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DEPARTMENT OF HEALTH & HUMAN SERVICES 
Centers for Medicare & Medicaid Services 
7500 Security Boulevard, Mail Stop 52-26-12 
Baltimore, Maryland 21244-1850 

Center for Medicaid and State Operations, CMSO 

APR - 72010 
Lillian B. Koller, Esq.
 
Director, Department of Human Services
 
P.O. Box 339 
Honolulu, HI 96809-0339 

RE: Hawaii State Plan Amendment 09-002 

Dear Ms. Koller: 

We have reviewed the proposed amendment to Attachment 4.l9-A of your Medicaid State plan 
submitted under transmittal number 09-002. This amendment provides for disproportionate share 
hospital payments for the State fiscal year ending June 30, 2009. 

We conducted our review of your submittal according to the statutory requirements at sections 
1902(a)(13), 1902(a)(30), 1903(a), and 1923 of the Social Security Act and the implementing 
Federal regulations at 42 CFR 447 Subpart C. We are pleased to infonn you that Medicaid State 
plan amendment 09-002 is approved effective June 29, 2009. We are enclosing the HCFA-179 
and the amended plan pages. 

Ifyou have any questions, please call Mark Wong at (415) 744-3561. 

Cindy Mann 
rDirector 

Center for Medicaid and State Operations 

Enclosures 

cc:	 Kenny Fink, Administrator, MEDQUEST 
Ann Kinningham, Finance Officer, MEDQUEST 
Aileen Befitel, State Plan Coordinator, MEDQUEST 
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14. TITLE: 
DIR.BCTOR 

IS. DATE SUBMl1TED: 

lEPARTlotENT OF HEALT1f AND HUMAN SBilVICES PORM APPROVED 
iEALTH CAllE fINANCING ADMINISTRATION OMB NO. 093&·Cl193 

TRANSMfITAL AND NOTIa OF APPROVAL OF 
STATE PLAN MATERlAL 

1. TRANSMl1TAL NUMBER: 
09-002 

2. STATE 
HAWAII 

FOR: HEALTH CAB Jl'lNANCING ADMINIS'l'RATiON l. PROGRAM IDENI1PICAnON: 1TI1.E XIX OF THE 
SOCIAL SECUIUTY Ace (MEDICAID) 

MEDICAL ASSISTANCE 
TO: REGIONAL ADMINISTIlATOR 

HEALTIl CARE FINANCING ADMINISTRAnON 
DEPARTMENT OF HEAL11I AND HUMAN SERVICES 

4. PROPOSED EFFECTIVE DATE 
JUDll 29, 2009 

S. TYPE OF PLAN MATERIAL (Oed OM): 

o NEW STATE PLAN 0 AMENDMENT TO BE CONSIDERED AS NEW PLAN 181 AMENDMENT
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ATTACHMENT 4.19-A 

speclallzed ward and Whether or not the individual rema/nl in !he hOspital for lack 
of suitable placement el8ewhere. 

(4)	 "Uncompensated care cosll" means the cosI8 of providing care to the uninsured, 
IhortfaIJ In relmbul'l8ment of the cost of providing Inp8tlent and outp8t1ent 
services under the QUEST maneged care proglllm, and &ny .hOItfIIlI in 
reimbursement of the cost of providing Inpatient or outpatient ..rvlcel on a fee
for-88f'VIce beIiIlD Medicaid eligible petie... The StBt8 will adh.. to the 
OBRA'93 hoapilallpeclfic DSH Umils (42 USC 1396r-4(g» and \I net of any profit 
earned on fee..for-servlce or managed care reimbunl8ment "Shortfall" mean. 
the calt of providing service Iesl the payment received for the .-vice, either 
pursuant tID the ltate plen or PUl'SU8flt to the sectIOn 1115 WIIiver and is net of 
any profit eamed on fee..for-service or m&ll8ged em. reimbursement 

(5)	 "GoYemmentlll DSH Provider" meIInl a hospital meeting the leila in 
Parlgraph 2 (above) thet ill owned and operated by the H8W8il HeeIth Systems 
Corporation. 

