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. July27. 1997 

The Honorable John Tanner, M. C. 
.. House ofRepresentatives 
.1127 Longworth Building 
Washington, DC 20515 
. . 
Dear Mr. Tanner: 

. Thank you for writing to express your concern about the proposed . limitations on 
.. Disproportionate Share Hospit8.I (DSH) pa~eIits by ·theHous.e and Senate budget bills in relation 

to the stat.e of.Tennessee, ,,'" I ' . '. .' . '. : . . 
It IS l,mderstood by Congress that b'fcause ofTennesse~'s 11l5warver expansion It wIll 


riot be affected by the proposed reductions in DSH. 


. Thank you again for~p~ssi~g yoJCOriCem1 on this /leri'import'ant issue. 

..... Sincerely, 

I, .' 

.Vice President Gore 
.,.' ~ 

. , .~ 

'.,. 
,. 

'.' ' 
'','. 

.' . 
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JOHN TANNER ,COMMITTEE 
8TH DISTRICT ON 
'TENNESSEE 

WAYS AND MEANS 

Honorable Albert Gore" Jr. 
Office of the Vice' President 
Old Executive Office Building 
Washington, D.C. 20501 

Dear Mr. Vice President:, 

Tennessee, as you well kn0w, has been operating a statewide ' 
comprehensive health care program under a waiver, granted pursuant, 
to section 1115 of the Social Security Act. As a result of this 
Medi<?a~d waiver ~ T7nnessee h~s Iexpand7d coverage beyond ~~e, 
trad~t1onal Med1ca1d' categorIes to ch1ldren and other un1nsureds 
and has usedDSH funds to helPfpay for the expanded coverage. 

The provisions of the Hou?e and Senate budget bills ' 
pertaining to limitations on DSH payments use actual DSH spending 
in FY95 as the base for calculkting the new ,limitations, and then 
adjust the base in 'subsequent years. It seems clear that the 
bills were not intended to affect those funds formerly used,"for 
DSH payments that are now being used 'to fund 111S'waiver ' 
expansions. ,A floor colloquy in the' Seriate confirmed tlj.is as to 
Tennessee and Hawaii, which haa already converted virtually all 
of theirDSH funds to their ,waiver' projects by FY95 .• A copy of 
this colloquy is attached. , I, , 

I have also attached legislative language which would 
confirm that the amount of DSHI funds used to fund the.'waiver 
program will be determined by the financial provisions of the 
waiver. In this way, the DSH p!rovisions of the budget legislation 
would have no impact on the cohtimied' implementation of 
Tennessee's statewide waiver p~ogram. The DSH funds would remain 
available under the 'terms of the waiver for as long as the waiver 
program was in effect.' 

Any assistance you may be able to offer' in' conference in 
clarifying this ,matter would be appreciated. 

, , ' I 
, , Sincerely i M

Bart Gordon, M. C. 

1127 LONGWORTH BUILOING , ROOM B·7, FEDERAL BUILDING ' 2836 COLEMAN ROAD 
WASHINGTON, D,C, 20515 203 WEST CHURCH STREET JACKSON, TN 38301 MEMPHIS, TN 38128 

(202) 225·4714 UNION CITY, TN 38261 (901) 423·4848 (901) 382·3220, ' 
(901) 885·7070 

POST OFFICE BOX 629 



" " I 
CONGRESSIONAL RECORD-SENATE June 24, 1997 ': 

,~the effect, impact and cost implica­
tions of cOrI:\petitive bidding. flexible 
purchasing and inherent reasonable-. 
ness on the provision of a full range of 
effective medical products and services 
to Medicare beneficia.ries. 

Mr. President. I simply ask my col· 
league it 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 a.u­
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-service program. The committee 
recognizes that the previous twoadvi· 
sory committees did not have expliCit 

,'authority to study iss)les relating to 
reimbursement of dUrable medical 
equipment and niedical.suppl1~s. How­
ever, it is the committee~s intent that 
the Medicare, Payment Review Com­
mission will' have broad authority in' 
these and other areas regarding the re­
view of all .Medica.re reimbursement is­
sues. 

Dsa PAYMENTS 
Mr. FRIST. I would like to take a 

. moment to clarify the intended mean­
.	ing of the changes in State allotments 
(or disproportionate share hospital 
{DSHl payments as theyimpa.ct .states 
that have received waivers to adopt 
managed' ca.reprograms statewide. 
using DSH funds to help finance ex­
panded care to the uninsured. Two such' 
states a.re Tennessee. which initiated 
the TennCare program in January 1994. 
and Hawaii. which has operated the 
QUEST program since mid-I994. . 

In these cases, the States combine 
their DSH allotment and their regular 
Medicaid dollars to fund':capitation 
paynients to managed care providers 
who, are responsible tor service not 
only to eXisting Medicaid-el18ible 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 inslU'3.llce programs. Direct 
DSH payments to hospitals have been 
essentially elirillnated. because the 
hospitals and other providers receive 
pS.ylnents to cover care to the,Unin­
sured through the waiver program. ei­
ther' from managed care providers or, 
in the case ot some hospitals. !rom the 
State under supplementary pools. 

The committee's legislation provides 
. that DSH payxDents relating to serv­
ices to' persons eligible under the 
State's Medicaid plan must be made di­
rectly to hospitals after October I, 1997. 
even where the individuals entitled to 
the service are enrolled in managed 
care plans. and cannot be used to deter­
mine prepS.id capitation payments 
under the State plan that relate to 
those services. That provision does not 
by its' terms apply to States operating 
under waivers where the DSH funds are 
used to t'und a broader rangeo{servtces 
to truvmlinsured. I" would like your
confirni1.ti~n of this understanding. for 
it would be inconsistant with the 

Ten~~~re ., and' QUES.t ·'·~~~s. to 
apply the new provision to them.' , 
'. I alsol seek your concurrence that the 
adjustments to State DSH alloca.tions 
are not intended to impact on the 
funds available to these waiver States 
to opetate their programs. l'3.oth Ten­
nessee bd Hawaii nolonget' use their 
DSH aliotments for DSH payments. As 
a resul~t. CBO's estimates showed no 
impaction those States of tbe'commit­
tee's provision adjusting DSH allot­
ments il.nd payments. That'is entirely 
approprlate. for these States are sub­
ject to/Umitations 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 know them. but instead have 
develoPed more efficient means o( de­
livering health services and have ex­
tended Ithem to a broader segment of 

. the population.. , 
Can the cba1rnlin connrm my under­

standlxig of these two DSH-related 
points?, ',' 

Mr. ROTH. I am happy to confirm the 
Senatot-'s understanding on both 
points./1'here is no intention ~ alter 
the manner of distribution of funds 
under demonstration waiver programs 
as lOng) as those programs are in effect. 
Further, we do not intend any change 
In the budget andnJilance proviSions of 
these Jdemonstration waivers. where 
the DSIf funds il:re used to expandcov­
erage tb the uninsured;' " . 

J . '

AMENDMENTS NOS. W, W, AND <\$4, EN BLOC , 

Mr. DOMENICI. I have three amend­
mentslthat are going to be accepted: 
One is for Senators LIEBERMAN. 

,CHAFES, JEFFORDS. ~. BREAUX. 
WYDENi and KENNEDY. to require Medic­
aid managed care plans to provide cer­
tain comparative information to en­
rolleeel One is for Senator FEmSTEIN to 
require managed care .otg'anizationsto 
provide amiual data to enrollees re­
ga.rd.1nk nonhealth expenditures. And a 
third i8 a Craig-Bingaman amendment 
to study medical nutrition therapies by 
using I the National Academy, of 
Sciences to do that. 

I send the three amendments to the 
desk a.D.d ask that they be agreed to en 
bloc. I ..', ", 

The 'PRESIDING OFFICER. Without 
objection. it is so oi-dered. 

The Iclerk will rePO.rt the amend­
ments. " " 

The legislative clerk read as tollows: 
The Senator from New MexiCO ok. DoMEN~ 

lCI) proPoses amenclrnenta numbered 452. 453•., the Social Security Act (a.s added by section 
and 4&1! en bloc. ' , 6QOH add the following: 

The lamendments (Nos. 452. 453. I1Dd "(6) ANNuAL 1IEPORT ON NON"!lEALTH XX­' PEN'OrrtmES.-Ea.cb Medicare Choice 0~1-
454) en bloc are as follows:. '. .' utlon sba.1l at the request of the enroUee a.n­, I' AMENDlIIENT NO. w, 'nll&lly provide to enrollees a statjU:l1elIt d1s­
(Purpose: To require medlca14 managed ca.re 

pllU18l to provtde certalnoompa.ratlve Wor­
ma.t1~n to enrollees) .. '. -:". " 
At the end ot proposed section 1941(d) of 

the SoCial Secunty 'Act (as added by I!eCtion 
5701), add the following:, ' ", '. 

"(3) PRoV'LSION OF COMPA.R..U'IVR' tNFOR1d:A­
TION.-I· '.' ;." 

"(A) By STATI!:.-A State that requires lndl­
viduals' to enroll with ma.na.ged CAre ent1<.1es 
under thts part 811all annually provtde to all 
, .. 

., ~ .. 
enrollees and potcntla.l enrollees a list Iden-,r.:1
tlfylng tbe managed ca.re entities that are 
(or will be) avalla.ble a.nd . Information de­
sc'r1bed [n subparagraph (C) concerning sucb ' 
entities. Sucb Information sball be presented 
In a comparative. cbart-Ilke form. 

"(B) By ENTITY.-Upon tbe enrollment, or 

renewal of enrollment. Of an IndiVidual wltb 

a ma.naged care en tI ty under tbls part. the 

'entl ty shall provtde such Indl vtdual Wi th tbe 

Information desc.r1bed Insubparagrapb (C) 

concerning sucb entity and other entitle:! 

aVailable In tbe area. presented In a com. 

pa.ra.tlve, cbart-ilke form. , . 


"(C) REQumED INFORMATION.'-Izitormatlon 

under this subparngrnpb. with resPect to a. 

managed cire entity for a year. 8ha.lllnclude 

the following; 


"(I) BENEF1TS.-The benefits covered by the 

entity, Includt,ng- ; 


"(1) covered Items and sel'vtces beyond 

those prOVided under a tra.d1tlonal fee-fQr­
service program: ' . 


"(II) any beneficiary cost sha.r1ng; a.nd 

"(ill) any maximum limitations on out-of­

pocket expenses. ' • . " 

"(II) PR.EM:ruMS.-Tbe net month.ly pre­

mium. If any, under the entity: . 

"Oil) SERVlCR AREA.-Tbe service area. of 


the entity. ' 

"(Iv) QUALITY AND PERFORMANCE.-To the 


extent avalla.ble. qua.l!ty a.nd performa.nce 

,indicators for the benefits under the entity 

(and bow they compare to Buch:'indicators 

under tbe tradltlona.l fee-for-service pro­

grams In tbe area Involved). Including­

"(I) dlsenrollmen t t'ate8 for enrollee:! elect­

.Ing to receive benefits through the entity for 

the prevtous 2 years (excluding 

d1senrollment due to dea.th or' moving out­

side tbe service area of the entlty); , . 


"(II) In(ormatlon on enrollee satlsfa.ctlon: 

. "(!II) lniormatlon on bealth process and 

outcomes: 


"(IV) grievance procedures: 

"(V) the extent to wblcb a.n ~nrollee mILY 


select the bealth care provtder. of their 

,choice. Including bealth care provtders Witb­

in the network: of the entity and out-<>f-net­

work: healtb ca.re provtders (1C'the entity cov­

ers out-<>f-network Items and serviCes): and 


"(VI) an Indlcatlon o( enroUee'elCpoSure to 

bala.nce b1lling and tbe rest.r1ctlons on cov­

erage o( Items a.nd services provtdlid to such 


'enroUee by an out-o!-network health C8.rI:I 
provtder. , ., ;: , 

,"(v) StJP'I'LEMENTAL --BENEF1TS 0PT10NS.­

Whether the entity offers opttona.l supple­

mental benefits' and the terms and condl­

tlOIlll (1ncludlng premiums) for such cov­

erage. 


"(vt) PHYSICIAN COMPENSATION.-An overa.ll 

summary description as to the method of 

compensa. tlon or pa.rt1clpa.ting p.bya1c1s..ns. 


AMENDMENT NO. ~ 

(Pu.r'pose: To requ1remanaged care orga.n!za.. 


tl01lll to provtde &nIlua.1 data to enrollees 

rega,rding non-bea.1th expendltures) . 
At the end o( proposed sectlpxi 1852(e) of 

'closing tbe proportion of the piIlI!:mJuma a.nd 
other revenues received by tbe:drganb:ation 
that a.re expended for non~h8c1th C8.rI:I ltema 
and services. ' c. '." . 

At the end of proposed ,section l~of the 
SocIaJ. Seburity Act (as, added by sec:~on 
5701) add the following: . , ." . . 

."(h) A.mruAL REPORT ON NON-Hl!:ALTH Ex­
PEN'DITURES.-Ea.ch medlca.1d m.&nagOd care 

.ol"g'll.llization sball annually provtde to en­
rolle68 a statement dlBOl9s1..t1c' the proportion 

http:medlca.1d
http:PEN'DITURES.-Ea.ch
http:p.bya1c1s..ns
http:overa.ll
http:month.ly
http:PEN'OrrtmES.-Ea.cb
http:prepS.id
http:theyimpa.ct


· (1'." ... ·f. 
.. -. ,\ . 

. . '. 

) The provisions of this subsection limiting the 

DSH allotments of states lhall not· apply in the case of any 

' t' Itt' 'd'" . h' hs t a t e tha t was opera 1ng as a e-W1 e~Rompre enS1ve researc 

and demonstration program as of May 1, 1997, for which a.. , 

waiver of compliance with requirements of Title XIX has been 

granted under section 111S(a) of the Social Security Act to 

the e~tent that disproporJionate share'funds available to the 

state are: 'expended througJ the demonstration rather than 

through the state plan, ndr shall the provisions affect. the 

amount of available federJl financial participation in such a 

program. Thi~' paragrap~_shall apply as long as the 

demonstration program is 'in effect, including any extensions 
1

of its expiration, date, su!bj ect ,to: the financial terms and 

d " f h I~, t' .con 1t1ons 0 t e current ~emons r~t10n program. 

