· 
b.ued on.l funncl.a that \-:100 <kpendin,;: on the 
W'e1lth ol .I sLUe. Ne...· IUmp$hire ~ts 50 ..'tnts 

Soft :-'''P' B.\....P$HIRE. ,'" Col t 

. ~ BAKPSHIIlE. Fro. Al"\, . offSet ~;th higtlerU~nor.·tlie·llorro,,;ng··
. authonty;o! .the.s. Tre.uury. Serious as 

fr~ the federal 'iov~1 .for ~ve.ry·dol-.the ~.s. deficit may' be: tOpo$terity, .j(. i 
, • lit at Pa:I ~ 5e':'1Ce prO\o.,ders. , • '. groy.'$withoo\~Unmediate pain. .~ :: 

Mi:r a ~ •..n1I the Reagan adminjs.; ·PethaP.s for· lIIat 'reason, 'poIjtieians 11.'110 . : I. 

I 

'tration. whiCh'''; tryini' to Iimit.tdediaid . ~~Iy'~pfeich fJlicaJrespOosiJ>ilityba,'e~; 

~;Coner¢ss"in 1~86 barred theJed7:.n~lya~,dIeir'piinaPks \\ilenl 


: . en! ~: from· .~ ,:.state 1lV~· faCed ,with choosiJlg bet";~ theintefe'lits !


I ~:~~~=:~~:;:~U~::~:~'~.~~~~~"'\ 

. tGacxlvercd that . .they coUld PIY.hospltals as' ··In 1991, for example. thefi:.New.· Hamp. , 

· much IS they ..-anted. collect matching Med-~ .~ahire Gov. Judd Gregg(R) tOOk .aediU~:··1 
· . icaid funds from Wuhington and lhen re¢Ov- .' -$Ok'ing the. sIale'. f.\¢al ciisis.n·q tbo~h . \ 

enome ohlle lIlOl'Iey they had paid 1.he)i&': .; he. did it\\itb· federal Me4ica.ilHunds. In' i 

pit.alS iii thelorin ofmte taxes or ~ticicts.> !1992.he sUc::teSsfuUy~ 10( t,he U:5. Senate; I 
.: In effect. states padded.their pa)-ments tcf . ::ai a' deficit'Cuttei and Rif-dei;(:tibed: "$kin~' . 
·the hospiU!s in order to genera~e more~ed~. flint":· .1I.ilo\\-3$ r~Uig'to stal)cf.up ~d be .t 
en! matching fu.nds.:then receIve:<! a kick- , counted on the baSIS of fiscal consen-atlSm.· i 
bade fromtheh~pitals. . .' ·.New· Ha'mpshire Sen~WarTen Rudman' 
· . Using the de"ice in 1991 and 1992-the .(R) ~rted prO\isions in a key Medicaid 
.Ioophole has since ~n Largely dose:d~, bill during .the final hours of tbecongres· 
.New fLlmptJUre coll~cted $407.3 mill~n in sional session at the end.of 1991.to protect 
additional rederal Medicaid matchin; funds New Hampshire's' Medicaid scheme 
on top of its ft~lar MediCaid stipend rrom through JUne of 1993•. A co-author or the 
Wa$hinJiton. But on1ya small amount of the . Gramm·RUdinan-Hol!ings deficit reduction 
\I,indf.lll ""entto expanding Medicaid ser.·, La\\'; Rudman said recently that he had no 
vicu to'weifare recipients,'the di~bled and . regrets about his role.. ',. . 
the eideriy poor: according to .half ado.u!n ~My attitudev.-a~ that if .that'sthe· \\'i!y 
sute official!>. . '. '. ...... the lame is played, we'll play it too,~ he 

.About SSOtriillion ",'as dil>tributed to 27 . said. -((we were going to ha\'ethis loop­
hO!Ipitals.but .rrlClSt of that money is stiU in ,hole, I.wasn't going Ie. ~ ~e\\' Hampshire 
r~rve fundsand has not bi:enspent:, . stand idly by," . ". . '; . 

The number of Medicaidpallents iriNew . " RUdman and former Oe~tic senator 
.HamP10hire did inctea!oesharply becauSe of Paul E.Tsongasor Massachusetts now. head 
II prol/AlJied r~es!iionand 'nelli federal re•.. .a new. pub\ic,interest ioQby ;pressuring' 

· c/ultemenb to provide M.~dicaid to pregnant. .Washington:to cut. the deficit..' . 
;women and.children, . ·.NewHampshire~s fiscal problems began

'. And althougli the $late·s MediCaid spend·v.;th the p6!:t-lj)89 colJa~ of the ~BO$ton­
mg did grow from $2~7,5 inillion in,1990 to . c~nt~red :higb-tech ,boom. The state went 
5357.8 million .in 1992. that Rro1Ao1h was from having the nation's highest persOnal 
IlOwhere near ~nough to absorb the· huge income grov.1h and 'Iowest unemployment· 
mjectioo of nt"w federal' moneY-nearly rate to Iead,ingthe nation in welfare cases 
!200 for each of New Hamp!>hire's 1.1. niiJ.." and personal bankruptcies. . . 
hon people in the state's 1993, fiscal year: ' .. State finance~ ~'e~ehurt by a drastic de­

· Tap state(,ff!c~ls don't hide the-fact<that.. ('line in receipts from. New Hampshire's . 
federal MedicaidrTl</ney was. diverted to . -business prpfits. tax. the state's Largest 
other purp?!oe!i, apparently legally. source of tax re\'enu6; "'Wegol ~it worse 

Mlryou a!.k mt, did we uSe this mont-y to . than Massachu!oe.tts!" said Hall. a.member . 
ir~te '.1 tJigger and better Medicaidpr~ "of the state's ~ouse Appropriations Com· 
gram. we .dld not; said state Health and.·nuttee. *When the economy went kaplooey, 

.'Social Service! Commissioner Harry Bird.' . the bottom rellout." . . . '. : . 
"'We did do ~me ~hmRS at the margins:. . By·Jat~ sprinRof 19~1, ~s Gregg and the 

What the money.from federal taxpayers. IE-gl$Lature got do~-n to senous work on the 
.:...... enabled New Hampshire to do li,·a.s balance' . biennial budget for fi9ci1 199'~ and~1993 

its·(u.cal 1992' and 1993 bUdgets without 16at·wol.dd'.takeeffect.m July., it appeared/!. broad' new' state: taxes . or ~ $pending' .' that there woUld be a 1992 reVi.!nue short-' 
I :cut!l. MWe u~ it to balance our budget:·fall Of around $J5million:·. ..,. 

A.~.hOd i I §3Y. stale Rf". ()onna R Sytek. former: That March. Syteksaid.Sheheard about 
ec.u c..l cnodil i i' (MITmlIn of. the Hou!'oe Ways 'and Mean.s a loophole in .1-fedic:aid Law aJ a conference· ... ~~ j: Conimrttee. :-rr(lbably it\lo'asn't in t~ spirit or state legislators. 1"hey'vegot this little 
'~"f'wal " .." the 11--". Hut 'it was in the Ietter'-. ' scheme and you ~n useirlthe'(ederal mon- . 
~""'4id I 'The ~ew Hamp!>.'rire Medicaid $~OrY iV'.elJ (or highways.... she9u6ted.1 Missouri . « wiIll:"~ 
,,~~ 

. lu.atrate-s the pow~rful role patochiaJinter- legislator as tellingber;', .' " '. . 
Clta play' in ~tmg the·ff<deraldeflCit and· ..:. ~Wh~n f went back.to New Hampshire I 

. .' !lU1t26i•. ~ of the proble",ls' Pre~ident' . mentiO~ it t~ fiarry Bird. He ~id it 
. Ctllltoobcell In trYInJi 10 tame It. . wouldnH>e ethIcal. I told the governor and 
.' A. ~itlOO to new taxes hal> 1ncre.l!>ed, he said, 'You cin't do that.' But .in june we 
pohticl.1nJ at e.very level ~f Rovernment· ''':ere running out of moneY'and the govern-
b:I"e be<ome more creative in tapping the or s.aid, 'Let's do it: .. 
one IoO\;r(e of (unds that dues not have 10 be .By th.lt time, others in state go~ernment 

http:stal)cf.up
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i office ~Iso -ha~ dls..-C'.\·er<'iltht' "'",.,!\,:-,('. I, aid t~'(t/ut"hadbt-t'n. t"t:a.:1ns!<'\rrai. ""'.e'. te',IC"d<'il .1"'~1:I'.s:1 (t.t.~~_ n;-..i:l:.
!..bless his heart. . . .. '. . rn.'nthHarh(,f. ..' ".;' ....... : .;,'.':. ·.utN· tboit c.,~ "had ·p\:t. on L~ $!.Ite. 

