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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-INPATIENT HOSPITAL CARE 

Part V. Aggregate Limits to Inpatient Disproportionate Share. Outpatient Supplemental and 
Direct Medicat Education 

For the period January 14, 2007 through December 31, 2007, the Department shall distribute to 
providers that are eligible for direct medical education and/or disproportionate share payments, including 
outpatient supplemental, the aggregate annualized amount of $223.608 million, except any additional 
amount resulting from the Hospital Quality Incentive Pilot Program. 

For the period beginning January 1, 2008, the Department shall distribute to providers that are 
eligible for direct medical education and/or disproportionate share payments, including outpatient 
supplemental, the aggregate annualized amount of $228.08 million, except any additional amount 
resulting from the Hospital Quality Incentive Pilot Program. 

For State Fiscal Year 2009-2010, the Department shall distribute to providers that are eligible for 
direct medical education and/or inpatient disproportionate share and outpatient supplemental payments 
an aggregate annualized amount not to exceed $193.010 million, except any additional amount resulting 
from the Hospital Quality Incentive Pilot Program. 

For State Fiscal Year 2010-2011, the Department shall distribute to providers that are eligible for 
direct medical education and/or inpatient disproportionate share and outpatient supplemental payments 
an aggregate annualized amount of $287.832 million, as adjusted to reflect the reconciliation factor 
described in Part VI. 

For State Fiscal Year 2011-2012, the Department shall distribute to providers that are eligible for 
direct medical education and/or inpatient disproportionate share and outpatient supplemental payments 
an aggregate annualized amount of $270.740 million, as adjusted to reflect the reconciliation factor 
described in Part VI. 

For State Fiscal Year 2012-2013, the Department shall distribute to providers that are eligible for 
direct medical education and/or inpatient disproportionate share and outpatient supplemental payments 
an aggregate annualized amount of $270.740 million, as adjusted to reflect the reconciliation factor 
described in Part VI . 

TN# 12-032 
Supersedes 
TN# 11-024 DEC -6 2012 Approval Date--------Effective Date: October 1. 2012 



... 

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 
STATE: COM\tONWEAI.TH Of PENHSYLYANIA 
METHODS AND STANDARDS FOR ESTABLISHING PA)'!v'£NT RATES-INPATIENT HOSPITAL CARE 

Part VI. Disproporja~ale Share and Supplemenlal Payment Recondliatia~ 

(a) The following payments are subject to reconcillatla~ under this Part 
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Pege20b 

( 1) A portion of the inpatient disproportia~ate share paymenls and direct medical education payments made under Part I and Part V in a 
fiscal year, up to the amount specified in subsectia~ (~; 

(2) Medical Assistance Stabiity Payments; · 
(3) Madical Assistance Dependency Paymenls; 
(4) Medical Assistance Rellabilitation Adjuslmlrlt Payments; 
(5) Disproportionate Sllare Hospital Paymenls to Small and Sole Community Hospitals; 
(6) Enhanced Paymenls to Disproportionate Share Hospitals 

(b) The Department will determine if a payment reconciliation is needed as follows: 

(1) The Department wiU determine the amounl of funds from an approved provider assessment on icensed hospitals allocated at the 
beginning of the fiscal yem lor the following items: 

~) increased eJCpandilures for inpatient hospital services resulting from rebasing FFS ilpatient hospital rates and 
implementing a revised patient classification system based on APR DRGs; 

~i) increased capilated rates to MCOs for inpatient hospital services related to the rebasing of FFS inpatient 
hospital rates end the APR DRG classification system; 

Qii) additional funds to restor& inpatient DSH payments, outpatient supplemental payments, Medical Education 
payments and Community Access Fund paymenls 1o their FY 20091evels; and 

[IV) funds allocated for other purposes approved by the Seaetary of Nllic Welfare. 

(2) The Department wift estimate the amounts expended for each ilam In (b)(1) using annualized or actual expenditure data. 
(3) The Department will subtract Ole expended amounts in (bX2) from the allocated amounts in (bX1). If the result is less than 0, a 

reconciialion factor win be calculated. 

(c) The Department wil calculate a recondfiatia~ lector as follows: 

(1) The available funding amount listed in (Q will be adjlsted, as necessary, to renect any anticipated reduction to the assessment receipts 
from the approved statewide provider assessment on licensed hospitals. If no adjustment is necessary, lhe available funding amount 
listed in (Q wiH be used. 

(2) The amount of the difference determined in (b)(3) wil be subiJacted from the available funding amount determined in (cK1) to estabfish 
an aggregate adjusted amount for the payments listed In (a). 

(3) If a hospkal has reached its OBRA '93 hospital speciiic link due to payments received from (a) or (b)(1 )Q), Qi), or (Ill), any unspent 
amount lhat otherwise would have been paid to the hospital will be added to the amount in (c)(2) so that the total may equal but not 
exceed the available funding amount determined in (c)(1). 

