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Theé Honorable John Tanner, M C I o
* . House ofRepresentatlves SN L

" Washington, DC 20515
Dear Mr. Tanner: :
Thank you for wntmg to express your concern about the proposed hmltatlons on
- Disproportionate Share Hospital (DSH) payments by the House and Senate budget bllls in relatlon

V to the state of Termessee

: Ttis understood by Congress that because of Tennessee s 1 115 walver expansxon it wxll
not be affected by the proposed reductlons in DSH

- Thank you again for- expressmg your coricerns on this very important issue. -

- Sincerely, -

‘Vice President Gore




JOHN TANNER
8TH DISTRICT
“TENNESSEE

CONGRESS OF

_COMMITTEE
ON
TWAYS AND MEANS

THE UNITED STATES B | {

HOUSE OF | REPRESENTATIVES
WASHINGTON, D.C. 20515-4208

July 8,

Honorable Albert Gore,.Jr. =
Office of the Vice President
0ld Executive Office Bulldlng'
Washington, D.C. 20501

Dear Mr. Vice President:

Tennessee, ag you well kn
comprehensive health care prog:
to section 1115 of the Social
Medicaid waiver, Tennessee has
traditional Medicaid categorie
and has used DSH funds to help

The provisions of the Hou
pertalnlng to limitations on D
in FY95 as the base for calcul

adjust the base in subsequent: years.

bills were not intended to aff
DSH payments that are now bein
expansions.
Tennessee and Hawaii, which ha
of their DSH funds to their wa
this colloquy is attached

I have also attached 1eg1
confirm tHat the amount of DSH
program will be determined by
waiver. In this way, the DSH b
would have no impact on the co
Tennessee's statewide waiver p
available under the terms of t
program was in effect.

Any assistance you ﬁay be|
.clarifying this matter would b
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ram under a waiver granted pursuant,
oecurlty Act. As a result of this
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It seems clear that the

ect those funds formerly used. - for
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A floor colloquy 1n the Senate confirmed this as to

q already converted virtually all
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wthe effect, impact and cost implica-
tions of competitive bidding, flexible
purchasing and inherent reasonable-
ness on the provision of a full range of
effective medical products and services
to Medicare beneficiaries.

Mr. President, I simply ask my col-
league if that is correct?

Mr. ROTH. In response to Senator
FRIST’S question, it is the committee's
intent that the Medicare Payment Re-
view Commission shall have broad au-
thority to study and make rec-
ommendations to Congress on a variety
of issues relating to the Medicare
Choice program and the Medicare fee-
for-gervice program. The committee
recognizes that the previous two advi-
sory committees did not have explicit

-‘authority to study issues relating to
reimbursement ot‘ darable medical
equipment and med:ca.l ‘supplies. How-
ever, it is the committes's intent that

the Medicare. Payment Review Com-

mission will’ have broad authority in
these and other areas regarding the re-
view of all Medicare relmbumement ig-
sues.
DSH PAYMENTS -

Mr, FRIST. I would like to ta.ke a
moment to clarify the intended mean-
Jing of the changes in State allotments

for didproportionate share hoapital

{DSH] payments as they ‘impact States
that have received waivers to adopt
managed care programs statewide,
using DSH funds to help flnance ex-

panded care to the uninsured. Two such’

-Statés are Tennessee, which initiated
the TennCare program in January 1934,
and Hawaii, which has operated the
QUEST program since mid-1994.

In these cases, the States combine -

their DSH allotment and their regular
Medicaid dollars to fund-~capitation
payments to managed care providers
who are responsible for service not
only to existing Medicaid-eligible re-
cipients but to a substantial portion if

not most of the children and adults,

who would not otherwise qualify for
Medicaid but who do not have coverage
under other insurance programs. Direct
DSH payments to hospitals have been
easentially eliminated, because the
hospitals and other providers receive
payments to cover cars to the unin—
sured through the waiver program, ei-
ther from managed care providers or,
in the case of some hospitals, from the
State under supplementary pools.

The committee's legislation provides

.that DSH payments relating to serv-

ices to persons eligible under the
State's Medicaid plan must be made di-
rectly to hospitals after October 1, 1997,
even where the individuals entitled to
the service ars enrclled in mansged
care plans, and cannot be used to deter-
mine- prepaid capitation payments
under the State plan that relate to
those gervices. That provision does not
by its terms apply to States operating
under waivers where the DSH funds are

used to fund a broader rangs of sarvices -

to the-uninsured. I would like your
confirmation of this understanding, for
it would be Incoumsistent with the

|
CONGRESSIONAL RECORD——SENATE
TennCare and QUEST programs. to

apply the new provision to them. =~ .

* T also|seek your concurrence that the
adjustments to State DSH allocations
are not intended to impact on the
funds avaiiab]e to these waiver States
to opemce their programs. Bor.h Ten-
nessee and Hawalii no longef use their
DSH allotments for DSH payments. As
a result, CBO’s estimates showed no
impa.cf;lon those States of the commit-
tee's provision adjusting DSH allot-
ments aud payments. That is entirely
a.ppropriate. for these States are sub-
ject to| limitations on their Medicaid
funding by reason of the budget terms

of their waiver. Moreover, they no
longer make DSH payments as we have
come to kpow them, but instead have
developed more efficient means of de-
livering health services and have ex-
tendedjchem to a broader segment of

" the population.

Can t;he chairman conﬁrm my under-
sts.nding of these !:wo DSH-relabed
point‘.s?

Mr. ROTH. I am happy to confirm the
Senator’'s understanding on both
points.| There is no intention to alter
the mafiner of distribution of funds
under demenstmtﬁon waiver programs
as longl as those programs are in effect.
Further, we do not intéend any change
in the budget. and fimance provisions of
these demonstmcicn walvers, where
the DSH funds are used to _expand cov-
erage t:o the uninsured.

AMENDMENTS NOS. 452, 453, AND 434, EN BLOC

Mr. DOMENICIL. I have three amend-
ments {that are going to be accepted.
One is for Senators LIEBERMAN,
CHAFEE JEFFORDS Kmnm BREAUX,
WYDEN; and KENNEDY, to require Medic-
ald managed care plaas to provide cer-
tain comps.rative information to en-
rollees. One {8 for Senpator FEINSTEIN to.
require managed care organizations to
pmvide annual data to enrollees re-
ga.rding nonheaith expendimres. And a
third is a Craig-Bingaman amendment
to study medical nutrition therapies by
using | the National Academy of
Sciencpa to do that.

I send the three amendments to the
desk and ask that they be agreed to en
bloc.

The PRESIDING, OFFICER. Without
objection, it is so ordered.

The [clerk will report t.he amend-

ments.
The legislat;ive clerk read as follows:

The Sena.m from New Mexico (Mr DouEN-

1c1) pmposes amendments numbered 452, 453,
and 464! en bloc. R

The lamendments (Nos. 462, 453, and
454) en bloc are as follows: . -
. AMENDMENT NO. 452
(Purpose: To require medicaid managed care

plans|to provide certain oompa.mbiva infor-

mclcln to enrollees) s e

At the end of proposed aecuon 1941((1) ot
the Socla.l Security Act (as added by uoct.ion
5701), add the following: .

(3 l?Romzox oF coummvx IN?ORMA
TION.—

A BY STATE.—A Smm that mqu!m Lnd.i~
viduala to enroll with managed care enticies
under r.hia part shan mnu.a.uy prov‘lde m all

June 24, 1997 -

enrollees and potential enrollees a liat iden- .| .a‘

tifying the managed care entities that are
{or will be) available and information de-
scribed in subparagraph (C) concerning such '
entities. Such information shall be presented
in a comparative, chart-like form.

*(B) By ENTTTY.—Upon the eurollment, or
renewal of enrollment. of an individual wigh
2 managed care entity under this part, the
entity shall provide such individual with the
information described in subparagraph (C)
concerning such entity and other entities
avallable in the area. presented in & com-
parative, chart-like form.

*{C) REQUIRED INFORMATION.—Irformation
under this subparagraph, with respect to a
managed care entity for a year, akall {nclude

“the following:

*(1y BENEFTTS,~The benenss covered by the
entity, including— .

‘“(I) covered {tems and sel‘vices beyond
those provided under a traditional fee-for-
service program;

*(1I) any bensficiary cost shaﬂna. and

(OI any maximur Iimm:.cions on oub-of-
pocket expenses.

“(ii) PREMIUMS.—The net moatmy pre-
mium, if any, under the entity.

*(i1l) SERVICE AREA —The service ares of
the antity. =

“{iv) QUALITY AND Pznrommcz «T0 the
extent available, quality and performance

.indicators for the benefits under the entity

{and how they compare to such’ {ndicators
under the traditional (fee-for-service pro-
grams in the area involved), including—

*(Iy disenrollment rates for enrollees elect-~

ing to receive benefits through the entity for

the previous 2 years (excluding
disenrollment due to death or moving oub—
side the service area of the entity);
. “UID information on enrollee satisfaction:

“(IIy {nformation on health process and
outscomes;

“(IV) grievance procedurss;

‘{V) the extent to which an enrolles may
select the health care provider of their

.choice, including health care providers with-

in the netwark of the entity and out-of-net-
work health care providers (if the entity cov-
ers out-of-network {tems and services); and
(V1) an indication of enrollee exposure to
balance billing and the rescrxcaions on cov-
erage of items and services pmvided to such

- enrollee by an ouwr-network health care

provider.

M) SU?’?LE&(EN’I‘AL "BENEFTTS OPTIONS.—
Whather the entity offers optional supple-
mental beneflts’ and the terma and condi-
tions (including prerniums) for. such c¢ov-
erage. .

“(v1) PHYSICIAN COMPENBATION.—An overall
summary description as to the method of
compensation of participating physicians.

AMENDMENT NO. 489 .
(Purpose: To require mansged cars organiza-
ticns to provide annual data to enmllees
regarding non-health arpend}mres)

At the end of proposed section 1853(e) of

" the Soclal Security Act ¢as added by section

5001), add the following: .

(6) ANNUAL REPORT ON NON-HEALTH EX-
PENDITURES.—Each Medicare Choice oxgani-
wation shall at the request of the enrclles an-
nually provide to enrollees a statament dis-
‘closing the proportion of the prespiums and
other revenues received by the:drgamization
that are expended for non- hsdt.h care items
and sarvices.

- At theé and of pmposed seccion 1915 ‘of the
Social Security Act (as. ulded by’ mmon
5701) add the following: -

S(h) ANNUAL REPORT ON NON-HEALTHE EX-

PENDITURES.—Each medicaid managed care

-arganization shall annually provide to en-

rollees a statement disocloaing the ntoportion
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‘and demonstration program

state are expended through

( } The provisi

DSH allotments of states s

ons of this subsection limiting the

hall‘not'apply in the case of any

state that was operating'a.state—widegébmprehensive research

wailver of compliance with
granted under section 111%

the extent that disproport

asrof May 13‘1§9?, for which a
requirements of Tiﬁle XIX haé been
(a) of the Sccial Seéurity Act to
ionate share funds available to the

the demonstration rather than

through the state plan; nor shill ;he provisions affect the

amount of available federa

program. This paragraph.

1 financial participation in such a

shall apply as long as the

demonstration program is in effect, including any extensions

of its expiration date, subject to.the financial terms and

conditions of the current deménstration program.
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(. DEPARTMENT OF HEALTH & HUMAN SERVICES " Office of the Secrétary

- | J » .“ Washif;gran. DC 2b2b1.
JUL 22 1997

NOTE FOR CHRIS JENNINGS
DEPUTY ASSISTANT TO THE PRESIDENT
FOR HEALTH POLICY DEVELPMENT

SUBJ'ECT Arizona Waiver

Accordmg to HCFA, Arizona is requestmg a wiiver renewal. Arizona had their demo
with various modifications and extensions since 1982 (prior to that they dnd not have a
Medicaid progr’am*) " The current waivers a‘re extended through Se‘pte‘mb’e‘r 30, 1997.

, The issue w1th the request is related to budget neutrality. Arizoha wants to use past
savings, i.e. , savings prior to the renewal‘ period effective date, to satrsfy the budget
neutrality térms. HCFA has glven Arizona a verbal heads up that they have not agreed to
such a methodology in the past and hzm'«:t asked Arizona to stay within the current budget
netitrality’ guldelmes :

However thrs issue may fade away dependmg on the outcome of budget reconcrhatxon
The House veision provides for automatxc 3-year renewals for 1115 Medlcald demos,
glvcn that they sansfy the budget neutralrty requirement (does not requxre HHS to approve
methddology)-<-thus, Arizona would behome free. The Senate version is iuch broader -
and provides for permanent extensions of 1115 Medicaid demos.

Please let me know if you have any questions o this or other issues.

TOTAL P. 81
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,% Chres Jenmirgs.

July 22, 1997

* Members of the Conference Comrittes on
the Balanced Budget Act of 1607 :

‘Déar Conferae:

Wa are wntmg to urge you to carve Medicare Disproportionate Share Hospital
(DSH) payments, as well as direét anq indirect medical education payments, out of
- Medicare payments to managed cara plans and pay them dtrectly to the organ izations
. that incur the costs. The policy Jusuﬂcazlons for direct payment of madical educahon
: adjustments apply équally strongly to the DSH adjustrient.