The Bu~h <ldministf3ti~n h3d {riN to. 'Tht £T('UP d«idt'd i:liol(,.3d (\:l:A~~l1It(': l!.tiI1 ~n:the hlboa':l. t(\nw.'1ri~~ tiC' ud,... ;~.' 
bloc.k tht 1000~phok:..tiut l":onf'!('$S frumalN _1)(''':' t.ax.on. h~~ijA1s. b.1~·q..,~tt"'dJc.a~'. '(:. ~:.G~dl~~~~"'I: ~"''''''iX.~~~ 
the ..Hort b),. forblddmt tht' s<wt'tary o! . patlt'nt d.is.:'haltt"S. that ."'i'Uld. ('ruble' .tht< :;t(\ h~ offl.."'e r~~.s: (\'lr.L"!lJC'n!.:' .; •.~'." . 
health and human ~f'\·i.:t'S frC'm ret'.l13:l::~ .' . 10tate t(wt'rnlTlt'nt to £c-~.i3te ('ri{'l;'\~ iC"\'!-; _,. ,Koti.",· thlt',A.'"U.'l.q,i.nd Tftl.~.:::.:dk 
state bxes on Medi~·.aid 1"f(\\ld!:'rlO.· '. . '. ..' . t'RJ. matdunt funds .·to fill tM bole" in lh('; ~$:lIt~ of (b.-itOO:il..~· \'...~ ~: 

· Asa result. use of the dl"\;'("S (':q'OI.~~,· ·~~t~. bUd~et in fi..<;(4fl992 and. 1~3~: Gore~!'C'tUrf':\'\~(u.t ~.-.:.,n."ti:'d . 
· Bv lW2: moret~n 30 states v,'efe ilS:rlf,:. ":/ucb ,.'ou)d ha\:t'~ at k-ast 2(1 perCent '.c-;:la\/>1~r.Toni R.au.&.u.±·.'!l d~·U.'u.~ :"'\m'u 

-'. p;rn'ider taxes· <'!1d·pro\ider dona!i....."ls~ to. '- 'ofthe '!:-(\().m~IOil'di'm·~' from ·~cil'.~ 'Ofh&nd·~-nnti.~;~'~n~·'i.is!-s.a~"S'laf 
shift· at least :$10 billion. i:i Mt"dK-.aidc(l..~:!I' ·re\·t'Il~ in e.1ct'! ofthull'o ~'('oi\fS: .. ' ..M" taln). ·X~ ·oo·mp.-atdL't,',<· . ;. ..... 
rromthtim~I\'es to ft'Jeral taxpayers. ;a,.' .On N{\\'. 12. lheae~ture•. rilt't"tintt in . Tbr Rt.:apr(idminis:."'3:Jo:(s dI-~~d 

'cordinBto 3rt'Ct'nt '... study' b\' ·He.1!~!1 . ~:le~y ~~I ~ssion, easily:arPt:t'\~ tM·"C :~.\'t:nUC' t..'u:n.-i,·w· 0".het~Cnn-.5 I.:> 'S:ite, .' 
.,' . ,'. . chin,e~.Tbe HQU~.marrm ns:53 toO(2.·;hadNt'htl'.s.&.bL"'i'ofllit:S"·'Ht..7~'II:'e· 

and t!'lt' Senate a"pfO\'C!'d it 19 to 3.,,: ..·.buc:!f:t'lfroip~thiid ufdieu."ly lP$Js i9 
." 1. ...• . '.. .. '., .. One.- House member votingatainS(' it ,,-as '.,oot-quartfi·lllthe·nu:!-lPSOs.. The. M~ .

Jt was a;scam~no.' statt Rep. Wmiarri'Riko)'.(D).IIhi.~O~·~r6'>1liild!IU br(\ljght~ r~n.i ••'Ia...... br.i.:" ~ 
;.
I' 

". -/" '. .' b '. '/" '/' .~'... ' fes."Or w~ favors a 2 ?treent incom~ tax.~l _. )9~1.1e"\'('1.... '-,:.(.:~ ' .. ~ ": :." .
!queSlona OU L '., '.' '.: .thO\l£,!t j(,,'1aS 4t$plC3ble.~.!'It' sai4..~t,. :·.·.•\t sd:.Ifh.'"UIUo bla.":lt.rnost s:.a:('$'J!'r:~ 
" '. . ..' '- ";'l\~t. £:.Ha!1.: don't ~lo dip into.ibis Mf'diciid'5aJll '-ings.uchs.:htmet:..'s.aid '·i.."1orMiIie:-,a \fau.' 

. .. Mrub!WIt4tf~:«, t>t(au~ ".~.ha\'en't 'tarPE'doneOf. the big~ .in~on C<on.<tUl:ant "'TaX' nti.1~'.i>~ d..--1; L~' 
. . ' ". ~t'~t $OurC'eS the~ is: the mrometax.- ,,';" ·ft'deraHl!ltal.,upp(il1 :v..a~·dryi:ip:;'. R:t S~tI' 

, Policy ·Allernali\es.a Wa$tun~tonc{'ln;:.:.!:.' But the entire' plan was jn;e;opa'rdy in 'Ham~hireis d,ffrrenL Ifs;I.-e.;J:.~yr.l!e 
, ing !;roup, ." W;a~in£ton. "Menego~iatiOns wert1lind-' "ith I('~:.tax~ a:l<!·sa.. the 1OO;-!lJlt af i'",iy 
· Ne"': Hampihire's ~Mt'dicajd Enhari~e~, in~ up·bet\r.-~n ContresS. the, Bush admin-. . to contmue IH< pri\'i]e,t'd $tlI!l.'$.·.·: ',' . 
ment fund: enacted on June 20.1~~1. ",as ir-tratioo and the' nation,'sgo\'ernors ('ver ", -~!~. ba~kcofl{'em "'3$ that W !~ral 
tlie 1'('$1.\11 of a dell betwren Gre~~. ll;:c:!:le~i!'!Jtionthat ,,'ould sharply'lirnit W abil-,c\'ernrnent ,.-as, 'tttin~ $.."T('v.'C'C." 'siid 
the le~is1ature and Gar~' emer~ prt'$ider.t il}' of states to use such de\ict'$. . Rep. 'Bill ul~ (R-KH.) 1l'hoo~~ 'OC . 
of the Ne"': Hampshire Ho~pital As..o;.ocla:icn.Worlcing . closely ,.ith Rudman. the 'Nt'w the ,.loophole despite RepI,lblican l~'2!~ 
."We had iI hearing and it pas.<.e'd in three : Hampshire Republicans'were determirlt'd to.' "We bal:inc.C!'d the budgrt"'ith this I.,~.,hole.. 
dars: Srte!; said. . '. pr9tect their Medicai~prO\ision,unlil the .1 don'lthiilk thefede~ ,OVernr.len: Cln 

For each noo the ho~pitals paid into Ir.ct SUrt of a new budBet·\lTiting cycle this year. ·continue to run' in this. ,.'iI~': . 
enhancement fund as .a ~tax.~ the' !'ta:e To get protection, Ne\r.- Hampshire nef..ded Another IoOpbo1e in the propam r..liY 1:.3\'(' 

· would, Send them S106 as' a . Medicaid pa).~ . biU IanBua~e that ."'ould pro\;de .a p-acepe- . been the abseil{'(' of controls o\.er die !:lie 0(' 
ment. The state \r.-(luld then ('·Iaini .a $53 . ,nod for plans that had been' enactt'd and ft'deral funds rf.ceh't'dby thebo!:;li:.ili b&n- . 
ft'deral mat('hing pa)'ment-half of the to!;;,1 adop!ed as lale as that'Novembet:·· ' ... illi..'lg hi~h \'olumes of Mediea.id pat.ir.r'..s. .. ' 

i 	 pa)'rnent. The e~hanc:ement fund appr03f:h .. ·Wt argued it "'ith ·tht (SenatejFinan('e ,Onl):t"'O,of the 2i'New Hiunps.'1ire.hoS- ' 
generated $6 for the hospitals and $4, for (ommittH staff. Rudman' spoke to ISens. pitalsha\'(' sPent Wbatther '0t.1~:Uini· 

· the state treasury;all ot'it federal money.' Bob) Pack1\·oodIR-Oie.) . and lthen-Sen... torepoits submittC!'dto the state. <r.her'S 
.' "'We figured how much we'd need Ifro:n . UoydJ Bentsen II).Tex.), and Rudman talkt'd art considering a \'ariet)' of u..~ f«it. in­
· the federal go\·ernmeritl. then se(our pro- to Ithen-Budget Director Richard) Darffiilll: . c!uding setting up community clinic$..' .' 