B.	 pAYMENT ADJUSTMENT 

1.	 WIth rnpect.to ldate fiscal year 2009, all DSH providers (which do not Include 
Governmental DSH providers) wiI receive payments • fallon: 

8.	 For the first quarter, payments wlI be made from • pool of fund. In the 
amount of $4,538,382. The payment for each DSH provider nil be 
determined by a dlltrfbutlon formula thet i' baled on the following four 
factors: 

(i) Medicaid Inpatient fee-for·servIce uncovered coat (30%); 

(II) Medicaid outpatient fM.for...rv1c8 uncawnd cost (10%): 

(iii) Bad debt and charity (20%); and 

(iv) Case mix adjust8cl days (40%). 

The percentages applICable to each f8clor nlpreeent the portion of the 
pool to be distributed in accordance with the listed f8ct0r. For each 
portion of the poOl, each hospital"share will be baled on ita .har8 01 the 
1Dta1 for portions for each hOlP1ta1 and shall conetltuta ita payment 
amount. 

TN No. ~ 
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ATTACHMENT 4.19-A 

b.	 for ttle second, third lind fourth Qual18rl, J)8yments will be mlde from a 
pool of funds in the amount of $3,582,804. The payment tor each DSH 
provider shall be determined by the distribution formula set forth in 
paragraph 1.a. above. 

C.	 In no event shall the total paymentI to I DSH plOvkler under this 
paragraph 1 for state ftscaI yetIf 2009 ex~ the uncompenuted care 
costs of the provider. If the provider hal uncompensated care COltS (_ 
defined in paragraph A.4 above) 8ttribu18ble to ..... fiIc8I yelr 2009 thlt 
Ire Ie•• thll'l the lmount of the payments that would be INde to that 
provider pursuant to the formule. forth above (or to the redilbibution 
described in this sentence), the payments to th8t provider shall be 
redUCed to the emount of its uncompenuted care COIla attributable to 
at8te fiscal ~ 2009 Bnd 1M difference lhall be dlllrtbuted to ttle 
remalni'lg DSH providers in ec:con:Ience wIIh the t'ormul8 set forth above. 

2.	 With respect to state fiscal year 2009, governmental DSH provlderl wiR receive 
DSH payments _ foIlowa: 

I.	 For the firIt querter, peymenll will be mIlde from a pool of fundi In the 
8mount of $25.00. Ttle pool shall be dillributed to IICh quaIfyIng 
govemmenlll DSH hospital In proportion to blh8re of uncompensated 
cere COlt (81 dellned In paragraph A.4Ibove). 

b.	 For the second, third and fourth quarters, peynwnts will be made baed 
an IBCh qualifying government DSH hOlpl1ll'I uncomperuted care COlt 
(_ defined in paragraph A.4 above) tor Ihose qUinn. 

The fedef'81 sh.. of the DSH payments to government hoIpitall 
under this paragraph 2. when combined with the feder1IIthe.. of the 
DSH payments m8de to DSH hOlpitlill under J*llSlnlph 1 of 
5ection B., shall not exceed $10 million. 

3.	 No payment will be m8de to any hospital in excess of IIa totallnpatlent Ind 
outpatient hOlpitBl unc:ompenutld care coets. 

C.	 PAYMENT METHOp 

Payments torI.fiScal year 2009 will be made In • single installment within thirty (30) 
days after approvel of thillt8te plan amendment 

DSH plYmenis tor government DSH providers will be reconciled In eccordance with the 
methodology Mt torth in the ProtOCOl referred to in 8ection E. 

TN No. 
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ATTACHMENT 4.1SM 

D. SOURce OF DATA 

The calculatiOns to be made in determining the ptyment .moun" In 8CCOrdanc:e witt 
Section B.1. above shall be b8Ied on haspitlll reported dati for eech hoIpIWs current 
fisCal year concluded by June 30. 2009. The calculationllo be made in determining the 
payment amounts In accordance with Section B.2. above shalf be baled on hoepitel 
reportecJ data for 1M current year. 