Both the Senate bill and the Colmmerca Committes version of the Housa bnll
gragually reduce Medicare managed care payments -- tha Adjusted Average Per
‘Capita Cost (AAPCC) - by the amoum attrlbutable to direct graduate madical education
(DGME), indirect medical education (EME) and DSH payments to hospitals. The
payments would then be made d;roctly to the csrgamzahons quahfymg forthe
adjuqments The Ways and Means bill mcludes no similar prov:suon

‘ The ralionidle for this type of carve—om is s:mple these payments are'intended -
t6°cover the additional costs orgamzatlons incur in teaching and In serving large’

* . volumas of poor patients. Under current law, these payments are folded into payments
“to hanaged care plans and the plans lare under no obligation to pass tha funding
“along Inrates paid to teaching and DS!H hospitals or other organizations actually

mwdxng the servives that are under contract with them. The carve:out is intended to
ensure that the Medicare support of these important missions reaches those
« orgamzatlons that actually incur the cdsts.

: This rationale is o lass apphcabla to DSH paymonts than :t is to medtcal
'educ.dtwn“payments ' Like teaching hospitals, hospitals that serve. the poor are
‘providing a "public good” that is not tyﬁxcally recognized through rates negotiated with
-commercial plans. Without a direct pass-thmugh these [ederal funds are likely to
dissipate in the system rather than prowde support for those hospitals shouldering the
burden of caning for the poor that Congress intended these dollars to support.

.- Our orgamzauonb urge you not|to compromlsa onthe AAPCC c.arve-0ut in this
; faahnon DSH payments as well as GME paymems must be carved outand paidto
_the orgamzatnons that incur the costs; "Both the Senate and the Commerce bills phigse
“in'tha'éarva-out over 3 four-year period, provndmg sufficient time for managed care
‘Plans to adjust 10 the new payment systém. We urge you to adopt-the Senate and
Commerce ¢arve-out provisians intact, which Include DSH as well a5 DGME and IME
paymenits in the carve-6ut. : ~

Sincarely,
Assoc:at;m of Ameru.dn Meducal Colleges

- American Hosputal Association . .
Nauonal Assaciation of Publie Hospitals & Health Systems o
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STATE OF NEW HAMPSHIRE
~ OFFICE OF THE GOVERNOR '
JEANNE SHAHEEN ' * July 14, 1997
~ GOVERNOR o :
Mr. Don Gips

Chief Domestic Policy Adviser
Office of the Vice President

- White House
Washington, DC

Dear Me&ips: DGV

Thank you again for your interest and help thus far in facilitating negotiations between New
Hampshire and the Health Care Financing Administration of our Section 1115 Waiver. Ibelieve
~we dre now at a critical stage in negotiations, and I would appreciate your continued help to

- quickly resolve our remaining issues. It is very important to the Governor that our waiver be
a2pproved before the close of the federal fiscal year.

Because of recent negotiations between the State, HCFA, HHS, and White House staff we have
significantly narrowed the unresolved issues. There is substantial agreement on the
programmatic design of New Hampshire’s wal\:fer Currently, negotiations are focused on

~ budget neutrality. HCFA has emphasized throughout these sessions that they must work within
established precedents in approving New Hampshlrc s waiver proposal. At the most recent
meeting, New Hampshire presented a six point .plan which I strongly believe works within those .
established precedents New Hampshlre has worked hard to adjust its proposal to meet HCFA’s
needs.

Our proposed plan has six key points. Each of these are critical to New Hampshire in its ability
to proceed with the waiver, including the insurance buy-in program for uninsured children and
adults.

. Dtsproporzwnme Share Base Year. HCFA proposed that 1996 serve as the base year for
disproportionate share. This is will not work for New Hampshire. In order to proceed with
‘the waiver, New Hampshire must have 1995 as a base year (or an average of years 1994-
1996) for disproportionate share. This base year will allow the state to implement the buy-in
program for the uninsured. Both the House and Senate versions of HR. 2015 use 1995 as
the base year for disproportionate share rediucnons The Administration’s proposal also uses
1995 as a base year for disproportionate share. I strongly believe that there is clear
precedent, therefore, for the 1995 base year for disproportionate share. You should be aware
that the 1995 basc year is even more important o N’ew Hampshire in hght of the proposed
dlsprcpomonate share reduct:ons - : .

o 1996 Base Year for AFDC Frogram Spénd ing. HCFA pfoposed that New Hampshire use
1996 for other program spending.” This 1s agreeable to New Hampshire.

STATE HOUSE, CONCORD, NH 03301 (603} 271-2121
| TDD Ascess: Rolay NH 1-800-736-2064 '
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5.6% Trend Factor. HCFA proposed a 5.6% trend factor which rcpresents the national -
AFDC trend factor for all states. However, for the first year, HCFA reduced the factor to
3.1% to reflect reductions in the state’s Medicaid spending mandated by our legislature. -
While it is true that there were reductions in New Hampshire, most occurred in long term_,
care programs and are not applicable to this/component of the proposed waiver. New
Hampshire’s own inflation experience is substantially higher than the national average.

Nevertheless, the state will'accept HCFA's proposal without the adjustment for the initial -
year.

Spending for Children and Families Ou:szde of Budget Neutralzry As a result of welfare
reform, states were given flexibility in Section 1931 to extend eligibility to children and
families in a manner similar to that used unlder Section 1902(r)(2) for children. Because this
is current law, New Hampshire requests that children and families falling under this
provision be excluded from the test of budget neutrality, HCFA has excluded children under
Section 1902(r)(2) in a number of states. This component of New Hampshire's plan also
meets the precedent requirement. -

Spendmg F Iexzbzlzty for Disproportionate Share. One of the key features of New
Hampshire's proposal is to use some of the disproportionate share dollars to purchase health
coverage for the uninsured. This type of ﬂexlbxhty has been approved in numerous states. It

'should be noted that New Hampshire will conunue to make some payments directly to

hospitals. New Hampshire also seeks the ﬁex:bxhty to spend disproportionate share dollars
on other state subsidized care in both mpan ent and ambulatory settings. HCFA has approved
this type of spending flexibility elsewhere, ]most recently in Los Angeles. This element of
New Hampshire’s proposal, thereforc, aiso meets HCFA’s need to work within estabhshed
precedent

State Contribution for the Buy-In Program. One of the most difficult issues in the .
negotiations has been HCFA’s recent request that the state contribute at least some portion of
the nonfederal share of the premium for purchasing coverage for the uninsured. New
Hampshire proposed that the nonfederal share be contributed on a sliding scale basis by

those receiving coverage. In order to move the negotiations forward, New Hampshire has
agreed to work with the legislature to enable the state to make some contribution -- most
likely through an increase in the tobacco tax. However, HCFA proposed that the state’s
contribution be one-half of the nonfederal! share, This is too high. Tunderstand that HCFA
approved twenty percent of the nonfedcral share or ten percent of the total in Tennessee for
the first $81 million of premiums collected. Therefore, there is precedent for a lower figure,

New Hampshire has moved substantially from its original position to bring these negotiations to
closure. While we can appreciate the Vice President’s comments about how aggressive New
Hampshire has been in its pursuit of federal Disproportionate Share funds, I believe that the
current proposal before HCFA is an honest attempt 1o put an end to the gaming of the system.
Although we are still 2 high Disproportionate Share state, our use of these dollars keeps with the
intent of the program and has decreased substantially over the last several years. If approved,
~our plan to use Disproportionatc Share funds for insurance premiums has the potential to reduce
the uninsured population by half and fund care to the poor in a more rational, systemic way.

i a G Civp
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I hope that HCFA will judge these proposals on ﬂ?exr merits and view them as a good faith effort
10 end the gaming of the system and advance the policy goal of extending affordable hcalth
insurance coverage to the uninsured. : -

" It is Governor Shaheen’s hope that HCFA can mche quickly in resolving the few remaining *._.»...
barriers to approval of New Hamypshire's walverf The continued assistance of the Vice President
~ to expedite a resolution to this process would be very helpful. :

Before closing, I want to express our concerns about the changes to the Medicaid program
currently pending before the Committee of Conference on H.R. 2015. Specifically, we are .
concerned about the reductions targeted for Instxtutes for Mental Disorders (IMDs). The Senate
bill requires 2 much larger reduction in Dlspropornonate Share Hospital dollars for states that,
like New Hampshire, have spent part of their lespropomonate Share Hospital allocations for
services provided to poor people in State Psychiatric Hospitals, In 1998 alone, the Senate bill
would reduce New Hampshire’s Disproportionate Share Hospital allotment from $341 mxlhon
(our 1995 spending level) to 33 10 million. :

This changc has two worrisome implications for New Hampshire. First, it lowers our
Disproportionate Share cap by nearly 10% from the outset, making the overall reductions very
difficult to manage. Second, it would cost the state as much as $20 million because of the
inability to qualify for federal match on uncompensated care spent at our state psychiatric.
hosplta] A $20 million gap would 3eopardxzc tny budget, causing significant cuts to services.

In addmon to having a serious impact on our Medicaid program, singling out IMDs is both
unfair and discriminatory. New Hampshire has made notable strides in treating mental disorders .
on par with physical disease. As a state senator, the Governor worked 1o pass mental health
parity legislation requiring insurers to treat eight biologically based mental health diseases as
they would any physical illness. Since then, the Congress has enacted similar legislation. This
restriction on the use of Disproportionate Share Hospital funds is contrary to that policy.

If the goal is to reign in escalating spending in the Disproportionate Share Hospital program,
‘then Congress can achieve that goal by imposing reductions in allotment caps. The IMD -
restrictions are unnccessary. States are in the|best position to determine how uncompensated
care needs are met. The Governor hopes that the White House will agree that this is a posmon
you should suppon in the Commmec of Conference negotiations.

Thanks again for your help on these Tatters.

Sincereiy,

Karen Hicks |
Special Assistant for Policy
Office of the Governor

TOTAL P.pa
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doveomanm Co jllly ll, 1997

The Honorable William J. Clinton
President of the United States
The White House

Washington, D'C. 20510

Dear Mr. President:

1 am writing to request your assistance in a matter of great nmponme to the people of the Staie
of Hawaii. We. are currently involved in an effort 10 increase Hawaii’s Federal Matching
As&stance Paymem (FMAP) rate to help our state better bear the cost of Med:ca:d services.

Hawau is curremly one of only a dozen states whose FMAP rate is S0 per cent, the lowest rate
possible, which is intended for only the wealthiest states. However, Hawaii does not belong in ’
~ this group. Although per capita income in our state is among the highest, studies by various
bodies have demonstrated that our cost of|living is as much as one third higher than the
continental United States. ,
|
Hawaii’s situation is very similar to that of Alaska, which also has a high per capita income but a
cost of living which is substantially greater than the continental United States. ln the case of
Alaska, however, the Senate has already rea.o‘g,mzed this disparity and included an increase in the
FMAP rate from 50 per cent 10 59.8 per Lent for the next three years in the budget bill currently
under consideration. A comparable increase in the FMAP rate tor Hawaii would achieve parity
for Hawaii with Alaska, recobmzmu the speicml situation that apphes to both. of the ‘off-shore™

states

Various governmental programs have previously recognized Hawaii and Alaska'slexéeptionally
high cost of living: :

o Medicaid and Medicare regulations provide for spccxat cost-of-living adjustiments for the two
. states in.applying the routine cost limits !tm nursing home rates;
e The Federal Poverty Level (FPL) is adjusted for these two states to account for cost- of'-hvmv «

~ differences:

il

¢
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The Honorable William Jefferson Clinton
President of the United States
The White House ‘
1600 Pennsylvania Avenue, N.W,
Washington, D.C. 20500

Dear Mr. President:

Aug'ust 4, 1997

Major fundamental changes in the Medicare pro

. Soon, conferees will meet to decide whether tc;vl

copayments be included in the final budget p

gram continue to evolve to reach bipartisan agrecment,
impose copayments for home health services. Should
ackage, thousands of vulnerable seniors and disabled

- individuals who require care will not be able to afford the care they need.

While the Medicare program must be exammed to preserve its integnity for ﬁthe beneﬁc:arxes,
copayments: a) impose a financial burden on th? elderly and disabled; b) constitute a bamer to care for
the low to moderate income group; and c) as an unfunded mandate, will increase State Medicaid

outlays over the next five years.

A

As a nation of strength, compassion and fiscal responsibility, our collective efforts should be directed at

improving the Medicare system with integrity, without sacrificing the needs of the sick, vulnerable and

poor.

Therefore, the State of Hawaii strongly urges your intervention to ensure the rejection of the.Medicare

«__Ccopayment proposal for home health services. |

@ :3998d LS5895b282 104

With warmest personal regards,

- Eap 4 R AT AT 2

Aloha,

AUG - 8. 1997
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The Honorable William J. Clinton
July 11, 1997
Page 2

The Food Stamp program takes these differences into account in deﬁnmg the thrifty food plan
and in establishing :tandard deducnons for Alaska and Hawaii; '

Statutory ditferences in compensation for civilia.ns in the military make special allowance for
the higher living costs in these two states;

National housing laws take account of the |differences in the cost of lwmg in these states for
_purposes of government-backed insurance limits; :

Provisions on support for the school lunch|program aut-horiza\hiQher payments to Alaska and
Hawaii based on higher food costs. :

These examples demonstrate the recognition {hat the higher cost of living in the. off-shore states_
should be taken into_account in governxxxent program policy deveiog_ment It is time for a similar
recognition of thxs factor in gauging Hawaii’s ability to suppon its health care programs.

