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DEPARTMENT OF HEALTH & HUMAN SERVICES 
Centers for Medicare & Medicaid Services 
7500 Security Boulevard, Mail Stop S3-14-28 
Baltimore, Maryland 21244-1850 

Financial Management Group 

Valerie A. Arkoosh, MD, MPH 
Acting Secretary of Human Services 
PA Department of Human Services 
Attn: Office of Medical Assistance Programs 
P.O. Box 2675 
Harrisburg, PA 17105-2675 

Reference:  TN 23-0001 

Dear Acting Secretary of Human Services: 

We have reviewed the proposed amendment to Attachment 4.19-A of your Medicaid State plan 
submitted under transmittal number (TN) 23-0001.  This amendment proposes to continue funding 
for qualified inpatient DSH and supplemental payments for qualified outpatient hospitals that 
participate in Medical Assistance (MA) programs. 

We conducted our review of your submittal according to the statutory requirements at sections 
1902(a)(2), 1902(a)(13), 1902(a)(30), and 1903(a) of the Social Security Act and the implementing 
Federal regulations at 42 CFR 447 Subpart C.   

This is to inform you that Medicaid State plan amendment PA-23-0001 is approved effective 
February 19, 2023.  The CMS-179 and the amended plan page(s) are attached. 

If you have any additional questions or need further assistance, please contact Kristina Mack-Webb at 
617-565-1225 or Kristina.Mack-Webb@cms.hhs.gov. 

Sincerely, 

Rory Howe 
Director 

Enclosures 

April 14, 2023
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ADDITIONAL CLASS OF DISPROPORTIONATE SHARE PAYMENTS TO BURN CENTERS 

The Department of Human Services (Department) will make disproportionate share hospital 
payments to certain qualifying Medical Assistance (MA) enrolled acute care general hospital burn centers 
(burn centers) to assure readily available and coordinated burn care of the highest quality to the MA 
population. 

 A burn center is eligible for this additional class of DSH payments if it meets one of the criteria 
listed below. Unless otherwise stated, the source of the information is the most recent data available from 
the Pennsylvania Trauma Systems Foundation (PTSF) at the time of calculation. 

(1) Is recognized by the American Burn Association and participates in the American Burn
Association’s, “Burn Center Verification Program;” or,

(2) Is certified and accredited as a Level I or Level II Trauma Center by PTSF and has a
minimum of 70 annual patient admissions of individuals requiring burn care.

Payments to qualified burn centers will be allocated according to the following: 

(1) 50% of the total amount available for qualifying burn centers will be allocated equally among
qualified burn centers.

(2) 50% of the total amount available for qualified burn centers will be allocated on the basis of
each qualified burn center’s percentage of MA and uninsured burn cases and patient days
compared to the Statewide total number of MA and uninsured burn cases and patient days
for all qualified burn centers.  Each qualified burn center will use both In-State and Out-of-
State cases and patient days.  The percentage is calculated as follows:
a) Determine each burn center’s percentage of MA and uninsured burn cases by dividing

the burn center’s total MA and uninsured burn cases by the total number of MA and
uninsured burn cases for all qualified burn centers;

b) Multiply the result of (a) by the percentage of MA and uninsured burn cases for all
qualified burn centers divided by the total of MA and uninsured burn cases and burn
patient days for all qualified burn centers;

c) Determine each burn center’s percentage of burn patient days by dividing the burn
center’s total burn patient days by the total number of burn patient days for all qualified
burn centers;

d) Multiply the result of (c) by the percentage of burn patient days for all qualified burn
centers divided by the total of MA and uninsured burn cases and burn patient days for all
qualified burns centers;

e) Add the results of (b) and (d) for each burn center and multiply by the available funding.
(3) Any eligible burn center that has reached its DSH limit as pursuant to Title XIX of the Social

Security Act shall receive its share of the State fund available under this act.

All payment limitations are still applicable, including those limitations that the Commonwealth 
may not exceed its aggregate annual DSH allotment and that no hospital may receive DSH payments in 
excess of its hospital-specific limit. The Department will not redistribute DSH payments made under this 
additional class of DSH payments to qualifying hospitals as a result of a qualifying hospital exceeding its 
hospital-specific DSH limit. 

The Fiscal Year 2022-2023 impact, as a result of the funding allocation for these payments, is 
$9.244 million in total funds. 