\'ider tax accordingly: said, Hall. ....ho said former Rudman aide Thomas Polgar..' . . Cofl{'ord Hospital is considering using its. 
stressed that health care considerations did - In the flll3l hours of the,I991 ~Ssion of. $3 million to .set· up a permanent fund, in- . 
not plllY the,major role, '. . (ontress; the legislatiOn passed the U.S. te~st from "'hi(b would be used to par the· 

In August 1991. the stllte received its' Senate by I1113nimous torisent-avoiding' rent ordeprec:atiOn on a hospice to $eJ'\'t . 

first r~eral pa)'ment of $40.5 million'using' deba.te and a formal "ote-after .Rudman .:membersof the community ~ 0{ 
the de\·ice..'. . . ... '.:' and dozens of other senators had secured their elibilit)' for Mtdicaid . 
. AU.S. H~a1th Care financing Administra-. technical chan£es protecting their. states. . Fe .. ' if any of the hospitals ha\'t' u..~ the 

· tion offICial indicated that' the agency's hands. . "Any time we could do Sometlling for the Medicaid ..indfaU torC!'duce rates to'pn\'llte 

were tied under the law at that time. As long . state v.-e were happy: • Polgar 'Said. "'This' patients .and insurers. ret hospital of'ficiils 

as a state wi'S pa)ing its ~iclil pro\1ders in . hapPene4 to be big." '.. . ...~. acknowledge that lhose.ntes aIru~y in­

· accordance ·with an approVt'dstate plan, as ' The pro\iSioll;S enacted in NoveG1ber' clude ~me (lr all ohhe, cast of caring forin­
· New Hampshire was. the federal government '1991 enabled New·Hampshire to generate ,digent patients. . '... 
hid to reimburse; she said. . '.' . an additional $366:6 minion in f.ederalfurids '. """e never went into this thing to make 
., As·New.Hampshire's economy kept dete-' for its 1992 and i993 budgets. Abollt$44 . ali that v.'e·vegotten: said ,the hospital u- .' 
riorating in the fal! of 1991, estimates of its . million went to the hospitals and the other. sociation's Caner.. .,... 

, .1992 budgetshortfaU rose to $164 million. .. $322.6 million "'ent to fiIJingthe hole in the .; Earlier ~his mO!lth, GoY. Steve Merrlll ' 
'Sytek recalls a.Nov. S. 1991. "sUmmit" . state budget. according to information pro- (R) .unveiled a new budg~ that r~ ail 

mt'ding, attended by·aU ttle grandpooh-.· \1ded by the HeilthCare Financing Admin~ some $100 million a )'t'JlriD federal Me<!-.· 
i' 'b3hs of the·Houseand Senate.···With the istration aDd the state. . ~i~ matching funds 'genented by f1lf. 
! New liampshire RepuJ>lican -primary'only State CommissiOner: of Health and ·Social· sbte'sPaymenti tohospitais. . ." 

months away and.Grtgg planning'to tun for Sei\"lC'es-Bird . defended the . state's actiOn. . . 'Under the more restrictive 1991131, ia· 
: . the U.S. Senate as afiscal.consen-ati\le. the ... sa;jn£ that the mOney' prevented cuts in pro- . '. tended to .eliminate ginunjcts; any .~ 00
I· possibilityo( imPosing an in,come ·.tax .or grllms-inCIu4ing ·Mc!dic.iid. Be~weeld990 . .the fIospitalstcioffset the payments wiU 
" sales.tax \Vas not seriously considered. She . and 1993. he said.Medici.id went frOm 15.. have to be brOad-based and real. The gov..: •I: said;$ince 1972.:no ~ndid3t~,r(i~IO~rn~r . . JJercentof~s!',te's.~~~.liUd,i.~~ to J~ per- . ~mor did nOt r~,~'orJUs ~', ' •. 
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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 t'he nation through the combined use of . 
DSH payments, provider taxes, and transf~rs to a~d from the state psychiatric hospitals. 

-	 ... 
• 	 Provider taxes. New Hampshire originally taxed hospitals and repaid them with 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 amount second only 
to New York. The ~tateis currently seeking a waiver from the law for part of this tax. 

. ' 
, ,. . ' . 

• 	 Mental hospital DSH payments. New Hampshire has made PSH 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 1995. In the 1996 appropriations bill, the Secretary of HHS 

was required to pay up to $54 million in DSH payments to state-operated psychiatric hospitals. 
The Secretary had intended to defer'and possibly 'disallow these payments. ' 

What Was the Effect of New Hampshire's DSH program 

• 	 Using these financing mechanisms, New Hampshire's DSH spending was 50% ofits total 
Medicaid spending in 1993. In 1995, due to changes in the haw, it was down to 39% but still the 
highest percent of spending in the nation. ' ". ' 

• 	 In 1993, New HampshireJed the st~tes in: 

o 	 DSH per state resident ($339 relative to the national average of $69), 

o 	 DSH·per.person under 150% ofpoverty.(~1,643 relative tothe national average of $269), 
and 

o ' 	 DSH pefuninsured person ($2,717 relative to the national average of $484). 

•. 	 Through DSH, New Hampshire raised $163 million more than it paid hospitals 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 spending on highways was over 60% higher than in its 
sp,?nding on health. 

• 	 The total state gain was equivalent to 25 percent of the state general fund. 

, 	 , 
• 	 New Hampshire hospitals profited as well. They gained a net $21 million over their provider taxes 

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

• 	 NOTE:.preliminary data from 1996 suggest thatNew Hampshire's DSH spending dropped by 
over 50% du~ t6 the facilicy-specifjc limits put in place in 1993. 

1990 1992 1994 1995 

New Hampshire Total DSH: 
% Medicaiej 

, 0 
0 

$392m 
. 51% . 

$380 m 
39% 

$292 m 
39% . 

All States Total DSH: 
% Medicaid 

$1.4 b 
.2% 

$17.5 b 
15% 

$16.9 b 
12% 

$18.0 b 
12%-, 

" 
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VA 1ll1<4 (703) '139-'333 Fax (703) 548·SlSl"r 

September 23, 1997 

.	Nancy-Ann Min DeParle, Deputy Administrator 

Health Care Financing Administration 

Room 3140, Humphrey Building 

200 Independence Ave., SW 

Washington, DC 20201 . 


Dear Ms. Min DeParle: 
.. 

Congratulations on your recent-nomination to be Administrator ofthe Health Care 
Financing AdminiStratio~ (HCFA). The Balanced Budget Act of 1997 ("the Act") provides 
many opportunities for the development of strong federal-state partnerships on he~th policy 
issues, and we lookforwarcl to: working with you. 

We.are writing today to urge clarification of the Act's restrictions on the use of Medicaid . 
Disproportionate 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 h~alth DSH expenditures in FY9S •• both in terms ofdollars spent and as a 
proportion ofthe state's total DSH expenditures in that year. In addition, beginning in FY 2001, 
no state may spend more than SO percent of its total DSH allotment on mental health; in FY 
2002, the limitation is 40 percent; and. for each succeeding fisc8J year, the limitation is 33 
percent. 