Thank you for your consideration in this matter. It is my hope zhat you will be 4b!e to support '
our position and asmst us in securing this’ change

With warmest personal regards,

£0:394d L85595p202:001
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ocument accompanylng this facsimile transmission

contains confidential or legally privileged information which is intended only for the use of the
" individual or entity named in this transmittal sheet. If yeu are NOT the recipient, you are hereby

‘notified that any disclosure, copymg, dlstrlb

strictly prohlblted

I
ution, or rehance upon the contents of this facsumle is

DATE: July 9, 1997 ;

TO: The President L { . : - '
'COMPANY: T R
FAX NUMBER: 202-456-7028 i o |
FROM: John K. Lloyd, President ‘5’;: o o
COMPANY: Men‘diah Health System k R
t o - o

- NUMBER OF PAGES (Includmg Cover): .2 P L o 3
COMMENTS: - S B

L . ,

If you have any que!suons or problems regardmg the .

transmlttal of this FAX please cail (908)776-4726
FAX #(908)776-4836 %
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I‘SEY SHORE MEDICAL CENTER

Nt aNT ITa . . o . s fax 732 776-4583
A i Health System. | mrzeass
: E . ;—‘3 o ' Meridian Hepith System
: " 1945 State Route 33
1 . P.O. Box 387
o A : Neptune, N} 07754- 0397

.....

July 8,1997 - ; B
The President J
The White House  { |

| Washmgton, D C. 205 00

'i ' " B .'[1",(;
K DearSir: o P : o &

I am writing to urge your contmued support on thc carve-out that would remove
‘GME (graduate- medsca] -education) and DSH (dnspropomonate share hospital)
funds from Medicaid Managed Care [payments and pay those monies directly to
teachmg and DSH hospltals ‘ '

1
!
Cot

‘ Thank you for the assistance you have aIready prowdcd Mr. Premdem as we are |
a hospxtal w1th a teaching mission, servmg low i mcome citizens. '

i

v‘«""‘w o

Véry truly your_s’, v

/77 i

ohn K. Lloyd” i o
President : E
JKL/s E

! o
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CHAIR, CALICORNIA DEMOCRATIC
CONURRASIONAL NELBGATION

Medicald/DSH . ‘ - » o ' : .
) “The DSH issac is eritical {to the Ciilllornia Delegation. Last week, 48 of California’s 2
Members sent a letter to Speaker Gingrich asking the budget negotiators to adopt Medicaid revision
piovisions Io soften Wic blow of DSH reductions on heavily-impacied hospitals and allow for an
approprinte phase-in period. The lettor expresses “the strong and unlted view of the California delcgntion
1hat the policy that rednces Federal DSH prmm.ms raust be designod so that a staro like Califernin which
has fully dirccted its DSH prograss lo hawmnls wirh high proportions of Medicaid snd unlisured pmwn!s
docs nof face a debilitating reduction in funds,”

Mcmbers will discuss Whejpmportance of 1his issue and ask for adminigtéation suppart.

Censui Samuling ‘
Tlie delegation is pleased v»m\ e support the administration has thus far p:ovided on

thc cénsus sampling issue. California will Jtosc appraximatcly $1 billion in federil funds for every 1
milllon undcreount of low-income papulatians, The 1990 undercount doprived the stale of o

) congrcssional scat 1o which it was cmemisc cntftted. House Republicans are infont on stymieing the
efforts of the Census Bareiu b prapate for sam\pling Dalcgation Membicrs will ask that the Presl(lcm
mainialn a firmy ' stence sgmnst efforts to thivar smnplhing.

Buse Clmurc and Rase Reuge
Prior to 1988, {Ilecn percent of all Depaniment of Defense jobs (civiliun and military)

wera if Cul.ifarma Yet, the staie absorbed 59.89% of the nationwlde military job cuts. Ncurly haif of the
stale’s 63 bascs were closed or are In the pro{cess‘ of being closed.

) Mcubers are concerned thal California witl- ngain fake a dis.prupomnnmc hitin
additional rounds of base closures. Members alsa arc 1roubled by the slow pace of militury base rcusc ln
the state. .

NAFTA/PM( Track : _ .
Severil delegation Members have expressed réluctance 10 support fast track boconse of a

perccpuon that the administration has failed|lo kesp NAFTA-related proinisgs, such as NADBank |
implcmemaucn and barder clean-up. .They need assurance thot the commitments will be Kept.

Welfare Reforn/SS1 :
. California, with 12% of lh; nation’s popuhuon, is home 10 22.1% of ch nation's
AFDC/TANF recipients. Californin is also fiome 10 35,3% of the nation's legal alleas and 40% of the
undacutnented population. Thus, the siure i3 heavily iinpucted by welfarc reforin, Including 8SI culs.
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California Democrais strongly support restoration of SS1 Benefits to botl) iegal
ummgrants who were disabled béfore August 23, 1996 and io those who werc lawfil residents Before
August 23, 1996 and become disabled. Mcmbers also want to ¢nsure the availabilily ol $S81 for legal
immigmﬁr seniors. A

. Memnbers are nlso coneerned jwith attemplts by Republscans 10 daprwe workfare
recipienis of minimuin wage and workplace protections,

California is the ideal theaire in which 10 stage various of the Prosident’s initiniives,
including on race and cducation. The synergy !:@*twcca Californis Members of Congress and the
administratiod will highlight the President’s pmgmms and help 1o re-elect California Democrats to the
Hoise.

Race - The nation's laradst state is aleo its most diverse. 5794 of Californians nrc
whue 7% nfnc'm-amertcan §.1% Asian, 1% n'zu tive american and almost 26% Hisprnic  Moroaver,
concerns sbout racial issucs has prompied passage of Propositions 187 and 209 - the anti-sndocuniented
:mmigwnl and smi-affirmative action iniviatives. The impact of Proposilion 209 is glready evident in the
desrth of black and Hicpanic stadents in the entering classes at Boalt Hall aud UCLA law schioals. Tho
state's largcst city, Los Angeles, is slill healing | bind rebuil ding froin thie 1992 riot.,

) The California Delegation , wluch includes the Chairs of the Conpressional Hispanic
Caucus and Congressional Black Caucus, can work with the adininistration to develop and roll out,
initiativo progruns on 4 stage thal.is primed fosisuch @ produciion,

Edhication - The President’s piam to pay Tor tha first wwo yours of collcgc, and to offer
tax relief for higher education and job rctr.unlnu (inds an ideal audience in Californin, The siate has »

“master plan” that conibines one of the natién’s|most extensive commxmily college systems w.lﬂ'l the four-
year California State' Univershy and the research-onenred University af California,

Hugh-seeh Job growth in Califdrnin is révitalicing the moribuud tconomy. California
hlgh-t:ch firms employ mote than (wice as many wotkers ds Texas, the second ranked high.tech state.
High-tech praducts nccounted for nearly 61% of |(California’s $9 billion in fotal export siles in 1995, Yet,
whie pool of technicaily qualified workers cannot incet the buigconing demsnd. The madified “Hope

: Scholaréhjps" could be highlighted as a mcans 1 funnel students into technology oricnted prograins at

community colleges. thus balsiering productm() and einploymmont levels. Severn] dolegauen Members -

can provide examples of local high-tech firms Mmh have jobs that cannot be filled due Lo the lack of

tecnmc.;lly qualified workers

"Bipartivan Task F‘one

Janc Harman and Gan' Condit w:ll briefly discuss the delegation’s h:pdnmm\ task force,

| Lucille Roybal-AHard and Jerry Lewis appomtecﬁ Representatives Harman, Condil, Lofgren, Rigys, -

McKcon and Campbell 1o ideéntify matiers wherc bipanisan cooperation cau be achieved for the benefit of
California. Thus far, the task forse and catire bipartisan delegatlon hias worked on: ehminalion of the
Medicaid per capila cap from the budgel agreement, full funding of the foderal componcnt of Bay-Delta,
preservation of California’s electric deregulation phm tepeal of the 501 ¢(3) bond cap for Cnhfemm :
Sute University, full funding for SCAAP and &wwrable DSH funding..

The bipariisun 188K force and dc-lcgmon Co-Chairs ave initigting qumerl) meogtings
with a hipartisan California state legisiutive tusk force. The first mecting will be i hite August. Ag
California struggles to implement welfsre reform.|Lhe state legislaiors will look 1o the congressional
delcgation to “fix" those aspects of welfire reforie which are untenable in California, inciuding loss of SS1
beaclits for tegal elderly ang dissdlog immngmnlt.l California Members will need adminisiration

. t
cooperahon ro help muke welfore reform work in the stite.
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“ TO: . Dt)n Gipsf
- DATE: June 12

. Hampshlre The attached table shows the dis

" question- of the equlty of the reductlons

'Please call mthquestlons.

FROM; o Chris Jennmgs |

ORANDUM

" RE: DISPROPORTIONATE SHARE HOSPITAL (DSH) AMENDMENT

Today, at the House Commerce Committee mark up, Representative Green (D-TX) will offer an
amendment on reductions in disproportionate share hospital (DSH) payments. The amendment

is essentially the President’s proposal, which

The main po_mts on the table are:

«  New Hampshire’s DSH reduction-wo
“House Commerce Proposal” than un

vThls is because, in the year 20

softens the impact on high-DSH states like New '
tnbuttonal effects :

uld be nearly four times higher under: the_Majotit}t’s
der Green s “Substitute” proposal ;

02 the Repubhcans proposal would reduce hlgh-

DSH states 1995 DSH spendmg by 40%.

e ' Under the Substxtute Proposal no state gets more than a 4 percent reductlon in their total -

spendmg asa result of the DSH Ieductlons

Green’s staff suggests that they may get quite

a few vhtes and,hif nothing else, will raise the




x."-"--’,‘ . : -l

o Companson of Effects of DSH Reductlons 2002
: (Dollars in ‘mtlhons ﬁscal years) ‘ .

Clstate - House Commerce Proposal . | . . Substitute Proposal

inDSHfrom' . |.| WmDSHfrom -, | ~ nDSHfrom | InDSHfrom
" 1996DSH . | | 1896 Total - ~7| "~ .." 1996 DSH . 1995 Total .

$Change. ' |'| %Change ~ - §Change | ~%Change ..}

[Nationai* . - 4695 . so8% 1 4669 o 3%

NAbama T | 18 |t %% | %8 . T

ofAlaska . | -2 1% .. | -4 2%

* .JArkansas ) S 0.0 0% R 0%

Ao T e |1 2% | e | 2% |

Calfomia___- || 219 [ 1 =% . | 833 - | . 4%

IColorado = .- ’ =37 C 5% R RN

* " [Connecticut ) : B2 -l 8% .. o] . - -53 - . 4%

Clpelaware © e R N e e =

HD'SMOfCOiumbta . 5. |1 A% | -8 ... %

-* [Flonda . . se . |1 A% - | . %6 . T 2%

. IGeorgia L 51 2% o h 8 T, A%

ﬂHaWaii"‘ | Y - - T PO N -

Cofidahe o 1. 0% . 1 - ... 1 _ 0%

Jtltinols o 41 BB 1 1. 2%

indiana . -~ I~ 40 . . |1 =% . .| . 54 . 4%

" flowa L 2 11 0% 3. 0%

Kansas: . - 21 . 4% s 7180 f 3%

Kentucky - - - . || - -27. 2% T 48 o 3%

“lLouisiana - I I 2% .|, .. -126 | . -4%

[iMaine T 4z - | T% - | . 25 4%

“[IMarytand Lo Loo14 L 1% 25 2%

"[Massachusetts EE VT 2% 01 ] 4%

[Michigan . - 2% _ 87 .. - -3%

IMinnesota N Lo -3 0% £ 0%

[IMississippi: - e T 2% .. =80 A%

< [Missouri RN % L - - 4%

Montana . ", .0 - 0% 0 ‘ " 0%

[Nebraska .- R 0% - ] 2. 0%

fINevada . S 15 - 6% - | -0 4%

* ‘[New Hampshire, . 57 T A5% | A6 | 4%

INew Jersey . T 240 | | A0% |, 408 . | 4%

fiNewMexico . — 0. 11 0% . 1 -2 0%

iNew York — - -302 T % | - 802 4%

UNorth Carolina. - . 56 2% . - | - . a7 - | 4% ..

[North Dakota 1 0 - |1 0% - T %

Ohio . .~~~ kb . 76 : 2% 134 -4%

Qldahoma - . 3. - . % - | 8- 1%

foregon. . . - . SARN - 0% - b T -1%

JPennsylvania . i - 106 - 8% b At T 4%

T iRhodelsland -~ .~ - A2 2% ) 22 4%

South Cardlina : 124 b 1 8%l o 1. 59 - 4%

L o JSouthDakota " . 0 . - 0% ﬁj'; 0%

.1‘emess$&\er4 e I N IO -

Texas -~ . - ) <383. . % -4%

foeh 0 - T 0% - % -

CfVermont . - - - B - -4 o 2% 5 -3% .

