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By Mr. Buglione of Methuen, petition of Nicholas J. Buglione,
Edward A. LeLacheur, Michael J. Rea, Jr., and Andrew J. Rogers,
Jr., relative to the establishment of Title XIX rates of payment for
acute hospitals. Health Care.

In the Year One Thousand Nine Hundred and Eighty-Four

An Act relative to the establishment of title xix rates of pay-

ment FOR ACUTE HOSPITALS.

Be it enacted by the Senate andHouse ofRepresentatives in General
Court assembled, and by the authority of the same, asfollows:

1 SECTION 1. Section 68 of Chapter 6A of the General Laws, as
2 most recently amended by Chapter 389 of the Acts of 1983, is
3 hereby further amended by striking out said section 68 and insert-
-4 ing in place thereof the following new section;
5 Section 68. A. For fiscal year ending nineteen hundred and
6 eighty-three, for which the required federal approval is in effect,
7 rates ofpayment for acute hospitals under Title XIX of the federal
8 social security act, shall be based upon the following methodology
9 where the proportions are calculated relative to the total number of

10 Title XIX days including Title XIX newborn and Title XIX admi-
-11 nistratively necessary days:
12 (a) The proportion of fiscal year nineteen hundred and eighty-
-13 two Title XIX inpatient days, excluding Title XIX newborn days
14 and administratively necessary days, multiplied by the fiscal year
15 nineteen hundred and eighty-two Title XIX adult and children per
16 diem rate, plus the proportion of fiscal year nineteen hundred and
17 eighty-two Title XIX newborn days multiplied by the fiscal year
18 nineteen hundred and eighty-two Title XIX newborn per diem rate,
19 plus the proportion offiscal year nineteen hundred and eighty-two
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20 Title XIX administratively necessary days multiplied by the cor-
-21 responding fiscal year nineteen hundred and eighty-two Title XIX
22 ad ministratively necessary day rates shall be multiplied by the total
23 number of inpatient days including newborn days and administra-
-24 lively necessary days provided by the hospital in fiscal year nine-
-25 teen hundred and eighty-two and the result added to the fiscal year
26 nineteen hundred and eighty-two Title XIX outpatient payment
27 percentage multiplied by the total amount of outpatient charges.
28 (b) The result of the computation specified in the preceding
29 paragraph shall be divided by the totalfiscal year nineteen hundred
30 and eighty-two medicaid costs. This ratio shall be termed the
31 “medicaid payment ratio.”
32 (c) This calculation shall be adjusted to reflect changes in fiscal
33 year nineteen hundred and eighty-two medicaid per diem rates or
34 outpatient rates which result from final disposition of administra-
-35 live adjustments, audit adjustments, or appeals of rates to the
36 division of hearing officers or the courts, and any changes in the
37 nineteen hundred and eighty-two medicaid costs determined by the
38 provisions of the hospital agreement which result from preliminary
39 and final settlement of liability pursuant to said agreement.
40 (d) If a hospital’s fiscal year nineteen hundred and eighty-two
41 Title XIX per diem rates were adjusted to reflect a deactivation of
42 beds, the fiscal year nineteen hundred and eighty-three medicaid
43 payment ratio shall be calculated using fiscal year nineteen
44 hundred and eighty-two Title XIX rates adjusted to reflect said bed
45 deactivation as if such deactivation were in effect for all of fiscal
46 year nineteen hundred and eighty-two. If, during fiscal year nine-
-47 teen hundred and eighty-three, the hospital increases the number of
48 beds in the service category to which such deactivation applies, the
49 fiscal year nineteen hundred and eighty-three medicaid payment
50 ratio shall be recalculated utilizing the fiscal year nineteen hundred
51 and eighty-two per diem rates which would have been established if
52 the additional beds had been in service throughout fiscal year
53 nineteen hundred and eighty-two. Such recalculation shall reflect
54 only the increase in beds up to the number which were deactivated
55 in fiscal year nineteen hundred and eighty-two.
56 B. The calculation of the fiscal year nineteen hundred and eighty-
-57 three medicaid payment ratio shall be revised to incorporate the
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actual proportions ofTitle XIX patient days which are categorized
as adult and children days, newborn days and administratively
necessary days during the period beginning October first, nineteen
hundred and eighty-two and ending on the last day of the hospital’s
fiscal year ending in nineteen hundred and eighty-three.