We understand that some HCFA staffhave interpreted the DSH mental health restrictions 
as requiring a "double hit"~ UWt is,requiring the percentages ofDSH mental health spending 
identified above lObe multiplied against themselves to determine the final allowable percentage 
ofDSH mental health spending. This intetpretation is not consistent with the language ofthe 
conference report that accompani~ the Act, and HouSe and Senate committee staffhave 

. . confirmed that ~isinteipretation is not consistent with Congressional intent in drafting the l~w. 
. In addition, this interpretation is clearly inConsistent with the context ofthe DSH provisions and 

~~;'\i~0;;:j~~:~~,J~.7'" 
. . ·:~;:Medicaid iWting'iDtne~ct~·~i: "fiSn:: at'we.re ueSt tbaHia 

", or:gui&n!t6:tbc;s.~~p~::,aii1a·iliWici~t8ii~ as:ioonu pOSSlble;j;,~)~;';'; 

';·;·~.~~!'1':'< •.. '" ..... ' ". ',' 
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'i 

Thank you for your attention to this matter. If you have any questions, please don't 
hesitate to ciill either ofus. hi additio~ JeniferUrff, Director of Oovernment Relations at the 
National Association of State Mental Health Program Directors, and Jennifer Baxendell, Director 

',ofHeatth Legislation at the Nation21 Governors' Association, would be pleased to provide any

,assistance you may need. ""'. ' 


, 

Sincerely, 

ilicalQ 
". . 

Raymond,C. S,cheppach . Robert W. Glover, Ph.D. 

"Executive Director' ,Executive Director 

National Governors' Association National AssOciation ofState Mental Health 


,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 ·1.276 1,302 +117 +27 
Alaska 45 

~ 
47 +2 +0 

Arizona 367 406 +39 +26 
Arkansas ,­ 12 12 0 0 

.~ 
4,947 4,947 +475 
373 404 404 +0 
824 733 879 +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 0 
'"inois· 915 948 948 +33 0 
Indiana 907 940 940 +33 0 
Iowa 34 38 38 +4. 0 
Kansas 209 211 =1Ff +68 
Kentucky 617 639 639 +0 
Louisiana 3,547 3,568 3.677 =P +109 

422 373 455 +82 
323 335 335 0 

assachusetts 1,299 1,346 1,346 +47 0 
ichigan 1,124 1,165 1,165 +41 0 
innesota 72 80 80 +8 0 

Mississippi 648 672 672 +24 0 
Missouri 1,759 1,994 +236 = +464 
Montana 1 1 1 0 
Nebraska 23 25 25 =i=f 0 
Nevada 148 

.~ 
184 0 

New Hampshire 578 ·666 +250 
IINewJersey 2,418 $=I. 2.726 +308. +647 
New Mexico 25 25 +0 0 
New York 6,826 7,076 +249 0 
North Carolina 1,254 1,300 +46 0 
North Dakota 4 4 4 +0 0 
Ohio 1,724 1,787 1,787 +63 0 
Oklahoma 74 82 82 +8 0 
Oregon 88 98 98 +9 0 
Pennsylvania 2,387 2,474 2,474 +87 0 
Rhode Island 278 288 288 +10 0 
South Carolina 1,253 1,202 1,402 +149 +200 
iouth.Dakota 4 4 4 0 0 
ennessee"" 0 0 0 0 0 
exas . 3,860 3,640 4,265 +405 +626 

17 : 17 17 0 0 
79 82 \ 88 +9 +6 

314 326 .. 326 +11 0 
ingtori 787 816 816 +29 0 
Virginia 289 300 300 +11 0 
nsin 33 33 33 0 

0 0 0 0 0 



EFFECTS OF MEDICAID DSH PROPOSALS ON CERTAIN STATES 


STATE HOUSE SENATE N CHANGE 

Alaska 5-Yr Spending: 45m 47m 47m +2 m (H) 
2002 DSH Cut: -20% -15% -15% , 
2002 Total Cut: . -1% -1% . -1%· 

Delaware 5-Yr Spending: 16 m 18 m 18 m . +2.m (H) 
2002 DSH Cut: -20% 0% 0% 
2002 Total Cut: 0% 0% 0% 

Florida 5-Yr Spending: : 849m 880 m 880 m' +31 m (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: 648m 672m 672 IT! +24 m (H) 
• . 2002 DSH Cut: -20% -15% -15% 

2002 Total Cut: . -2% -2% -2% 

New HalTlPshire 5-Yr Spending: 578m 416 m 661 m +83 m (H) 
2002 DSH Cut: -40% -50% . -8%. +245 m (S) 
2002 Total Cut: -15% -19% -3% 

New Jersey 5-Yr Spending: 2,418 b 2.079 b 2.653 b +235 m (H) 
2002 DSH Cut: -40% -44% -12% +574 m (S) 
2002 Total Cut:.· -10% -11% -3% . 

Ohio 5-Yr Spending: . . 1.724 b 1.78tb 1,787 b +63 m (H) 
2002 DSH Cut: -20% -15%· ,.15% 
2002 Total Cut: -2% .-2% -2% 

, 

Oklahoma 5-Yr Spending: 74m 82m 82 rri +8 m (H) 
2002 DSH Cut: -'20% 0% 0% 
2002 Total Cut: -0% 0% ' 0% 

Pennsylvania 5-:-Yr Spending: 2.3.87 b 2,474 b 2,474b +87 m (H) 
2002 DSHCut: -20% :'15% . -15% 
2002 Total Cut: , -:3% .,;2% ,.2% '. .. 

Texas 5-Yr Spending: 3.860 b 3.640 b 4.081 b +221 m {H} 
2002 DSHCut:· -40% : -35% -17% +441 m (H) 

,)' 2002 Total Cut: -7% -6% \ -3%. 
\ 

Virginia 5-Yr Spending: 314 m 326m 326m +12 m (H)' 
2002 DSH Cut; -20% -15% -15% 
2002Total Cut: -1% -1% . ,.1% 

"Option" takes House low-DSH reductions and caps total reduction at 3% of 1995 total spending. 



.. , 

STATES AND HEALTH IN THE BUDGET 

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

- , 'Unprecedented flexibility in Medicaid: This budget includes major provisions 
that 'gives states discretion in operating their programs, 'including: 

Repeal of the Bore~ amendment 

Repeal of waivers 'for managed care 

Review of the EPSDT benefit to evaluate states' concerns with the benefit 

Possible state flexibility in cost sharing for optional beneficiaries and dual 
eligibles 

-Net increase in health spending for states. The Medicaid savings in the 
budget agreement are $13.6 billion. The children's health spending - which the 

'Administration fought to direct to states rather than to tax incentives - is $16 
billion over five years. This yields anet increase in Federal funds to states of 
$2.4 billion. 

- Children's initiative isa 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 Medicaid' 
- including: 

No EPSDT for benefits 

Cost sharing for children above 150 perc~nt of poverty 

Freedom to target groups of uninsured :children, without regard to ' 
Medicaid~s rules about statewideness and comparability of benefits 

No Federal rules for payment fates iike upper payments limits or 
adeq uacy of rates . 

No managed care restrictions . 

Discretion in settingstal'Jdardsfor health plans and providers 
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. Supporting Materials'forHCFA's top ten' , " 
"MedicarePriorities ' , 

The attached'materials provides informaiion requested during Wrote House Conference Call 7-22 
• , " '. . ~ ~~~ , ", ;, ' .... ', . ".- . '. ,', .. ! ',' ' . " ;;' . 

1) !ME, G.ME. DSHCarveout froI}1manag~ care rates .andwhy'DSH is ,needed .',' ,. , ' .'" .. - . 

2) Ratio~e for Hospital Transfer policy , 
, ,I 

. ',-, 

3) Affect ofDSH Cut on Public Hospitals ',' ' 

, 4jMSP -~frv1~, .,",' ", 
.,1. • ' 

:; . 
, 5) Private, Contracts and Consumer Protections, ,;,. . '., . "~. 