Wirginia . - - s A% 2% -

. iWashington - -}~ .- 85 .| |- 2% 4%

Vest Virginia S T A% 2%

tsconsin‘ N 0 - -1 b 0% 0%

Woming™ _f — - - 1T -

G

“% Change in OSHfmm 1995 mar is the 2002 DSH auotmentminus 19?5 DSH spending dmded inta the 1995 Beneﬁs p!us DSH spend ng
House COmmema pmposal assumes that high-DSH statas “ 997 deslgnauon) naca&ve Mca the pement raducuon inDSH as kmDSH statas
States with fass than 1% of spena“ng in DSH are exempt ot : - ] S,
. Subshtute proposal assumes that same percent reduchm {s ?aken from the bwef cl DSH or 12% cf 1995 total spendmg I
* Does not include CBO's 25% ofiset L : _—
© ** Waiver state or state with no OSH * )
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DA

June 6, 1997

The Honorable Corrine Brown
House of Representatives
1610 Longworth Building
Washington, D.C. 20515

Dear Representative Brown:

Thank you for writing to express your concern about the proposed savings in the
Dlspropomonate Share Hospital payments in the Balanced Budget Agreement. I share your
interest in developing the most equitable DSH savings policy possible.

As you know, in response to concerns raised by representatives from Florida and many
other states, we dropped the per capita cap lpolicy in the budget agreement. As a result, the
Medicaid savings in this agreement have beén reduced by over one-third. The savings that
currently remain come from administrative ﬂemblhty and reducing Disproportionate Share
Hospltal (DSH) payments

We are working with states, hospita}s, unions, and consumer groups in order to develop
the best way to achieve savings in DSH. We appreciate your views on this issue and are entirely
open to any further suggestions you might have as well. As we move forward on our balanced
budget discussions, we want to work closely with you to assure that these savmgs are achieved
most appropriately. : :

Thank you again for expressing your views on this important issue.

Sincerely,

President Clinton




EFFECTS OF MEDICAID DSH

PROPOSALS ON CERTAIN STATES

STATE -

SENATE

HOUSE OPTION CHANGE
_ ;
Alaska 5-Yr Spending: 45 m 47 m 47 m +2 m (H)
2002 DSH Cut: -20% 5% - § -15%
2002 Total Cut: -1% 1% -1%
Delaware 5-Yr Spending: 16m 18 m 18 m +2 m (H)
: 2002 DSH Cut: -20% 0% 0%
2002 Total Cut: Ot"o 0% 0% ,
Florida 5-Yr Spending: 845:9 m 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: A 7
Mississippi 5-Yr Spending: 648 m 672 m 672 m +24 m (H)
S 2002 DSH Cut: -20% -15% - -15% ‘
| 2002 Total Cut: 2% 2% -2%
Ne‘w Hampshire | 5-Yr Spending: - 578 m 416m | 661 m +83 m (H)
co 2002 DSH Cut: | - -40%, ' -50% 8% +245 m (S)
2002 Total Cut: *{ . -1 5% -19% -3%
New Jérsey 5-Yr Spending: 2.418 b. | 2.079b - 2.653 b +235'm (H)
: ‘ 2002 DSH Cut: -40% -44% - -12% +574 m (S)
A 2002 Total Cut: -10% 1% -3% .
| Ohio 5-Yr Spending: 1.7.%_4 b 1787b | 1.787b | +63m(H)
: 12002 DSH Cut: |~ -20% “15% - - | -15% -
, 2002 Total Cut: 2% . 2% -2%
Oklahoma - 5-Yr Spending: |  74m 82m 82 m +8'm (H)
' - | 2002 DSH Cut; -20% 0% 0% :
‘ 2002 Total Cut: —O{% t 0% 0% ‘
Pennsylvania | 5-Yr Spending: | 2387b | 2474b | 2474b | +87m(H) |
S 1 2002:DSH Cut: -20% T =15% -15% o
' 2002 Total Cut: 3% - 2% 2% 1
|| Texas 5-Yr Spending: | - 3.860b | 3.640b 4081b | +221 m (H)
1 2002 DSH Cut: - 0% . -35% - =17% +441 m (H)
2002 Total Cut: -7|°o ‘ - 6% -3% B
Virdinia S-Yr»Spending:‘ 314 m | 326m . 326m  § +12m (H)
S 2002 DSH Cut: -2@% =15% -15% o
2002 Total Cut: -1% 1% - -1%

"Optaon takes House low-DSH reducttons and caps total reductlon at 3% of 1995 total spending.




STATES AND HEALTH IN THE BUDGET

There is blparttsan support behmd a series of reforms that help states These mc!ude

.« : Unprecedented erxublhty in Med||cald Thls budget mciudes major provnsmns
- that gives states discretion in operatmg their programs mcludmg

e _Repeal of the Boren amendment.
_.; ‘:Repeal of waiivers for-managed'care" |
R o 'Revievr of theEPSDT beneﬁt to'evaluate states’ concerns with the benefit |

e Possrble state ﬂex1b|hty in cost éharing for thEOnal-beneﬁciaries and dual
o eltg|bles : . o T R

_«  Netincrease in health spending for states The Medlcald savmgs 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
billiGh over five years: ThIS ylelds a net lncrease in Federal funds to states of
$2 4 bllllon ‘

. fChlldren s mltlatlve isa state wutratwe The Admmlstratlon has supported
.making Governors and state legislatures the chief archltects of the children’s

- program.- States will have consrderable ﬂexlbmty — much more than in Medlcald
f—mcludmg ' A S -

o - L No EPSDT for benefits
. - ) Cost sharlng for chnldren above 150 percent of poverty

X - ﬂ;Freedom to target groups of unlnsured chlldren without regard to -
‘ Medlcald s rules about statewqdeness and comparabnllty of benef ts

Lk 'No:Federalrules fcr'paymert rate_s;hke up_per paymentshmlts_or
“ -1 adequacy of rates Lo T

.. <" Nomanaged care restrictions - -

o ~ " Discretion |n eetting etandar_d:s“‘fcr“health plansand ‘pr,ovideré .

 bears o -
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PROTECTING SAYETY NET HOSPITALS FROM REDUCTIONS
IN MEDICAID DISPROPORTIONATE SHARE HOSPITAL PAYMENTS

May 30, 1997

‘I'he National Awwmtson of Public Hospitals & Health Systems (NAPH) continues to
belicve that the level of reducnons anticipated for Mcdicaid Disproportionate Share Hospital
(DSH} payineats 15 oo high ‘md could seriously jcopardize quality and access to care. 1t the
Congrcss decides to cut DSH spcndmg as deeply as envisioned in the recent budget agreement,
it is Imperative that the cuts bc[tmpkmuntcd so that the mmpact on the highiest volume safety net
providers can be minimized. These hospitals and health systems have traditionally provided
care to Medicaid and nninsured paticnts at levels far above average. Nearly 90% of the care at
NAPH mcmber hospitals is provided to Medicaid, Medicare and nninsured patients. These
hospitals alsu pruvide a sigaificanily disproportionate volume of care to high risk pregnant
women und low income children {including much of the neonatal intensive care available in our
nation's urban arcas).

~For NAPH members, nver 0% of the uncompensated care they provide i funded by
Medicaid DSH payments. (50% is funded by direct city or connty subsidies and 9% by
Mecdicare DSH.) Over the years states have taken advantage of loopholes in the DSH statute to
use the funds for a wide varicty, of other purposcs. If the Congress now moves 1o scale back
DSH spending, it is essential that some portion of the remaming funds be directed on a priority
basis to those hospituls for whom the program was originally intended.

While we have considered a variety of options in the past, NAPH is now praposing a
simple, straightforwaid way to jproteel high-volume safety net hospitals from potentially
devastating cuts in the DSII program. Tu light of sume recent confusion about NAPH's
proposal, it is important to cmphasize that this proposal does not scek tw tell Congress
how to allocate DSH cuts uméng the states. Nor docs it proposc any limits on states’
authority to designate hospumls ns disproportionate share hospxtals Rather, it simply
requires siates to continue to make DSH payments at FY 1995 levels to the priority hospitals.

Priority Use of DSII Funds

States would be requin{:d to maintain payments to "priority” DSI1 hospitals (as defincd
bulow) at their FY 1993 levels. These payments to priority hospitals would have 1o be
made from states’ DSH allocations tirst, before funds are spent for any other purposcs.
. i
All funds remainiig instates' DSH allocations after the priority hospitals are held
harmlcss could be spent-for any other purposes consistent with current DSH law. Only
in the unlikely event thit 2 stato’s DSH allocation is insufficient to cover the full cost of
mamtaiming payments to priority DSH hospitals would the state be unable to make
pavments to other hospltms or for other purposes. In such an event, the hold harmless
amount to pr nuu[y huwmﬂa would cyual the total DSH aIlamt:on to the state.

This maintenance of effort requirement for priority hospitals would be applicd in the
apgregate 1o these institutions. In other words, states would be required to maintain
overall DSIH payments to priority hospitals as a group at the levels paid to themas a

yroup in FY 1993, butjwould be perminted to reallocate this funding among those
hospitals (c.g., in ordct to comply with hospital-specific DSH limits).

156€7131:# 2/ 3
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The amount of priority payments to |protected liospitals would increase each year byan  amount
cqual tothe rate of growth in the state's overall Medicaid program, '

Definitiyn of Priority Hospitals -
Eligibility would be limited to hospiluls providing the very highest levels nf low income care, as
measured by their low inoome utilization rate, or LIUR (defined under current law in Section
1923(h)(3) of the Social Security Act). The LIUR measurcs the amount of care prowded bya
hospital to Medicaid and uncompensated patients.

Eligible hospitals would include the following:

(1) Statewido criteria; Hoapttals with a LIUR cqual to or greater than one standard deviation
above the mean LIUR for all hospitals within the statc;
)
2) National floor: Hospitals with a L.ILUR of, e.g., 30 percent or morc; and

3y * Children's hospitals willi either a low income utilization rate meeting the above levels or
with a Medicaid utilization rate (a.f» definud in Section 1923(b)(2)) of 2U pereent or more,

A natlonal floor (e.g., 2 LILIR of 28% or 30%) has boen proposed by some obscrvers in addition to
statewide criteria because in somge states, one standard deviation above the mean is higher than that level,
and some high-volumc hospitals would thus gtherwise be omitted. Under this proposal, with both state
qualifying criteria and a 30% national floor, the Lowin Group estimates that 377 urban and 363 rural
hospitals would qualify.

Other DSH Reforms

In addition to the protections for safety nret institutions ontlined above, NAPH has also proposcd a
number of additional reforms to the DSH stitute that will s¢rve 10 conform the program more closely to the
rcalities of today's healthcare marketplace. For cxample, DSH funding should be paid directly from the .~
states 10 hospitals, rather than incorporated into rates paid to Mcdicaid managed care plans, and states
should be required to include all Medicaid managed care utilization in the distribution formula.

For further information on NAPH's DSH proposal, contact Julie Rorchio af (202) 347-0066 or Chris
Burch or Lynne Fagrani at (202)408-0223.

grwacen\naphiegd Pubalynupy, 330
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 MEMORANDUM

TO: Don Gips 7
A o
cc. Toby Doneﬁeld
FROM: © iChI‘lS Jenmngs
RE: ‘ DISPROPORTIONATE SHARE HOSPITAL (DSH) AMENDMENT .

- DATE: June 19 E

Yesterday, we got a call from the House Budget Committee staff. The Chairman, Representative

- Spratt from South Carolina, is concerned about how the DSH reductions are being taken in both.

- the House and Senate Committees. South Carolina is a high-DSH state; he also has Charlie Bass

~ from New Hampshire on the Budget Committee, He'is thinking about floor amendments and
asked for techmcal assistance. Attached is the table that we sent to him.

Given the very different formulas in’ the House and Senate there will certamly be dlscussmn of
'how DSH reductions are taken in conference. In addition, there may well be some amendment
~ on the House or Senate floots regardmg ﬂns issue. We will keep you apprised of developrnents
. SO that the Vice Pre51dent can weigh in on the appropnate vehicle.

Lastly, regardless of what actions are taken in Congress on the DSH formula, the New o
Hampshire financial situation looks bleak The vast majonty of Memi)ers are unsympathet1c and

we are havmg dlfﬁcult tlme obtammg sufﬁcm nt support

We ean dlscuss thls further in our. upcommg meetmg

N



House Commerce proposal assumes that high-DSH states (1997 designation] receive twice the percent reduction in DSH as low-DSH states; states < 1% exempt

Draft Senate Finance Committee assumes larger reductions for states with high mental hospital DSH .
Proposal like President's assumes (hat same percent reductton is taken from the lower of DSH or 12% of 1995 total spending.
* Does not include CBO's 25% offset ‘ :

o Watver state or state with no DSH .