(4) The amount calculated in (c)(3) will be divided by the amount in (Q to determine lle reconcifietion factor. 

(d) The reooociNatia~ factor from (cK4) will be applied 1o the payments identified 1o (a) lhat are made during that fiscal year ooless the Department is 
unable to make the edjuslmlrlt during the fiscal yem due il the timing of the payments. In that case, the payments for the subsequent fiscal year win 
be adjusted by the difference between the amounts from (Q and (c)(3). 

(e) The Department may make interim reconciliation adjustments to the payments listed in (a) at any time during the fiscal year .in accordance wi1111he 
method described in (c) and (d) above. A final reconciliation of the payments isted in (a) wil be made at the end of each fiscal year. 

(Q Available funding for payments identified in (a). 

(1) In State Fiscal Year 2010-2011,1he paymenls identified in subsection (a) of$319.218 milion ($126.508 million in State General Funds~ 
Of this amOIJlt, lhe portion attributable to the inpatient disproporlia~ate share payments and direct medical education payments in (a)(1) 
is $58.234 million ($22.818 million in State General Funds). 

(2) In State Fiscal Year 2011-2012. the paymenta identified in subsection (a) of $315.754 million ($141.868 mUiion in Slate General Funds). 
Of this amount the portion attributable to the inpatient disproportionate share payments end direct medical education payments in (a)(!) 
is $50.572 m~lion ($22.722 million in Stale General Funds). 

(3) In State Fiscal Year 2012-2013, lhe payments identified in subsection (a) a $315JM million ($144.263 million in State General Funds). 
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Of lhis &mOIJllthe portion attnbutable to the Inpatient dlsproportia~ate share payments and direct medical education payments in (a)(1) 
is $50.572 milion ($ 23.022 million in State General Funds). 
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Medical Assistance Stability Payments 

The Department will make supplemental payments to qualifying hospitals participating in the 
Medical Assistance (MA) Program. 

The Department will consider all acute care general hospitals enrolled in the MA Program as of 
July 1, 2010, that have submitted Fiscal Year (FY) 2007-2008 MA hospital cost report available to the 
Department as of July 2010 eligible for these supplemental payments. 

The Department will determine a per diem amount by dividing all Pennsylvania MA fee-for-service 
(FFS) days for all eligible hospitals into the amount allocated for these payments. Each qualifying 
hospital's annual payment amount will be equal to this per diem amount multiplied by the hospital's 
Pennsylvania MA FFS days using the FY 2007-2008 MA cost report data available to the Department as 
of July 2010. The Department will distribute quarterly payments to qualifying hospitals adjusted to reflect 
the total amount allocated per fiscal year for this payment. 

For FY 2012-2013, the Department will allocate an annualized amount of $151 .444 million ($ 
69.240 million in State General Funds) for these supplemental payments adjusted to reflect the 
reconciliation factor described in Part VI. 
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Medical Assistance Dependency Payments 

The Department will make supplemental payments to certain qualifying hospitals that are highly 
dependent upon Medical Assistance (MA) payment. 

To qualify for these supplemental payments, an acute care general hospital must provide at least 
50,000 fee-for-service (FFS) and managed care acute care days of inpatient care to Pennsylvania MA 
beneficiaries as identified in the Fiscal Year (FY) 2007-2008 MA cost report data available to the 
Department as of July 2010. 

The Department will determine a qualifying hospital's annual payment amount by multiplying the 
number of the hospital's Pennsylvania MA FFS acute care inpatient days, as identified in the FY 2007 • 
2008 MA cost report data available to the Department as of July 2010, by $230.00. The Department will 
distribute quarterly payments to qualifying hospitals adjusted to reflect the total amount allocated per 
fiscal year for this payment. 

For FY 2012-2013, the Department will allocate an annualized amount of $11 .564 million ($5.287 
million in State General Funds) for these supplemental payments adjusted to reflect the reconciliation 
factor described in Part VI. 
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Medical Assistance Rehabilitation Adjustment Payments 

The Department will make supplemental payments to freestanding rehabilitation hospitals 
enrolled in the MA Program as inpatient rehabilitation hospital providers as of July 1, 2010. 

The Department will calculate an annual payment amount for qualifying freestanding rehabilitation 
hospitals equal to 116% of the total inpatient fee-for-service MA amount paid to the hospital as reported in 
the Fiscal Year (FY) 2007-2008 MA cost report data available to the Department as of July 2010. The 
Department will distribute quarterly payments to qualifying hospitals adjusted to reflect the total amount 
allocated per fiscal year for this payment. The Department may adjust this payment amount to reflect the 
funding that is available for this payment. 