;. 
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DEPARTMENT OF HEALTH 8a. HUMAN SERVICES office of the Secr~ry'{ ~" , 

· 
""-:1"

l-
. . 	 . 

I 
I,

l> '. 

Washington. D,C, 20201" ,(h'1G . 

, 	 ' 

NotE FOR CHRIS JENNINGS 
DEPUTY ASSISTANT TO THE PRESIDENT 

, " 	 " ",' ,I ' ". 

FOR HEAL1H POLICY. DEVELPMENT 

FROM: ' 	 ' Kathleen St'· e, , ,I 

Acting Dit or r t e Oflj.ce 
of In.tetgovemm' 

'stJBJECT: 	 Arizona Waiver, 

According to HeFA. Arizona. is requesting a waiver reneWaL Arizona had their'demo 

with various modifications arid extensiorls since 1982 (prior to that they did not have a 

Medicaid program!).' The current waiveh ateexterided through Septemher 3D, 1997, 


.The is~ ,;nth the requoit is related to Jdg~ iiei1ttitIity. AriZoha wants to use past 
saVings, i.e., savings prior to the renewal period effective date, to s.atistY the budget 
neutrality terms. ReFA has given Arizolria a verbal heads up that they have not agreed to 
such a methodology in the past and hav~ asked Arizona to stay within the current budget 

. ' 	 I ' 

rieutrality'guidelirles. ... .. I ... .. .. '. 
~owever, this issue may fade away dep~ndingon the outcome ofbudget reconciliation. 

th'e House version provides for automatic 3-year renewals fOf 1115 Medicaid demos, 


, " ,i 	 . ,'. ' , 

given that they satisfy the budget neutt:ility requirement (does not require HHS to approve 
, " , " 	 ,I, , , , . 

methddology)-.:.-tll1.is, Arizona would be Ihome free. The Senate version is much broader ' 
and provides for pe'nnanent eXtensions of 1115 Medicaid demos. 

Please let me know ifydu have any quesljons on this or ethel' issues. 

TOTALP.01 


http:TOTALP.01
http:methddology)-.:.-tll1.is


1567,131:ft 1/ 1SENT BY: 	 , 7-22-97 

/III~: Ghfcj ;(flfillitfj 

July 22. 1997 

Members 'of the Conference Committee on 

the 8'alarl'ce'd Budget Act of 1007 l 


, , 

·D~a'i' Conferee: 

. We :;lr8 writing to urge you to c,:lrVa Medicare Disproportionate Share Hospital 
(OSH) payments. as well as direct and indirect medicaleducation paymentS, out of , 

· Medicare payments to managed care plans and pay them direCtlyt~ the, organizations 
that incur the costs. The poilcy justifications for direct payment ormedicsl education 
adjustri1elnts apply equally 'strongly to the OSH adjustrllent. , ' 

8othth'e S'enate bill andth'Q cJrnrrierce Committee version of the Houss bill 
gradually reduce Medicare managed tare payments -- the Adjusted Average Per 
Capita Cost (AAPCC) -- lJy the amount attributable to dlreci gr'adu3ls madical education 
(DGME). indirect medical education (IME) andDSH paYJlltmt:; to hospitals. The . 
paymQnts: would then be made, dirocitl~ to tHe organizations qualifying for the . 

': adju~tments. The Ways and Means> bill includes nosimilsr provision .. 

.. The raliollale fO; this type of cJrve:.outiS slril'Ple: .thesQ payments are intended . 
toc:;over' the eiddition~1 costs organizations incur in teaching and In serving ill:irge . 

· vol~mesof poor patients. UhdGr curr~nt law, these payments are foidei::J Into payments 
· to managed car,eplans, and the plaris!are under 'no obligation to pass the funding 
· along Inrates paid to tea'cl'ling and OSH hospitals 'or ottier organizations actually ,. 
prOviding the services thata're under cbntract With them, ThQ carve-out is intended to 
eCnsure that the M~dicare support of thhe ililpo'rt~nt missions reaches those 
organiz.ations t~atactu3Uy'incur theco'sts.. ,'. '. . . 

. . .. ,: .' . I, ,...... .'. . ,.

This ratiohalli! Is no'less applicable to DSH paym'Qnh; than it is to medical 

edu(;i::Iliufl payments.· Like teaching hdspitais. hospitals that serve thQ poor are 
providing a"public good" that is f1ut ty~jcaUy recognized through rates negotiated with 
'cdmmerci~1 plQns, Without a direct pa~s.thtou9h. these rederilll funds are likely to 
dissipate in thQ system rather than pr6~ide support for those hospitals sho'ulde'ring th'e 
· burden of c:aring for the poor that Congress intended thase donors to support. 

, ': •. : . Our organiza,Uoris urge you not\to cOmp[Oml~e on the AAPC,~ caiv~out ~n this 
fashion. DSHpayments. as well as G~E payments, must be carved out ana paid to 

. 	 ths'O'rg3nizations that incur the costs: i80th the Sem~te and the Conrmer~e bill:; ph~se ' 
in thA drvP'.;cOllt ov~ra four-year period. providing suffiCienttirrte for managed care 
plans to adjust to the new ·paYment sy~tem Wsurge you to adopt,the SQh'ataand 
Commercecarve~dut provisiol\::; intact. which Include DSH as well as DGJ\iU: and IMF: 
payments in thc c<l.rve~()ut. 

Sincerely, 

Association of Jrnerit;anMedi'cal Colleges 
. . Arrie"rican Hospital AssoCiation ,. ' 

National Association of public Hospit:lls & Health Systems 
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STATE OF NEW HAMPSHIRE 
I

OFnCEOFTHEGOVERNOR• 

JEANNE SlWlEEN July 14, 1997 
GOVERNOR 

Mr. Don Gips 

Chief Domestic Policy Adviser 

Office of the Vice President 

WhiteHouse 

Washington, DC 


Dear~Dtrvv 

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

. quickly resolve our remaining issues. It is very; important to the Governor that our waiver be 
approved before the close ofthe federal fiscal year. . . . 

Because of recent negotiations betWeen the Stale. HCFA, HHS, and White House staff, we have 
. I 

significantly narrowed the unresolved issues. There is substantial agreement on the '. 
programmatic design ofNew Hampshire's wai~er. Currently, negotiations' are focused on 
budget neutrality. HCFA has emphasized throJghout these sessions that they must work within 
established precedentS in approving New Ham~shire'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 Hampshire has wbrked hard to adjust its proposal to meet HCF A'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 insudnce buy-in program for uninsured children and 
adults. 

• 	 Disproportionate Share Base Year. HCFA proposed that 1996 serve as the base year for 
disproportionate share_ This is will not work for New Hamjlsltire. In order to proceed with 
the waiver, New Hampshire must have 1995 as a base year (or an average ofyears 1994­

. 1996) for disproportionate share. This basi year will allow the state to implement the buy-in 
program for the uninsured. Both the HousJ and Senatev~rsions of H,R. 2015 use 1995 as 

. I . 	 • 

the base year for disproportionate share reductions. The Administration's proposal also uses 
1995 as a base year for disproportionate sh~re. I strongly believe that there is clear 
precedent, therefore, for the 1995 base yeal for disproportionate share. You should be aware 
that the 1995 base year is even more important to New Hampshire in light of the proposed 
disproportionate share reductions. . 

8 1996 Base YearJor AFDC Program Spending. HCFA proposed that New Hampshire use 
1996 for other program spending. 'This is clgreeable to New Hampshire. 

STATE HOUSE, CONCORD. NH 03301 (603) 271-2121 
toD AtxeJ: Relily NH 1.800-130.29&1 
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• 	 5.6% Trend Factor. HCF A prop~sed a 5.6~o trend factor which represents 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 id New Hampshire, most occurred in long tenn....,..,._.. 
care programs and are not applicable to this/component of the proposedwaiver. New 
Hampshire's 0'WD inflation experience is substantially higher than the national average. 
Nevertheless, thestate willaccept HCF A's proposal without the adjustment for the initial 

year. 	 ... I· ... .. . 
• 	 Spending/or Children and Families Outsid~ 0/Budget Neutrality. As a result ofwelfare 

reform, states were giv~ flexibility in Section 1931 to extend eligibility to children and 
families in a manner similar to that used under Section 1902(r)(2) for children. Because this 
is current law, New Hampshire requests tbJt children andfirnilies falling Wlder this 
provision be excluded from the test ofbudget neutrality. HCFA has excluded children under 
Section 1902(r)(2) in a number ofstates. this component ofNew Hampshire's plan also 
meets the precedent requirement. . 

• 	 Spending Flexibility for DisproporIionate Share. One of the key features ofNew 
Hampshire's proposal is to use some ofth~ disproportionate share dollars to purchase health 
coverage for the uninsured. This type of flbxibitity has been approved in numerous states. It 
should be noted that New Hampshire will Jontinue to make some payments directly to 
hospitals. New Hampshire also seekS the flexibility to spend disproportionate share dollars . 
on other state subsidized care in both inpatient and ambulatory settings. HCF A has approved 
this type of spending flexibility elsewhere,! most recently in Los Angeles. This dement of 
New Hampshire's proposal, therefore, alsd meets HCFA's need to work within established 
precedent. . 

• 	 State Contribution/or tM Buy-In Program. One of the most difficult issues in the. . 
negotiations has been HCFA's recent reqdest that the state contribute at least somC! portion of 
the nonfederal share of the premium for p?rchasing 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 mo~e 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 tobaccotk",. However, HCFA proposed that the state's 
contribution be one-half of the nonfederal/ share. This is too high. I understand that RCFA 
approved twenty percent of the non federal share or ten percent ofthe total in Termessee for 
the first $81 million ofpremiums col1ecrdd. Therefore, th<.>re is precedent for a lower figure. 

New Hampshire has moved substantially froJ its original position to bring these negotiations to 
closure. While we can appreciate the Vice Prfsident's comments about how aggressive New 
Hampshire has been in its pursuit of federal Disproportionate Share funds. I believe that the 

I 	 . 

current proposal before HCF A is an honest attempt to put an end to the gaming ofthe system. 
Although we are still a 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: Disproportionate Share funds Ifor insurance premiums has the potential to reduce 
the uninsured population by half and fund care to the poor in a more rational, systemic way. 
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I hope that HCF A will judge these proposals on ilieii merits and view them as a good faith effort 
to end the gaming of the system and advance the policy goal of extending affordable health 
insurance coverage to the uninsured. I ' 
It is Governor Shaheen's hope that HCFA can m6ve quickly in res9lving the 'few remaining "'-,,_, 

barriers to approval ofNew Hampshire's waiver.1 The continued assistance of the Vice President 

to expedite ~a resolution to this process would be rery helpful. 


Before closing, 1 want to express our concerns alj>out the changes to the Medicaid program 
currently pending before the Committee ofConference on H.R 2015. Specifically. we are 
concerned about the reductions targeted for Instibtes for Mental Disorders (IMDs). The Senate 
bill requires a much larger reduction in Disprop6rtionate Share Hospital dollars for states that, 
like New Hampshire, have spent part of their Di~proportionate Sh!1re Hospital allocations for 
services provided to poor people in State Psychi~tric Hospitals. In 1998 alone, the. Senate bill 
would reduce New H~pshire's Disproportiona~e Share Hospital allotment from $341 million 
(oW" 1995 spending level) to $310 million. 

This change has two worrisome implications for New ijampshire. First, it lowers our 
Disproportionate Share cap by nearly 10% frorJ the outset, making the overall reductions very 
difficult to manage. Second, it would cost the ~tate as much as $20 million because of the 
inability to qualify for federal match on uncom~ensatcd care spent at oW" state psychiatric 
hospital A $20 million gap would jeopardize fuy budget, causing significant cuts to services. 

Tn addition to ha'lting a serious impact on our Jedicaid program, singling out IMDs'is both . 
unfair and discriminatory. New Hampshire hak made notable strides in treating mental disorders ' 
on par with physical disease. As a state senat~r, the Governor worked to 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 Shate Hospital funds is contrary to that policy. 

If the goal is to reign in escalating spending i4 the Disproportionate Share Hospital· program • 
. then Congress can achieve that goal by imposing reductions in allotment caps. The IMD ' 
restrictions are unnecessary. SHites are in the/best position to determine how uncompensated 
care needs are met. The Governor hopes that fhe White House will agree thatthis is a position 
you should support in the Committee of Conference negotiations. 

Thanks again for your help on these matters. 

Sincerely. 

Karen Hicks 
Special Assistant for Policy 
Office of the Governor 

TOTAL P.04 
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The Honorable William J. Clinton 

President of the United States 

The White House 

Washington, DT. 20510 


Dear Mr. President: 

I am writing to request your assistance in 
in 

living is 

a of great imponance to the people of the Staie 
of Hawaii. We are currently involved effort to increase Hawaii'$ Federal Mat.ching 
Assistance Payment (FMAP) rate to help our [e better bear the cost of Medicaid services. , 

Ha~aii is currently one IJ)f only a dozen s whose FMAP rare is 50 per cent, the lowest rate 
possible, which is intended for only [he states. However, Hawaii does not belong in 
this group. Although per capita income in . state is .mlong the highest, studies by various 
bodies have demonstrated thar our COSl as .much as one third higher than the . 
continental United States. 

I 
Hawaii's situation is very similar to that of Al:aska, which also has ,a high per' capita income but a 
cost of living which is sUbS[arllially greater than the continental United States. in the ca~e of 
Alaska, however, the Senate has already recolgnizedthis disparity and included an increase in the 
FMAP rate from 50 per cent 10 59,8 per cent for the next three years in the budget bill currently 
under consideration. A comparable increasJ in (he fMAP rme for Hawaii would achieve parity 
for Hawaii wirh AJaska, recognizing the spebial situation that applies to both. of the 'off-shore" 

states, . . ' I . " . . 
Various governmental programs have previously recognized Hawaii and Alaska's. exceptionally 

high cost ofliving; . . 	 .I,." .. " 
,. 	 Medicaid and Medicare regularions pro'flde for special cost-ot-hvlng adjustments for the two 

states in ..applying the rourine cost limits tor nursing home rates: . 
• 	 The Federal Povel;)' Level (FPL) is adjdsted for 'theie two IStates to 'account fot' cost-of.living 

. differences: 

• 970721 
LSSS9Sb202:01 
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.The Honorable William Jefferson Clinton 


.President of the Un.ited States 

The White House 

1600 Pennsylvania Avenue.• N.W. 

Washington, D.C. 20500 


Dear Mr. President 

Major fundamentaJ changes in the Medicare program continue to evolve to reach bipartisan agreement. 
. Soon, conferees ,wiJI meet, to decide whether to: impose copayments for home health ,services. ~holild 
copayments be ancluded In the final budget package, thousands of vulnerable sen.lors and disabled 
individuals who require care will not be ab1e to Mrord the care they need. .