) Comparison of Effects of DSH Reducnons, 2002 DRAp
R AT
(Dollars|in mllhons fiscal years)
State House Commerce Proposal - - | . Senate F,inance Proposal . Proposal Like President's
$Change | %Change | * % Change 4 $§hange %Ch'ange % Change $ Change % Change |- % Change
inDSH from | InDSHfrom .| inDSH from in DSH from in DSH from in DSH from in DSH from In DSH from | in DSH from
1995 DSH 1995 DSH * 1995 Total 1995 DSH 1995DSH ' | . 1995 Total - 1995 DSH " 1995 DSH 1995 Total
National* -4695 -28% -3% . -4358 -24% 3% -4669 -28% 3%
{lAlabama -118 -40% < 8% -61 ; -21% - 4% -58 . 20% A%
Alaska -2 - -20% -1% 2 - -15% 1%, -4 -35% 2%
\Arizona -16 - ~20% -2% -12 -15% 1% .-28 -35% 3%
_ |lArkansas 0 0% 0% } 0 0% 0% -1 -35% . 0%
1|California -219 ~20% 3% =201 -18% - -3% -333 -30% 4%
Colorado -37 40% | - -5% ¢ .| T -20% -2% -32 -35% A%
Connecticut -82 -40% | 6% -83 -41% . S T% -53 -26% 4%
Delaware -1 -20% 0% 0 0% 0% .-t -35% ~1%.
District of Columbia -5 o -20% -1% 0 - 0%, o 0% - -8 -35%; 1%
Florida -38 - -20% 1% -28 . -15% 1% -66 -35% 2% -
liGeorgia -§1 -20% ¢ -2% -38 -15% 2% -89 -35% 4%
lHawaii* - - B 0 0% 0% - - "
liidaho 0 0% 0% 0 0% 0% -1 -35% 0%
Hitllinois -41 -20% -1% -30 ~15% 1% -71 -35% 2%,
lindiana -40 -20% 3% -30 -15% -2% -54 -27% -4%
llowa -2 -20% 0% . 0 0% - 0% -3 -35% 0%
{iKansas -21 -40% -4% |26 -50% 5% 18 -35% 3%
{{Kentucky -27 -20% 2% -20 -~ -15% 1% -48 -35% -3%
{Louisiana -352 ~40% - - 12% - -249 -28% . ~B% -126 - -14% . . 4%
. IMaine 42 -40% T% -43 41% 7% -25 C23% - 4%
* ||Maryland - -14 -20% 1% 1 -1 - -15% -1% - . .25 -35% -2%
‘||Massachusetts -58 . <20% ¢ . 2% -43 -15% . =% - -101 -35% " 4% -
[Michigan - -50 C20% - 2% -37 -15% 1% -87 -35% 3%
[IMinnesota -3 20% 0% 0 S 0% 0% -8 -35% 0%
. {Mississippi -29 - s20% -2% 22 -15% 2% - -50 -35% 4%
{IMissouri -175 - -40% -11% -187 -43% 1% . -B9 -16% -4% .
liMontana - 0 C 0% 0% 0 0% T 0% 0 -35% 0%
iiNebraska -1 -20% 0% 0 0% 0% -2 -35% 0%
. lINevada -15. -40% - 6% 0 0% 0% -10 -26% 4%
. }Q%_Hampshire -57 -40% -15% -107 -74% -29% -16 -11% -4%
New Jersey -240 -40% -10% -263 -44% -11% . -103 7% | A%’
iiNew Mexico 0. 0% 0% 0 0% 0% W2 -35% 0%
iiNew York . -302 . =20% -3% -227 -15% -2% -502 . -33% -4%
North Carolina -56 -20% -2% |-42 -15% -2% -97 -35% -4%
North Dakota [ T 0% - 0% 0 0% - 0% - 0 -35% . 0%
Ohic -76  -20% -2% 57 -15% 2% -134 -35% 4%
Oklahoma -3 20% - 0% 0 0% 0% .6 -35% -1%
|Oregon -4 20%. .. 0% 0 . 0% - 0% =7 -35% -1%
Pennsylvania -106 20% . - 3% -79 S 15% 2% -170 -32% -4%
Rhode Island -12 "-20%. 2% -9 -15% 2% 22 -35% . A% . .
{South Carolina -124, ~40% 9% - |-104 -33% -7% -58 -19% -4%
South Dakota 0 0% 0% | 0 0% 0% 0 -35% 0%
Tennessee** - s - 0. - 0% 0% - - -
Texas -383 -40% - -7% - ~335 -35% 6% .231 --24% -4%
Utah 0 0% 0% 0 0% 0% . -1 - -35% 0%
Vermont -4 . -20% -2% -3 -15% 1% -6 -35% " -3%
Virginia -14 "-20% -1% -10 -15% 1% -24 -35% -2%
_ {washington -35 . ~20% -2% -26 15% 2% - -61 -35% 4%
{iWest Virginia EE " .20% -1% -10 -15% 1% .22 -35% -2%
Wisconsin 0 0% 0% 0 0% 0% -2 -35% 0%
Wyoming™* - - - 0 0% - 0% - - -
"% .Change in DSH from 1995 Total" is the 2002 DSH allotment minus 1995 DSH spending divided intq the 1995 Benefits plus DSH sgending
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ACHIEVING SUBSTANTIAL SAVINGS IN THE MEDICAID
DISPROPORTIONATE SHARE HOSPITAL PROGRAM

A Discussi[on Paper Prepared by
The National Association of Public Hospitals

The Medicaid disproportionate share hospital (DSH) adjustment (§ 1923 of the Social Security
Act) was established in 1981 for the purpose of providing additional reimbursement to hospitals
serving disproportionate numbers of low income and Medicaid patients. Throughout the early
and mid-1980s the program was relatively small, but in the late 1980s and early 1990s, DSH
payments grew exponentially due primarily|to states’ use of provider revenues to draw down large
federal matching payments. As of FY 1993, DSH payments totaled $16.7 billion. In 1951 and
again in 1993 Congress limited matching of provider funds and capped future growth in the’
program. ‘

Despite reports that states have misused DSH funds or inappropriately drawn down federal
payments, DSH programs have nevertheles's provided crucial funding for hospitals that truly do
serve a disproportionate share of indigent and Medicaid patients. This funding has enabled these
hospitals to be able to continue to act as anlinstitutional safety net for those with no other access
to health care, and to provide highly specialized services -- such as trauma care, burn units,
neonatal intensive care and emergency psychiatric services -- that are relied upon by entire
communities. As Congress considers further cuts in the Medicaid program, it is more important
than ever that this safety net be preserved.

The National Association of Public Hospitals believes that it is possible to achieve substantial
savings (340 billion over five years) in the DSH program while remaining faithful to Congress’
original intent to provide supplemental funding for high volume Medicaid and low income
providers. To do so, DSH adjustments should be restructured as a purely federal payment
targeted exclusively on the highest volume providers of care to the poor. The following steps
could be taken to achieve this goal:

. Modify § 1923 of the Social Securlty Act {copy of current statute is attached) so that
eligibility for DSH payments is limit ed to:

1)  hospitals that have allow income utilization rate (as defined in §
1923(b)(3)) of 25% jor more; and

2) children’s hospitals with either a low income utilization rate of 25% or
more or a Medicaid utilization rate (as currently defined in § 1923(b)(2)) of
25% or more.

Under current law, states are permitted to designate ANY hospital as a DSH facility as
long as it has a Medicaid utilization rate ofi1 percent or more. Some states have gone so far as to
designate ALL hospitals in the state as DSH providers.

(D ] 9B -0a33

4/5/95
m NATIONAL ASSOCIATION OF PUBLIC HOSPITALS #1212 NEW YORK AVENUE, NW u SUITE 800 8 W ASH, DC 20005 (202) 4080223 #F AX (202) 4080235




Only those hospitals that meet this criteria would be eligible for DSH payments. States
would no longer have the flexibility|to designate additional hospitals as DSH providers.
Federalize DSH payments. -Elimination of the state share of the program would not only
relieve the burden on states, but it would also eliminate the loopholes that have allowed
states to claim large federal payments without putting up real state dollars as match. (See
General Accounting Office, Medicaid: States Use Illusory Approaches to Shift Program
Costs to Federal Government, GAO/HEHS-94-133, August 1994) A purely federal
program would acknowledge this reahty, and ensure that on a net basis the dollars are
distributed where they are most needed.

The amount of funds available for DSH payments in each state would be equal to the sum |
of the federal share of all FY 1995 DSH payments to hospitals eligible under the new
criteria in the state. ’ ’

The targeted DSH funds would goto states to be distributed among eligible hospitals as

- the state sees fit. This would allow, states to adapt DSH payment methodologies to reflect

- 4/5/95

changing utilization patterns. The money could not be used for any other purpose than
making DSH payments to eligible hosp:tal q \
NAPH estimates that $4 billion per;year would be sufficient to fund a properly targeted
DSH program, as compared to over $16 billion in current annual DSH payments. This
amount represents approximately one-third of the amount currently spent by the federal
government on DSH payments and less than one-quarter of total (state and federal) DSH
spending. - S
Depending on whose numbers ,yoii believe, the federal gerrnment would save
approximately $4-8 billion per year, or $20 billion over five years.

Because so many states are implem efxting Medicaid managed care programs on.a broader
and broader scale, Congress should require that Medicaid managed care utilization and
revenues be counted both in determining eligibility for DSH payments and in determining -
the payment methodology within states.

In states with section 1115 waiver programs, states would be required to ensure that

hospitals that meet the eligibility criteria outlined above receive additional compensation -- .

either through supplemental pool p‘ayments, enhanced capitation payments or otherwise --
to compensate them for the additional burdens of providing large volumes-of low income
care, - '

Intergovernmental transfers of DSH funds would be prohxblted to ensure that the money ’
is used for the hospitals, as originally mtended by Congress, and not “recaptured” by the-
state for other uses.
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1988 Amendments:

~ Section 8433(a) of the “Technical and Miscella.
neous Revenue Act of 1988, effective November
10, 1988, applicable to any proceeding| in which
there has not yet been a final determination by
the Secretary (as defined for purposes of judicial
review) as of November 10, 1988:

Added “(inciuding failure to provide active

Medicai Assistance Programa (Medicaid)

7289-3

strophic Coverage Act of 1988 " effective as pro.
vided by section 4214 of this Act at § 17,798DD,
redeszgnated section 1919 as section 1922, in-

serted it after section 1921, and added new sec.

tion 1919 after section 1918,

1986 Amendments:

Section 1919 was added by section 9516(a) of

" treatment)”after “residents” in subsection (a),

Added “
after “health and safety of” in subsection (cX5).

Substituted “by January 1, 1990" for
years after the effective date of final regulations
implementing this section” in subsection|(f).

1987 Amendments:

Section 4211(3)(2) and (3) of the ‘{Omnibus
" Budget Reconciliation Act of 1987,
by section 411(IX6XE) of the * OBRA Techmcai
Corrections” subtitle of the “Medicare Cata-

the ' Consohslated Omnibus Budget Reconciliation
, and to provide active treatment for,” Act of 1985,” effective April 7, 1986. \
History: a
‘within3 .
~ Sec. 9516(a) of the “Consolidated Omnibus
Budget Reconciliation Act of 1985 (P.L. 99-272),
as amended by sec. 4211(aX2) and (3) of the
- “Omnibus Budget Reconciliation Act ‘of 1987
(P.L. 100-203), sec. 411{(IX6XE) of the “Medicare
Catastrophic Coverage Act of 1988" (P.L.
100-360), sec. 8433 of the “Technical and Miscel-
“{aneous Revenue Act of 1988" (P L. 100-647),

as corrected

[917.409] ADJUSTMENT IN PAYMENT FOR INPATIENT -
HOSPITAL SERVICES FURNISHED BY DISPROPORTIONATE SHARE HOS-
PITALS.
(42 U.s.c. § 1396r-4]

- amendment under this subsection

Medicare and Medicaid Guide

—

Sec. 1923. (a) IMPLEMENTATION OF REQUIREMENT.—

(1) A State plan under this|title shail not be considered to: meet the requirement of
section 1902(aX 13XA) (insofar as it requires payments to hospitals to take into account the
situation of hospitals which sewe a disproportionate number of low income patients with
special needs), as of July 1, 195!82 unless the State has submitted to the Secretary, by not
later than such date, an amendment to such plan that—

(A) specifically defines the hospitals so described (and ‘includes in such definition
- any disproportionate share hospital descnbed in subsecuon (bX1) which meets the
requirements of subsection (d)), and*

(B) provides, effective for mpauent hospital services provxded not later than July
1, 1988, for an appropriate mcrease in the rate or amount of payment for such services
prowded by such hospitals, consistent with subsection (c).

(2X(A) In order to be considered to have met such requirement of section
1902(a)13XA) as of July 1, 1989/ the State must submit to the Secretary by not later than
April 1, 1989, the State plan a'mendment described in paragraph (1), consistent with
subsection (c), effective for inpatient hospital services provided on or after July 1, 1989.

(B) In order to be considered to have met such requirement of section 1902(aX13XA) as
of July 1, 1990, the State must submit to the Secretary by not later than April 1, 1990, the -
State plan amendment described lnn paragraph (1), consistent with subsecnons (c) and (), .
effective for inpatient services provided on or after July 1, 1990.

(C) I a State plan under this|title provides for payments for inpatient hospital services
on a prospective basis (whether per . diem, per case, or otherwise), in order for the plan to be
considered to have met such reqmrement of section 1902(a)(13XA) as of July 1, 1989, the
State must submit to the Secretary by not later than April 1, 1989, a State plan amendment
that provides, in the case of hospmb defined by the State as disproportionate share
hospitals under paragraph (l)(A), for an outlier adjustment in payment amounts for
medically necessary inpatient hospital services provided on or after July 1, 1989, involving
exceptionally high costs or exceptionally long lengths of stay for mdmduals under one year
of age.

(3) The Secretary shall, not

later than 90 days after the date a State submits an
review each such amendment for compliance with such
requirement and by such date shall approve or disapprove each such amendment. If the

§1923(a) 117,409




7289-4 : Social Security Act 771 10-21.93

-

Secretary disapproves such an amendment, the State shall immediately submit a revised
amendment which meets such requirement.

(4) The requirement of this subsection may not be waived under section 1915(bX4).

1993 Amendments:

411(kX6) of the “OBRA Technical Corrections”

Section 13621(aX1XA) of the “Omnibus Budget subtitle of the “Medicare Catastrophic Coverage
Reconciliation Act of 1993, effective as provided ~ Act of 1988, and section 608(dX15XC) (OBRA
in section 13621(3)(2) of these Arnendmems at 1987 technical corrections subsection) of the
117810, deleted” “requirement” in subsectién “Family Support Act of 1988,” effective Decem.