58
59
60
61
62

C. The medicaid basis of payment for fiscal year nineteen
hundred and eighty-three shall be obtained as follows:

63
64

(a) The medicaid costs for such fiscal year, as computed pursuant
to the hospital agreement and adjusted as may be required under
subparagraphs (b) or (c) below, shall be multiplied by the medicaid
payment ratio.

65
66
67
68

(b) For hospitals with fiscal years beginning on October first, the
medicaid costs computed pursuant to the hospital agreement,
exclusive of costs recognized as exceptions under the hospital
agreement shallbe reduced by a productivity factor of two percent.

69
70
71
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(c) For hospitals with fiscal years beginning on July first, the
medicaid costs computed pursuant to the hospital agreement,
exclusive of costs recognized as exceptions under the hospital
agreement shall be reduced by a productivity factor of two percent.

73
74
75
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(d) Medicaid payments for fiscal year nineteen hundred and
eighty-three shall be computed by apportioning the medicaid basis
of payment, derived under subparagraph (a) above, to medicaid
and all other payors pursuant to the apportionment methods speci-
fied in the hospital agreement using the charge data applicable to
Title XIX beneficiaries.

77
78
79
80
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82

D. For each acute hospital’s fiscal year commencing in nineteen
hundred and eighty-two, interim payments made by the medicaid
program for inpatient care shall, for each acute hospital, be paid on
a per diem basis computed as follows and shall become effective on
October first of such year:

83
84
85
86
87

(a) The initial medicaid costs for the hospital shall be computed
pursuant to the hospital agreement, reviewed by the hospital ser-
vice corporation, and approved by the commission effective
October first, nineteen hundred and eighty-two. The initial medi-
caid costs for the hospital, as approved by the commission, shall be
apportioned between inpatient and outpatient services.

88
89
90
91
92
93

(b) The “inpatient medicaid payment ratio” for the hospital shall
be computed as follows;

94
95
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96 (i) The proportions computed in clauses (ii), (iii), and (iv) below
97 are computed relative to the total number of Title XIX days,
98 including Title XIX newborn days and administratively necessary
99 days provided by the hospital.
100 (ii) The proportion of total fiscal year nineteen hundred and
101 eighty-two Title XIX inpatient days of the hospital, excluding Title
102 XIX newborn days and administratively necessary days, shall be
103 multiplied by the fiscal year nineteen hundred and eighty-two Title
104 XIX adult and children per diem rate.
105 (iii) The proportion of total fiscal year nineteen hundred ana
106 eighty-two Title XIX newborn days shall be multiplied by the fiscal
107 year nineteen hundred and eighty-two Title XIX newborn per diem
108 rate.

109 (iv) The proportion of total fiscal year nineteen hundred and
110 eighty-two Title XIX administratively necessary days shall be mul-
-111 tiplied by the fiscal year nineteen hundred and eighty-two Title
112 XIX administratively necessary day rate.
113 (v) The sum of the amounts computed in clauses (ii), (iii), and (iv)
114 shall be multiplied by the total fiscal year nineteen hundred and
115 eighty-two inpatient days of the hospital and the result divided by
116 the total fiscal year nineteen hundred and eighty-two inpatient
117 portion of the medicaid costs for the hospital computed pursuant
118 to the hospital agreement. The resulting ratio shall be termed the
119 “inpatient medicaid payment ratio.”
120 (c) The calculation of the fiscal year nineteen hundred and
121 eighty-three inpatient medicaid payment ratio shall be revised to
122 reflect the actual proportions of Title XIX patient days which are
123 categorized as adult and children days, newborn days and adminis-
-124 tratively necessary days during the period commencing October
125 first, nineteen hundred and eighty-two and ending March thirty-
-126 first, nineteen hundred and eighty-three.
127 (d) The inpatient portion of the initial medicaid costs for the
128 hospital, as approved by the commission and reduced by a produc-
-129 tivity factor of two percent, shall be multiplied by the inpatient
130 medicaid payment ratio and theresult shall be termed the “interim
131 medicaid basis of payment.”
132 (e) The interim medicaid basis of payment shall, for each hospi-
-133 tal, be apportioned to Title XIX by multiplying the amount ot the
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interim medicaid basis of payment by the proportion of hospital
inpatient days in fiscal year nineteen hundred and eighty-two pro-
vided to Title XIX beneficiaries multiplied by ninety-four and
one-half percent. The result of this computation shall be divided by
the numberof inpatient days provided to Title XIX beneficiaries by
the hospital in fiscal year nineteen hundred and eighty-two. The
resulting per diem shall be termed the “actual interim per diem.”