,I . 
While the Medicare program must be examined to preserve its integrity for future beneficiaries. 
copayments:a) impose a financial burden on th~ elderly and disabled; b) constitute a barrier to care for 
the low to moderate income group; and c} a~ an unfunded mandate, will increase Stine Medicaid 
outlays over the next five years. 

As a nation ofstrength, c;ompassion and fiscal responsibility. 'our collective efforts should be directed at 
improving the Medicare system with integrity, J.vithout sacrificing the needs of the sick, vulne,:able and

I . 

poor. . ..... .. I.,. 
Therefore. the State ofHawaii stronglx ur~yoJj( .Ulte.lYen.!!.~t.~.~!!~=..!h:.!~.£tI.D..g..Q.(tb.e...M~9.!&..ar...t1-
cooa)'!Tlent nroJ?,osal for horne health services. I· 

~:~,_.... _ ..~__' S:.~"_'.""'_."" .. ,:".., "",.~.~,~._.....~,~ •.~,.__--:-.~,'.> ........ 


With warmest personal regards, 

Aloha, 

~~··9~

J.CAYET~O 

AUG - 8·1997 

t>0:3!!)t;;d l,SSS9St>202:01 92t>S9St>202 S~31131 It;;IlN3aIS3~d:WO~~ t>s:£t l,6 82-!!)nt;; 
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• 	 The Food Stamp program takes these differences into account in defining the thrifty food plan 
and in establishing standard deductions for taska and Hawaii; .. . 

., 	 Statutory ditferences in compensation for civilians in the military make special allowance for 
the 'higher living costs in these two states: 

• 	 National housing laws take aCCollnt of the ditlerences in the cost of living in these states for 
purposes of government-backed insurance limits: ' 

o 	 Provisions on support for the school lunch program authorize higher p~yments to Alaska and 
Hawaii based on higher food costs. ' \ 

These examples ~emonstrate :he recognition {ihar the hig.hc:.~~!.....ot:.E~~!!S_~~.lh~:.Q,[:..~hore'.~l~I.~_t. 
should be taken mto account lO.,government program policy develoe.,ment. It IS time tor a Similar 
recognitio;-ofthi'Sf~t~gi~g-H~-;a1i"s'lbllltytost~p'port-Tt~thealth·~·;re programs. 

Thank you for your consideration in this ",Jer. It is my hope that you will be able to SUppOJ1 
our position and assist liS in securing this'charlge. 

With warmest personal regards. 

!A.loha. 

I 

l.SSS9SI721212:01 
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, individual or entity named in this transminhlsheet. If ~tj",u are NOT the recipient, you are hereby 

notified that any disclosure, copying, distrib~tion, or relicfilce upon the contents of this facsimile is 
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JOHN ... LLOYD. "",T
I . ; 	 1>'#Jldlll'lf 

,-------~- --.~ 
AI(~ "O!PITA~ Meridianl 

Tel n2 776·4215"tt'; 5,lQII MECHeA' CINTER . I '. j' 

:lINT I'U,,q,'5ANi foIOSPIT.-c" F3J< HZ 776·4583 

IvUVt£W MfOI<.'I\\ (fNt"!: 
 Health System:[ 

. ; 

July 8, 1997 

The President 
The White 'House ! r 
Washingtpn; D.C. 20:?OO 

Dear Sir: 

:~1 , 	 ME:rjdi~ n HeDlth System 
1945 Stiltt ~oute 13 
P.O. Bo:.: 397 , 
Neptune, NJ 07754·0397 

I' 
I 

I am writing to urge xourcontinued support on the carve-out that would remove 
'GME (graduate"medi¢al ·education) knd DSH (disproportionate share hospital) 
funds from Medicaid"\Managed Care payments and' pay those monies directly to 
teaching and DSH hO$pitals. 

Thankyou for the assr~tanceyou have alreadypn:~vided, Mr. President, as we are 
.a hospital with a teaching mission, s~rvinglow i~c6me citizens. ", ' 

Very truly your~, 

ohn K. Lloy 

President 
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Cr.iA.1 R,Chl.! ("OR...., .... o'e;"uC:lil\TIC 
CON(JRR.';SrO·NAt. OI!!LeGATION 

Mcdlcaiil/DSIf, 
. The .DSH issue i$ ~riticlIl to Ih~ Ccl,1 Ubrnla Delcgation~ 'Lasl Week., 4X of Cll.liforilia 's !'l 


Members sen! n h~trer 10 Sp:mlcer Ginaril;h ~I:;kil\e: the hudgec IlcgoLiillOrs 10 IIdopt M'cdi;;itiIJ Icvjsio/\ 

phivision!; [OSO!\CII I,he blow or D5H reCluclions on heavJly·lmpRcled tlospi.tAh and HlloUi for lin 


approprinte pll.8so-jn period. TIle I~ltcr e);j;rea~1S "the stroug i'lIKlllnlled view of Ihe CalifornIa Clclcgnlioll 

U18L the peJicy that redner-I: Fedcral DS1:j' ph,YHlCflI5 must be dCl~i8'l'Iod flO that a 6101:0 like Californifl which 

1\t1S t"lIy dirC:.ctcd ll~ OS.H, prograli'ls 11.'1 hClsi~HalS wilh Iligh propunions oF. Medicaid and 1l11ll1sured p"Itiellts 

does not face A. debilit.tlillS rc4uclion in f\lrlar.," . 


Membe.rs wIll diSCLlSS We IInporranc~ of Ihis i.!islle llnd I\.~k ror ;Idmlnlstrlltion Gup,p~n. 

CeRiiuli SIIIJHJllne . 
ThQ dolegatlon Is PleilSedlwllJllllC support me I1dmlnh;irafioll htU; rIms far provided on 


the ce~'lill "ll1piinS iSSUQ. C~lifonliB wHl loS!; <IIIppra~imalc:ly $1 billion in fcdcml1Ulll3s ror every 1 

milUoll uni:lcftounr of lO~·illcOmep(\plllaliM!:. 'The 1.990 undercoulI\ doprived tbe I'ilGL\: of f1 


, c:ongrcssioJ\Gl seaf to which It witS Olherwls~ CIlIII.tcO, House Repu"UcQns are inlcnt on slYm.ieillgfho 
effort's of 1110 C(lnSl" Burc:lu 10 piep~+ofor ~!lInpHl\g, OdCl,;/II:ion Member's will ,,'sic that Ih~ PreslclClll 
rnulnLali'! a nrinstancc flgmns( efforts to th\~AI'I sumpling., . .' 

Billie Clnlllrf~ lil1l:! RIUU RciulI~ 1 . .. .' . . . ' 


. . Prior 10 1988, tlnecn percrnl Qf all Dep<ln.meIH ofOefcn;se j~ (civiliull lind mi1il~/')') 


were in ClIUfurnin, Yet. the 5Lt110 nbsorbc:d S9.89·~~ oClltc natiollwlde mllhary Job cutS. Ncmly hulf oftlle 

s!ciie's 6J bI'I~ were clo&t!d OT Al'e inlhe prJce&~ oCbOing <:1000111. . 


Mcmbel"S UTe: conccmea ubi California will·ugHin rake 3 di!iprupOnionlll~ hit in 

additional r(\1I.nds ofbose closures, M~rnllC:r~aJso an; Iroublcd by Ille slow paco of Innllary bllse reuse In 

Ole SUlle. 


NAFTAlPait Tiae" , 
. . . SeVcrill delegotion Mcmbers hllve ei:prel:!>ed rcluctnnce \.0 support fact tmck ~l1lse of 11 


pe'rwplio'n tho, the.lldminlstrtlLil'ln 11IIS f<liledjlo k~pNAfTA-relsled prom,isCIs. sucb as NADBm'l.k 

ImplementaUOllllnd border dc.ln-up, ,They need iw:ur:Hll;Q that the comnllttnen[S wIll be kept. 


Welfare RotCJm'/SS~, ., . I. .. . . .,. '. . '. . 
.' C3hfort'lla. wtt'h 12% of lhfi !\Alum G populallon. IS home 10 22,1% of U\C: "I,tlon's 


AFDCIfANF rC'ipj~nl.s. c.,lirorn{1l Iii also liome 10 ).S, 3'Yu ofthe nation '6 leUAl aliens lind 4()Q/o of the 

undl'lc'IIInented poPL1la~ion. ThUG. the SUilo I~ hCllVil)' ilnplI";ci by ~clfarc reforin, Inc=ltJding 5SI elliS . 


........ h 
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Californicl Democrals strongly support rcsloratioll of SSl benefits to bm.blepl., 

iminigrant& who weredis(lbh~d betorc AugU1i1 h. 1996 SHcllo those who were lawflll rosldents berore 
A!.I&l.Iil 23, 19~6 alld become dllillbled. Mctnbhs also wanl I,u c;nS\lre lheavailabilil), ofSSl for ,Ieg"1 
immigranr seniors:, ! 

, ,'. , . . Menlbcrs lire nlso concer,ncdr..'ith.attempts by Republicallli to dQprive workfare 
reclplcnlli ofmUHmum wage nnd workp'it~e prutecUolIs. ' 

Pre*ide .. tilll Initiative. I 

' . C;llifornia is lhe ideilJ theatre,in which to lOlagc various of the PrQ6idllnt's it'ii(jftlivc&. ' 

Including on rElIOe and cduclItion, The synergy Il~~twecn Cdifornia Membcrli of Congress and the 
administration '-ill highlight the Prosidelll's Ptl\11!ramS lind help 10 fe-elect California DemocralS: to, lhe 
House:. . 

8.EPL•• The nntion', hara061 slC'lte is alto illl most divorse. 57% of' Californians lin: 
white, 70/0 afrielln·mnericail. 9.1% As;ian. 1% rllillive anlcricanClnd almost 26% HispMnic: MOl"!'l<wer. 
~om:e:J'ns aOOuI r~c:inl issues h'1S prompted pi,"A~:e ofProposition& 187 alld 209 - the nmi-undocunienLe4 
immlgrant and unU-atrlrmUllve action InitiativJli. The impelc! ot" PropOliil.ion 209 is aJrciliJ), evident in Lhc 
dearth 'ofblac\c ;tild all'panic: &tlldellts in the rmi(lling ctllsses fit BOilll 11'111 i1;,d UCLA litw schooill. Tit\.! 
;t8'tt.~'51arggs[ City, Los A.ngeles, is S1i11 healing;llIld rebuilding fro!" the 1992 riOI-, 

'. ' The Californi;l Delegation, which includes Ihe Chairs orthe Congrcssiomll Hispanic 
Caucus and congressionil1.81ack Caucu&, CRll ~l'Jrk \ltirh the adininistmtion to develop ilnd roll olll, 
initiativo progrQUlS on # stage; thal,,;1 primcd fO"I,u~h II produCLion. . . . " 

EthiCal/Oll - ThePreeidenr'6 P,illil (0 p:ly for the first lWO YCtlfS of college:, and CO offer 
r~IX relief for higher educMion and job rt:1'rilil,lns\, finds an .ideal audience ill Califorllj,~. The stille has II , 

"master pI,,"" th"teolllbinc5 one of the nlltion'sjrnosl extensive communtty college systems with the fOllr­
yGJtrCali[Ql'nill SI8lC:'U'niver5h), and lhe resenrcllooflQnred University of CaIi.fOI.nill. . 

, HinholeC,h Job 8rowth in Col,[cirllin ia rcviioli.:iJll:j the motlbulid i;;l,;onomy, C~Jirornlil . 
higlr-tech firms employ mote than twice 85 1111'111:(' workers as Texas. lhesecolld ranked hiSh.I'cch stOle. 

HiBh~tech product.s iI,coume~ for nearly 61 % of!Californi;,'s $9 bi,lIion in I'otal export. &Illes in 1995. Ycr. 
lhcpool of lechnlcally qU(llifiOO workers cannot meet the burgeonmg dellland, The modified "Hope 
Scholarships" could be h1Shlit;htcd as a mCill\S L')' runnel 5ll1delllS !ruo rcchnoJoi.)' oricntec1 programs at 
cOlJlln1mity co\lelles, thus bol~r~rlne prodllctivil)j ,md einplo)'Jnont levels. Severnl dolegol:ionMcmbc:cs 
,can provjdeexamples of local high-Iech firms which hav~ jobs thnl CAnnot be filled due lO Ihl! lack of 
teChnicnJlyquaHlied wOrkeR. I . 

Blj)ard'M:ft TluLlForce .. ., "'\,., , , . .., ",' 
Jane Hannan and (lillY C.ondlt ;wllJ brleO.v (iisclI!<" the delegatt",,'i hlpMtu'lln ta&k force. 

Lucille Roybal-Allard and JerI)' Lewis .ppoinre!! ReprescntAtives H'ffman, Condil. Lofgren. Riggs,· 
Mc~cun and Cmnpbelllo identify lllill1erS ~hef~ \bip~lnislln cooponltjon Cilll bc achieved ~or th~ bendil of 
Cahromill, Thlls far. (he Insk fOT'C lind enllre UIPMIISlHl dc:lcStlllOIi has worked on: ehmlllUIJOn of the 
Medicaid Per capita cap from (:h~~ ~ndgeI1l8recll1.JIH, fuJl "unding of rhe fodQrlll component ot: BarD~II.a, ' 
prcfiervalion of ea lifomill'selectric dCfe.!.'lllationbhlll. repeal of Ihe 501 c(3) bond £:141) for Dli ifornin . 
Stine University, full funding .for SCAAP and fil\'Grable DSH ftli)dlug, . 