(aX 1 ¥A) and substituted “requirements”.
1991 Amendments:

ber 22, 1987, added section 1923(a).”

Section 3(b)(2)(A)i) of the ‘‘Medicaid History:
Voluntary Contribution and Provider-Specific _ )
Tax Amendments of 1991, effective as rowded Sec. 4112 of the “Omnibus Budget Reconcilia-
-in section 3(e) of these Amendments at {17806, tion Act of 1987 (P.L. 100-203), as amended by
substituted *‘subsections (c) and ()," for “‘subset-  ecs 302(bX2) and 411(kX6) of the “Medicare

tion (¢),” in subsec;:on (a)}2XB).
1988 Amendments:

Catastrophic Coverage Act of 1988" (P.L/
100-360), sec. 608(dX15XC) (OBRA 1987 techni.

Section 302(b)2) of the “‘Medicare Cata- cal corrections subsection) of the “Family Support
strophic Coverage Act of 1988, effective July 1,  Act of 1988” (P L. 100485), and sec. IMY2XAXEY

1988, added new subparagraph (C) to subsection

(aX2).
1987 Amendments:

Section 4112 of the ‘Ommbus Budget Reconci

of the "“Medicaid Voluntary Contribution and
Provider-Specific Tax Amendments of 1991"
(P.L. 102-234), sec. 13621(aX1XA) of the “Omni-
_bus Budget Reconciliation Act of 1993” (P.L.

=
0

iation Act of 1987, as corrected by section 103-66).

[¥17,410)  [Hospitals Deemed| Diapmporﬁonaté Share]

(42 U.S.C. § 13961-4]
Sec. 1923, (b) HosprraLs DEEMED DISPROPORTIONATE SHARE.~

(1) For purposes of subsection (a)(l) a hospital which meets the reqmrements of
subsection (d) is deemed tobe a dxspropomonate share hospital if-—

(A) the hospital's medicaid mpanem utilization rate (as defined in paragraph (2))
is at least one standard deviation above the mean medicaid inpatient uulnzanon rate
for hospitals receiving medicaid payments in the State; or

{B) the hospital’s low-mcome utilization rate (as defined in paragraph (3)) exceeds

25 percent.

(2) For purposes of paragraph (1)(A), the term “medicaid inpatient utilization rate”
means, for a hospital, a fraction (expressed as a percentage), the numerator of which is the
hospital's number of inpatient days atmbutable to patients who (for such days) were
eligible for medical assistance under a State plan approved under this title in a period, and
the denominator of which is the total number of the hospital’s inpatient days in that period.
In this paragraph, the term “inpatient day” includes each day in which an individual
(including a newborn) is an inpatient in| the hospital, whether or not the individual is in a
specialized ward and whether or not the individual remains in the hospital for lack of

suitable placement elsewhere.

(3) For purposes of paragraph (1)}B), the term “Iow-mcome utilization rate” means, for

a hospital, the sum of—

(A) the fraction (expressed as a percemage)—— .

(i) the numerator of which is the sum (for a period) of (I) the total revenues
, paid the hospital for patient services under a State plan under this title and (II)
. the amount of the cash subsidies for patient services received directly from State

and local governments, and

A

(ii) the denominator of which is the total amount of revenues of the hospital

and

117,410 §1923(b)

J

for patient’ services (including ithe amount of such cash subsidies) in the period;

©1993, Commerce Clearing Houss, Inc.
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. (B) a fraction (expressed as a percentage)}—

(i) the num{:rator of which is the total amount of the hospital's charge for
inpatient hospnal services which are attributable to charity care in a period less
the portion of any cash subsidies described in clause (iXII) of subparagraph (A) in
the period reasonably attributable to inpatient hospital services, and

(i) the denaminator of which is the total amount of the hospital's charges for
inpatient hospital services in the hospital in the period.

The numerator under subparazraph (BXi) shall not include contractual allowances and
discounts (other than for mdlgem patients not eligible for medical assistance under a State
plan approved under this title), .

(4) The Secretary may not restrict a State's authority ‘to desxgnate hospitals as
disproportionate share hospitals under this section. The previous sentence shall not be
construed to affect the authomy of the Secretary to reduce payments pursuant to section
1903(w)(1XAXGiii) if the Secretary determines that, as a result of such designations, there is
in effect a hold harmless provision described in section 1903(wX4).

411(kX6) of the “OBRA Technical Corrections” .

Section 13621(aX1XB) of the “Ommbus Budget
Reconciliation Act of 1993,” effective as provided
in section 13621(aX2) of these |]Amendments at
117810, deleted ‘“requirement;’ in subsection
(bX1) and substituted “requirements’’.

1991 Amendments:

Section 3(c) of the "Medicaid Volumary Contri-
bution and Provider-Specific Tax Amendments of
1991," effective as provided in section 3(e) of
these Amendments at { 17,806, added new para-
graph (4).

1990 Amendments:

Section 4702 of the “Omnibus Budget Reconcii-
jation Act of 1990," effective July 1, 1990, added
the sentence beginning *In this paragraph, the
term 'inpatient day' inciudes . .|.” to the end of
paragraph (2). .

1987 Amendments:

Section 4112 of the “Omnibus Budget Reconcil-
iation Act of 1987, as corrected by section

subtitle of the “Medicare Catastrophic Coverage

- Act of 1988" and section 608(dX 26X D) (technical

corrections subsection) of the “Family Support
Act of 1988, effective December 22, 1987, added
section 1923(b).

History:

Sec. 4112 of the “Omnibus Bﬁdget Reconcilia-
tion Act of 1987 (P.L. 100-203), as amended by

- sec. 411(k)X6) of the "Medicare Catastrophic Cov-

erage Act of 1988 (P.L. 100.360), sec.
608(dX26XD) of the “Family Support Act of
1988" (P.L. 100-485), sec. 4702 of the “Omnibus
Budget Reconciliation Act of 1990" (P.L.
101-508), and sec. 3(c¢) of the ‘‘Medicaid
Voluntary Contribution and Provider-Specific
Tax Amendments of 1991" (P.L. 102:234), sec.

' 13621(aXl)(B) of the “Omnibus Budget Reconcili-

ation Act of 1993" (P.L. 103-66).

consistent with this subsecuon
either—

Medicare and Medicaid Guide -

\ {Payment Adjustment]

[42 U.S.C. § 1396r-4]

Sec. 1923. (c) PAYMENT /ADJUSTMENT.—Subject to subsections (f) and (g) in order to be
a payment adjustment for a disproportionate share hospital must

[917,411]

(1) be in an amount| equal to at least the product of (A) the amount paid under the
State plan to the hospital for operating costs for inpatient hospital services (of the kind
described in section 1886(3)(4)), and (B) the hospital's disproportionate share adjustment
percentage (established under section 1886(dXSXFXiv));

(2) provide for a mlmmum specified additional payment amount (or increased percent-
age payment) and (without regard to whether the hospital is.described in subparagraph (A)
or (B) of subsection (b)i1)) for an increase in such a payment amount (or percentage
payment) in proportion to the percentage by which the hospital's medicaid utilization rate
(as defined in subsection [(bX2)) exceeds one standard deviation above the mean medicaid
inpatient utilization rate for hospitals receiving medicaid payments in the State or the
hospital’s low-income utilization rate (as defined in paragraph (b)3)); or

(3) provide for a minimum specified additional payment amount (or increased percent-
age payment) that varies according to type of hospital under a methodology that—

i ~  [The next page is 7289-7.]

§1923(c) 717,411
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(A}kappiies equally to ail hospitals of each type; and

(B) resuits in an ad)ustmem for each type of hospital that is reasonably related to
the costs, volume, or propomon of services provided to patients eligible for medical
assistance under a State plan approved under this title or to low-income patients.

except that, for purposes of paragraphs (1XB) and (2XA) of subsection (a), the payment
- adjustment for a d:sproporuonate share hospital is consistent with this subsection if the
appropriate increase in the rate orjamount of payment is equal to at least one-third of the
increase otherwise applicable under this subsection (in the case of such paragraph (1)(B)) and at
least two-thirds of such increase (in the case of such paragraph (2XA)) In the case of a hospital
described in subsection (dX2XAXi) (re ating to children’s hospitals), in computing the hospital’s
d:spropomonate share ad]ustment percemage for purposes of paragraph (1XB) of this subsec-
tion, the disproporticnate patient percentage (defined in section 1886(d}5)F)(vi)) shall be
computed by substituting for the fracuon described in subclause (I) of such section the fraction
described in subciause (II) of that secuon If a State elects in a State plan amendment under
subsection (a) to provide the paymegxt adjustment described in paragraph (2), the State must
include in the amendment a detailed description of the specific methodology to be used in
determining the specified additional payment amount (or increased percentage payment) to be
made to each hospital qualifying for such a payment adjustment and must publish at least
annually the name of each hospital qualifying for such a payment adjustment and the amount of
such payment adjustment made for each such hospital. -

1993 Amendments:

Section 13621(bX2XA} of the "Omnibus Budget
Reconciliation Act of 1993, effective as|provided -
in. section 13621(bX3) of these Amendménts at
1 17 810, deleted “subsection ()" and subsmu:ed
“subsections (f) and (g)” at the beginning of sub-
section (c).

1991 Amendments:
Section 3(bX2)A)ii) of the ‘Wed;cald

Deleted “or” from the end of paragraph (1).
Added *or"” to the end of paragraph (2).
Added new paragraph (3).

1987 Amendments:

Section 4112 of the “Omnibus Budget Reconcil-
iation Act of 1987," as corrected by section
411(kX6XA) of the “OBRA Technical Correc-

Voluntary Contribution and P‘rovxderI -Specific
Tax Amendments of 1991, effective as provided
in section 3(e) of these Amendments at 717,806,

substituted “Subject to subsection (f), in order”

for “In order’* at the beginning of subsection (c).
1990 Amendments:

Section 4703(c) of the “Omnibus Budget Recon-
ciliation Act of 1990,” effective as if mciuded in
the enactment of section 412(aX2) of the “Omni-
bus Budgzet Reconciliation Act of 1987, |inserted

“or the hospital’s low-tncome utilization [rate (as
defined in paragraph (bX3))" after “State’ in
paragraph (2), -

Section 4703(a) of the “Omnibus Budget Recon-
ciliation Act of 1990, effective as if included in
the enactment of section 412(aX2) of the *Omni-
bus Budget Reconciliation Act of 1987:"

1 11.412]

tions” subtitle of the ‘“Medicare Catastrophic
Coverage Act of 1988 and sections 608(dX26XA)
and (E) (technical corrections subsection) of the

“Family Support Act of 1988," effective Decem-
ber 22, 1987 added section l923(c)

Hmoqr

Sec. 4112 of the “Omnibus Budget Reconcilia-
tion Act of 1987" (P.L. 100-203), as amended by
sec. 411(kX6XA) of the “Medicare Catastrophic
Coverage Act of 1988” (P.L. 100-360) and secs. -
608(dX26XA) and (E) of the “Family Support Act
of 1988"” (P.L. 100485), sec. 4703(a) and (¢) of
the “Omnibus Budget Reconciliation Act of 1990”
(P.L. 101-508), and sec. 3(bX2XAXii) of the

“"Medicaid Voluntary Contribution and Provider.

Specific Tax Amendments of 1991 (P.L.
102-234), sec. 13621(bX2XA) of the “Omnibus.
Budget Reconciliation Act of 1993" (P.L. 103-66).

[Requirement to Quahfy as D:epropomonate Share Hospital]

[42 U.S.C. § 1396r-4]
Sec. 1923. (d) REQUIREMENTS TO QUALIFY AS DISPROPORTIONATE SHARE: HOSPITAL.—

(1) Except as provided in paragraph (2), no hospital may be defined or deemed as a
dxspropomonate share hospital under a State plan under this title or under subsection (b) of
this section unless the hospital has at least 2 obstetricians who have staff privileges at the
hospital and who have agreed to provxde obstetric services to individuals who are entitled to
medical assistance for such services under such State plan.

Medicare and Medicaid Guide
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(i) the inpatients of which are|{predominantly individuals under 18 years of age; or

(ii) which does not offer nonemergency obstetric servxces to the generai populauon
as of the date of the enactment of this Act. i

(B) In the case of a hosoxtal located in a rural area (as defined for purposes of section
1886. in paragraph (1) the term “obstemcmn includes any physician with staif prwxieges
at the hespital to perform nonemergency abstetric procedures.

t3) No hospital may be defined or ceemed as a disproportionate-share hospital under a
State plan under this title or under subsection (b) or (e) of this section unless the hospital
has a medicaid inpatient utilization rate (as defined in subsection (bX2)) of not less than 1

percent.
1993 Amendments:

Section 13621(aX1XC) of the “Ornmbus Budget
Reconciliation Act of 1993,” effective as prowded
in section 13621(aX2) of these Amendments at
117 810, deleted “REQUIREMENT" in the headmg
to subsection (d) and substituted ‘‘REQUIRE.
MENTS".

Section 13621(3)(1)(13) of the “Ommbus
Budget Reconciliation Act of 1993,”
provided in section 13621(aX2) of these Amend~
ments at 717 810, inserted new paragraph (3) at
the end of subsection (d).

198? Amendments: .

