
HOUSE 2950
Bv Mr. Cusack of Arlington, petition of John F. Cusack relative to

the establishment of Title XIX rates of payment for acute hospitals.
Health Care.

tEfje Commontoealt!) of iWaKtfadjuaettt

In the Year One Thousand Nine Hundred and Eighty-Five

An Act relative to the establishment of title xix rate of

PAYMENT FOR ACUTE HOSPITALS.

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

1 SECTION 1. The commission shall promulgate regulations
2 establishing criteria for hospital credit and collection policies,
3 after consultation with the Massachusetts Hospital Association
4 and other concerned organizations as identitied by the commis-
-5 sion, to ensure that hospitals make reasonable efforts to collect
6 payment for hospital services prior to attributing those services to
7 bad debt or free care. In developing such criteria, the commission
8 shall identify those populations which shall not require collection
9 action. Such policies shall be in conformance with applicable

10 credit laws of the commonwealth and the federal government.

1 SECTION 2. Said chapter 6A is hereby further amended by
2 inserting after section 65 the following section:
3 Section 65A. No acute hospital shall deny access to care and
4 services which the hospital would provide under chapter one
5 hundred and eighteen Eto recipients of benefits under chapter one
6 hundred and seventeen.

1 SECTION 3. Section 68 of said chapter 6A is hereby amended
2 by striking out subsection A, as appearing in section IB of chapter
3 372 ofthe acts of 1982, and inserting in place thereof the following
4 subsection:
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5 A. Commencing in fiscal year ending nineteen hundred and
6 eighty three and for each fiscal year thereafter, for which the
7 required federal approval is obtained and in effect, provided said
8 federal approval is applied for by the appropriate state agency
9 within forty-five days of the enactment of this chapter, rates of

10 payment underTitle XIX of the federal social security act for acute
1 I hospitals, shall be based upon the following methodology.

1 SECTION 4. Said section 68 of said chapter 6A, as mos'
2 recently amended by section 3of chapter 183 ofthe acts of 1984, is
3 hereby further amended by striking out subsections B and C and
4 inserting in place thereof the following two subsections;
5 B. The medicaid payments for a particular fiscal year of the
6 hospital shall be obtained as follows:
7 (a) For hospitals with fiscal years beginning on October first,
8 the medicaid costs computed pursuant to the hospital agreement,
9 exclusive of costs recognized as exceptions under the hospital

10 agreement and as adjusted pursuant to section fifty-two A, for
11 each of the following fiscal years shall be reduced by the productiv-
-12 ity factor indicated; beginning with the fiscal year ending in nine-
-13 teen hundred and eighty-three and continuing throughout the
14 fiscal year ending in nineteen hundred and eighty-eight, the pro-
-15 ductivity factors shall be two per cent, four percent, three per cent,
16 two per cent, and one per cent, respectively.
17 (b) For hospitals with fiscal years beginning on July first, the
18 medicaid costs computed pursuant to the hospital agreement,
19 exclusive of costs recognized as exceptions under the hospital
20 agreement and as adjusted pursuant to section fifty-two A, for

21 each of the following fiscal years shall be reduced by the productiv-
-22 ity factor indicated; beginning with the fiscal year ending in nine-
-23 teen hundred and eighty-three and continuing through the fiscal
24 year ending in nineteen hundred and eighty-nine, the productivity
25 factors shall be two per cent, four per cent, six per cent, five pc
26 cent, four per cent, two per cent and one per cent, respectively.
27 (c) The medicaid basis of payment for a particular fiscal year
28 shall be obtained as follows:
29 (1) For fiscal years ending in nineteen hundred and eighty-three
30 and nineteen hundred and eighty-four, the medicaid basis of pay
31 ment shall be the product of: (i) medicaid costs, as reduced by t e
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32 productivity factors prescribed in paragraph (a) or (b) multiplied
33 by (ii) the medicaid payment ratio, as computed pursuant to
34 subsection C.
35 (2) For fiscal years ending in nineteen hundred and eighty-five
36 and thereafter, the medicaid basis of payment shall be equal to
37 medicaid costs as reduced by the productivity factors prescribed in
38 paragraph (a) or ( b).

39 (3) For any fiscal year of any acute hospital that exhibits a
40 payor mix where a minimum of sixty-eight per cent of the acute
41 hospital’s gross patient service revenue was attributable to Title
42 XVIII and Title XIX of the federal social security act and local and
43 state government subsidy and free care and bad debt, Title XIX
44 reimbursement shall be calculated with the addition of free care as
45 a definition ofreimbursable costs. The Title XIX shareof free care
46 shall be calculated using Title XIX charges divided by total
47 charges. Such relief shall be granted based upon projected budget
48 year utilization data, by payor mix. The commission shall have the
49 right to request any reasonably attainable data in order to approve
50 or deny any requests for relief under the provisions of this
51 subparagraph.
52 (d) Medicaid payments shall be computed by apportioning the
53 medicaid basis of payment, derived under paragraph (c) to medi-
-54 caid and all other payors pursuant to the apportionment methods
55 specified in the hospital agreement using the charge data applica-
-56 ble to Title XIX beneficiaries. For fiscal years ending in nineteen
57 hundred and eighty-five and thereafter, the resulting medicaid
58 payments shall be adjusted by subtracting the amount determined
59 pursuant to paragraph ( e).