Tlit: 
, 

blparli&!lI1lask: force lind d(\Jegation Co-Chairs ,Ire initialin8 qUlIrterly lncol.ings, 
wHh a hiraartiS:lin Califotnia ,r~te legisl"!.i" .. tllsk Corce. The first lIlQ\;tllll,; \.\'il1 be iu hue August A.S . 
C.alifo"!'18 Sl~gg~~s to im.plemenr welfi1rc refotlll.1 the ,stme legisllliors ~UI IOO~ 10 ',he .cOllgr~ililionlil 
delcgnHon to 'fix those aspccl& of welfare reform wl\lc:h ilte (ultenable 111 Caltfotnlil. Includlllg loss of SSl 
bcncfils for legnl clderly an~ dl&Iblc" immi3fal1W) CaliCornl;1 Members will need ndmini&l,nHion 

, c:oc:iperalion ro ,help Illalce welfore fClfol'nl work in h,~ ~tjj(C. . . 
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MEMORANDUM 

'. TO: Don Gips' 


FROM: Chris Jennings 


RE: DISPROPORTIONATE SHAlRE HOSP~TAL (DSH) AMENDMENT 


DATE: Jime 12 


. 

Today~ at the House 
.. 

Commerce Committee mark up, Representative Green (D-TX) will offer an 
~endment on. reductions iIi disproportionatJ share hospital (DSH) payments. The amendment 
is essentially the President's proposal, whichlsoftens the impact on hlgh-DSH states like New~-

. H~pshire. The attached table shows the distri,:mtional effects. .' _ .' .' 

The main points on the table are: ., I· . .... . . 

• . New Hampshire's DSH reduCtiOn.Wq~ld be nearly four t~es higher under theMajority's 
"House Commerce Proposal" than un(ler Green's "Substitut~"proposal. 

'This i~ because, in the year 42, the Republicans' pr~posal would reduce high' 
DSH states 1995 DSH spending by 40%. . . . . 

• 	 Under the Substitute propoSal, no sta~ gets more than a 4 percent reduction in their toial 
spending as a.result of the DSH redudtions. ­

Green's staff suggcii$ that they may get quilL few ~()tes and, if nothing else, will raise the 
question of the equitY of the reductions. 

.Please call with questions: 

'., . 

. , 



;," 

) ". 

Comparison of Effects of DSH Reductions; 2002 
'(DollarS in 'millions, fiscai years)' ',,'" , , 

, , "I"" '",.; , 

State' House Commer:ce'Pro sal 'Substitute Pro sal
" ,. ' 

.'S Change, %Cha.,ge ' SChange '%Change 

InOSHfrom " InOSHfr'!lm " In OSHfrom In OSH from 
.'.' :1 , 

'1996DSH '1s96 Total," .. ' ( 1996DSH ' 1996:r oUI 

National· -4695 -3% -4669 -3% 
'"! 

~118 L -9% -58 " -4%' 

:.fi6 I '~2% -97 

North Dakota 


I 
I. 

-53 
, -1., 
-8 
~ 
-89 

~59 

o 

-231 

-3% 
0% 

,-4% 
-4% 
0% 
0% 
-4% 
-:4% 
-4% 
0% 
-4% 
-4% 
0% 
-4% 
-1% 
-1% 
-4% 
-:4% 

"% Change in DSH from 1995 Toiar' Is the 2002 OSH allotment mlnuS1J5 OSHspending divided into the 1995 Benefits plus DSH speoolng 

House ~ 

''''''.' 

'·2 I -1% >,-4 -2% 
-16 1 -~A, '-28 ' ,-3% 
,0 " I ,0% ~f ,,0% 

-219, ' I '-3%, ,-333: -4%, ,"",-37 -5% ·32 -4% 
-82 ,I --8% 

I ,·,0% -."", 

~5 ' I -1% ­
-38' I ':1% 
:.fi1 1 ~2% 

I 
,0 I 0% 
-41 I '-1% 
-:40 I -3% 
'-2 t ,0% 

-21 I -:4% 
-27 I -2% 

-352 t -12% 
-42 , i -7% 
-14 I. -1% 
-58, I -2% 

" -50 I '-2% '., 

-3 1 0% 


Mississi 


'" 

-29 ! -~A, -50 

Missouri 
 -175 I -11% -89 

Montana 
 ,0 0% o 

Nebraska 
 -1 " 0% ;' -2'r 

-15 1 -8%' -10 

New Ham shire, 

Nevada. 

-57 I -15%' '-16 

NewJerse 
 ~240 I" ' -10% -103 

0 I '0% , -2 


NewYori< 

New Mexico 

,-302 I -3% :.fi02" 

North Carolina ' 


0 I, 0% ' o ' 
-76 >I -2% -134'," 

" -8 .-3 0% 
,t; '-4" : 0% 

,~106 ,-3%' , ' 

-12 -2% 
-124 ~9%': 

,I: o 

',0, 

-14 1 .. -1% 

-35 ! -2% ' 
-13 ' ,I ,-1% 
o ,I 0%, 

"I 

Pf!IPosal assumeslhat hfgh-DSH states (1997deslgnalion) receive,twlce the pi,ri:;ernreduclion II) DSH as JoW-OSH slate;;; 


, ~tatesWithress.than1%Of~(lOOdinglnDSHare~~empt'" ',',I ',":, ':':,' " ',' ~ ',' 

Substitute pt"OP,OSal !lssumesthat same percentredU<;tion is taken from the lower of DSH ()( 12% of:1995totai spendIng, ," 


• Does not include CBO's,25% offset 


i ' •• Waiver state or state 'with no DSH ' 

"-') 

',',. 
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June 6, 1997 

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

Dear Representative Brown: 

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

As you know, in response to conceis raised by representatives from Florida and many 
other states, we dropped the per capita cap !policy in the budget agreement. As a result, the 
Medicaid savings in this agreement have be~n reduced by over one-third. The savings that 

I 

currently remain come from administrative flexibility and reducing Disproportionate Share 
Hospital (DSH) payments. 

\ 

We are working with states, hospitals, unions, and consumer groups in order to develop
I 

the best way to achieve savings in. DSH. Wie appreciate your views on this issue and are entirely 
open to any further suggestions you might nave as well. As we move forward on our balanced 
budget discussions, we want to work closely with you to assure that these savings 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 
I 

STATE' 
I 

HO~SE SENATE OPTION CHANGE 
I 

Alaska 5-Yr Spending: 45 m 47m 47m +2 m (H)' 
I 

2002 DSH Cut: -20% -15% -15% 
I 

2002 Total Cut: -1% -1% -1% 
1 
I 

Delaware 5-Yr Spending: 16 m 18 m 18 m +2 m (H) 
I 

2002 DSH Cut: -20% 0% 0% 
I 

2002 T atal Cut: 0% 0% 0% 
1 

I 
Florida 5-Yr Spending: 849m 880 m 880 m +31 m (H) 

I 

2002 DSH Cut: -20% -15% -15% 
2002 Total Cut: -11% -1% -1% 

Hawaii 5-Yr Spending: 1 -­ -­
2002 DSH Cut: 
2002 Total Cut: 

I 
Mississippi 5-Yr Spending: 648m 672 m 672 m +24 m (H) 

! 

2002 DSH Cut: -20% -15% -15% 

" 
2002 Total CUt: 

I 
-2%

,I 
-2% -2% 

I 
New Hampshire 5-Yr Spending: ' 578m 416m 661 m +83 m (H) 

, I 

2002 DSH Cut: -40% 
I ' 

-50% '-8% +245 m (S) 
" 2002 Total Cut: ' -15% -19% -3% 

1 

New Jersey 5-Yr Spending: 2.418 b 2.079b 2.653 b +235m (H) 
2002 DSH Cut: 

I 

-40% -44% . -12% +574 m (S) 
I 

2002 Total Cut: -10% -11% -3% 
1 
I 

Ohio 5-Yr Spending: 1.724 b 1.787 b 1.787 b +63 m(H)
I 

2002 DSH Cut: -20% -15% ' -15% 
2002 Total Cut: 

1
-2·%, -2% -2% 

I 

Oklahoma 5-:-Yr Spending: ' 7~m 82m 82m +8 m (H) 
2002 DsH Cut: -20% 0% 0% 

I 

2002 Total Cut: -0%I , 0% 0% 
I 

Pennsylvani,a 5-Yr Spending: 2.387. b , 2.474 b 2.474 b +87 m (H), 
2002:DSH Cut: ' -20%' -15% .,.15% 

, . 2002 Total Cut: 
I 

-3%I -2% " -2% 
I 

Texas 5-Yr Spending: ' ,3.860b 3.640 b 4.081 b +221 m (H) 
I 

2002 DSH Cut:' -40% '-35% -17% +441 m (H) 
2002 Total Cut: 

I 

-7ifo " .,.6% -3% 
I \; 

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

I ' 

-1,% ~1% 
' , 

-1% 
,

"Option" takes HO!Jse low-DSH reductions and caps total reduction at 3% of 1995 total spending. 
, . 
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STATeS AND HEALTH IN THEBUDGET 

Thereis bipartisan support behind a series of refo~ms that help states. These include: " , " ' " ,I' ',' ' " " ,',' , , 

.' ,Unprecedented flexibility,in Medicaid~ This budget includes major provisions 

. thatgive~ state~. discretion in opettin~their programs; including: :.. 

Repeal of the ,Boren. amendment , 

; Hepe~1 of waivers for'man~~ed care 
, 	 'I ' , 

.: , Review ofthe EPSDT benefit to evaluate states' concerns with the bel1~fit 

'- ,,' ,Possible stat~ fleXibi;ity in clst sharing foroptionalbeneficiaries a'nd dual 
eligibles ' , " ' 

• Net increase in health spending for states. The Medicaid savin'gs in the 
, 'budget agreement are ,$13.6 billiorl. The children's health spending -, which the 

Administration foughtto direct to sfates rather than to tax incentives - is $16 ' 
billi~ver five years: This yields ~ net increase in Federal funds to states of 
$204 billion. " , 	 , 

, 	 , ' 

• 	 ChUdrenJs initi~tiveis a stateJrlltiative'. The Administration has supported 
, making Govemors ,imd state I~gisl~tures the chief architeGts ofthe children's 
:program., States will have consideiable flexibility":::'; much mpre than in Medicaid 
'-,"including: ,,' , ' " " " 	 ", ' 

-' 	 , No EPSDT for benefits 

Costsharing for children ab0ve150percent~f poverty
'. ,~~' 	 " "', ~ , 

,",. F 

',' "Freedom to target groups of uninsur~d children, without regard to , 

" , . , Medicaid's rules about statewide ness and comparability of benefits 


" ~ ,C',"No':Federal rules fOr'payme~t rate~ ,like upper pa.ym~nt~ limits or 

~",', 'adeqLJacy of rates " ,," , 


1,,­

. ",: No managed care'restrictions' 

.. Discr~tion in~etting standar1~forMalthPlansa;'d providers 

. ,,' 

. ,: 
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PROTECTING SA},'I!;TY NJtr HOSPITAl$ FROM REDUCTIONS 
TN M.EDICAlD DISPROPORTIONATE SHARE HOS,l"ITAL PA YMF.NTS 

May 30,1997 

The Na.tlon!!1 Associlltion of Public Hospitals & Health Systems (NAPH) continues to 

beHcvc that tbe level ofreducticlns anticipated for Mcdlcaicl Ili"proportionate Share Hospit.'\\ 
(DSH) P;;lYfll\;;nl:) i~ LOO high (Uld could seriously jeopardize quality and access to care. If the 
Consrcss decides to cut DSH sf>cndillS as deeply us \:II\'hsioncd in the recen[ budget agreement. 
it is imperative that the cuts bclimplcmcntcd so that the impact on the highe:Sl vulmTII; :)aflo!ty net 
provider_ can be minimized, These hospit..'\ls and health systems have traditionally provided 

. I . . 

care to MCdic:lillllllrlnninsuredl "atient~ at levels .far above average. Nearly 90% of the care Ilt 
NAPtl member hospitals is pro1vidcd to Medicaid. Medicare anclllninSl1red patients. The~e 
hospitals also IJluvide: a signilicamly disproportionate volume of care to high risk pregnant 
women Wld low income childreh (including much ofthc neoll"l'11 inLcl\sivc care available in our 
nation·s urban areas). 

For NAPH mcmnl'r ... ~vp.r 40% of the IInt'ompen_atcd care they provide is funded by 
Medicaid DSH payrnellts, (50% is funded by direct city or connty s\lbsjdic~ and 9% by 
Medicare DSH.) Over lhf,;yca~s states have takcn advantage of loopholes in the DSH lItat.llte to 

usc the fun~s fo: ~ wide v~rictYI of other purposes. If lhe: C.uI!grcss now m~ves to scale b~ck. 
DSH spending, It IS essential that some portion of the remaining funds be dll1:::ctcd 011 i1 pnonly 
hMis fO those hospitals for whdm the program was originally intended, 

. While we have considJcd a variety of options in the past, NAPH i!\ now proposing a 
simple. ~traishtf~lwmJ w'ly (0 [rJrol!;<;l hig~.volume safety net hospital~ from potentially 
devastatmg cuts In the DSII program. In lJght uf SUUII: rt:cent confUSion about NAPH's 
proposal, it is importllnt to clilphasize that this proposal does 1101 lcck tu lell Coni!ress 
how to allocate DSH cuts IIm~ng the states. Nor docs it propose any limit!! on states' 
authorily to df:~ignllte hl)spilriJ$ AS disproportion3le shAre hospitals. lUther, it !limply 
n::quin.;s Slates to continue to mhke DSH payment!: ar FY Iqq, leveJ$ to the priority hospitals. 

Prioritv Usc of DSLLI.ullds 

States would be required to maintain payments to "priority" DSB hospitals (as defined 
n(!lm1il) l'It their FY 199:51ewls. These payments to priority hospitals ,,'ould ha....e.to be 
made from slates' OSH allor.atioM tirst, l:Iefore funds are spent for any other purposes. 