6) DME upgrade 
, "-1 , .• 

..::':: -", -.:~ :~7)I:Suminar; 6fPrci;Asions that hu~;b.en.ifi~~~~ 
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8)HCFA Administrative Reso~r6es '1 
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Talk.i.ng Points on DSH ,CarVCH>ut ' 

o 	 We are opposed to carving out only the GME portions out ofthe AAPCC'rate, and not 
, the DSH portion as well. ' ' 

o 	 ,There is no fair rationale for only car:ving'out GME from the AAPCC and not nSB, and, 
only gua.ran~eeing additional payments to teaching hospitals and not to DS;H hospitals. 

, Both teaching andDSH hospitals are entitled to additional reimbursement ,under 
, 	 trad.itional 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 options for receiving medical care. 

o 	 . DSHproviders 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 lead to decreased access to 

'health care for many vulnerable populations." 	 ' 

o 	 Teaching and DSH hospitals have suffered in recent years from the growth in Medicare 
managed care for two reasons: 1) when a beneficiaryjoins a managed care plan, teaching 
and DSH hospitals are no longer·entitled to Medicare's DRG payment rates or the 
additional payments for Th1E and,DSH, and 2) managed care plans often direct patients 
away from teaching and DSH hospitals because oftheir higher costs. 

o 	 The carve-outlgiveback proposal does not only pay teaching and DSH hospitals for 
, services rendered, but it puts them,on a more even playing field for competing for 
managed care contracts. With the e"Pansion ofMedicaid managed care in recent years," 

, this is especially important for DSH hospitals. ' , ' 

o 	 Approximately 66 percent of teaching hospitals are also DSH hospitals. Those hospitals 
in particular suffer a severe competitive disadvantage when trying 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 institutions in 
terms offinancial Viability and for competing for managed care patients. " ­

http:alk.i.ng


"JUL-22-1997 21:12 CiCFA-OLIGA· 	 2026908168 P.03 

. Talking Points on Hospital Transfer Provision inHouse Bill 

• 	 ' When hospital prospective payment was established in 1983, the rates were based upon· 
prevailingpattems of care. At that time. few Medicare patients received care in post­
acute settings. Most patients stayed in the hospital until they were welJ'enough to go ' 
home. 

• 	 Smce then, patterns ofcare 'have changed dramatically. Currently. 40 percent ofMedicare 
patients who. are hospitalizedreeeive care in a post-acute setting .., Medicare expenditures 
for post-acute care now exceed 15 percent ofall Pan Aspending. Meanwhile, hospital 
lengths of stay have been declining. 

• 	 . Hospitals have used the increase in availability ofpost· acute care to game the system. 
When they discharge a patient forpost.acute care, some ofwhich used to be provided' 
in the hospital during recuperation, they still keep the full payment. Meanwhile, Medicare 
pays twice-it pays the hospital for inpatient care but also pays for additional care in a . 
post.:acute setting. ' 

• 	 Furthermore. some hospitals also game the system on both ends ·of the stay by discharging 
patients to post-acute s~ings that they own, thereby receiving a DRG payment for the 
hospital stay, as well as the cost-based reimbursement for the post-acute car:edelivered in 
one ofits own facilities. 

.• The hospital transfer policy would keep Medicare from paying twice when hospitals 
redefine what they provide. For patients that have a shorter lengths ofstay 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 ifthe patient were transferred to another 

.. ; hospital .. Only hospitals that "game" t~e system and push patients out significantly faster 
than average would ~ their payments decline. Hospitals could elect to provide the 
recuperative care until almost the average length ofstay for the case~ group and receive 
the full payment.' ,. . ' 

, " 

,'~ , 
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DSHCuts 

Senate proposal: Reduce DSH payments: For the period 10/1/97 to 12131198, by 4 percent; 
in CY 1999, by 8 percent; 
inCY 2000. by·12 percent; 
in CY 2001. by 16 percent; 
in CY 2002. by 20 perce~t 

o 	 . Disproponionate Share HospitaL(DSH)payinentsunder Medicare go to thos'e hospitals 
serving a large proportion oflow-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 popu1ation~t tends to be more costly. 

o 	 ReducingDSH 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 population, andthe . 
dwindling cross-insurer subsidies these hospitBls tend to be very close to the financial 
edge. ProP AC found that more DSH hospitals in large urban areas had negative total 
hospital margins than almost any other hospital category~ r 

o 	 Reducing DSH payments willalso affect public hospitals mo~e than pri~ate hospitals. 
While DSH represents about 6 p~rcent ofPPS payments overall, for urban pubHc'· . 
hospitals, DSH makes up about 14 percent ofPPS payments. . ' 

-'. ':. 

:. ,', 

. ' 

, 	 ..,'. 
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Physician Private Contracts with Medicare Beneficiaries 

S£nate Bill: The Senate bill would allow physicians who do not provide items and services under 
Medicare to enter into private contracts '.kith beneficiaries,in the traditional fee-for-service 
program whereby th,e beneficiary agrees not to submit a claim to Medicare and agrees to pay the 
physician entirely out oftheir own pocket, even'though the service is covered by Medicare. The 
Semite bill waives current law baIancebilJing and claims'submission provisions for services 
provided to beneficiaries where a private contract exists. . 

Discussion: Allowing private agreements would have the folJowing major adverse consequ~nces. 

(1) 	 Private agreements would allow physicians to exploit vulnerable beneficiaries. 

o 	 Private agreements are licenses for physicians to extort beneficiaries: "Ifyou want 
,me to treat you, you'll have to sign this agreement which means that you'll have to , 
pay whatever I want to charge aJ?d you can't submit a bill to or collect anything 
from Medicareu

. ' 

o 	 Beneficiaries dependent on their physician may not be fee~ that they are able to 
chal.lenge 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 level playing field between the physician and 
the beneficiary. 	 . ' . 

. 	 , 

. (2) 	 Allowing private agre~rnents WQuid expose beneficiariesro unlimited liability and make 
meaningless the Medicare coverage they have paid for. ' 

o 	 Private agreements would exposebellenciaries to full liability out of their own 
pocket for whatever amount the physiCian charges, if the beneficiary adhered to it 
and did not submit the claim to Medicare. ' 

o ' 	 . While beneficiaries WQuld be responsible for the physician'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 ifassignffient'was not accepted. A private agreeme!lt is 
much worse for a beneficiary than not having assignment accepted .. 

o 	 The value of a beneficiary's Medicare coverage would be seriously undennined. 
, " Beneficiaries would be paying for Medicare coverage but wouLd not be able to 

,reCeive reimbursement for Medicare covered services provided by a private 
agreementphysidan.. 

.'--"" 
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(3) 	 There ~ould effectively be no balance billing limits and the traditional Medicare fee-for­
serVice program,could quickly'be c6rtverted to a defined contribytion program on a 
~ce·by·service basis, ifMedicare were to pay it's 80 percent of the fee sched.u1e tQa 
beneficiary. ' 

o 	 I,n this case~ physicians would have strong incentives to have private agreements 
with all their beneficiaries. ' 

, 0 , 	This would effectively repeal balance billing limits, which were one of the key 
elements of physician payment refonn in 1989. Ifbalance billing limits are to be 
repealed in a back-handed way, then the, other key elements o(the 1989 physician 
payment reform deal should be revisited, in particular the Medicare physician fee 
schedule. 	 . 

o 	 This would also rapidlv convert the traditional fee-for-service Medicare program 
to a defined contribution program (i.e., Medicare would pay the beneficiary a fixed 
amount for each service and the beneficiary would be'respcmsible for all charges 
above that amount). 	 ' , ' , 

,-.., 
(4) 	 This provision is not'needed because physicians can currently enter'into private 

agreements with beneficiariieswho decide not to enroll in Medicare Part B. About 5 
, percent of beneficiaries do not enrolfin Part B. There are not balance billing and claims 
submission requiremenrs for senior citizens who do not enroll in Part B. ' .. 

, -. . " 

1 ,,.-.' • 
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Attachment:. Private Agreements are Not Allowed Under Current Law 

In the traditional Medicarefee-for-service program, which CBO projects \1IiIl cover 85 perc~ntof 
beneficiaries in 1998, physicians can accept assignment on a c1aim-by-clairn basis. 

