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Ms. Wendy E. Warring, Commissioner
Division of Medical Assistance

Executive Office of Health and Human Services
600 Washington Street

Boston, MA 02111

Re: Commonwealth of Massachusetts State Plan Amendment TN 01-006, Concerning
Attachment 4.19A(1) — Acute Hospital Inpatient Payment System

Dear Ms. Warring:

We are pleased to inform you that State Plan Amendment TN 01-006 is approved for
incorporation into the official Commonwealth of Massachusetts State Plan.

This amendment, which was effective on January 1, 2001, makes changes to the
Commonwealth's acute hospital inpatient payment system. Our review was conducted in
accordance with the statutory requirements of Social Security Act section 1902 and the

implementing Federal regulations.
If you have any questions, please call Robert Clausen at (617) 565-1215.

Sincerely,

Ronald P. Preston
Associate Regional Administrator

Attachments

bee:  D. Maloney

R. Clausen
E. Weisman, PCPG/CMSO
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-  Attach¥Ent 4.19A (1)
State Plan Under Title XIX of the Social Security Act
State: Massachusetts
Institutional Reimbursement

D. Chassification of Disproportionate Share Hospitals (DSHs) and Payment Adjustments

MassHealth will assist Hospitals that carry & disproportionate financial burden of caring for
uninsured and publicly insured persons of the Commonwealth. In accordance with Title
XIX rules and requirements, MassHealth will make an additional payment to Hospitals
whach qualify for such an adjustment under any one or more of the classifications listed
below. Only Hospitals that have an executed Contract with the Division, pursuant to the
RYO01 RFA, are cligible for disproportionate share payments since the dollars are, in most
cases, apportioned to the eligible group in refation to each other. MassHealth-participating
Hospitals may qualify for adjustments and may receive them at any time throughout the Rate
Year. If a Hospital's RFA Contract is terminated, its adjustment shall be prorated for the
portion of RYO1 during which it had a Contract with the Division. The remaining funds it
would have received shall be apportioned to remaining eligible Hospitals. The following
describes how Hospitals will qualify for each type of disproportionate share adjustment and
the methodology for calculating those adjustments.

In accordance with federal and state law, Hospitals must have a MassHealth mpatient
utilization rate of at least 1% to be cligible for any type of DSH payment, pursuant to
DHCFP regulation at 114.1 CMR 36.07 (see Exhibit 6). Also, the total amount of DSH
payment adjustments awarded to any Hospital shall not exceed the costs incurred during the
year of furnishing Hospital services to individuals who are either eligible for medical
assistance or have no health insurance or other source of third-party coverage, less payments
reccived by the Hospital for medical assistance and by uninsured patients ("unreimbursed
costs™), pursuant to 42 US.C. §1396r-4(g). In accordance with the requirements of 42
U.S.C. 1396r-4(b)2) and (3), Medicaid inpatient utilization rate and low-income utilization
rate include both Medicaid fee-for-service and managed care entity days and revenue for
patient services under the State Plan, as applicable.

When a Hospital applies fo participate in MassHealth, its eligibility and the amount of its
adjustment shall be determined. As new Hospitals apply to become MassHealth providers,
they may qualify for adjustments if they meet the criteria under one or more of the following
DSH classifications. Therefore, some disproportionate share adjustments may require
recalculation pursuant to DHCFP regulations set forth at 114.1 CMR 36.07 (see Exhibit 6).
Hospitals will be informed if the adjustment amount will change due to reapportionment
among the qualified group and will be told how overpayments or underpayments by the
Division will be handled at that time.

To qualify for a DSH payment adjustment under any classification within Section IV.D, a

Hospital must meet the obstetrical staffing requirements described in Title XIX at 42 U.S.C.
§1396r-4(d} or qualify for the exemption described at 42 U.S.C. §1396r-4(dX2). All DSH

payments are subject to the availability of federal financial participation.
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