All funds r~lIJili\lillg iul:;(Ules' DSH allocations after the priority hOspiL'llsare h~ld 
harm!!;:;:; c;ould be spcl1tfor any other purposes I,;VIl:ii:s~ul willi currcm DSH law. Only 
in the unlikdy event th~t a Iltato't: DSH nlloclltion is insuffic;icnt to co ....cr the full (,ost of 
mamtatnme pa}1ll(~nt" to priority DSH hospit9.l~ would Ihe state be unable to make . 
payments to othcr hospitals or for other purposes. In such an tw~nt. the hold harmless 
amount to p.-ioli(y hus~ilab wuulu equal the total DSH allocation to the stalC. . 

I 
This maintenance ofefort requirumi:.lnt for pl'iority hospitals would be applied ill the 
Cllzregate to th~'i~ jn~ti'lltions. In other words, slates would be required to mo.i':ltain 
overall DSl-I paymt:ntsl to priority ho!;pir;)l~ ;'IS (l group at the levels paid to them as a 
gruu~ in FY 19:5. hutlWOllld be per~itted t~ rcalloc~te this fu~di~g among those 
hospItals (e.g" III ofd(:1 lu \:u1I11J1y With hosplml-speclfic DSH limits). 

n.loh\~n.;:oh.drJt: 
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The amount of priority ptlymcnts to protected hospil,ds would increase each year by an amount 
equal tothc rate' {'Ifgrowth in the state's overall Medicaid program. 

Eligibility would be limited to h05jJituis providing rhe very highest level~ "flow income care, as 
measured by their low inoome utiliz~tiol1 rate, Of LIUR (defined under current law in Section 
lyn(h)(3) of the Social Security Ate). The LIUR meas~n"tS the; amount of care provided by a 
hospital to Medicaid and uncompeniated patients. . ' . 

Eligible: hospiwlli would include the following: 

(1) 	 Statewido criterill: H~sPitall with a UUR equal to or greater than one standard deviation 
above the mean LlUR for all h03pitnls within th.. state;

) I 
(2) 	 National floor: Hospitals with a I.lUR of, e.g., 30 percent or more; and 

(3) 	 Childrcn'3 h05pitais willi eJcr a low income utilization rate meeting the above levels ~r 
,,~th a f\·fadicaid utilization iate (as deliul.Ou ill SI:(.;Lion 1923(b)(Z)) of lU pcr('.ent or more. 

. I' 
A national floor (e.g., a LlII R of 25% or 30%) has bocn proposed by some ObiCfycm:1 in addition [0 

stiltt:widc criteria l.Jccause in some states, onel standarrl deviation above the mean is highcr than that 1c:vc1, 
and some high-volume hospitals wuutd lhus otherwise be omitted. Ilnrler this proposal, with both stnte 
qualifying criteria and Q 30% national flo"r, the Lowin Group estimatesrhat 3rJ urb.m and 363 rural 
ho~pit::1ls would qualify. 

Olher DSH Reforms: 

In addition to thl:: pHJlcclJons for safety net IOstitutton~ outlined above, NAPH has IlhJO propo3Cd a 
number of additionQI reforms to the DSI Jstal1utc that ....111 serve to conform the prngr:lm more elotely to lhe 
rcalirje.~ of today's healthcare marketplace. Fbr example, DSH [llllf.ling should be paid directly frnm the 
SLateS to hospitals, raf.hp.r than incorporated irito rates paid to Medicaid nlAJJageJ \;i:lrt: plans. and states 
!:!hould be required to inClude all Medicaid ma~aged care utilization ill the distribution formula. 

For forther injormt1fioll on NAPH'~' DSHP,Jposal. conta~·t ,julie Rnr.f:hio CIt (202) .347-0066 or Chris 
Burch or Lynne Fagnani af (202)408-022J 

http:deliul.Ou
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MEMORANDUM 

TO: Don Gips 
. r: f' . 

cc. Toby Donefield 

FROM: ,Chris Jennings 

RE: DISPROPORTIONATESHA!RE HOSPITAL (DSH) AMENDMENT' 

. DATE: June 19,' 
.,'. 

Yesterday, we got a call from the Hquse BudgetCo~ittee staff. The Chairm~, Representative 
Spratt from South Carolina, is conc~med aboFt how the DSH reductions are being taken in both. 

, the House and SenateCommittees~ South Carolina is a high-DSH state;·he also has Charlie Bass 
from New Hampshire on the Budget C6mmi~ee. Hei~ thinking about floor amendm~nts and 
asked for techflical assistance. Attached is thb table that we sent to him. ' 

. Given the very different formulas in'the.HouL and Senate, there will certainly be discussion Of 
'how DSH reductions w:e taken in c~nference.l In addition, there may well be some amendment 
on the House or Senate floors regarding this issue, We will keep you apprised ofdevelopments 

so ibai the Vice President c~weigh in ~n ~1appropriate vehicle. . . . 

Lastly, regardless of what actlOns are taken m, Congress on the DSH formula, the New "­
, "c. 'I;' . 

Hampshire financial situation l()oks' bleak. The vast majority of Members are unsympathetic and 
we are having'difficulHimeobtaining sufficiJrit support.' ',.' ,;' , , .\ " 

',. ' ." ." , " ..... .,[ '" .,.' ,... ." 

We can dlscuss thIS further m our upcommg meetmg, 
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• Comparison of Effects of bSH Reductions, 2002 DIt", F-l' 
, ' (DOllars!in millions'; fiscal years) , . 

House Commerce Pro osal ,I Senate Finance Proposal Proposal Like President's 
SChange % Change % Change SiChange % Change % Change SChange % Change % Change 

In OSHfrom In,OSHfrom In OSH from In OSHfrom in OSHfrom in, OSH' from In OSHfrom In OSH from In OSHfromI 
19950SH 19950SH 1995 Total 1~950,SH 19950SH 1995 Total 19950SH 19950SH 1995 Total 

-4695 -28% -3% '-4358 ' 

I 
-24~ -3% -4669 -28% -3% 

-118 I -61 -21% ' ·58 -20% -4% 
-2 I -2 -15% -4 -35% ,2% 

-16 I -12 -15% ' ,-28 -35% -3% 
0 0% ,I 0 0% -1 -35%, 0% 

-219 -20% ' ,~~3% 1-201 -18% -333 -30% -4% 
-37 ' -40% ·5% I -19 -32' -35% '-4% 

Connecticut ·82 -40% -6% I -83 -53 ·26% -4% 
Delaware -1 ·20% 0% I 0 ·1 -35% -1%, 
District of Columbia -5 ·20% -1% I 0 -8 -35%' -1% 
Florida -38 -20% -1% I -28 ·15% -66 -35% -2% ' 
Georgia ·51 -20% ·2% I ·38 -15% -89 -35% 

I 0 0% 
0 I 0 0% 0% -1 -35% 0% 

-41 1 ·30 ~15% -1% -71 ,-35% -2% 
-40 1 ~30 -15% -2% -54 -27% -4% 
-2 1 0 0% 0% -3 -35% 0% 

·21 1 ·26 -50% ·5% -18 -35% ·3% 
-27 1·20 -15% -1% -48 -35% -3% 

-352 1-249 -28% -8% -126 ·14% -4% 
-42 1-43 -41% -7% -25 ~23% 4% 
-14 I -11 -15% -25 -35% -2% 
-58 ~20%' 1 -43 -15% -2% -10.1 ,-35%' -4% 
-50 ~20%' ·2%' 1·37 -15% -87 -35% ~3% 

-3 ~20% "0% I 0 0% -6 -35% 0% 
-29 :.20%' -2% 1 -22 ·15% -50 -35% 

-175 -40% " -11% 1-187 -43% , -69 -16% 
0 0% 0% 10 0% 0% 0 -35% 
-1 ·20% 0% r 0 0% 0% -2 ·35% 

-15 -40% -6% 1 0 0% 0%' , -10. -26% 
,·57 -40.% -15% 1-10.7 -74% -29% ~16 ·11% 
-240. 1-263 -44% ,-11% ·10.3 ·17% 

0. I 0. 0.% 0% -2 -35% 
~3o.2 1-227 -15% -2%' -50.2 -33% 
-56 1-42 -15% -2% ·97 -35% -4% 

0. I 0. 0.% 0%, 0. -35% 0.% 
-76 I-57 ' -15% -134 -35% -4% 
-3 I 0. 0.% -6 -35% -1% 
-4, I 0. 0.% , -7 -35% -1% 

-10.6 -3% 1-79 -15% -170. ·32% -4% 
" -12 -20.%, ~2"1o ' I ·9 -15% ~22 ' ,-35% -4% 

South Carolina -124. ::40.% -9% 1710.4 -33% -59 ·19% -4% 

South Dakota 0. 0% 0.% I 0. 0.% 0., -35% 0.% 

Tennessee"" I 0. '0.% '0.% 

Texas -383 -;40% . ,-7% 1:335 ' ·35% -6% ·231 ,-24% -4% 
Utah 0., 0.% 0% 1 0. 0.% 0.% -1 ·35% 0.% 
Vennont -4 -20.% ' -2% t'-3 -15% -1% -6 -35% . -3% 

-14 -20.% -1% 1-10. -15% -1% -24 -35% -2% 
-35 -20.% ·2% 1 ·26 ~15% ·2% -61 ,-35% -4% 

·13 1-10. -15% -1% -22 -35% 
0. 0% 0.% ·2 -35% 

0% 0.'% 

"%Change in OSH from 1995 Total" is th~ 2002 OSH aljotmen! ~inus 1995 OSH sJ~nding divided inlo the 1995 Benefits plus OSH spending
I " , 

House Commerce proposal assumes thai high-OSH states (1997 designalion) receive twice the percent reduction in OSH as low-OSH states; states <1% exempt 

Draft Senate Finance Committee, assumes larger reductions for states with high mehtal hospital OSH ' , 

Proposal like President's assumes that same percent reduction'is taken from the loJ.er of OSH or 12% of ,1995 to\al spending, ' 
, ' I '" ",' 

• Does not include CBO's25% offset •.: Waiver state or state with no OSH , 



I 
ACHIEVING SUBSTANTIAL SAVINGS IN THE MEDICAID 


DISPROPORTIONATE SHARE HOSPITAL PROGRAM 


A Discussion Paper Prepared by 

The National As~ociation ofPublic Hospitals 


The Medicaid disproportionate share hosPiJal (DSH) adjustment (§ 1923 of the Social Security 
Act) was established in 1981 for the purpo~e of providing additional reimbursement to hospitals 
serving disproportionate numbers oflow inbome and Medicaid patients. Throughout the early 
and mid-1980s the program was relatively Jmall, but in the late 1980s and early 1990s, DSH 
payments grew exponentially due primarily Ito states' use of provider revenues to draw down large 
federal matching payments. As ofFY 199~, DSH payments totaled $16.7 billion. In 1991 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~ provided crucial funding for hospitals that truly do 
serve a disproportionate share of indigent ~nd Medicaid patients. This funding has enabled these 
hospitals to be able to continue to act as ani institutional safety net for those with no other access 

I 

to health care, and to provide highly specialized services -- such as trauma care, bum units, 
neonatal intensive care and emergency psydhiatric services -- that are relied upon by entire 
communities. As Congress considers furth~r cuts in the Medicaid program, it is more important 
than ever that this safety net be preserved. 

The National AssoCiation ofPublic Hospitals believes that it is possible to achieve substantial 
I 

savings ($40 billion over five years) in the IDSH program while remaining faithful to Congress'
I 

original intent to provide supplemental funding for high volume Medicaid and low income 
providers. To do so, DSH adjustments shcluld be restructured as a purely federal payment 
targeted exclusively on the highest volume lproviders ofcare to the poor. The following steps 
could be taken to achieve this goal: 

• 	 Modify § 1923 of the Social Security/Act (copy ofcurrent statute is attached) so that 
eligibility for DSH payments is limited to: 

1) . 	 hospitals that have allOW income utilization rate (as defined in § 
1923(b)(3» of25% or more; and 

2) 	 children's hospitals with either a low income utilization rate of25% or 
more or a Medicaid lutilization rate (as currently defined in § 1923(b)(2» of 
25% or more. 

~	4/5/95 IPH NATIONAL ASSOCIATION OF PUBLIC HOSPITALS.1212NEWYORK AVENUE, NW.SUITEIlOO. WASH, DC 2(J(X)5. (202)4OI}O.223.FAX (202)40&0235 



• 	 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 b~rden on states, but it +ould 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, Medidid: States Use Illusory Approaches to Shift Program 
Costs to Federal Government~ GAO/HEHS-94-133, August 1994.) A purely federal 
program would acknowledge this rbality, and ensure that on a net basis the dollars are 
distributed where they are most necided. ' . 

. 	 I 
• 	 The amount offunds available for IpSH payments in each state would be equal to the sum 

ofthe federal share ofall FY 1995 DSH payments to hospitals eligible under the new 
criteria in t~e state. 

• 	 The targeted D~H ~nds would go Ito states to be distributed among eligible h~spitals as 
the state sees fit. This would allO\,~ states to adapt DSH payment methodologies t'o reflect 
changing utilization patterns. The money could not be used for any other purpose than 
making DSH payments to eligible Hospitals. 'i . . \ 

• 	 NAPH estimates that $4 billion p~ year ;"ould be sufficient to fund a properly targeted 
DSH program, as compared to over $16 billion in current annual DSH payments. This 
amount represents approximately dne-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.. 

• 	 Depending on whose numbers -you believe, the federal government would save 
approximaiely $4-8 billion perYi ~r $20 billion over five years. 

• 	 Because so. many states are implementing Medicaid managed care programs on.a broader 
I 

and broader scale, Congress should require that Medicaid managed care utilization and 
revenues be counted both in deterrhining 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 ct.iteria outlined above receive additional compensation -- . 
either through supplemental pool dayments, enhanced capitation payments or otherwise -­
to compensate them for the additidnal burdens of providing large volumes'of low income 
care. 