E. COST PROTOCOl 

Uncompenllted cost of government DSH providers will be detennlned In IICCOJdance 
WIth the following Cost Protocol: 

GomnmtDt..Qwned HoIpItII 
UncomR!lll.tId Ca" COlt (UCC) Protocol 

tntrodyctlon 

This protocol directs the method that will be used to determine uncompensated care (UCe) payments to 
govemment~ hoepitall • 8110wed by this Section VIII (Disproportionate 8h1int Paymenla). 

Expenditures wiD· be determined according to costs reported on the hoapltlll' 2552 Medicant cost reports 
.. follows: 

WorbhtetA 

The hoepltal's trial blllanca of total expendltul'8S, by cost center. The primary groupings or COlt centers 
are: 

(I) overhead;
 
(il) routine;
 
(iii) ancUIary;
 
(Iv) oulpatient;
 
(v) other reimbursable: anet 
(vi) non-reimbul'l8ble. 

Worbheet A allo includes A.e recIassificatios (moving cost from one cost 08"* 10 another) end A-8 
adjUllmen1l (which can be incAIaIing or decrealing adjustmentllo COlt cantin). R....1llc81ion1 and 
adjustments ere made In accordance with Medicare reimbursement principles. 

TN No.
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ATTACHMENT 4J.19-A 

WorbheetB 

AIJocates overhead (originally identified as General8elvice Colt Centltr8, lin.. 1-24 of Worksheet A) to 
eI' other coet centers, Including the nolH1limbul'l8ble costs identified in lines 96 through 100. 

WorksheetC 

Computation of the coet-to-charge ratio for each cost center. Tlle totJIl cost for 8ICh COlt center it 
derived from WOfbheet B, after the overhead allocation. The bfal charge for e8Ctt COlt center Is 
determined from the hospitals records. The cost to charge ratios are uled In the Worksheet D aerieS to 
determine program costs. 

The govemmentally-operated hospitals (hospital) wDl utilize the Medicare cost report b determine 
uncompensated c:..costs described in the sut.quent instructions. The Ibove Medicare COIt-lD-c:harge 
ratio will be applied to the uncompensated Cllre population progrllm charges ID determine COlt. The cost 
will be reduced by aetu81 payments rec:elved to determine the hoIpltars uncompenllled C*'8 COlt Arty 
DSH payments to hOlP/talS by the State rel8ted to INI DSH cornpumtion will not be reftK1IId In the 
payment recelved to determine hospitals' uncompensated ceRl cost. Non-Medic8Id payments, funding 
and sublldies made by a state or unit of local government thall not be oft'Iet (e.g., state-only,locaI-onIy, 
or state-4ocaf health programs). 

For the purpose of utilizing the Medi<:8re cost report to determine uncompensated cere COI1a delcrlbed in 
1I1e subsequent instructions, 1he following terms and methodology are defined as follows: 

The term "filed Medicare coet report" refers to the cost report that is submitted by
 
the hospital to Medicare Fiecallntermedlary and Is due five month. after the end of
 
the hospital., fiscal year end period.
 

The term -finalized Medicare cost reporr refers to the cost report that Is MltIed by
 
the Medicare Fisc:8llntermediary with the issuance of Notice of Program
 
Reimbursement (NPR).
 

The ·Uncompensated care costs (UCC)" include. covered inpatient and outpatient I 
hospital services cost from the Medicaid Fee For S8rV1oe (Medicaid FFS). Medlceld 
QUEST Expanded (QEx), and Uninsured population, less payments received from 
Medic8ld FFS, QEx, and uninsured patients. 

INothing In this document shall be construed to ,llmNte or otherwise limit 8 Ihospital's right to pursue all adminiStrative and judicial review 1IV8i1able under the IMedicare program. My revision to the finaUzed Audit Report as a resuft of appeals.
 
reopening, or reconsideration shall be incorporated Into the fin8I determln8tlon. I
 

t 

! 
i 
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AITACHMENT ".1Q.A 

Plttnnl!!!Slon ofAim. Paymentl to coy"Uncompt!!lltld Cart Cotta euce) 
To detennine governmentally operated hospitals' (hospital) IIIowab1e UCC, the following steps must be 
taken to ensure Federal tinBncial participation (FFP): 

Annuli paym.nt 

ElICh hospital', 8flnual OSH payments will be baed on its filed Medicare cost reports for the spending 
year in which payments were made. 