April 14, 2023
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(ii) Of the amount available for distribution for rural hospitals, 10% will be distributed to hospitals that qualify under section (b) of the rural
hospital eligibility criteria (related to neonatal services) using the following formula:
(A) For each hospital, determine the ratio of the hospital’s neonatal intensive-care cases for Pennsylvania MA beneficiaries to all

neonatal intensive-care cases for the hospital.
(B) For each hospital, multiply the ratio under clause (A) by the number of the hospital’s neonatal intensive-care cases for

Pennsylvania MA beneficiaries.
(C) Add the products under clause (B) for all hospitals.
(D) Divide the amount available for distribution to rural hospitals by the sum under clause (C).
(E) Multiply the quotient under clause (D) by the product under clause (B).
(F) For rural hospitals located in counties whose ratio of MA eligible persons to total county population exceeds one standard

deviation above the mean for all rural counties, but is less than 1.3 standard deviations above the mean for all rural counties,
multiply the product in clause (E) by 1.50.  For rural hospitals located in counties whose ratio of MA eligible persons to total
county population is equal to or greater than 1.3 standard deviations above the mean for all rural counties, but less than 1.6
standard deviations above the mean for all rural counties, multiply the product in clause (E) by 1.75.  For rural hospitals located
in counties whose ratio of MA eligible persons to total county population is equal to or greater than 1.6 standard deviations above
the mean for all rural counties, multiply the product in clause (E) by 2.0.

(iii) Of the amount available for distribution for rural hospitals, 15% will be distributed equally among hospitals that qualify under section
(a) of the rural hospital eligibility criteria (related to obstetrical services).

(iv) To ensure that payments do not exceed available funds, the Department will adjust payments to each hospital using the following
formula:
(A) The calculated total amount of payments for each hospital under steps (i), (ii), and (iii) in this section is divided by the total

calculated amount for all hospitals to obtain a percentage, which is a ratio of each hospital’s respective share of the calculated
amount.

(B) The resulting percentage for each hospital in clause (A) is multiplied by the total available funds to obtain a proportional payment
for each hospital.

b) 85% of the total amount available will be paid to qualified nonrural hospitals as follows:
(i) Of the amount available for distribution to nonrural hospitals, 52.5% will be distributed to hospitals that qualify under section (a) of the

nonrural hospital eligibility criteria (related to obstetrical services) using the following formula:
(A) For each hospital, determine the ratio of the hospital’s obstetrical cases for Pennsylvania MA beneficiaries to all obstetrical cases

for the hospital.
(B) For each hospital, multiply the ratio under clause (A) by the number of the hospital’s obstetrical cases for Pennsylvania MA

beneficiaries.
(C) Add the products under clause (B) for all hospitals.
(D) Divide the amount available for distribution to nonrural hospitals by the sum under clause (C).
(E) Multiply the quotient under clause (D) by the product under clause (B).

(ii) Of the amount available for distribution to nonrural hospitals, 32.5% will be distributed to hospitals that qualify under section (b) of the
nonrural eligibility criteria (related to neonatal services) using the following formula:
(A) For each hospital, determine the ratio of the hospital’s neonatal intensive-care cases for Pennsylvania MA beneficiaries to all

neonatal intensive-care cases for the hospital.
(B) For each hospital, multiply the ratio under clause (A) by the number of the hospital’s neonatal intensive-care cases for

Pennsylvania MA beneficiaries.
(C) Add the products under clause (B) for all hospitals.
(D) Divide the 32.5% by the sum under clause (C).
(E) Multiply the quotient under clause (D) by the product under clause (B).

(iii) Of the amount available for distribution to nonrural hospitals, 15% will be distributed equally among hospitals that qualify under
section (a) of the nonrural eligibility criteria (related to obstetrical services).

All payment limitations are still applicable, including those limitations that the Commonwealth may not exceed its aggregate annual DSH 
allotment and that no hospital may receive DSH payments in excess of its hospital-specific limit. The Department will not redistribute DSH payments 
made under this class of DSH payments to qualifying hospitals as a result of a qualifying hospital exceeding its hospital-specific DSH limit. 

The Fiscal Year 2022-2023 impact, as a result of the funding allocation for these payments, is $13.919 million in total funds. 