• 	 Intergovernmental transfers ofDSH funds would be prohibited, to ensure that the money 
. . 	 I 

is used for the hospit~ls, as originally intended by Congress, ,,:nd not "recaptured" by the' 
state for other uses. ' 

/ 
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1988 Amendmenta: strophic Covera/Je Act of 1988." effective as pro­
v1ded by section 4214 ,of this Act at f 17,798DDSection 8433(a) of the "Technical and Miscella· 
redesignated section 1919 as section 1922 in: , neous Revenue Act of 1988," effective November serted it a.fter section 1921. and added new·sec. 10, 1988, applicable to any proceedingl inwhich tion 1919 after section 1918. there has not yet been a final determination by 


the Secretary (as defined for purposes Of judicial


I 1986 Amendments:review) as of November 10, 1988: 

Added "(including failure to proviae active Section 1919 was added by section 9516(a) of 
treatment)" after "residents" in subsecti'on (a), the "Consolidated Omnibus Budget Reconciliation / 

Added ", and to provide active treat~ent for," Act of 1985," effective April 7, 1986. 
after "health and safety of" in subsection (c)(S). ' 

I ' Hitltory. I
Substituted "by January I, 1990" for j'within 3 


years after the effective date of final regulations Sec. 9S16(a) of the "Consolidated Omnibus 

implementing this section" in SUbsectionlw, . Budget Reconciliation Act of 1985" (P.L. 99.272); 


as amended by sec. 4211(a)(2) and (3) of the1987 Amendments: 
"Omnibus Budget Reconciliation Act 'of 1987" 

Section 4211(a)(2) arid (3) of the 'jOmnibus (P.L. 100-203), sec. 411(1)(6XE) of the "~edicare 

Budget Reconcilia tion Act of 1987," as ,corrected Catastrophic Coverage Act of 1988" (P.L. 

by section 41l(l)(6)(E) of the "OBRA Technical 100-360), sec. 8433 of the "Technical and Miscel. 

Corrections" subtitle of the "Medica're Cata· '\aneous Revenue Act of 1988" (P,L. 100-647).


I 
r,17,409] ADJUSTMENT ~N PAYMENT FOR INPATIENT ~ 


HOSPIT AL SERVICES FURNISHED BY DISPROPORTIONATE SHARE HOS­
I I ' PITALS., ' . 


, ' (~2 U.S.C. § 1396r-4] , , 


Sec. 1923. (a) IMPLEMENTATION OF REQUIREMENT.­

(1) A State plan under thisl title shall not be considered to' m~et the requirement of 
section 1902(a)(13)(A) (insofar as it requires payments to hospitals to take into account the 
sit~ation of hospitals which serv, a disproportionate number of low income patients with 
special needs), as of July 1. 1~. unless the State has submitted to the Secretary, by not 
later than such date. an amendment to such plan that­

, I .' 
(A) specifically defines ~he hospitals so describ:ed (and includes in such definition 

any disproportionate share !hospital described in subsection (b)( 1) which meets the 
requirements,of subsection (d», and' , ' . , 

(B) provides; effective 'rbr inpatient hospital services provided not later than July 
1, 1988, for an appropriate increase in the rate or amount of payment for such services 
provided by such hospitals, consistent with subsection (c).' , 

(Z)(A) In order to be cohsidered to have met such requirement of section 
1902(aXI3)(A) as of July 1, 1989.1the State must submit to the Secretary by not later than 
April I. 1989, the State plan: amendment described in paragraph" (1), consistent with 
subsection (c). effective for inpatient hospital services provided-onor after July 1, 1989. '/ 

(B) In order to be considered ~ohave met such require~ent of section 1902(a)(13)(A) as ) 
'of July I, 1m, the State must submit to the Secretary by not later than April I, 1m, the . 
State plan amendment described lin paragraph (1), consistent with 'subsections (c) and (0, ' 
effective for inpatient services provided on or after July I, 1990. ' 

(C) If a State plan under thisltitle 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 reqtl'irement of section 1902(aX13XA) as of July 1. 1989, the 
State must submit to the SecretarY by not later than April I, 1989; a State plan amendment 
that provides, in the case of hOspi... defined by the State as disproportionate share 
hospitals under paragraph (1X~). for an outlier ,adjustment in payment amounts for 
medicidly necessary inpatient hospital services provided on or after July I, 1989, involving 
exceptionally high costs or exceptionally long lengths of stay for individuals under one year 
of age. . ~,.' 

(3) The Secretary shall, not later than, 90 days after the date, a State submits an 
, amendment under this subsection, revieW each such amendment for'tompJiance with such 

requirement' and by such date shall approve or disapprove each such amendment. If the 

§ 1923(a) ,. 17,409 Medicare and Medicaid Guide 
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Secretary di;proves such an amendlent. the State shall immediat~ly submit a revised 
amendment which meets such requirem~nt.

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

1993 Amendments: 411(k)(6) of the "OBRA Technical Corrections" I 
Section 13621(a)(1)(A) of the "Omnibus Budget subtitle of the'''Medicare Catastrophic Coverage 

Reconciliation Act of 1993," effective as provided Act of 1988," and section 600(d)(15)(C) (OBRA 
in section 13621(a)(2) of these Amendments ~t 1987 technical corrections subsection) of the 
~ 17.810, deleted- ."requi,~ement" in s,~bsecti6n "family Support A'ct of 1988," effective Decem­
(a)(I)(A) and subsututed requ1rements . I ber 22,1987, added section 1923(a).· 
1991 Amendments: 

Section 3(b )(2)(A)(i) of the "Medicaid Hlatory: 
Voluntary Contribution and Provider-Specific 
Tax Amendments of 1991," effective as provided Sec. 4112 of the "Omnibus Budget Reconcilia­

. in section 3(e) of these Amendments at n17.806. tion Act of 1987" (P.L. 100-203). as amended by
substituted "subsections (c) and (0," for "subset. - sees. 302(b)(2) and 411(k)(6) of the "Medicare 
tion (c)," in subsection (a)(2)(B). 

Catastrophic Coverage Act of 1988" (P.IJ. 
19sa Amendments: 100-360), sec. 600(d)(IS)(C) (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. 1(0485), and sec. 3(b)(2)(A)(i)'

1988. added new subparagraph (C) to suDsecti6n oi the "Medicaid Voluntary Contribution and 

~ (a)(2). I Provider-Specific Tax Amendments of 1991" 

1~87 Amendments: (P.L. 102-234), sec. 1362l(a)(I)(A) of the·"Omni. 


Section 4112 of the "Omnibus Budget Reconcil· . bus Budget Reconciliation Act. of 1993" (P.L. 

iation Act of 1987," as corrected by section 103-(6). 

['17,410) [Hospitals Deemed Disproportionate Shai'ej 

[42 U.SjC. § 1396t:-4} . 

Sec. 1923. (b) HOSPITALS DEEMED DISPROPORTIONATE SHARE.­

(1) For purposes of subsection (aX1), a hospital which meets the requirements of 
subsection (d) is deemed to be a disproportionate share hospital if- . 

(A) the hospital's medicaid inp~tient utilization rate <as defined in paragraph (2» 
is at least one standard deviation above the mean medicaid inpatient utilization rate 
for hospitals receiving medicaid pa~ments in the.State; or . ' 

(B) the hospital's low.income utilization rate (as defined in paragraph (3» exceeds 
ZS percent. '. I 
(2) For purposes of paragraph (l)(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 attributable to patients who (for such days) were 
eligible fol' 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 inl the. hospital, whether or not the individual is in a 
specializeQ ward and whether or not the individual remains in the hospital for lack of 
suitable placement elsewhere. I .' . 

(3) For purposes of paragraph (l)(B). the term "low.income utilization rate" means, for 
a hospital, the sum of­

(A) the fraction (expressed as a percentage)- . 

(i) the numerator of which is the sum (for a period) of (I) the total revenues 
paid the hospital for patient ~rvices 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 . I \ ' 

(ii) the denominator of wnich is the total amount of revenues of the hospital 
for patient services (including the amount of such cash subsidies) in the period; 
and " 

Clt9S, CoIiuDen:e C1eannl HoUle., Inc.4ff 17,410 § 1923(b) 
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(B) a fraction (Jpressed as a percentage)­

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

(ij) the denJminator of which is the total amount' of the hospital's charges for 
. inpatient hOSPit~1 services in the hospital in the period. 

The numerator under suoparagraph (B)(i) shall not include contractual allowances and 
discounts (other than for indigent patients not eligible for medical assistJlnce under, a State 
plan approved under this thle). 

. (4) The Secretary rrlay not restrict a State's authority 'to designate hospitals as 
disproportionate share ho'spitals under this section. The previous sentence shall not be 
construed to affect the adthority of the Secretary to reduce payments pursuant to section 
1903(w)(1)(A)(iii) if the SJcretary determines that, as a result of such designations, there is 
in effect a hold harmless ptovision described in section 1903(w)(4). 

1993 Amendmenta: ' , I 411(k)(6) of the "OBRA Technical Corrections" . 
Section 13621(a)(I)(B) of the "Omnibus Budget subtitle of the "Medicare Catastrophic Coverage 

Reconciliation Act of 1993," effettive as provided . Act of 1988" and section 6(l3(d)(26)(D) (technical 
in section 13621(a)(2) of these IAmendments at 
~ 17,810, deleted "requirement/' in subsection 
(b)(l) and substituted "requirements", . . 

1991 Amendment&: I . 
Section 3(c) of the "Medicaid Voluntary Contri. 

bution and Provider·Specific TiI.~ Amendments of 
1991." effective as provided iri section 3(e) of 
these Amendments at ff 17,806, ~dded new para­
graph (4). I 
1990 Amendmenta: 

Section 4702 of the "Omnibus :Budget Reconcii· 
ia,tion Act of 1990," effective July I, 1990, added 
the sentence beginning "In this paragraph, the 
term 'inpatient day' includes. ." to the end of 
paragraph (2). 

1981 Amendment&: 

Section 4112 of the "Omnibus 'Budget Reconcil· 

corrections subsection) of the "Family Support 

Act of 1988," effective December 22. 1987 added 

section 1923(b). ' , 


Hiatory: 

Sec. 4112 of the "Omnibus Budget Reconcilia· 
tion Act of 1987" (P,L; 100-203), as amended by 
sec. 411(k)(6) of the '~Medicare Catastrophic Cov. 
erage Act of 1988" (P.L. 100-360), sec: 
6al(d)(26)(D) of the "Fa~iiy Suppon 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 CQntribution and Provider.Specific 
Tax Amendments of 1991" (P.L. 102.234), sec.. 

, 13621(a)( 1 )(B) of the "Omnibus Budget Reconcili. 
iation Act of 1987," as correhed by section ation A<;t or 1993" (P.L. 103-(6). 

[117,411] j [Payment Adjustment] 

[42 U.S.C. § 1396r-4l 
Sec. 1923. (c) PAYMENT ADJUSTMENT.-Subject to subsections (0 and (g) in order to be 

consistent with this subsectionl a payment adjustment for a disproportionate share hospital must 
either- ' I' 

(1) be in an amount equal to at least the product of (A) the amount paid under the 
State plan to the hospi~l for operating costs for inpatient hospital services (of the kind 
described in section 1886(a)(4», and (B) the hospital's disproportionate share adjustment 
percentage (established urtder section 1886(d)(S)(F)(iv»; 

I, . 
(2) provide for a minimum specified additional payment amount (or increased percent· 

age payment) and (withotit regard to whether the hospital is described in subparagraph (A) 
or (B) of subsection (b)(ll» 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 subsectionj(b)(2» exceeds one standard deviation above the mean medicaid 
inpatient utilization rat~ 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 midimum specified additional payment amount (or increased percent.· 
age payment) that varies according,to type of hospital under a methodology that­

(The next pal. ia 1289-1.) 

§ 1923(c) 117,411Medicare and Medicaid Guide 
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(A) appiies equaUy to lil hospitals OT each type; and 

(B) resul~ in an adjus1tment for each type of hospital that is reasonably related to 
the costs, volume, or prop\>rtion of services provided to patients eligible for medical 
assistance under a State pl~n approved under this title or to low-income patients. 

except that. for purposes of paraglraphS (l XB) and (2XA) of subsection (a), the payment 
adjustment for a disproportionate IShare hospital is consistent with this subsection if the 
appropriate increase in the rate or amount 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 (dX2)5AXi) (~elatjng to children's hospitals). in computing the hospital's 
disproportionate' share adjustment percentage for purposes of paragraph (1 XB) of this subsec. 
tion, the disproportionate patient P.ercentage (defined in section 1886ldX5XF)(vi» shall be 
computed by substituting for the frahion described in subclause (1) of such section the fraction 
described in subclause (II) of that section. If a State elects in a State plan amendment under 
subsection (a) to provide the paymefu 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 qtialifying for such a payment adjustment and the amount of 
such payment adjustment made for e~ch such hospital. I" 

1993 Am~dments: ' "\ 

Section 13621(b)(2)(A) of the "O.mnibus Budget 
Reconciliation Act of 1993," effective as\provided ' 
in, section 13621(b)(3) of these Amendpufnts at 
~ 17,810, deleted "subsection (0" and substituted 
"subsections (f) and (g)" at the beginni~g of sub­
section (c). 

1991 Amendments: 

Section 3(b)(2)(A)(ii) of the "Medicaid 
Voluntary Contribution and Provider;-Specific 
Tax Amendments of 1991," effective as provided 
in section 3(e) of these Amendments at ~ 17,806, 

( 	 substituted "Subject to subsection (0, ih order" 
for "In order" at the beginning of subsection (c). 

1990 Amendments: I 
Section 4703(c) of the "Omnibus Budget Recon· 

ciliation Act of 1990," effective as if included in 
the enactment of section 412(a)(2) of the' "Omni­
bus Budget Reconciliation Act of 1987 ,"Ii nserted 
"or the hospital's low-income utiliz.ation rate (as 
defined in paragraph (b)(3»" after "State~' in 
paragraph (2). I ­

Section 4703(a) of the "Omnibus Budget Recon­
ciliation Act of 1990," effective as if included in 
the enactment of section 412(a)(2) of the "Omni· 
bus Budget Reconciliation Act of 1987;" 

Deleted "or" from the en'd of paragraph (1), 

Added "or" to the end of paragraph (2). 

Added new paragraph (3). 

1987 Amendment&: 

Section 4112 of the "Omnibus Budget Reconcil­
iation Act of 1987," as corrected by section 
41l(kX6)(A) of the "OBRA Technical Correc­
tions" subtitle of the "Medicare Catastrophic 
Coverage Act of 1988" and sections 6<:e(d)(26)(A) 
and (E) (technical corrections subsection) of the 
"Family Support Act of 1988," effective Decem­
ber 22,1987, added section 1923(c).' 