The annual payment is based on the calculation of inpatient lind outpatient program COlts using the COlt 
center per diems and cost-to-charge r8tio8 derived from its filed Medicllre COlt report for the .rvice 
period. Days, charges, and payments for Medicaid FFS service8 originating from the provider's 
audltable records will be reconciled to MMIS paid claims records. Medicaid mlNlg8d care and 
uninsured days, charg8l. and paymentl will originD from the provIder'l audltable recoRil. 

For each Inpatient hospital routine cost center, I per diem Ie Cllcullllld by dividIng total CIOlfI of the COlt 
center (from ws B, part I, column 25) by total days of the cost center (from WI 8-3, Part I, column 6). For 
eech ancillary hospital cost center, a COlt to chllrge ratio is calculatlld by dividing the totII coat of the 
cost center (from ws B. Part I, column 25) by the tDtaI ch8rgII of the cost center (from WI C, Part I, 
column 8). The Adult and Pedl8tric (MP) routine per diem, In accord8nce with CMS-2552 workIheet ~ 
1, should be computed by including obIeMItlon bed days In the total A&P pdent d8y COWlt end 
excluding swing bed nursing fllcillty coals Bnd non-medICally necessary private room dittef'entMII COlt 
from the AlP costs. 

For inpatient UCC cost computation, each routine hospital cost centlt'l per diem Is multiplied by the COlt 
center's number of eligible UCC days, end each ancillary hoIpitaI cost center's COIt-~ ,. is 
multiplied by the COlt center's UCC-eligible inpatient ch8rges. ElIgible UCC days and chwges pertain 
only to the UCC populations and services and exclude any non-hospltall8Mces such 81 \ 

physician/practitioner profHsionalservlc:es. The sum of each cost c:enter'slnpatient hosp\tll UCC cost I
Is the hospital's inpatient UCC COlt prior to the application of peymentfrevenue orrsets. 

I
For outplltient UCC cost computation. 88Ch ancillary hospital COlt center's cost·~ ratio is !
 

multiplied by the cost center's Uce-eligible outpatient charges. BIgIbIe UCC charges pertain only to the
 
UCC populations and services as defined In the STCs and exclude any non-holpilal servIc8I such a \
 
physicianlpractitner professional servk;es. The sum of 88Ch cost center'1 outpatient hoepllal UCC COlt I
 
Ia the hoIpItal's outpattent UCC COlt prior to the application cA paymentIreVenue offsets. 

The QJSt computed abOve wUl be offset by aM applicable payments receiYed for the MedIcaid and 
uninsured services included in the UCC computation and thin reconciled to the interim quertarIy UCC I
payments made. f 

Payments that are made Independent of the claims proc:euing system for hospitaIl8Nices of which the t 
colt are included In the program costa described above, including peyments from managed care entities,
 
for serving QEx enrollees, will be Inciuded in the total program paymenti under this annuallnltl8l I
 
TN No. 2i:QQ2 
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ATTACHMENT <4.18-A 

reconciliation process. Non-Medicaid payments. funding and sublidia made by a .... or unit of local 
government will not be included in the total program payment offset. 

FIIIII Reconciliation Payment 

Each hospital'. annual DSH pe~t In a spending year win lIIIO be sublequently reconciled to ill 
finalized Medicare cost report for the respective cost reporting period. The hospital wUladjus" as 
necessary, the aggregate amount of UCC reported under the final reconciliation payment. If, at the end 
of the ftnaI nICOnCiliatlon procell, it is dnrmlned 1hat expendit1n8 claimed were overstated or 
understated, such overpayment or underpayment will be property Mpor18d to the federal govemment. 
The IM'l8 methodology detailed in the ann\l8l payment will be UMd for the fInaJ reconclllBtlon payment 
The final r&COnciHation payments ant b8Ied on the racalculBtion of prclgnwn costs using the cost cant.r'. 
per diem and COIt-to-c;harge rati08 from the finalized Medicare cost report for the seMc:e period. The 
hoapital will upda1B the program charges to include only paid d8imI frcm Medicaid FFS and QEx i1 
computing program costs for the reporting period. For the uninsured populetion, the hospital will updlle 
any paym.nt made by or on behalf of the uninsured. Days, charges. and pa)'l1'Mtnta for MedIc8ld FFS 
originating from the provider'. audltable records will be reconcited to MMIS paid claims recordI. 
Medicaid managed care and unlnlUl8d days, cha,... and payment Will origlnete from the provider'e 
8udl18ble record.. The hospital Will ntport InpltHtnt and outpItiInt UCC bleed on prognun dMi relIIl8d 
to medical eervlces th. 11'8 eligible for Federal tInInclal partIcIpetion far the uncompenl8t8d cere coati 
under this DSH process. 