Section 4112 of the “Omnibus Budget Reconcil-
iation Act of 1987, as corrected by section

1

117,412 §1923(d)

effective as;

1993" (P.L. 103-66).

/
411(kX6)(B) of the “OBRA Technical Correc-
tions” subtitle of the ““Medicare Catastrophic
Coverage Act of 1988" and section 608(dX26XF)
(technical corrections subsection) of the “Family
Support Act of 1988,” effective December 22,
1987, added section 1923(d).

History:

Sec. 4112 of the “Omnibus Budget Reconcilia-

_tion Act of 1987 (P.L. 100-203), as amended by

sec. 41HkN6XB) of the "Medicare Catastrophic
Coverage Act of 1988"” (P.L. 100-360). and sec. -
608(dW26XF) of the “Family Support Act of
1988” (P.L. 100485), sec. 13621{(a}1XC) and (D)
of the “Omnibus Budget Reconciliation Act of

i

61993. Commerce Clearing House, Inc.
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[Speciai Rule]

|
[42 U.S.C. § 1396r-4]

" Sec. 1923. (e) SPECIAL RULE.—(1) A|State plan shall be considered to meet the requirement
of section 1902(aX 13X A) (insofar as it requ:res payments to hosp;tals to take into account the
situation of hospitals which serve a dxsproporuonate number of low income patients with special
needs) without regard to the requxremem of subsection {a) if {(AXi) the plan provided for
' payment adjustmems based on a poelmg arrangement involving a majority of the hospitals
participating under the plan for dxsproportxonate share hospitals as of January 1, 1984, or (ii) the
plan as of January 1, 1987, provided for payment adjustments based on a statewide pooling
arrangement mvoivmg all acute care hospltals and the arrangement provldes for reimbursement
of the total amount of uncompensated | care provided by each participating hospital, (B) the
aggregate amount of the payment adjustments under the plan for such hospitals is not less than
the aggregate amount of such adjustmems otherwise required to be made under such subsection,
and (C) the plan meets the requirement of subsection (dX3) and such payment adjustments are

[117.413]

made consistent with the last sentence of subsection (¢).

(2) In the case of a State that used a health insuring organization before January 1, 1986, to
administer a portion of its plan on a state-wide basis, beginning on July 1, 1988—

(A) the requirements of subsections (b} and (c¢) (other than the last sentence of
subsection (c)) shall not apply if the aggregate amount of the payment adjustments under
the pian for disproportionate share hospitals (as defined under the State plan) is not less
than the aggregate amount of payment ad;ustmems otherwise required to be made if such

subsections applied,

(B) subsection (dX2XB) shall apply to hospitals located in urban areas, as well as in

rural areas,
. {C) subsection (dX3) shall apply, and
(D) subsection (g) shall apply.

1993 Amendments:

Section 13621(aX1XE) of the “Omnibus Budget
Reconciliation Act of 1993, effective as provided
in section 13621(aX2) of these Amendments at
17810, in subsection (eX1):

Deleted ‘and” before “(B)".

Inserted before the period at the end * and )
the plan meets the requirement of subsecuon
(dX3) and such payment adjustments a.re made
consistent with the last sentence of subsection
(c)"

Section 13621(aX1XF) of the “Omnibus’ Budget
‘Reconciliation Act of 1993, effective as prov;ded

in section 13621(aX2) of these Amendmems at
117,810, in subsection (eX2):

Inserted “(other than the last sentence|of sub- -

section (¢))” after “(c)” in subparagraph (A).
Deleted “and” at the end of subparagraph (A).

Deleted the period at the end of subparagraph
-(B) and inserted “, and". v
Added at the end new subparagraph (C)
Section 13621{bX2XB) of the “Omnibus Budget

Reconciliation Act of 1993, effective as provided
in section 13621(bX3) of these- Amendments at

{1 17810, in subsection (eX2) (as amended by sub-

section (A} 1XF)): )
Deleted “and” at the end of subparagraph (B).
Deleted the period at the end of subparagraph

(C) and inserted “, and”.

Medicare and Medicaid Guide
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Added at the end new subparagraph (D).
1990 Amendments:

Prior to amendment by section 4703(b) of .the
“Omnibus Budget Reconciliation Act of 1990,
effective as if included in the enactment of section
412(aX2) of the “Omnibus Budget Reconciliation
Act of 1987, the introductory matter in para-
graph (2) read as follows:

~ *(2) In the casé of a State that used a health
insuring organization before January 1, 1386, to

-administer a portion of its plan on a state-wide

basis, during the 3-year period beginning on July
1, 1988—"

1989 Amendments:

Section 6411(c) of the “Omnibus Budget Recon-
iiglisagt.ion Act of 1989, effective December 19,

Added “(AXi)" after “without regard to the
requirement of subsection (a) if”".

Added “or (ii) the plan as of January |, 1987,
provided for payment adjustments ... provided
by each participating hospital, and (B)” after
“January 1, 1984, in subsection (eX1).

1987 Amendments:

Section 4112 of the “Omnibus Budget Reconcil-
iation Act of 1987, as corrected by section
411(kX6) of the "OBRA Technical Corrections”
subtitle of the “Medicare Catastrophic Coverage
Act of 1988 and section 608(dX26)C) (technical
corrections subsection) of the “Family Support

§1923(e) 917,413
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Act of 1988." effective Decemper 22, 1987 added  1588" (P.L. 100-485), sec. 6411(c) of the “Omni.

section 1923(e).
History:

bus Budget Reconciiiation Act of 1989 (P.L.
101-239), sec. 4703(b) of the “Omnibus Budget
Reconciliation Act of 1990 (P.L. 101.508), secs.

Sec. 4112 of the “Omnibus Budget Reconcilia-  13621(aX1XE) and (F) and 13621(bX2XB) of the
tion Act of 1987 (P.L. 100-203), as amended by “Omnibus Budget Reconcmatmn Act of 1993"
sec. 411(kX6) of the''Medicare Catastrophic Cov- (P.L.103-66)

erage Act of 1988”
608(d¥26XC) of the *

[117.413A]

(P.L. 100-360) and sec. :
‘Family Support Act of . ) )

[Restrictions on Aggregate Payment Adjustments]

' [42U.S.C. §1396r-4]

Sec. 1923. (f) DENIAL OF FEDERAL FINANCIAL PARTICIPATION FOR PAYMENTS IN EXCESS OF

CERTAIN LIMITS.—

"~ (1) IN GENERAL.—

K

(A) APPLICATION OF STATE-SPECIFIC LIMITS.—Except as provided in subparagraph
(D), payment under section 1903(a) shall not be made with respect to any payment
adjustment made under this section for hospitals in a State (as defined in paragraph

(4XB)) for quarters—

(i) in fiscal year 1992 (beginning on or after January 1, 1992?, uniessm—

(I) the payment adjustments are made—
(a) in accordance wnh the State plan in effect or amendments submitted

to the Secretary by September 30, 1991,

{b) in accordance thh the State pian in effect or amendments submitted

to the Secretary by November 26, 1991, or modification thereof, if the -
amendment designates only dlsproporuonate share hospitals'with a medicaid
or low-income utilization percentage at or above the Statewide arithmetic
mean, or

(c) in accordance WIth a payment methodology which was established
and in effect as of September 30, 1991, or in accordance with legislation or
regulations enacted or adopted as of such date; or

(II) the payment ad;ustment.s are the minimum adjustments reqmred in
order to meet the requirements of subsection (cX1); or

(ii) in a subsequent fisca| year, to the extent that the total of such payment
adjustments exceeds the State disproportionate share hospnal (in this subsecuon,
referred to as ‘DSH’) allotment for the year (as specified in paragraph (2)). ‘

(B) NATIONAL DSH PAYMENT LIMIT. —The national DSH payment limit for a fiscal
year is equal t6 12 percent of the total amount of expendnares under State plans unoer
this title for medical assistance during the fiscal year.

(C) PUBLICATION OF STATE DSH ALLOTMENTS AND NATIONAL DSH PAYMENT LIMIT.—
Before the beginning of each fiscal year (beginning with fiscal year 1993), the Secrezary
shall, consistent with section 1903(d) estimate and publish—

(i) the national DSH payment limit for the fiscal year, and
(ii) the State DSH allotment for each State for the year,

(D) CONDITIONAL EXCEPTION FOR CERTAIN STATES. —Subject to subparagraph (E),
beginning with payments for quarters beginning on or after January 1, 1996, and at
the option of a State, subparagraph (A) shall not apply in the case of a State which
defines a hospital as a dtsproport:onate share hospital under subsection (a)1) only if
the hospital meets any of the fol]m}nng requirements:

- (i) The hospital’s medicaid inpatient utilization rate (as defined in subsection
(b)(Z)) is at or above the mean medicaid inpatient utilization rate for all hospitals
in the State.

(ii) The hospital’s low-mcome uuhzauon rate (as defined in subsection (b)3))
is at-or above the mean low-income utilization rate for all hospitals in the State.

1[ 17 413A § 1923“) ©1993, Commerce Clearing House, Inc.
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{111) The number of mpauem days of the hospuai attributable to patients who
{for such days) were e 1gxbl for medical assistancé under the State plan is equal to
at least 1 percent of the total number of such days for all hospitals in the State.

(iv) The hospital meets such aiternative requirements as the Secretary may
establish by regulation, Lakmg into account the special circumstances of children’s
hospitals, hospitals located in rural areas, and sole community hospitals.

. (E) CONDITION FOR OPTION.—The option specified in subparagraph (D) shall not
apply for payments for a quarter beginning before the date of enactment of legislation
establishing a limit on payment adjustments under this section which wouid apply in

N the case of a state exercising such option.

(2) DETERMINATION OF STATE DSH ALLOTMENTS.—

(A) IN GENERAL.—Subject to subparagraph (B), the State DSH allotment for a
fiscal year is equal to the State 'DSH allotment for the previous fiscal year (or, for fiscal
year 1993, the State base allotment as defined in paragraph (4XC)), increased by—

(i) the State growth factor (as defined in paragraph (4XE)) for the fiscal year,

and
bl .
(ii) the State supplemental amount for the fiscal year (as determined under
paragraph (3)). .
(B) EXCEPTIONS.—

(i) LiMIT TO |2 PERCENT OR BASE ALLOTMENT.—A State DSH allotment under
subparagraph (A) for a fiscal year shall not exceed 12 percent of the total amount
of expenditures under the State plan for medical assistance during the fiscal year,
except that, in the case of : a high DSH State (as defined in paragraph (4XA)), the
State DSH allotment shall equal the State based allotment.

(ii) EXCEPTION FOR MINIMUM REQUIRED ADJUSTMENT.—No State DSH allot-
ment shall be less than the;minimum amount of payment adjustmems the State is
- required to make in the fiscal year to meet the requirements of subsection (cX1).

(3) STATE SUPPLEMENTAL AMOUNTS.—The Secretary shall determine a supplemental
amount for each State that isnot a high DSH State for a fiscal year as follows:

(A) DETERMINATION OF REDISTRIBUTION POOL.—The Secretary shall subtract from
the national DSH payment limit (specrfxed in paragraph (1XB)) for the fiscal year the
following:

(i) the total of the State base ailetments for hlgh DSH States;

"(ii) the total of State DSH allotments for the previous fiscal year (or in the
case of fiscal year 1993, the total of State base all otments) for all States other than
high DSH States;

(iii} the total of the State growth amounts for all States other than high DSH
States for the fiscal years; and : .

(iv) the total additions w State DSH allotments the Secretary estimates wzli‘

be attributable to paragraph (2XBXii).
(B) DISTRIBUTION OF POOL BASED ON TOTAL MEDICAID EXPENDITURES FOR MEDICAL

ASSISTANCE.—The supplementalj amount for a State for a fiscal year is equal to the

lesser of—

(i) the product of the|amount determined under subparagraph (A} and the
ratio of—

(1) the toml amount of expenditures made under the State plan under
this title for medical assistance during the ﬁscal year, 10

(II) the total amount of expenditures made under the State plans under
this title for medical assxstance during the fiscal year for all States which are
not high DSH States irf the fiscal year, or

(ii) the amount that would raise the State DSH aliotment to the maximum
permitted undcr paragraph (2)(8)

e
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" (4) DEFINTIONS.—In this subsection:
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(A) HIGH DSH STATE.—The term “high DSH State” means, for a fiscal year, a State
for which the State base allctment exceeds 12 percent of the total amount of expendi-
tures made under the State plan under this title for medical assistance during the fiscal

year.

(B) STATE.—The term “State” means only .the 30 States and the District of
Columbia but does not include|any State whose entire program under this title is
operated under a waiver grantedjunder section 11135,

(C) STATE BASE ALLOTMENT.—The term “State base allotment’ means. with

respect to a State, the greater of—
(i) the total amount

of payment adjustments made under subsection (c)

under the State plan during fiscal year 1992 (excluding any such payment
adjustments for which a reduction may be made under paragraph (1XAXi)), or

(ii) $1,000,000.

The amount under clause (i) shall be determined by the Secretary and shall mclude
only payment adjustments descr}bed in paragraph (IXAXiXD).

(D) STATE GROWTH AMOUNT.—The term “‘State growth amount” means, with
respect to a State for a fiscal year, the lesser of —

(i) the product of the State growth factor and the State DSH payment limit
for the-previous fiscal year, ;or

(i1} the amount by wpich 12 percent of the total amount of expenditures
made under the State plan under this title for medical assistance during the fiscal
year exceeds the State DSHiallotment for the previous fiscal year.