Accepting assignment means that. the physician agrees to take the Medicare fee schedule as 
payment-in-fiiU (j.e.• not to charge 'more than the fee schedule). In this case, Medicare's payment 
of80 percent ofthe fee schedule is made to the physician and the physician coUectsoruy the 20 
percent coinsurance (and any deductible) from the beneficiary. Panicipating 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 ofMedicare physician dollars were furnished on 
assigned basis (91 percent were furnished by participating physicians). 

Ifassignment is not accepted, (] ) (he physician completes a claim fonn and sends it to Medicare 
on behalfof a beneficiary (Claims submissioq.), 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 (0 the beneficiary who is responsible for paying the physician up 
..0 115 percent ofrhe fee schedule (the 80 percent recdvedfrom Medjcare. the 20 percent 
coinsurance and balance billing amounts). In 1996. assignment was not accepted for claims 
representing 2 percent ofMedicare physician dollars. . 

,r--. 
Some physicians believe that they can circumvent current law balance billing and claims . 
submission provisions by requiring beneficiaries to enter "private ~ntracts" with them. Private 
agreements require that as a condition ofreceiving services from the physician, the beneficiary 
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-:pocke.t without even collecting the amount that 
Medicare would pay ifassignment was not accepted.. ' 

Private agreements purpon to have the beneficiary "opt OUt" ofMedic~e 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 recognize private agreements as having any 
legal validity. Medicare has take a strong position that statutory beneficiary protections cannot'be 
negotiated away by a private agreement \1Iitha physician. . 

The overwhelming majC)rity of physicians w~o.~reat Medic.are beneficiaries comply \1Iith the law. 
When violations are found, Medicare first attempts to persuade the physicians to change their 
practices such as by reducing theIr charges and rriaking 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 civiJ money penalties ,and exclusion from Medicare. 
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.Physidan Private Agreements with Medicare Beneficiaries 

Private agreements would be allowed under ~he following tenns: 

, (1)' 	 The physician would have to,disclose to the carrier that for a period oftime (at least 1 ' 
year) the physician would "opt out" ofMedicare and provide allitems and serviees to 
Medicare beneficiaries orJy through private agreements. . 

(2) 	 To be vatid, a private agreement would need to be a written agreement. dated and signed 
by the beneficiary before services are rendered~ with a copy provided to the beneficiary, 
clearly.indicating in plain and simple language in print large enough to be read by . 
Medicare beneficiaries that the beneficiary: 

+ 	 Agrees not to subrrut a bill to;Medicare. eventhough the service would be covered 
by Medicare if the bill were to be submitted, . 

+ 	 Agrees to be personally and fully responsible for payment ofall services furnished· 
by the physician out oftheir ovm pocket or throu~ private insurance, without any 
reimbursement from Medicare, . 

. 	 '. 

+ 	 Acknowledges that Medigap or other private insurors may not make any payment 
because no payment is made from Medicare, and ' 

+ 	 Acknowledges that they have the right to receive services from other physicians. 
for whose services would be paid by Medicare. . ' 

(3) 	 Ifa beneficiary submits 2 claim to Medicare: either: (policy decision to be made). ' 

(a) The claim would be derued(i.e., all benefidarysubmitted claims would be denied on 
the presumption that they are services covered by private agreements or the claim would 
be submitted to the cam er by the physician), 

(b) The claim would be accepted, the Medicare payment' amount would be paid to the 
beneficiary. and the carrier would send a notice to the physician indicating that the private 
agreement had been invalidated. that balance billing lirnitsapply arid notifying the ' 
physician about making refunds to the beneficiary for amounts in excess ofthe balance . 
billing limit. 
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. SEC. 5613~ PRIVATE AGREEMENTS FOR'ITEMS AND SERVI~ES. 

(a) IN GENERAi.-,-TitleXyrJIofthe.Sociai Security Act (42l!:~:fC, l'395'e,t seq.) IS 
. - ~ .' . ., ," . . , 

, ,; 3.mend~ by inserting aft~ri~~lon lS04;oisUchAct (42 US~C. 1395b·2) the foHo~ng:. , ,', ... .. . 
" ,. 

"pRiVATE AGREEMENTS FORrtEMS,XND SERVJ;CES 
'. : .; 

·'Sec.;'1805.'(a)1N GENif(AL.~Nothing in tlri$ ,title shall piQhibitaphysician,froin 
, '. . ' .'. , 

.'entering into ~'priva:te agreem~;)1'with an individual who is entitlful to ben~fit,s under pan A ot ' . 

enrolled under panB ~nder the foUowing terms: " ,1,' 

, "(1) The physici an shall disclose to,the Carrier, ,before the beginning of 3' year (ill a 

manner ,specified,by 1he secretary) that for the following year thephysi~ian will provide all 
• ,. '. J '. , . 

"Items and services to all ,~diViduB.t~·uncJe~this title only through privat~agreements" ,Such' 
-:.":., " 

physi~ian shall have a vajidu~que identifier,assp~ified tiridersectio~'J842(i-), 
" ,', • ," ,', .L' '. • I 

~'(2) For pUfposes ofpatagraph (1), 'private'agieen:ients shaJI,bewritten, dated,and 
, . , . .,' . .... .'. 

signed by the ,individual' before ~yiteIIl or setYice is re~dered, wit~.a ~opyp'rovided,to th~ 
. , '. . "..;" ~ . \ . . , . " " 

: : 'read, by individuals underilJs' tid~ that ihe m.dividual:" ' 
• " • t· " ~ ", . . 

, " 

: "(A) Agrees'not to submit a'cl~(or to' request, thanhephysician submit' 
.... ' " r _, :, ' • _ .. • • '"+ ' 

adaimj,unde(thi~'"title fOf'any itertforservicidurrushed bYthe'physi~Jan. evert ' 
.' .", '" ,- . '" " 

, 'though t~eitempt~ervicewouI4 Be coveredurid'er thisti~l~ if the: claim were . 
• " , , ' ~ t , ',' .. : . • " ' , .' f.' .' _' 

t'·' '. -,'~ . / : ' 

,', ,<sub~tted'under this. title. ",' " 

: ,.,' 

" their"owIlpock'e'tl;c;rthrough:pFiVate insuran~ (ifapp1ic:~ble) for: ofall items and 
.. " " ," ,- . . " , 

',s~rviCesfurnlsheaby the, physician;,withou~ any re~mbursement under this~tle' and ' . , . . . . " ". ~ " ", . '.' . 

acknoWledges that apy claim submitted by the.irid\vid~aluncler this title ,will be 

, ,l' 

"'. 
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. denied as anon-covered service. '. 

.~ '. '. . . 

"(C) AC,knowledges that there would be ho lir:Uts on what a physician can 

" charge the·indi' ..idual and thiti the limits under section 1848(g) are not applicable, 

"(D) ACk..rlowledges that Medigap plans under section 1882 or other 

.insurance which, is supplemental to' trus title may choose not to make any payment 

beCause payment is not made under this title, and . ." 

"(E) Acknowledges lhat they have the right to receive services from other 

physicians whose items ot services would be covered under this title: . , .'. ' 

"'(b) APPLICATION OF SECTION 1848(g),a-Section 1 848(g) shaU not apply only with 

respect to an iiemor service,furnisheq to ap. indiVidual under a private agreement fully meeting the 

terms described in subsection (a), ", 

(b) CONFORMING Ar.,{ENDl\1E~.--Section 1862(a) (42 U.S.C. 1395y(a» of the 

Social Security Act is amended-­

(1) by striking "or" at the end ofparagraph (14),· 

(2) by striking the period at the end ofparagraph (IS) and inserting "~lt and' 

(3) by adding at the end the following paragraph: 

"(16) which are for items or services which are furnished pursuant to a private 

agreement d~scribed in section 1805(a).". 

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

agreements covering items and services ~rnished on or after January 1, 1998, . 
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Medicare Provisions wbichComptomise Beneficiary Protections 
,; 	 . 