The Inp8tient and outpatient costs computed above will be off1Iet by all applICable peyments receiVed tor 
the Medicaid and uninsured services induded in the UCC oompubltlon and then reconciled to the interim 
DSH payments. 

Payments that ere made independent of the claims processing IYJlem tor hosphl servicee of which the 
costa ere included in the program costs described ave, must be included In the toI8I pIOgrllfl'l 
payments under this final reconclIlIItIon proctII. Non-Medicllid payments, funding., and subllclln made 
by a state or unit of local government shall not be offlet. Federal ma1Ching funds I'INIY be cl81med far 
UCCs up to the hospitala' eligible uncompensated COlts II determined In this process. 

The final reconciliation described above Wilt be performed and completed within six months after the 
illuanca of ell of lI1e finalized gClvernment-owned hospital Medicant cost reports· from uch rupectlve 
fiacaI year. The Stat. is responsible to ensure the eccuracy of the DSH amounts ueed for "ra' 
claiming. 

If a hospital'. financl8l and cost reporting period does not coincide with the Medicaid SCBta plan period for 
which the DSH UCC cost is being computsd, the hospital'. cost win be computBd baled on its fun coil 
reporting period, as prescribed above, and then allocal8d pro rata to a Stat. plan p«Iod baud on the 
number of months covered by the financial or cost reporting period th8t.. included in the Medlclid StIte 
plan period. 
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OS Notification 

Statefl'itleIPlan Number: . Hawaii State Plan Amendment 09-002 

Type of Action:	 SPA Approval 

Effective Date of SPA: June 29,2009 

Required Date for State Notification: May 3,2010 

Fiscal Impact:	 $7.5M federal for FFY 2009 

Number of Services Provided by Enbanced Coverage, Benefits or Retained Enrollment: 0 

Number of Potential Newly Eligible People: 0 
or 
Eligibility Simplification: 

Provider Payment Increase or Decrease: Increase 

Delivery System Innovation: No 

Number of People Losing Medicaid Eligibility: 0 

Reduces Benefits: No 

Detail: This State Plan Amendment, effective June 29,2009, provides disproportionate share hospital 
payments to qualifying hospitals for state fiscal year ending June 30, 2009, using $7.5 million of Hawaii's FY 
2009 federal DSH allotment. DSH payment to each DSH hospital does not exceed the hospital's OBRA 
1993 uncompensated care cost limit. DSH payments to private hospitals will be funded by State Legislature 
appropriation from the State General Fund, while DSH payments to governmental hospitals will be funded by 
certified public expenditures. Appropriate cost protocol to support the governmental hospitals' certified 
public expenditure funding has been incorporated into the State plan. 

Other Considerations: We do not recommend the Secretary contact the Governor. 

Recovery Act Impact: We are not aware at this time ofany violations of the Recovery Act requirements, 
including political subdivision contribution percentage, eligibility maintenance ofeffort, prompt payment, 
and rainy day funds. The govemniental hospitals that are funding the non-federal share ofDSH payments 
with their certified public expenditures are state-owned and -operated hospitals and are therefore not 
considered political subdivisions. 

CMS Contacts:	 Mark Wong, NIRT, 415~744-3561 

Venesa Day, NIRT, 410-786-8281 
Tim Weidler, NIRT, 816-426-6429 
Janet Freeze, DRSF, 410-786-3247 
Kristin Fan, FMG, 410-786-4581 
Dianne Heffron, FMG, 410-786-3247 