History: 

Sec. 4112 of the "Omnibus Budget Reconcilia· 
tion Act of 1987" (P.L. 100.203), as amended by 
sec. 411 (k)(6)(A) of the "Medicare Catastrophic 
Coverage Act of 1988" (P.L. 100.360) and secs. 
6<:e(d)(26)(A) and (E) of the "Family Support Act 
of 1988" (P.L. 100(85). sec. 4703(a) and (c) of 
the "Omnibus Budget Reconciliation Act of 1990" 
(P.L. 10l·5~). and sec. 3(bX2)(A)(ii) of the 
"Medicaid Voluntary Contribution and Provider­
Specific Tax Amendments of 1991" (P.L. 
102.234), sec. 13621(b)(2XA) of the "Omnibus 
Budget Reconciliation Act of 1993" (P.L. 103-66). 

[111,4121 [Requirement to Qualify as Disproponionate·Share Hospital) 
I 

[42 U.S.C. § 1396r-41
I ' . 

Sec. 1923. (d) REQUIREMENTS TO QUWFY AS DISPROPORnONATE SHARE·HOSPITAL.­

(1) Except as provided in patagraph (2), no hospital may be defined or deemed as a 
disproportionate share hospital under aState 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 prbvide obstetric services to individuals who are entitled to 
medical assistance for such services! under such State plan. 

§ 1923(d} , 17,412 
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I ' " \ 
i 2)(A) Paragraph \ 1) shall not apply to a nospital­

(i) the inpatients of which are\predominantJY individuals under 18 years of age; or 

(ij) which does not offer nonemergency obstetric services to, the general population 
as of the date of the enactment of t!his Act. i . . 

(8) 'In the case of a hospitallocatJd in a rural area (as defined for purposes of .section 
1886. in paragraph (1) the term "obstetrician" includes any physician with staif pr'ivileges 
at the hospital to periorm nonemergency obstetric procedures, 

(3) No hospital may be defined or ~eemed as a disproportionate share hospital under a 
State plan under this title or under su~section (b) or Ie) of this section unless the hospital 
has a medicaid inpatient utilization ratle (as defined in subsection (b)(2» of not less than 1 
percent. 

1993 Amendmenu: 
Section 1362l(aXIXC) of the "Omnibus Budget 

Reconciliation Act of 1993," effective as provided 
in section 13621(aX2) of these Amendments ~t 
~ 17,810, deleted "REQUIREMENT" in the headi~g 
to subsection (d) and substituted "REQUIRE. 

>.fENTS", _ ,,' I 
Section 13621(a)(1)(D) of the "Omnibus 

Budget Reconciliation Act of 1993," eifective ~s 
provided in section, 13621(aX2) of these Amen~. 
ments at ~ 17,810, inserted new paragraph (3) at 
the end of subsection (d). I 
1987 Amendmenu: I, 

Section 4112 of the "Omnibus Budget Reconcil­
iation Act of 1987." as corrected by section 

\, 

,17,412 § 1923(d) 

. I 

4i Hk)(6)(B) of the "OBRA Technical Correc. 
tions" subtitle of the "Medicare Catastrophic 
Coverage Act of 1988" and section 6(lg(d)(26)(F) 
(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
lion Act of 1987" (P.L. 100-203), as amended bv 
sec. 41HkX6XB) of the "Medicare Catastrophic 
Coverage Act of 1988" (P.L. 100-360) and sec. 
6()3(d)(26)(F) of the "Family Suppon Act of 
1988" (P.L. 100-485). sec. 1362l(aXIXC) and to) 
of the "Omnibus Budget Reconciliation Act of 
1993" (P.L. 103-(6). 

Ie1993. Commerce Cleari.al Houae, Inc. 
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[,1},4131 	 USpeciai RuleJ ' 
I 

[42 U.S.C. § 1396r-4j 

. Sec. 1923. (e) SPECIAL RULE.-{ 1) AIState plan shall be considered to meet the requirement 
of section 1902(a)(13)(A) (insofar as it requires payments to hospitals to take into account the 
situation of hospitals which serve a disprOportionate number of low income patients with special 
needs) without regard to the requirem~nt oi subSection (a) if (AXi) the plan provided for 
payment adjustments based on a poolirtg arrangement involving a majority of the hospitals 
participating under the plan for disproportionate share hospitals as of January 1, 1984, or ~ii) the 
plan as of January 1, 1987. provided Cdr payment adjustments' based on a statewide pooling 
arrangement involving all acute care hospitals and the arrangement provides [or reimbursement 
of the total amount of uncompensat.ed fare provided by each participati~g h~spital, (B) the 
aggregate amount of the payment adjustments under the plan for such hospItals IS not less than 
the aggregate amount of such adjustments otherwise required to be made under such subsection, 
and (C),the plan meets the requirement l'of subsection (d)(3) and such payment adjustments are 
made consistent with the last sentence of subsection (c), 

(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 sUb*ctions (b) and (c) (other than the last sentence of 
subsection (c» shall not apply if the aggregate amount of the payment adjustments under 
the plan for disproportionate sharel hospitals (as defined under the State plan) is not less 
than the aggregate amount of payment adjustments otherwise required to be made if such 
subsections applied. . I, . 

(B) subsection (d)(2)(B) shall apply to hospitals located in urban areas, as well as in 

r rrural areas, I / . ,'" 
, (C) subsection (d)(3) shall apply, and 

(D) subsection (g) shall apply, 

1993 Amendmenta: Added at the end new subparagraph (0), 

Section 13621(aXIXE) of the "Omnibus Budget 1990 Amendmenta: 
Reconciliation Act of 1993." effective as p~ovided Prior to amendment by section 4703(b) of .thein section 13621(aXZ) of these Amendments at "Omnibus Budget Reconciliation Act of 1990,"
~ 17,810. in subsection (eXt): effective as if included in the enactment of section 

Deleted "and" before "(8)", 412(aX2) of the "Omnibus Budget Reconciliation 
Act of 1987," the introductory matter in para·Inserted before the period at the end ", and (C) graph (2) read as follows:the plan meets the requirement of sub'section 

(dX3) and such payment ~djustments ar~ made "(2) In the case of a State that used a health 
consistent with the last sentence oi sutjsection insuring organization before January 1. 1986. to 
(c)n, I administer a portion of its plan on a state·wide 

basis. during the 3-year period beginnin~ on JulySection 1362l(aXIXF) of the "Omnibus :Budget I, 1988-"Reconciliation Act of 1993,"'effective as ptovided 
in section 13621(aXZ) of these Amendm~nts at 1989 Amendm~nta: 

" 

) ~ 17,810, in subsection (eXZ): . I Section 64l1(c) ofthe "Omnibus Budget Recon­
Insened "(other than the last sentence of sub. . ciliation Act of 1989." effective December 19,

1989: 	 .section (c»" after "(c)" in subparagraph (1)' 

Deleted "and" at the end of subparagraph (A), Added "(A)(i)" after ,"without regard to the 
requirement of subsection (a) if',Deleted the period at the end of subpa;agraph 

. (B) and inserted ", and". I Added "or (ii) the plan as of January 1, 1987, 
provided for payment adjustments " . provided Added at the end new subparagraph (C). by each participating hospital, and (B)" after 

Section 13621(b)(2XB) of the "OmnibuslBudget "January I, 1984," in subsection (eX1), 
Reconciliation Act of 1993," effective as provided 1987 Amendment-.: 	

( 

in section 13621(b)(3) of these' Amendrrtents at 
U17,810, in subsection (eXZ) (as amended/bY sub­ Section 4112 of the "Omnibus Budget Reconcil· 
section (a)(I)(F»: iation Act. of 1981"~ as corrected by section 

411(kX6) of the "OBRA Technical Corrections" Deleted "and" at the end of subparagraph (B), . subtitle of the "Medicare Catastrophic Coverage , 
Deleted the period at the end of subpa~agraph Act of 1988" and section 6(l!(,d)(26)(C) (technical 

(C) and insened n, and", corrections subsection) of the "Family Support 

§ 1923(8) ,17,413Medicare and Medicaid Quide 
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.~ct of 1988." effective Decemoer 22. !~7. addl \988" (P.L. lC048S). sec. 64tHc) oi the "Omni. 
section 1923(e). bus Budget Reconciiiation Act oi 1989" (P.L. 

101·239), sec. 4703(b) of the "Omnibus BudgetHiltory: Reconciliation Act of 1990" (P.L. lOI·5a:!), secs. 
Sec. 4112 of the "Omnibus Budget Reconcilia· I 362l(a)( 1)(E) and (F) and 13621(b)(2)(B) of the 

tion Act of 1987" (P.L. 1~203). as amended tjv "Omnibus Budget Reconciliation Act of 1993" 
sec.411(k)(6) of the"Medicare Catastrophic Coy. (P.L. 103-(6); 
erage Act oj 1988" (P.L. 100(360) and sec. 
608(d)(26)(C) of the "Family Support Act bf. . ) 

. [1 17,413A1 [Restrictions on Aggrjgate Payment Adjustments1 
. [42 U.J.C. § 1396r-4( , . 

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

CERTAIN LIMITS.- " 

~. (1) IN GENERAL.­

(A) APPLICATION OF STATE·SPE€1FIC LIMm.-':'Except as provided in subparagraph 
(D), payment under section 1903(a) shall not be made with respect to any payment 
adjustment made under this seclioh for hospitals in a State (as defined in paragraph 
(4)(8» for quarters-I . 

(0 in fiscal year 1992 (beginning on or after January I, 1992), unless- . 

(I) the payment adjJstments are made­

(a) in accordance wi~h the Slate pian in effect or amendments submitted 
to the Secretary by September 30. 1991. '. 

(b) in accordance wiih the State plan in effect or amendmenl~ submitted 
to the Secretary by Norember 26, 1991, or modification thereof. if the' 
amendment designates only disproportionate share hospitals\with a medicaid 
or low·income utilization' percentage at or above the Statewide arithmetic 
mean. or I . . 

(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 

I 
(II) the payment adjustments are the minimum adjustments required in 

order to meet the requirements of subsection (c)(l); or 
I 

(ii) jn a subsequent fiscal year. to the extent that the ,total of such payment 
adjustments exceeds the State disproportionaJ,e share hospital (in this subsection. 
referred to as 'DSH') allotmen't for the year (as specified in paragraph (2». . .... 

(B) NATIONAL OSH PAYMENT L1MlT.-The national DSH payment limit for a fiscal 
year is equal to 12 percent of the total amount of expenditores under State plans under 
this title for medical assistance durg the fiscal year. . , . 

(C) PUBLICATION OF STATE OSH ALLOTMENTS AND NATIONAL DSH PAYMENT LIMIT.­
Before the beginning of each fiscal :year (begio.ning with fiscal year 1993), the Secretary 
shall, consistent with section 1903(~), estimate and publish­

(I) the national DSH pa~ent limit for the fiscal year. and 

(ii) the State DSH ~Ilotm'ent for each State for the year, 

(D) CONDmONAL EXCEmON ~OR CERTAIN STATES.-Subject to subparagraph (E). 
beginning with payments for quahers beginning on or after Janliary 1. 1996. and at 
the option of a State, subparagraph (A) shaU not apply in the case of a State which 
defines a hospital as a disproportionate share hospital under subsection (a)(l) only if 
the hospital meets any of the follo*ing requirements: . 

! 
. (i) The hospital's medicaid inpatient utilization rate (as defined in subsection 

(b)(2» is at or above the rnean medicaid inpatient utilization rate for all hospitals 
in the State: I· ' 

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

,17,413A § 1923(f) CI993, Commen:e Clearing HOWIe. Inc. 
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(iii) The number oi Jpatlent days of the hospital attributable to patients who 
(for such days) were eligible ior medical assistance under the State plan is equal to 
at least I percent of the total number of such days for aU hospitals in the State. 

(iv) The hospital me~ts such alternative requirements as the Secretary may I 

establish by regulation. ta~ing into account the special circumstances of children's '-~ 
hospitals. hospitals located in rural areas. and sole community hospitals. 

(E) CONDmON FOR OPTIoJ.-,-The option specified in subparagraph (D) shall not 
apply for payments for.a quart1er beginning before the da~e of enactment of legislation 
establishing a limit on paymen't adjustments under this section which would apply in 

. the case of a state exercising such option. .
'-, I 

(2) DETERMINATION OF STATE DSH ALLOTMENTS.- , 

(A) IN GENERAL,-Su\jjec~ to subparagraph (B), the State DSH allotment. for a 
fiscal year is equal to the State IDSH allotment for the previous fiscal year (or. for fiscal 
year 1993, the State base allourlent as defined in paragraph (4){C», increased by­

(i) the State growth fJctor (as defined in paragraph (4){E» for the fiscal year, 

and (H) tne State sUPPleJental amount for the fiscal 'year (as determined under 
paragraph (3». 

(B) EXCEPTIONS.­

(i) LIMIT TO 12 PERCENT OR BASE ALLOTIdENT.-A State DSH allotment under 
subparagraph (A) for a fis~al year shall not exceed 12 percent of the total amount 
of expenditures under the State plan Jor medical assistance during the fiscal year, 
except that, in the case of ~ high DSH State (as defined in paragraph (4){A», the 
State DSH allotment shall equal the State based allotment. 

(ii) EXCEmON FOR ~IMUM REQUIRED ADJuSTMENT.-No State DSH allot­
ment shall be less than the-l minimum amount of payment adjustments the State is 
required to make in the fiscal year to meet the requirements of subsection (cXl). 

(3) STATE SUPPLEMENTAL AMO$-rs.-The Sec.retary shall determine a supplemental 
am~unt for each State that is not a htgh DSH State for a (iscal year as follows: 

(A) DETERMINATION OF REDISTRIBUTION POOL.::-The Secretary shall subtract from 
the national DSH payment limi't (specified in paragraph (l){B» for th'e fiscal year the 
following: . -. I '. . . . 

(i) the total of the State base allotments for high DSH States;
I . 

. (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 allotments) for all States other than 
high DSH States; I. .... 