Outlined below are provi~ions included in th,e Republican Medicare agreement which would 
compromise beneficiary protections. " 

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 b~neficiary 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 qualiiyrequirements, limits on the beneficiary premium, 
and limits on'wha~ adQctor can charge a beneficiary. AsaJl ofthese protections apply to 

, CWTent Medicare risk plans;,the question remains' y.rhy these plans and beneficiaries should 
be treat~ differently. ' ~ ~' , ' 

2. Medigap. TheRepOblican Medicare~eerit~ fails to guarantee Medigapcoverage for, 
, beneficiaries who try managed care and does not proVide M,edigap options for newly., 
Medicare-e~gible disabled ,beneficiaries. ' ' , ' 

,a. ' AsSure Medigap C()verage for Seniors and DisabledPersons who Try Managed Care. 
Currently, Medicare beneficiaries whodisenrollfr(,:lm health plans are not guaranteed , 
Medigap cOver8ge.Bemi'ficiaries,therefor~, are reluctant,to tryinanaged care since they 
may not be able to get' Medigapagain iftheydisenrolt The Administration's proposal , 
addressed this problem, by guaranteeing Medigap covenige,to all ben¢ficiaries who 
disenroll from~aIlagedcare and makiligMedigap,part,ofan annual ,open enrollment 
proCess.' " "" ," , ,,' ' " 

the:Republi~ agreement fails to addressthisMedigapproble~. The Republican , 
agreement differentiates hetween Medicare memberscuqently. et:rroUed ,inmariaged 
,care arid beneficiaries currently in ,traditionalMedicare. For beneficiaries who are ' 

, curtentlyenrolled in managed care, the agre.emen~ provides no guarantee for ' 
Medigapcoverage. Beneficiaries who Join a"hea1th plan in the future, ho~ever, 

,will be assured Medigap coverage .fthey disenroll in the first tWelve months. ' This " 
Medigap protection for new managect care members applies only once· to the first 
time a beneficiary chooses a health plan. The Republican agreement fails to' ' , 
address'this Medigapcoverage issue in a meani.ngful way., Further, the Republican " 
agreement fails to encourage Seniors and disabled persons, to takeadvanm,ge of" 
Medicare choices and. by failiIig to gwtrantee Medigap cOverage, places ' ' . ~.. , 

beneficiaries ,at risk of unexpectedout..gf-pOcketcosts.' , " 

"b. 	 No Coi,eragejorNiwiyEnrolled DisabledPersons:Ctirrently., disabled p~rso~ under> ' 
,age sixtY'~five are not guarailteed M;~igap coverage. ·The Administration,addressed ,this 
problem by guaranteeing that disable<Jpersons.like Seniors) may,purchase Medigap 'when 
they become eligible for MedicaIe.TheRepubl~c.anagreement fails·to ~antee issue, ," 

'. " 
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Medigap cOverage for newlY.eDrolled disabled Medicare members. This means that 

MedJ.gap insurers could continue to deny coverage to disabled people or charge .. 

unaff'ordable premiums. Disabled memberS. therefore, face unexpected out-of,,:,pocket 

costs as they may not be 2..ble to. obtain Medigap coverage..The President's plan follows ,;L 


the lead ofeleven states which have already guaranteed Medigap coverage for dis.ab1ed . 

persons. 


Medical Savings Accounts (MSAs). The Republican agreement establishes aMSA 

demonstration for 500,000 beneficiaries. Beneficiaries in this MSA demonstration'will be 

required to buy an insurance plan with a.deductible ofup to $6,000 and will deposit the 

remaining funds in an account The remaining funds. after the purchase ofthe insurance 

pl~ may be withdrawn to payfor medical expenses. The beneficiary may also withdraw 

funds, sUbject to a penaJty, for non-medical expenses. the Republican MSA 

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 they require medical care. 


Mammography Copays. The· Republican agreement requires Medicare beneficiaries to 

pay a eo·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, from getting mammograms~ The Administration is committed to women 
taking advantage of this important and effective preventive benefit 'Without additional out-· 
of-pocket cost. 

. Durable Medical Equipment (DME) Upgrade. The Republican Medicare agreemen.J 
'. allows durable medical equipment(DME) suppliers who accept assignment to Qill . ..­
, beneficiaries beyond their 20% coinsurance for "upgraded" DME items. This· breaks a 
long;.standing precedent of providers who accept assignmEimt accepting Medicare as 

payment in full The Adminls~ration recognizes th~ potentIal for..suppliers to take .. 

advantage ofbeneficiaries by promoting the sale ofitems,that are upgraded., placing 

beneficiaries at risk of substantial out.of-pocketcosts. Further, the provision is 


· unitecessary since,beneficiaries already have the option ofchoosing upgraded PME on 

unassigned claims: 


'Private 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. 1n signing the agreement. the 
, ~efiCiary agrees not to SUQrtllt 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 Medicafecoverage. 

· Under this proposal, beneficiaries 'are at risk ofsubstantial out-of-pocket payments. 


.	Establish'Sl,SOO Physical andOccupationaJ Tberapy Cap. The Republican proposal 

establishes a $1,500 limit to apply to PT/OT that beneficiaries receive in rehabilitation 
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, ,t; 

... ' 

agencies, skilled nursing facilities, hoine hciuthagencies, and physici~ offices:, The 
" Administration opposes this provision which ~ouldejther increase out~of-poeket 
, payments or result in a significant reduCtion inservices~ The Sl,500!4nitrepresents 15-20 
P,T/OT visits. Inrriany cases, an individual who has ,Suffered from a stroke has 35 Visits., 
In order to receive these s....orvlcesintegraho their recovery, the beneficiary would have to ' 
pay for the remaining visits out.of7pocket: ' 

'. ,­

" . 

:, , 

", 
, .~; 

. " 

'.,' ' 
, " 

.c, 
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Significant Resources Needed to Implement New Provisions in the 

Reconciliation ,Bill 


MEDICARE 

The FY98 Reconciliation Bills currently being considered by Congress include some of the most 
comprehensive 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 .4..dmiriistration, charged with adininistering the 
Medicare prograrn,will face a ~ignificant challenge in implementing these provisions. Current 

. resources will not be sufficient to implement the proposals effectively. 

There is significant precedent for funding such administrative costs through the Medicare trust 
funds. In addition, given the leck 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 MediCare Integrity Program and Social 
Health Maintenance Organizations have been :funded in this mamier., 

Some of the new or significantly modified proposals compared to 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 ponion ofthe new or substantially modified 
Medicare proposals, yet they rcq Ulre about $120 million to implement in FY98. ' 

COMBINED COSTS 

. To implement the new or substantially modified proposals·for Medicare,l Medicaid ($3.5 million) 
and the Children's Health Initiative ($6. 5 million) combined, HCF A would need over $150 
million." , 

Senate Medicare Provisions: 

Move PPS Update toCaJendar Year. While moving the entire PPS rate to a calendar year 
would be implemEmtable, simpJy moving the update will create a heavy administrative burden. 
The PPS rate is derived by accounting for the effects ofall 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 lOll effective date and a l!l effective date).! This presents a considerable drain on HCFA 

. ,'.~'" 

::; .. 

INot all of the new and substantially modill~d\Medi~~epropos'als are discussed in this 
paper. The attached list of Medicare proposals would require approximately another $20 million 
to implement. Hence, the Medicare (S140 million) and Medicaid ($3.5 million) proposals, and the 
Children'sHealth Initiative ($6.5 million) would require about $i50 million to !mplement. 
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resources, both for HeFA staff a.nd for ci,ntractor resources to make appropriate changes to the' 
claiJ1)sprocessing systems. HCFA S~aff estimatetha,t an add~tional $860,000 will be required to 
develop and publish an adciitional ruJe in 1998; , ' 

, Beneficiary Copayment for Part B Home Health Services•. Significant changes to the regional 
home health intermediaries (RHHIs) claims processing and accounting systems would be required. 
In addition, RHHIs would need to instruct home health agencies on m'ethods, for collecting and 

,forwarding the $5 dollar copayment, Benefi.ciari~ also must be educated as to which home health 
servi~es required thecopayment, HCFAstaffestimate that over ~1 million will be required to 
accomplish this m1998. ' " , ' . 