April 14, 2023
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ADDITIONAL CLASS OF DISPROPORTIONATE SHARE PAYMENTS TO CRITICAL ACCESS AND 
QUALIFYING RURAL HOSPITALS 

The Department of Human Services (Department) will make disproportionate share hospital (DSH) 
payments to certain qualifying Medical Assistance (MA) enrolled acute care general hospitals based on 
designation as a Critical Access Hospital (CAH) and for qualifying rural hospitals, to ensure the availability of 
quality care to MA beneficiaries in rural areas across this Commonwealth. 

The Department will consider hospitals that have been designated as a CAH to be eligible for this 
additional class of DSH payments. CAHs are defined as any hospital that has qualified under section 
1861(mm)(1) of the Social Security Act (42 U.S.C. § 1395x(mm)(1)) (relating to definitions) as a “critical access 
hospital” under Medicare. The Department will distribute payments to qualifying CAHs to reimburse at up to 
101% of the allowable inpatient and outpatient MA costs for services provided to eligible MA beneficiaries, after 
deducting all other MA payments, including payments for services rendered, DSH payments or other 
supplemental payments. 

After payment has been made to CAHs, as indicated above, any remaining funds will be distributed by 
the Department to rural hospitals that are acute care general hospitals licensed as hospitals under the Health 
Care Facilities Act (35 P.S. §§ 448.101 and 448.904(b)) and that meet all of the following: 

(a) Located in a county of the 6th, 7th, or 8th class that has no more than two MA-enrolled acute care
general hospitals.

(b) Located in a county that has greater than 17% of its population that are eligible for MA or has
greater than 10,000 persons eligible for MA.

(c) Has no more than 200 licensed and staffed beds
(d) Does not qualify as a CAH under section 1861(mm)(1) of the Social Security Act (42 U.S.C. §

1395x(mm)(1)).

The Department will distribute any remaining funds to qualifying rural hospitals as follows: 

(a) 50% will be shared equally among the eligible hospitals.
(b) 50% will be distributed based on each hospital’s percent of total MA Fee-for-Service discharges

compared to all eligible hospitals total MA Fee-for-Service discharges.

All payment limitations are still applicable, including those limitations that the Commonwealth may not 
exceed its aggregate annual DSH allotment and that no hospital may receive DSH payments in excess of its 
hospital-specific limit.  The Department will not redistribute DSH payments made under this additional class of 
DSH payments to qualifying hospitals as a result of a qualifying hospital exceeding its hospital-specific DSH 
limit. 

The Fiscal Year 2022-2023 impact, as a result of the funding allocation for these payments, is $33.869 
million in total funds. 

April 14, 2023
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ADDITIONAL CLASS OF SUPPLEMENTAL PAYMENTS TO QUALIFYING HOSPITALS 

The Department of Human Services (Department) will make supplemental payments to qualifying acute 
care hospitals that treat a high percentage of Medical Assistance (MA) patients under the age of 18.  These 
payments will enable the continuation of quality medical services for children enrolled in the MA program. 

A hospital is eligible for this additional class of supplemental payments if the hospital meets all the 
criteria below. Unless otherwise stated, the source of the information is the Fiscal Year (FY) 2016-2017 MA-336 
Hospital Cost Report, as available to the Department on October 29, 2019. 

a) The hospital is enrolled in the Pennsylvania MA Program as an acute care hospital, licensed by
Pennsylvania’s Department of Health (DOH);

b) The hospital provides acute inpatient services to patient populations predominately under the age or 18.
A hospital’s patient population is predominately under the age of 18 if the hospital’s number of discharges
for “0-17 Years” is greater than 50% of the hospitals number of “Total” discharges.  Discharges are
determined from the calendar year 2019 Pennsylvania DOH Reports 3-A and 3-B;

c) The hospital is located in a city of the first class; and,

d) The hospital’s ratio of combined MA acute care fee-for-service (FFS) and managed care days to total
inpatient acute care days exceeds 70%.

Payments will be divided proportionately among qualified hospitals based on each hospital’s FFS 
Pennsylvania MA inpatient acute care days to total FFS Pennsylvania MA inpatient acute care days for all 
qualifying hospitals. 

Supplemental payments are subject to the regulations at 42 CFR 447.272 and the application of upper 
payment limits for inpatient services. 

For FY 2022-2023, the Department will allocate an annualized amount of $61.249 million in total funds 
(State and Federal) for these supplemental payments. 

April 14, 2023