(iii) the total of the State growth amounts for aU States other than high DSH 
States for the fiscal years; lad ',' 

(iv) the.tptal addition. to State DSH allotments theSecre~ary estimates ~ll 
be attributable to paragraph (2XBXii). \

I . 
(B) DISTRIBUTION OF POOL BASED ON .TOTAL MEDICAID EXPENDITURES FOR MEDICAL 

ASSISTANCE.-The supplemental amount for a State for a fiscal year .is equal to the 
Jesser of­

,I 
(i) theproouct of the amount determined under subparagraph (A) and the 

ratio of­
, ' 

. (0 the total amount of expenditures made undertheSta~e plan under 
this title for medical aSsistance during the fiscal year, to 

,/. (II) the total amo~nt of expenditures made under the State plans under 
thiS title for medical a~istance during the fiscal year for all States which are 
not high DSH States in the fiscal year. or 

(ii) the amount that Jould raise the State DSH· allotment to the maximum 
permitted under paragraph (2){B). 

,11923(f) 1TJ7,413AMedicare and Medicaid Gui&t 
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, (4) OEFINTIONS.-In this subsection: 

(A) HIGH OSH STATE.-The thm "high DSH State': means, for a fiscal year, a State 
for which the State base allotment 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. I " 

(B) STATE.-The term "State" means only ,the 50 States and the District of 
Columbia but does not include Iany State whose entire program under this title is 
operated under a waiver granted under section 1115. 

) , 

(C) STATE BASE ALLOTMENjf.-The term "State base allotment" means. with 
respect to a State. the greater oiT ' 

(i) the total amount pf payment adjustments made under subsection (c) 
under the State plan du~ing fiscal year 1992 (excluding any such payment 
adjustments for which a reduction may be made under paragraph (lXAXi», or 

(ii) $1,000,000. I . 
The amount under clause (i) sh.aU be determined by the Secretary and shall include 
only payment adjustments described in paragraph (1 XAXiXn. 

, I 
(0) STATE GROwm AMOUNT.-The term "State growth amount" means. with 

respect to a State for a fiscal yeat, the lesser of- ,
I 

(i) the product of the State 'growth factor and the State DSH payment limit 
for the~previous fiscal year, :or 

(ii) the amount by which 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 DSH allotment for the previous fiscal year. 

,(E) STATE GROwm FAcroR.~The term "State growth factor" me~ns. for a State 
for a fiscal year, the percentage by which the expenditures described in section 1903(a) 
in the State in the fiscal year exteed such expenditures in the previous fiscal year. 

,1911 Amendmenu: I',HWory: , 

Subsection (0 was added by-section 3(b)(1) of Sec. 3(b)(l) of the "Medicaid Voluntary Contri· 
the "Medicaid, Voluntary Contribution and' Pro- bution and Provider-Specific: Tax Amendments of 
vider·Specific Tax Amendments of 1991," ~ffec. 1991" (P.L. 102.234). 
tive as provided in section 3(e) of these ' 
Amendments at V17.~. I \ 

[,17,413B] [Limitations on Payment Adjustments]
I 

[42 p.S.c.~ § 1396r-4J 

, Sec. 1923. (g) LIMIT ON AMOUNT OF~A~ TO HosPrrAL . .,..- , 


(1) AMOUNT OF .WJUSTMENT SUBJECT TO UNCOMPENSATED COSTS.:­

, (A) IN GENERAL.-A payhtent adjustment d~ring a fiscal year shall not be 
considered to be consistent withlsubsection (c) with respect to'a hospital if the payment 
adjustment exceeds the costs incurred during the 'year of furnishing hospital services 
(as determined by the Secreta'1f and net of payments under this title, other than under 
this section, and by uninsured patients) 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 pany cOverage) for services provided during the year. For' 
purposes of the preceding sente~ce, 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 sourcelof third party payment. 

(B) LlMlT TO PUBUC HOSPITALS DURING TRANsmON PERIOD.-With respect to 
payment adjustments during ~ 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 
instrumentality or a unit of government within a State). 

-- ' I" 
J (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 adjusttnents is applied to such hospitals as the Secretary 
considers appropriate. 

ellts. Commerce Clearing HOWIe, Inc. 
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MEM;0RANDUM 

TO: Jaclc: Ebe1er 

FROM: National Association of Public Hospitals 
National Association of Childreh's Hospitals 

DATE: November 21, 1995 

RE: Medicaid and Medicare BUdgj Proposals 

As President Clinton prepares to IespoL to the reconciliation bill approved by Congress, and. 
to develop alternatives, the National Associatidn of Public Hospitals (NAPH) and the National 

HI 

--n:..c.,..k, '10.... c,.. tl. ~ 

Li-f'\. <k.~ -L 

.3~~OO (p~ 

. 
Association of Children"s Hospitals (NACH) ate concerned about the need to provide strong 
protections for America's metropolitan area satety net health systems. NAM and NACH continue to 
be deeply concerned about the impact of signi~cant Medicaid reductions on safety net providers and 
the patients and communities they serve. While we agree that the rate of future increase in. the 
Medicaid program can be restrained, we beli~e there is potential for any significant savings to cut 
too deeply and damage the infrastructure of otir nation's health system in manymetropolitan areas. 
(See attached New England Journal editorial flom last week.) 

. I 
Thank you again for meeting with us this morning. As noted, we continue to support your 

effurts to preserve current entitlements and cohstrain costs through use of per capita caps. The 
purpose of this memo is to summarize the priftcipal additional concerns we discussed and. to suggest 
some ways in which those concerns can be adliressed in any future compromise legislation, 

. 1. Meditaid Disproportionate Share HLpital Payments

I 
A. Treatment of Current Level of DSH Payments 

I 
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 un.insured and 
other low income populations. While a numtier of states have minimal DSH programs, others have 
come to rely on federal DSH revenues to .fun~ up to half of their entire Medicaid program. Thes.e 
states have been abetted by a provision in cuirent 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 saving~ could be achieved by reducing the level of current 
federal DSH spending. . I . 

However, as the President himself has indicated, this step cannot be taken without harming 
the highest volume safety net hospitals unIes~ the remaining DSH funds are targeted on such . 
providers. Simply reducing DSH funding fot all states across the board will not achieve this essential 
goal of targeting the remaining DSH funds./some "high DSH" states HAVB in fact allocated most of 
their DSH funds to hospitals meeting federal

l
statutory DSH standards (see B below). Any arbitrary 

across-the-board reduction in DSH would th¥s seriously disadvantage safety net providers in those 
states, which include California, Colorado, Georgia. Florida and Texas, among others. 

, --~ I 
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. It is our understanding that the Administration has considered adopting an approach that 
would simply cut DSH payments by 33% acrosk the board for all states. While this approach may 
appear to be a simple way 'to achieve significant savings, for the reasons noted above, NAPH and 
NACH are strongly opposed to'it. We recognii:e the political problems involved with attempting to 
reduce only those DSH payments that are beIDI spent inappropriately. There is great potential for, . 
damage t9 safety net hospitals, however, in any proposal that involves aCross-the-board cuts. 

I 
The Stenholm-Sabo substitute on the House floor reduced DSH funding but targeted , 

remaining revenues. ,DSH funds could be reoioved from the base and remaining funds targeted on 
the highest volume providers of care to the pobr. NAPH and NACH support this approach. Another 
alternative that could avoid at least some of th~ political problems would be to per:init states to choose 
between a fiat 33% reduction in DSH funding/or 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 optu?n 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. Undei either 
alternative, states should be required to target/remaining funds on high volume DSH providers. 

B. Criteria for Identifyiu DSH Providers for Targeting 

Current law includes criteria at sectiJn 1923(b)(1) for defining those DSH hospitals which we 
believe the states should be required to suppo~. This criteria could also be used in measuring the 
proportion of federal funds to be targeted. This approach, which was included in Stenholm-Sabo 
substitute, adopts (with minor changes) the dd'mition in the current Medicaid statute. It would single 
out for protection and continued DSH funding those general acute care hospitals with a "low income 
utilization factor" of at least 25%, and those bhildren's hospitals with a "Medicaid utilization factor" 
of at least 20% . 

2. . Expansion of DSIJ Payments to 01'Patient Care . ' 

In an earlier policy m~. the Administration requested advice on the possibility of extending 
DSH payments to cover oU1patient or ambul!tory care. While we would support expanding payments 
to include outpatient care·to current DSH prhviders (as in the SteDholm-Sabo substitute), NAPH and 
NACH cannot support expansion of these pdyments to additional providers in the context of a 
proposed reduction in the cUrrent level of sJch payments. 

Expansion of DSH to include additilnal outpatient'providers is theoretically attractive, if,the 
pool of available funds could be expanded. /For example, the ~pansion of DSH to FQHCs and IUral 
clinics might be explored if current cost-based FQ~C payments to such providers are also folded into' 
the DSH program. However, without ~ucl:i an expansion of DSH payments, the effect would be . 
simply to spread current (or reduced) DSH payments among a much broader number of providers. 



" 
NOV 21 '9503:24PM POWELL GOLDSTEIN 

Memo to Jack Ebeler 
November 21, 1995 
Page 3 

3. Treatment of DSH Payments Under :Managed Care . . . 

This has emerged as an important issue!in states w~~h have moved aggressively to develop 
Medicaid managed care programs under federal waivers. By permitting stares to fold DSH payments 
into premium payments•.those hospitals that ha{,e continued to serve low income 'Ullinsured patients 
are significantly damaged, even though the neea to serve such patients (and to provide other public 
health and community-wide services) continues! after implementation of the· managed care progtams. 
NAPH and NACH recommend that there be a tequirement 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 tol plans. The Senate proposal included such a 
methodology, but the final Hill reconciliation bill does not include such a provision. 

4. Repeal 01 1993 OBRA taps 

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 capsl excludes a number of expenses incurred by safety net 
hospitals in serving uninsured patients and providing outpatient care and community-wide public 
health services. If federal DSH spending is tb be reduced, and overall Medicaid spending to be 
capped, there is little further policy justificatipn for continuing to impose these caps on individual 
hospitals. If the goal is to give states tlexibility to implement a reduced and retargeted DSH program, 
these caps should be repealed. 

S. Expansion 01 Managed Care: ,Level Playing Field for Safety Net Providers 

NAPH and NACH recognize that bo~ the Congres$ and the Administration wish to expand 
.state flexibility to use managed care. We th~refore ask that certain minimal protections be adopted 
for traditional safety net providers. In panidwar, we request that a state be required to include 
managed care plans dcweloped or offered bylhigh 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 in~ntives. including technical assistance, to 
dcwelop such plans.)' 

6. ' Undocumented Immigrants 

, ~t is essen.tial that adequate federal tp.nding continue to be pro'lided for this population in 
those states with a significant volllIDe of undocumented, patients. The reconciliation bilI includes a 
supplemental pool of $3.5 billion in federal/funds targeted to the 15 states with the highest number of 
undocumented immigrants o'ler 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. IntergoTenllnental Transfers (lGTs) 

The Senate-passed reconciliation bill included a provision prohibiting states from shifting the 
burden of their state match requirements to loc~ governments without the consent of such 
governments. Under the Senate bill, states coilld not unilaterally mandate intergovernmental transfers 
(lOTs). The final reconciliation bill includes rio 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. ~el of Medicare DSH Spending 

The Congressional reconciiiation bill ~ignificant1y reduces the level of Medicare DSH 
spending, without targeting the remaining furu;ls on those hospitals with the greatest need. Coming on 
top of the other reductions in Medicare and Medicaid spending, these cuts--30% by FY 1999~-wlll 
significantly increase pressure on those hospithls that are the most reliant on Medicare and Medicaid 
payments to treat low income patients. Medi~are DSH payments should not be reduced.. If some 
reductions appear necessary,the very highestlvolume DSH hospitals should be exetnpted, at least for 
the first 3-4 years of the duration of the planned budget ~eal. 

9. Exdusion of DSH and GME paymLts from AAPCC Calculation 

Payments for DSH and GME are Jently included' in the caPitated rates paid to HMOs and 
MeOs. NAPH and NACH believe that thesb payments should be made directly to the providers that 
incur these costs, rather than to health plans ~nder both the Medicare and Medicaid programs. The 
CongresSional reconciliation bill does not address this problem. . 

10. Counting Managed Care Patients il Calculating Medieare.DSH 

. It is essential that Medicaid and low /income Medicare patients should be CC?unted in 
calculating the Medicare DSH adjustment, even if they are enrolled in a managed care plan. The 
purpose of the DSH adjustment is to provid~ support for the additional services often needed by low 
income patients (including the uninsured). These services will continue to be needed by all such 
patients whether or not some of a hospital's/IOW income patients are enrolled. in a managed care plan. 
Th~ Senate proposal would have required states to specify a method by which hospitals would be able . 
to identify managed care enrollees for pu~ses of qualifying and hilling Medicare and Medicaid DSH 
paymems, but the approved reconciliation blDI does not include the proYision. 

11. Managed Care Standards tor Access and Quality 
. . I 

The Congressional reconciliation bill includes few requirements for states that seek to enroll 
their Medicaid populations in managed car~ programs. The requirements are'strictly process-related; 
if states did choose to use managed care prbgrams, they must include in their MediGrant plans 
descriptions of actuarial methodologies and! information on state standards for certifying managed care 
organizations. NAPH and NACH believe that there must be eStablished substantive federal standards 
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governing acce&$ to, and the quality of. care provided 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.. I . 
12. 	 Medicaid Managed Care Standards for Children' 

I 	 . 
NAPH and NACH believe certain standards are required to protect children in a managed 

care environment. The. following provisions w/'ere included in the StenhoIm-Saba substitute and were 
offered in the Senate by Senator Paul Simon: 

• 	 Children with special health care needs would be exempt from mandatory enrollment 
in Medicaid managed care platl Children with special health care needs are dermed 
as an individual under the age ;of 19 who is: eligible for disability under Title 
XVI; is described in section S01(a)(1)(D); or is descnoed in 1902(e)(3). 

• 	 Children, including children ~th special health care neais, who ate enrolled 
in any type of managed care p'lan JDllst have access to appropriate pediatric 
providers who are trained andl experienced in the care delivery for which the 
child is referred. 

13. 	 GME Trust Fund 

Finally, NAPH ~ NACH both supJ¥ln the creation of the Dew GME trust fund included in 
the CongresSional budget bill, along with the IHouse's proposed Commission for determining how 
trust fund payments should be structured. 