For FY 2012-2013, the Department will allocate an annualized amount of $18.619 million ($8.513 
million in State General Funds) for these supplemental payments adjusted to reflect the reconciliation 
factor described in Part VI. 
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Disproportionate Share Hospital Payments to Small and Sole Community Hospitals 

The Department will make an additional class of disproportionate share hospital (DSH) paymentS to 
qualifying small hospitals and sole community hospitals participating in the Medical Assistance (MA) Program. 

(a) The Department will consider a hospital eligible for this additional class of DSH payments if the 
hospital meets one of the following criteria: 

(1) As of July 1, 2010, the hospital meets the Medicare definition of a sole community hospital 
(42 CFR § 412.92). 

(2) As of July 1, 2010, the hospital only: 

(i) Received a DSH payment for hospitals that incur significant 
uncompensated care costs or that experience a high volume of inpatient cases, 
the cost of which exceeds twice the hospital's average cost per stay for all 
patients as provided In page 21b of Attachment 4.19A; andfor 

(ii) is scheduled to receive a DSH payment for hospitals that qualify as a trauma 
center for FY 2008-2009 as provided in page 21 c of Attachment 4 .19A. 

(3) The hospital has 150 set up/staffed hospital beds or less as reported on the hospital's FY 
2007-2008 MA hospital cost report available to the Department as of July 2010 and is 
identified by the Department as experiencing an estimated annual loss of over $1 .0 million 
when the MA Program moves to a revised hospital payment system effective July 1, 2010. 

(b) Hospitals eligible for this DSH payment will receive quarterly payments adjusted to reflect the 
aggregate amount equal to the payment amount determined using the following methodology: 

(1) Hospitals that meet the criteria in (1) will receive a payment of $200,000 annually 

(2) Hospitals that meet the criteria in (2) will receive a proportional amount of the remaining 
funds allocated to this payment after reducing the allocated amount by payments to be 
made under (b)(1) or (b)(3). A hospital's proportionate amount is determined by dividing 
the qualifying hospital's calculated DSH OBRA '931imit by the total celculated DSH OBRA 
'93 limits for all hospitals meeting the criteria for (a)(2). For purposes of this calculation, 
the hospitals' DSH OBRA '931imits will be those calculated using FY 2007-2008 MA cost 
report data available to the Department as of July 2010 as reduced by all MA payments 
the Department calculated the hospital to receive as of September 30, 2010. 

(3) Hospitals that meet the criteria In (3) will receive a payment equal to 40% of the hospital's 
calculated DSH OBRA '93 limit (as estimated using the FY 2007-2008 MA cost report data 
available to the Department as of July 201 0) as reduced by all MA payments the 
Department calculated the hospital to receive as of September 30, 2010. 

(4) Hospitals that meet the criteria in both (1) and (2); or both (1) and (3) will receive the sum 
of those two payment amounts. 

(5) In making these payments, the Department ensures that no acute care general hospital 
receives any DSH payment that is in excess of its hospital specific DSH upper payment 
limit and the Commonwealth does not exceed its aggregate annual DSH allotment. 

For FY 2012-2013, the Department will allocate an annualized amount of $58.893 million ($26.926 million in 
State General Funds) for this additional class of DSH payments adjusted to reflect the reconciliation factor described 
in Part VI. 
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Enhanced Payments to Certain Disproportionate Share Hospitals 

(A) The Department makes an enhanced fee-for-service (EFS) supplemental payment to Medical 
Assistance (MA) acute care general hospitals that: 

(1) Qualify for disproportionate share payments; 

(2) Have a FY 2007-2008 MA hospital cost report available to the Department as of July 201 0; 

(3) Have a percentage of MA EES and managed care outpatient chargers to total hospital 
outpatient charges greater than the statewide average percentage of such charges as determined 
using data from all FY 2007-2008 MA acute care general hospital cost reports available to the 
Department as of July 201 0; and 

(4) Do not receive an enhanced payment under page 4 of Attachment 4.198. 

'(B) The Department will calculate the enhanced payment amounts as follows: 

(1) The Department will identify all MA acute care hospitals that meet the conditions specified in 
(A) (1 )·(3) above. For each identified hospital, the Department will determine the ratio of the 
hospital's MA FFS and managed care outpatient revenue to the total MA outpatient revenue 
for all identified hospitals. The Department will then multiply each identified hospital's ratio by 
the sum of the outpatient FFS supplemental payments for FY 2008-2009 that were made to 
hospitals which were in operation as of July 1, 2010. 

(2) The Department will pay the amount determined in (8)(1) to a MA acute care hospital that 
qualifies under (A) above. 

For FY 2012-2013, the Department will allocate an annualized amount of $24.661 million 
($11 .275 million in State General Funds) for this enhanced payment adjusted to reflect the reconciliation 
factor described in Part VI. 
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