(E) STATE GROWTH FACTOR.—The term ‘‘State growth factor” me'ans. for a State
for a fiscal year, the percentage lby which the expenditures described in section 1903(a)
in the State in the fiscal year exceed such expenditures in the previous fiscal year.

1991 Amendments:

Subsection (f) was added by-section 3(bX1) of

History: .
Sec. 3(bX1) of the *Medicaid Voluntary Contri-

the “Medicaid - Voluntary Contribution and Pro-  bution and Provider-Speciiic Tax Amendments of
vider-Specific Tax Amendments of 1991, effec- 1991” (P.L. 102-234).

tive as provided in section 3(e) of ihese

Amendments at § 17 806.
[f17.413B]

{

[Limitations on Pajrmem Adjustments]
[42 U s.C. § 1396r-4]

. Sec. 1923, (g) Lmrr ON AMOUNT OF PAYMENT TO HOSPITAL. — -
~ (1) AMOUNT OF ADJUSTMENT SUBJECT TO UNCOMPENSATED COSTS.—

(A) IN GENERAL—A payment adjustment during a fiscal year shall not be
considered, to be consistent with|subsection (c) with respect to'a hospital if the payment
ad}ustment exceeds the costs incurred during the ‘year of furnishing hospital services
(as determined by the Secretary and net of payments under this title, other than under
this section, and by uninsured pauents) by the hospital to individuals who either are
eligible for medical assistance under the State plan or have no health insurance (or
other source of third party coverage) for services provided during the year. For
purposes of the preceding semence, payments made to a hospital for services provided
to indigent patients made by a State or a unit of local government within a State shall
not be considered to be a source Iof third party payment.

. {B) LiMIT TO PUBLIC aosrrm..s DURING TRANSITION PERIOD.—With respect to

payment adjustments during a State fiscal year that begins before January 1, 1995,
subparagraph (A) shall apply only to hospitals owned or operated by a State (or by an

o

instrumentality or a unit of gov]emmem within a State).
(C) MODIFICATIONS FOR PRIVATE HOSPITALS.—With respect to hospitals that are not'

owned or operated by a State (or by an instrumentality or a unit of government within
a State), the Secretary may make such modifications to the manner in which the

limitation on payment adjust

considers appropriate.

117,413B §1923(g)

ments is applied to such hospitais as the Secretary
©1993, Commarce Clearing House, Inc.
. L Y
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MEMORANDUM

—erm & Yo
TO: Jack Ebeler
' 3400 bl
FROM: National Assocxauon of Public ]{ospxtals o :
National Association of Children’s Hospitals
DATE: November 21, 1995

RE: Medicaid and Medicare Budgetln Proposais

As President Clinton prepares to respoxlxd to the reconciliation bill approved by Congress, and
to develop alternatives, the National Assocmnon of Public Hospitals (NAPH) and the National
Association of Children’s Hospitals (NACH) are concerned about the need to provide strong
protections for America’s metropolitan area safety net health systems. NAPH and NACH continue to
be deeply concerned about the impact of sxgmﬁcant Medicaid reductions on safety net providers and
the patients and communities they serve. Wh:le we agree that the rate of future increase in the
Medicaid program can be restrained, we behe\lre there is potential for any significant savings o cut
too deeply and damage the infrastructure of our nation’s health system in many metropolitan areas.
(See attached New England Journal editorial fiom last week.)

Thank you again for meeting with us thxs morning. As noted, we continue to support your
efforts to preserve current entitlements and wpsuain costs through use of per capita caps. The
purpose of this memo is to summarize the prmClpa.l additional concerns we discussed and to suggest
some ways in which those concerns can be addressed in any future comprotmse legislation,

1. Medicaid Disproportionate Share Hospital Payments

ent of Current Level of DSH Pavmen

~ There has been much publicity over the last several years surrounding certain states which

have spent DSH funds for purposes unrelated) to-subsidizing the cost of serving the uninsured and
other low income populations. While a number of states have minimal DSH programs, others have

come to rely on federal DSH revenues to fund up to half of their entire Medicaid program. These
states have been abetted by a provision in current law that permits states to designate as
“disproportionate” any hospital with at least one percent Medicaid utilization. As a result of such
abuses, NAPH and NACH agree that savmgs could be achieved by reducing the level of current
federal DSH spending.

However, as the President himself has indicated, this step cannot be taken thhout harming
the highest volume safety net hospitals unlms the remaining DSH funds are targeted on such
providers. Simply reducing DSH funding for all states across the board will not achieve this essential
goal of targeting the remaining DSH funds. {Some "high DSH" states HAVE in fact allocated most of
their DSH funds to hospitals meeting federal/ statutory DSH standards (see B below). Any arbitrary
across-the-board reduction in DSH would thus seriously disadvantage safety net providers in those
states, which include California, Colorado, Georgia, Florida and Texas, among others.

m NATIONAL ASSOCIATION OF PUBLIC HOSPITALS w1212 NEW YORK AVENUE, NW 8SUITE 800 8WASH, DC 20005 # (202) 4050223 RFAX (202) 4080235
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It is our understanding that the Admmstrauon has considered adopting an approach that
would simply cut DSH payments by 33% across the board for all states. While this approach may
appear to be a simple way to achieve ngmﬁcant savings, for the reasons noted above, NAPH and
NACH are strongly opposed to'it. We recogmlze the political problems involved with attempting to
reduce only those DSH payments that are bemg spent inappropriately, There is great potential for . -
damage to safety net hospitals, however, in any proposal that involves across-the-board cuts,

The Stenholm-Sabo substitute on the House floor reduced DSH ﬁmdmg but targeted
remaining revenues, - DSH funds could be removed from the base and remaining funds targeted on
the highest volume providers of care to the poor NAPH and NACH support this approach Another
alternative that could avoid at least some of the political problems would be to permit states to choose
between a flat 33% reduction in DSH fundingjor 100% of the federal share of all DSH payments to
hospitals that meet the definition of “high volume provider (see below), If additional savings are
needed, states held harmless by the latter optmn could be brought to the 33% level in years 4-7 of the
budget deal, providing them with an opportunity to plan an orderly transition. Under either
alternative, states should be required to target|remaining funds on high volume DSH providers.

B. Criteria for Identifying DSH Providers for Targering

Current law includes criteria at Sectioln 1923(b)(1) for defining those DSH hospitals which we
believe the states should be required to support. This criteria could also be used in measuring the
proportion of federal funds to be targeted. Thxs approach, which was included in Stenholm-Sabo
substitute, adopts (with minor changes) the deﬁnmou in the current Medicaid statute. It would single
out for protection and continued DSH fundmg those general acute care hospitals with a "low income
utilization factor” of at Jeast 25%, and those children’s hospitals with a "Medlcmd utxlxzatxon factor”
of at least 20%

2. Expansnon of DSH Payments to Qutpatient Care

In an earlier policy memo, the Adxmmstranon requested advice on the possibility of extending
DSH payments to cover outpatient or ambulatory care. While we would support expanding payments
to include outpatient care w current DSH prowders (as in the Stenholm-Sabo substitute), NAPH and
NACH cannot support expansion of these payments 10 additional providers in the context of a
proposed reduction in the current level of such payments.

Expansion of DSH to include additional outpatient providers is theoretically amractive, if the
pool of available funds could be expanded. |For example, the expansion of DSH to FQHCs and tural
clinics might be explored if current cost- basled FQHC payments to such providers are also folded into’
the DSH program. However, without such an expansion of DSH payments, the effect would be
simply to spread current {or reduced) DSH payments among a much btoader number of providers.
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3. Treatment of DSH Payments Under Managed Care

This has emerged as an important issue, in states which have moved aggressively to develop
Medicaid managed care programs under federal waivers. By permitting states to fold DSH payments
into premium payments, those hospitals that have continued to serve low income uninsured patients
are significantly damaged, even though the need to serve such patients (and to provide other public
health and community-wide services) continuesf after implementation of the managed care programs.
NAPH and NACH recommend that there be a requirement for a methodology to identify Medicaid
managed care days for purposes of qualifying for DSH and that DSH payments be made directly to
providers, not as part of capitated payments to/plans, The Senate proposal included such a
methodology, but the final Hill reconciliation bill does not include such a provision.

4, Repeal of 1993 OBRA caps

As the Administration observed in the| context of the recent negotiations with Los Angeles
County, the 1993 OBRA caps have resulted in serious hardship in certain instances. This has
occurred because the calculation of these caps’ excludes a number of expenses incurred by safety net
hospitals in serving uninsured patients and ptov1dmg outpatient care and community-wide public
health services. If federal DSH spending is to be reduced, and overall Medicaid spending to be
capped, there is little further policy Justxﬁcauon for continuing to impose these caps on individual
hospitals. If the goal is to give states ﬂenblhty to unpleme.nt a reduced and retargeted DSH program,
these caps should be repealed.

5.  Expansion of Managed Care: Level Playing Field for Safety Net Providers

NAPH and NACH recognize that both the Congress and the Administration wish to expand
state flexibility to use managed care. We tlu{erefore ask that certain minimal protections be adopted
for traditional safety net providers. In particular, we request that a state be required to include
managed care plans developed or offered by high volume DSH providers (as defined above) or by
networks including such providers, if the DSH provider chooses to offer such a plan, (This
requirement can be extended to FQHCs and [can include incentives, including technical assistance, to
develop such plans.)

6. - Undocumented Immigrants

It is essential that adequate federal funding continue to be provided for this p0pulauon in
those states with a significant volume of undocumented Jpatients. The reconciliation bill includes a
supplemental pool of $3.5 billion in federal [funds targeted to the 15 states with the highest number of
undocumented immigrants over the seven year period. These states would be required to use the
additional allotments to provide emergency [care services to these individuals. NAPH and NACH
support this provision; however, we would prefer to see a continuation of the current Medicaid
approach to paying for services for this population.
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7. Intergovernmental Transfers (IGTs)

The Senate-passed reconcxhauan bill included a provision prohibiting states from shifting the
burden of their state match requirements to loc’al governments without the consent of such
governments, Under the Senate bill, states ceuld not umlaterally mandate intergovernmental transfers
(IGTs). The final reconciliation bill includes flo similar provision. NAPH believes that the use of
IGTs should be restricted in the future only to those uses to which a state has put them in the past.

. 8. Level of Medicare DSH Spénding

The Congressional reconciliation bill significantly reduces the level of Medicare DSH
spending, without targeting the remaining funds on those hospitals with the greatest need. Coming on
top of the other reductions in Medicare and M'Zedxcaxd spending, these cuts--30% by FY 1999--will
significantly increase pressure on those hospnals that are the most reliant on Medicare and Medicaid
payments to treat low income patients. Medicare DSH payments should not be reduced. If some
reductions appear necessary, the very highest volume DSH hospitals should be exempted at least for
- the first 34 years of the durauon of the planned budget deal.

9. Exclusion of DSH and GME Payments from AAPCC Calculatmn

Payments for DSH and GME are eurrenﬂy included in the capltated rates paid to HMOs and
MCOs. NAPH and NACH believe that these payments should be made directly to the providers that
. incur these costs, rather than to health plans ) under both the Medicare and Medicaid programs. The

. Congressional reconciliation bill does not address this problem. .

10 Couﬁtfng Mana;ged Care Patients in Calculating Medicare,bSH

It is essential that Medicaid and low jincome Medicare patients should be counted in
calculating the Medicare DSH adjustment, even if they are enrolled in a man.age:i care plan. The
purpose of the DSH adjustment is to provxde support for the additional services often needed by low
income patients (including the uninsured). Ttme services will continue to be needed by all such
patients whether or not some of a hospital’s Ilow income patients are enrolled in a managed care plan,
The Senate proposal would have required states to specify a method by which bospitals would be able .
to identify managed care enrollees for purposes of qualifying and billing Medicare and Medicaid DSH
payments, but the approved reconciliation bill does not include the provxsmn

11. Mannged Care Standards for Access and Quahty

The Congressional reconciliation bﬂl includes few requirements for states that seek to enroll
their Medicaid populations in managed care programs. The tequlrements are strictly process-related;
if states did choose to use managed care pr'ograms, they must include in their MediGrant plans
descriptions of actuarial methodologies anrﬂ information on state standards for certifying managed care
orgauizations. NAPH a.ud NACH believe that there must be established substantive federal standards
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governing access to, and the quahty of, care provlded through managed care plans. There must be
assurances about the qualification of plans and plan sponsors, including standards addressing financial
viability, adequacy of provider networks and payment to providers, the range of services covered, and
access for vulnerable populations.

12.  Medicaid Managed Care Standards for Children’
NAPH and NACH believe certain st.andards are required to protect children in a managed

care environment. The following provisions were included in the Stenholm-Sabo substitute and' were
offered in the Senate by Senator Paul Simon: )

L] Children with special health care needs would be exempt from mandatory enrollment

' in Medicaid managed care plan. Children with special health care needs are defined
as an individual under the age, 'of 19 who is: elxgible for disability  under Title
XVI; is described in section 501(3)(1)(])) or is described in 1902(e)(3). '

L] Children, including children with special health care needs, who are enrolled
in any type of managed care plan must have access to appropriate pediatric
providers who are trained and! experienced in the care delivery for which the
child is referred. :

13.  GME Trust Fund
Finally, NAPH and NACH both support the ¢creation of the new GME trust fund included in

the Congressional budget bill, along with the House's proposed Commission for determining how
trust fund payments should be structured.
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