'Demonstration on Income-Rcla'ted Part B Deductibl~. HCFA would be required to conduct a 
, demonstration in which indiyiduals who would be subject to the inco.ine~related pfemium could 

elect instead to have an income~related deductible. HCFA estimates the cost asso,ciated with this 
demonstration would total approximately $2 million in 1998. 

Both House & Senate Medicare Provisions:' 

Gradual Reallocation of Home Health from Part A to Part B. This requires the Secretary to 
conduct 'yearly estimates of: 1) t;,eamount ofhome health services that wouid have been paid 
under: Pan A, ifPan A homehe3..lth services were all home healthservices, and 2) Part A home 
health services were limited·to post -institut~onalsiays, lip to 100, visits. Such estimations are 
complex to detennineandwo).Jld entail significant computer systems changes. 'Sigrufkant HCFA 
resources, such as full-time employees dedicated to conducting the yearly estimates~ also would 
be necessary. HCFA estimates that $2.5 million in additional resources would be required to 
implement this provision in 1998 ~one. ' 

Establish PPS for Rehabilitsrion Hospitals•.A considerable data collection effort would be 
needed to~etermine classifications and payment under a PPS. Fonnats for reporting cost data 
(coding system) would need to be develoPeQ, HCFA then woulrlinstruct hospitals on the new 
codi~g system. Data collection would be required for at least a year to create the PPS.' 
Developing and implementhlg ;the actual pPS. based on the data collection efforts, would demand 
significant agency resources, Annual collection ofbill data and cost report data under the PPS 
also would utilize agency resources. HCFA estimates about $12.5 million in additional resources 
are required to implement this provision in 1998. 

Lab 'Speciality 'Canien.HCFA would be n;quired to de~ignate up' to 5 regional speCialty , 
carriersto process carrier-paid laboratoryc1aims (eXcept for physician office labs). A transition to 

, specialty carriers for a subset of lab clainis would be very burdensome administratively and' 
expensive to implement. HCF A estimates a cost of$41 million based on experience with the 
DMERCs. ' 

2 
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Data Collection and Processing Req uirements Related to Risk Adj ustment. HCF A would be 
required to collect and process encounter data submitted by managed care plans in order·to risk 
adjust paytl1ents to those plans. HCFA estimates a cost of$7 million in 1998. 

Periodic Auditing'of ACRs. 'The Secretary would be required to annually audit financi;il records. 
(including data relat'ed to utilization and adjusted community rate (ACR) proposals) of at least 
one-third ofMedicare PlusiChoi ce plans. B'CFA estimates a cost of $4 miilion for 1998 audits. 

Additional Plans to Certify .aDd Monitor. Because of the less stringent definitlon'ofpro~der 
sponsored organization (PSO) under the House and Senate bills, HCFA would have to cenify 
and monitor a greater number of Medicare PluslChoiceplans. The Senate:bill alsoin~ludes 
private fee-for-service plan~ as 3.,"} additional option .. HCF A estiqtates a· ~o~t of$20 million to .­
certifY and monitor additional plans in 1998:" . . 

. 'Other Demonstrations. The bi I rscallfor the' implementation ~fmore than 20 new' . 
demonstrations and research proje~ts, covering the sp~ctrum ofMedicare .. Some ofth~se include: 
demonstrations on telemedicine.: theincome'-related Pan B deductible, and the project to establish 
a PPS for long':tenn care hospil2.1s. HCFA estimates a cost of$25 millionto conduct all of the 
demonstr~uions and projects in 1998. . '. . 

Medical Savings Accounts. 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 implementing and evaluating the House demo to be $9.3 million, while the 
costs ofi'mplementing and evaluating the Senate demo to be $6 million. 1998 costs for both will 
total $4 million. 

MEDICAID 

The Senate and House billscaU for more federal oversight into managed care operations than the 
Administration had requested. The Medicaid provisions listed below would increaseHCFA's 
oversight duties, regulation drafting, and technical advisory duties beyond what HeFA 
anticipated, facilitating the need for $35 miJlionin additional appropriations. 

Senate Medicaid Provisions: 

State Contracts. The Senate bill has requirements on State managed care contracts including a ' 
new default enrollment process thatrequiies States to selectplans.with providers-who have a .' 
history ofserving Medicaid or other poor beneficiaries .. 

Access Standards for Managed Care Plans. The' Senate bill provides specific plan access 
standards including provider-enrollee ran.os and maximum travel times. HCF A will have to draft 

, new regulations, . 
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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 incentivepaynients, public recognition, or new 
enrollees. HeFA would have Ie Dfovide considerable techrucal assistance to operate this 
program. 

Sanctions. The Senate bilI provides that States or the Secretary would establish siUlctions against 
managed care plans that substantially fail to deliver necessary care. The State would establish 
sanctions against plans that repe2tedly fail.to deliver necessary care. 

Protection for Providers. -Managedcareplans are prohibited from discriminating against a 
provider solely based on license if he or she is valid under State law. ­

House Medicaid Provisions: 

Grievance Appeals Board. The House bill requires plans to have a grievance appeals board 
made up ofplan representatives, consumers, and heruth experts to resolve-disputes in 30days. 

Both House & Senate Medicaid Provisions: 

Fraud and Abuse~ States would be required to have conflict-of-interest safeguards with respect 
[0 officers and employees relating to managed care contracts-that are at least as effective as 
Federal safeguards that apply to procurement officials. HCFA 'Will have to write regulations 
providing details as to what is 2. conflict. 

Monitoring Marketing by Manage Care Plans. -Managed care pI.ans are prohibited from 
distributing marketing materials that contain false or misleading. infonnation. -No cold calls or tie­
ins with other insurance are pennitted. Each plan must market its entire service area. 

Exclusion of Certain Managed Care Plan Employees. _A plan 'may not knowingly have a 
director, officer. or person with more than 5 percent ofequity who has been debarred or 
suspended by the Federal goVerTLment. 

CHILDREN'S HEALTH INITIATIVE 
- . 

Both the House and the Senate bills create a new Children's Health Initiative to~be administered 
by HCF A. Program costs are_ estimated at about $6.5 million.­
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Additional Medio re Provisions to be Paid for out of the Trust Funds 

These provisions are not summcsized in this package, but their,costis included in the $150 million, 
number on page one of"Sig:illfic2.i1t Resources N~eded to Implemen~ New Provisions in the 
Reconciliation BilI." '" ' , 

Commission OD Long·Term Solvency of Medicare Program 

Senate Sec. 5021 

House Sec. ,10721 

Nat Codified 


PenJ)anent Exclusion forthosl' Convictedof3 He.aJth Care Related Crimes 

W & M Sec. 10301 ' 


, Commerce Sec. 4301 

Title XVIllSec. 1128 (c) (3) 


Advisory Opinions Regarding Self-Referral , 
W &'M Sec..10309' ' 

Commerce Sec. 4309 

Title XVIII Sec. 1871. (g) 


, , ' 

Nondiscrimination in Post-Hospital Referral to BRAs 

, Commerce Sec. 4310 ' 

Title XVI1I Sec"J 861 (ee) (2) 


" m Coverage for Certain Pu blic Retir~s' 
, W &M Sec. ,] 0543 

Title XVIII Sec. 1818 (d) 

Screening Pap Smear & Pelyic Exams 
W &M Sec. 10102 " , 

Commerce Sec. 4102 , 

Amtmds'Title XVIII Sec. 1861 (nn)'and 1833, (b) 


Prostate Cancer Screening Tests " ' 

W & M Sec. ]0103, Creates new subparagraph 1861(s) (2) (P)~ subsection (00) 

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


Standardized Medicare Coverage:' Bone,Mass~eas~rements" 

W&'M Sec. 10106 " ': " 

Commerce Sec. 4106 

Senate Sec 5104 

Creates new paragraph 1861 (s) (15), sub~ection (rr) and Amends 1848(j) (3) 


Resource-Based Physician Practice E~penses " 

W& M Sec. 10605 

SenateSec. 5505 ' 

Amends Title XVIII 1848 (c) (2) 
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