134
135
136
137
138
139
140

(f) The interim medicaid basis of payment may be revised from
time to time to reflect changes in the medicaid costs computed
pursuant to hospital agreement 29 or changes in the inpatient
medicaid payment ratio computed pursuant to paragraph (b) and
(c) of this subsection.

141
142

144
145

(g) The commission shall promulgate regulations establishing
revisions to the interim medicaid basis of payment to ensure that
interim medicaid payment rates reflect the projected payments of
medicaid for the fiscal year.

146
147
148
149

E. The interim medicaid basis of payment used when calculating
the actual interim per diem in effect on the final day of the fiscal
year ending in nineteen hundred and eighty-three, shall be termed
the“actual interim medicaid basis of payment.’’The actual interim
medicaid basis of payment shall be apportioned to Title XIX by
multiplying the amount of such actual interim medicaid basis of
payment by the proportion of hospital inpatient days in the period
commencing on October first, nineteen hundred and eighty-two
and ending on the last day of the hospital’s fiscal year ending in
nineteen hundred and eighty-three provided to Title XIX benefi-
ciaries, as determined in accordance with regulation promulgated
by the commission, multiplied by ninety-four and one-half percent.
The result of this computation shall be divided by the number of
inpatient days provided to Title XIX beneficiaries by the hospital
in such period. The result of this computation shall be multiplied
by the number of days allocated to Title XIX, pursuant to regula-
tion promulgated by the commission, during the period commenc-
ing on October first, nineteen hundred and eighty-two and ending
on the last day of the hospital’s fiscal year ending in nineteen
hundred and eighty-three. The result of this computation shall be
termed the “actual interim medicaid payment for inpatient
services.”

150
151
152
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154
155
156
157
158
159
160
161
162
163
164
165
166

1167
168
169
170
171
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172 The actual interim medicaidpayments for inpatient service shall
173 be compared with the amount such payments would have been if
174 the per diem for interim payments had been computed as follows:
175 (a) the actual interim medicaid basis of payment was appor-
-176 tioned to Title XIX utilizing the charges for the period commenc-
-177 ing on October first, nineteen hundred and eighty-two and ending
178 on the last day of the hospital’s fiscal year ending in nineteen
179 hundred and eighty-three, and the apportionment method speci-
-180 fied in the hospital agreement and the result divided by the number
181 of inpatient days provided to Title XIX beneficiaries during such
182 period by the hospital, as determined pursuant to regulations
183 promulgated by the commission.
184 (b) The result of this computation shall be multiplied by the
185 number of days allocated to Title XIX, pursuant to regulations
186 promulgated by the commission, during the period commencing
187 on October first, nineteen hundred and eighty-two and ending on
188 the last day of the hospital’s fiscal year ending in nineteen hundred
189 and eighty-three. The result ofthis computation shall be termed the
190 “alternative interim medicaid payments for inpatient services.”
191 (c) The alternative interim medicaid payments for inpatient serv-
-192 ices shall be subtractedfrom the actual interim medicaid payments
193 for inpatient services and the amount of such difference (positive or
194 negative) shall be computed as a percent of the actual interim
195 medicaid payments for inpatient services. The resulting percent
196 (positive or negative) shall be multiplied by the proportion of Title
197 XIX acute hospital payments made for inpatient services and the
198 result shall be termed the “medicaid payment ratio adjustment.”
199 (d) For each hospital’s fiscal year nineteen hundred and eighty-
-200 three, the medicaid payment ratio, as calculated and revised pursu-
-201 ant to subsections A and Bof this section, shall be luither revised
202 by dividing it by one minus the percenlum (positive or negative) ot
203 the medicaid payment ratio adjustment.
204 F. Commencing in fiscal year nineteen hundred and eighty-four
205 and for each fiscal year thereafter, for which the required federal
206 approval is in effect, rates of payment for acute hospitals for
207 inpatient services under Title XIX of the federal social security act
208 shall be based upon the following methodology where the propor-
-209 tions are calculated relative to the total number ot Title XIX days
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including Title XIX newborn and Title XIX administratively
necessary days:

210
211

(a) The proportion of Title XIX inpatient days, excluding Title
XIX newborn days and administratively necessary days, for such
fiscal year, multiplied by the fiscal year nineteen hundred and
eighty-two Title XIX adult and children per diem rate, plus the
proportion ofTitle XIX newborn days, for such fiscal year, multip-
lied by the fiscal year nineteen hundred and eighty-two Title XIX
newbornper diem rate, plus the proportion ofTitle XIX adminis-
tratively necessary days, for such fiscal year, multiplied by the fiscal
year nineteen hundred and eighty-two Title XIX administratively
necessary day rates shall be multiplied by the total number of
inpatient days including newborn days and administratively neces-
sary days provided by the hospital in fiscal year nineteen hundred
and eighty-two and the result divided by the total fiscal year
nineteen hundred and eighty-two inpatient portion of the medicaid
costs for the hospital computed pursuant to the hospital agree-
ment. The result of this computation shallbe termed the“inpatient
medicaid payment ratio.”

212
213
214
215
216
217
218

*219
220
221
222
223
224
225
226
227
228
229 (b) The inpatient medicaid payment ratio shall be adjusted each

year as follows;230
231 (i) The average charges per day for Title XIX patients for such

fiscal year shall be determined by dividing Title XIX charges for
inpatient services by Title XIX patient days.

232
233
234 (ii) The average charges per day for all patients for such fiscal

year shall be determined by dividing total charges for inpatient
services by total patient days.

235
236
237 (iii) The average charges per day for Title XIX patients shall be

divided by the average charges per day for all patients.238
239 (iv) The inpatient medicaid payment ratio shall be divided by the

percentage calculated in (iii) above and multiplied by .945. The
resultant ratio shall be termed the “adjusted inpatient medicaid
payment ratio.”

240
241
242
i243
”244 G. Commencing in fiscal year nineteen hundred and eighty-four

and for each fiscal year thereafter for which the required federal
approval is in effect, rates of payment for acute hospitals for
outpatient services under Title XIX of the federal social security act
shall be based upon the following methodology:

245
246
247
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248 (a) The fiscal year nineteen hundred and eighty-two Title XIX
249 outpatient payment percentage shall be multiplied by the total
250 amount of outpatient charges for fiscal year nineteen hundred and
251 eighty-two and the result divided by the total fiscal year nineteen
252 hundred and eighty-two outpatient portion of the medicaid costs
253 for the hospital computed pursuant to the hospital agreement. The
254 result of this computation shall be termed the“outpatient medicaid
255 payment ratio.”
256 H. The calculations of the inpatient and outpatient medicaid
257 payment ratios specified in subsections F and Gofthis section shall
258 be adjusted to reflect changes in fiscal year nineteen hundred and
259 eighty-two medicaid per diem rates or outpatient rates whichresult
260 from final disposition of administrative adjustments, audit adjust-
-26 I ments, or appeals of rates to the division of hearing officers or the
262 courts, and any changes in the nineteen hundred and eighty-two
263 medicaid costs determined by the provisions of the hospital agree-
-264 ment which result from preliminary and final settlement ofliability
265 pursuant to said agreement. Additionally, for any year in which a
266 hospital delicenses beds in a category for which occupancy penal-
-267 ties were included in the calculation of the nineteen hundred and
268 eighty-two per diem rates, such per diem rates shall be adjusted to
269 remove the full year effect of occupancy penalties associated with
270 the delicensed beds before the calculation ofthe inpatient medicaid
271 payment ratio for that year.
272 I. The medicaid basis of payment for a particular fiscal year of
273 the hospital shall be obtained as follows:
274 (a) For each fiscal year of the hospital, the medicaid costs for
275 such fiscal year, as computed pursuant to the hospital agreement
276 and adjusted as maybe required under subparagraphs (d) and (e)
277 below, shall be apportioned between inpatient and outpatient
278 services.
279 (b) The inpatient portion of the medicaid costs for such tiscal
280 year shall be multiplied by the adjusted inpatient medicaid pay-
-281 ment ratio and the result shall be termed the “inpatient medicaid
282 basis of payment.”
283 (c) The outpatient portion of the medicaid costs for such fiscal
284 year shall be multiplied by the outpatient medicaid payment ratio



HOUSE No. 14021984] 9

4

I

and the result shall be termed the “outpatient medicaid basis ol
payment.”

