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DEPARTMENT OF HI™ * LTH & HUMAN SERVICES C'M "'
Centers for Medicare ¢ /edicaid Services

7500 Security Bouleva: * Mail Stop 52-26-12 - for .

Baltimore, Maryland 2  44-1850

Conter{  *° * - nd State Operatinne CMSO

Ms. Estelle B. Ric-—1an, Secretary

Department of Put ¢ Welfare

Commonwealth of Pennsylvania NOV 17 2008
P.O. Box 2675

Harrisburg, Pennsylvania 17105-2675

RE: State Plan Amendment 09-002
Dear Ms. Richman;

We have reviewed the proposed amendment to Attachment 4.19-A of your Medicaid State plan
submitted under tr smittal number (TN) 09-002. This amendment amends the current payment
methodology Peni /lvania uses to determine disproportionate share adjustment (DSH) payments to
certain qualifying spitals that provide obstetrical and neonatal intensive care services to low-
income pregnant v men and children. It also amends the current method used in making such
payments to certai qualifying rural hospitals.

We conducted our review of this amendment according to the statutory requirements at sections
1902(a)(3), 1902(a)(13), 1902(a)(30), 1903(a) and 1923 of the Social Security Act and the
regulations at 42 C™R 447 Subpart C. I am pleased to inform you that Medicaid State plan
amendment 09-00 s approved effective March 15, 2009. I have enclosed the approved HCFA-179
and the amended s te plan pages.

If you have any questions, please call Keith Leuschner on (717) 782-4967.
Sincerely,
IS/
Landy Mann

Director
Center for Medicaid and State Operations (CMSO)
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STATE PLAN UNDER 1 AL SECURITY ACT ATTACHMENT 4.19A

STATE: grmntnarp A Page 21i
METHOD:! NI ANG™ ~ T T T T TITONT HC T T T

NAL CLASS OF DISPROPORTIONATE SHARE PAYMENTS

The Commonwealth of = nsylvania is dedicated to ensuring the availability of quality care to low-income pregnant women and children.
Access 1o obstetrical and neonate  ealth care services across the Commonwealth is necessary for all MA recipients and is crucial o ensure a
positive prenatal experience for tt ~ nother and the best outcome for the infant. In order to maintain the system for obstetrical and neonatal health
care services, the Department will make disproportionate share payments to hospitals that meet certain qualifying criteria.

A rural hospital, which i efined as being focated in a county outside a Metropolitan Statistical Area (“MSA”) established by the United
States Office of Management anc wudget or is the only hospital licensed by the Department of Health to provide obstetrical services located in a
county of the 6%, 7% or 8% class, r~ 3t meet one of the following qualifying criteria in order to be eligible for the disproportionate share hospital (DSH)

payment:

(a) The hospital i ensed to provide neonatal intensive care services.

(b} The hospital i >ensed to provide obstetrical services and ranks in the top 1/3 of rural hospitals in terms of volume of obstetrical
cases for Pennsylvania (PA) MA  ipients during the most recent fiscal year with available data.

(c) The hospital*  censed to provide obstetrical services and has greater than 50% of all of its obstetrical cases for PA MA
recipients during the most recent  sal year with available data.

(d) The hospital e only hospital licensed to provide obstetrical services within the county.

A nonrural hospital mus € licensed to provide obstetrical and/or neonatal intensive care services and must meet one of the following
qualifying criteria in order to be el sle for the DSH payments:

(a) The hospital ranks in the top 1/3 of nonrural hospitals in terms of volume of obstefrical cases for PA MA recipients during the
most recent fiscal year with available data.

{b) The hospital =3 greater than 50% of all of its obstetrical cases for PA MA recipients during the most recent fiscal year with
available data.

(c) The hospital provides obstetrical care services and is located within five miles of any hospital that closed its obstetrical service
during the previous three years.

{d) The hospital ks in the top 1/3 of nonrural hospitals in terms of volume of neonatal intensive care cases for PA MA recipients
during the most recent fiscal yeal  ith available data.

(e) The hospital has greater than 50% of all of its neonatal intensive care cases for PA MA recipients during the most recent fiscal
year with available data.

il Achildren’s t - ~pital with greater than 40% of all of its cases for PA MA-recipients during the most recent fiscal year with

available data.

The Department will m: * : DSH payments to those hospitals that meet the qualifying criteria using the following payment methodology.

(a) 15% of the tc . amount available will be paid to qualified rural hospitals as follows:
(i) Of the amount avaitable for distribution to rural hospitals, 75% will be distributed to qualified rural hospitals with

obstetrical cases for PA MA recip ~ts using the following formula:

(A) For each hospital, determine the ratio of the hospital's obstetrical cases for PA MA recipients to all obstetrical
cases for the hospital.

(B) For each hospital, multiply the ratio under clause (A} by the number of the hospital's abstetrical cases for PA
MA recipients.

(9] 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 1ean for all rural counties but less than 1.3 standard deviations above the mean for all rural counties, multiply the
product in clause (E) by 1.50. Fc ural hospitals located in counties whose ratio of MA eligible persons to total county population is equal to or
greater than 1.3 standard deviati___3 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.
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METH( |G PAYMENT RATES-INPATIENT HOSPITAL CARE
(ii) Of the amount available for distribution for rural hospitals, 10% will be distributed to qualified rural hospitals with

neonatal intensive-care cases for PA MA recipients using the following formula:

(A) For each hospital, determine the ratio of the hospital's neonatal intensive-care cases for PA MA recipients 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 PA MA recipients.

(C) Add the products under clause (B) for all hospitals.

D) Divide the amount availabie for distribution to rura! 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 less than 1.3 standard deviations above the mean for all rural counties, multiply the
product in clause (E) by 1.50. For  al hospitals located in counties whose ratio of MA eligible persons to total county population is equal to or
greater than 1.3 standard deviatior bove 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) b .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 standa. _ Jeviations above the mean for all rural counties, multiply the product in clause (E) by 2.0.

(i) 15% of the funds available for rural hospitals will be distributed equally among qualified rural hospitals with obstetrical
cases for PA MA recipients.
(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), (i) 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

praportional payment for each hospital.

(b) 85% of the tote' ~mount available will be paid to qualified nonrural hospitals as follows:
(i) Ofth  ighty-five percent, 52.5% will be distributed to qualified nonrural hospitals with obstetrical cases for PA MA
recipients covered by MA using the «Jllowing formula:
(A) For each hospital, determine the ratio of the hospital's obstetrical cases for PA MA recipients 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 PA
MA recipients.
(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) Ofth  mount available for distribution to nonrural hospitals, 32.5% will be distributed to qualified nonrural hospitals
with neonatal intensive-care cases ... PA MA recipients using the following formula:
(A) . For each hospital, determine the ratio of the hospital's neonatal intensive-care cases for PA MA recipients 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 PA MA recipients.
(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} Ofth mount available for distribution to nonrural hospitals, 15% will be distributed equally among qualified nonrural
hospitals with obstetrical cases for . . . MA recipients.

For Fiscal Year 2008-200" *he fiscal impact of this additional class of DSH payments is $14.389 (36.544 million in State General Funds
and $7.845 million in Federal Fund  pon approval by the Centers for Medicare and Medicaid Services).
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