285
286

(d) For hospitals with fiscal years beginning on October first, the
medicaid costs computed pursuant to the hospital agreement,
exclusive of costs recognized as exceptions under the hospital
agreement and as adjusted pursuant to section fifty-two A, shall be
reduced by the productivity factor indicated beginning with the
fiscal year ending in nineteen hundred and eighty-four and continu-
ing through the fiscal year ending in nineteen hundred and eighty-
eight. The productivity factors shall be four percent, four percent,
three percent, two percent and one percent, respectively.

287
288
289
290
291
292
293
294
295

(e) For hospitals with fiscal years beginning on July first, the
medicaid costs computed pursuant to the hospital agreement,
exclusive of costs recognized as exceptions under the hospital
agreement and as adjusted pursuant to section fifty-two A, shall be
reduced by the productivity factor indicated beginning with the
fiscal year ending in nineteen hundred and eighty-four and continu-
ing through the fiscal year ending in nineteen hundred and eighty-
nine. The productivity factors shall be four percent, six percent,
five percent, four percent, two percent and one percent, respect-
ively.

296
297
298
299
300
301
302
303
304
305
306 (f) Medicaid payments shall be computed by apportioning the

medicaid inpatient and outpatient bases ofpayment, derived under
subparagraphs (b) and (c) of this subsection, to medicaid pursuant
to the apportionment methods specified in the hospital agreement
using the charge data applicable to Title XIX beneficiaries.

307
308
309
310
311 J. For any fiscal year of any acute hospital that exhibits a payor

mix where a minimum of sixty-eight percent of the acute hospital’s
gross patient service revenue was attributable to Title XVIII and
Title XIX of the federal social security act and local and state
government subsidy and free care and bad debt. Title XIX reim-
bursement shall be calculated with the addition of free care as a
definition of reimbursable costs. Such relief shall be granted based
upon projected budget year utilization data, by payor mix. I he
commission shall have the right to request any reasonably attaina-
ble data in order to approve or deny any requests for relief under
the provisions of this paragraph.

312
313
314
315
316
317
318
319
320
321

K. The commission shall promulgate regulations establishing322
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323 interim medicaid payment rates for outpatient services with respect
324 to fiscal year nineteen hundred and eighty-three and for both
325 inpatient and outpatient services with respect to fiscal years nine-
-326 teen hundred and eighty-four and thereafter. Such interim medi-
-327 caid payment rates for any fiscal year shall reflect the projected
328 payments of medicaid for such fiscal year. Preliminary and final
329 determination of Title XIX rates of payment for any fiscal year
330 shall be concurrent with determination of preliminary and final
331 settlement under the hospital agreement for such fiscal year.
332 Amounts due to or from an acute hospital following any prelimi-
-333 nary or final determination of Title XIX rates of payment shall be
334 paid within forty-five days of such determination.
335 L. For the fiscal year beginning in nineteen hundred and eighty-
-336 two, and for each fiscal year thereafter the commission may adjust,
337 pursuant to hospital request, the Title XIX rates of payment for
338 one or more services of an acute hospital if it determines that an
339 adjustment is necessary to ensure provision of the service or serv-
-340 ices to Title XIX clients, and if the Department of Public Welfare
341 determines that provision of the service or services by the hospital
342 is essential for the adequate provision of hospital services to Title
343 XIX clients. When determining what, if any, adjustment to make
344 the commission shall at a minimum consider all of the following:
345 (a) The opinion of the Department of Public Welfare.
346 (b) The hospital’s charge structure for that service
347 (c) The proportion of the service or services which is provided to
348 Title XIX clients.
349 (d) The cost of providing an additional unit of the service.
350 The adjustment granted, it any, shall not result in hospital net

351 revenues attributable to the service which exceed the costs which
352 must be incurred by an efficient and economically operated facility
353 in order to maintain the service.

1 SECTION 2. The secretary of human services shall, within
2 thirty days following the date of enactment ot this law, transmit to

3 the health care financing administration a proposed amendment to

4 the federal medicaid waiver which provides that rates of payment
5 for acute hospitals under Title XIX of the federal social security act
6 shall be determined in accordance with the provisions of this Act.
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