60 (e) The amount subtracted from medicaid payments pursuant
61 to paragraph (d) shall be determined as follows;
62 (1) Apportion the fiscal year nineteen hundred and eighty-three
63 medicaid costs, reduced by the fiscal year nineteen hundred and
64 eighty-three productivity factor as specified in paragraph (a) or
65 (b ), to medicaid and all other payors pursuant to the apportion-
-66 ment methods specified in the hospital agreement using the fiscal
67 year nineteen hundred and eighty-three charge data applicable to
68 Title XIX beneficiaries.
69 (2) Subtract from one (1) the medicaid payment ratio deter-
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mined pursuant to subsection C for the fiscal year for which
payments are being calculated.

70
71

(3) Calculate for the hospital the ratio of: (i) medicaid costs of
the fiscal year for which medicaid payments are being calculated,
excluding the portion, if any, attributable to free care under sub-
paragraph (c), and excluding the portion, if any, attributable to all
volume allowances, including volumeallowances associated with
exceptions approved pursuant to the applicable hospital agree-
ment, accruing for fiscal years after fiscal year nineteen hundred
and eighty-three, and further adjusted pursuant to section fifty-
two A and reduced by the productivity factors specified in para-
graph (a) or (h); to (fi) medicaid costs of fiscal year nineteen
hundred and eighty-three, excluding the portion, if any attributa-
ble to free care under the subparagraph of this subsection B, and
reduced by the productivity factors specified in paragraph (a) or
(b).

72
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(4) Multiply: (i) the Title XIX portion of medicaid costs as
determined pursuant to subparagraph (1); times (if) the difference
calculated pursuant to subparagraph (2) of this paragraph (e);
times (Hi) the ratio calculated pursuant to subparagraph (3). This
product is the amount which shall be subtracted from medicaid
payments pursuant to paragraph ( d).

86
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C. This subsection specifies the method by which the medicaid
payment ratio used in subsection B of this subsection B of this
section is to be calculated.

92
93
94

(a) For the fiscal year ending in nineteen hundred and eighty-
three, the medicaid payment ratio shall be calculated as specified
in subparagraph (1) where the proportions are calculated relative
the the total number of Title XIX days including Title XIX new-
born and Title XIX administratively necessary days, and revised in
accordance with subparagraphs (2) and (3) and subsection F.

(1) The proportion of fiscal year nineteen hundred and eighty-
two Title XIX inpatient days, excluding Title XIX newborn days
and administratively necessary days, multiplied by the fiscal year
nineteen hundred and eighty-two Title XIX adult and children per
diem rate, plus the proportion of fiscal year nineteen hundred and
eighty-two Title XIX newborn days multiplied by the fiscal year
nineteen hundred and eighty-two newborn per diem rate, plus the
proportion of fiscal year nineteen hundred and eighty-two Tit e

95
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97
98
99
100
101
102
103
104
105
106
107
108
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XIX administratively necessary days multiplied by the corres-
ponding 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 admin-
istratively necessary days provided by the hospital in fiscal year
nineteen hundred and eighty-two and the result added to the fiscal
year nineteen hundred and eighty-two Title XIX outpatient pay-
ment percentage multiplied by the total amount of outpatient
charges. The result of this computation shall be divided by the
total fiscal year nineteen hundred and eighty-two medicaid costs.

109
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(2) If a hospital’s fiscal year nineteen hundred and eighty-two
Title XIX per diem rates were adjusted to reflect the deactivation
of beds, the fiscal year nineteen hundred and eighty-three medicaid
payment ratio shall be calculated using fiscal year nineteen
hundred and eighty-two Title XIX rates adjusted to reflect said
bed deactivation as if such deactivation were in effect for all of
fiscal year nineteen hundred and eighty-two. If, during fiscal year
nineteen hundred and eighty-three, the hospital increases the
number of beds in the service category to which such deactivation
applies, the fiscal year nineteen hundred and eighty-three medicaid
payment ratio shall be recalculated utilizing the fiscal year nine-
teen hundred and eighty-two per diem rates which would have
been established if the additional beds had been in service
throughout fiscal year nineteen hundred and eighty-two. Such
recalculation shall reflect only the increase in beds up to the
number which were deactivated in fiscal year nineteen hundred
and eighty-two.

119
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(3) The calculation of the fiscal year nineteen hundred and
eighty-three medicaid payment ratio shall be revised to incorpo-
rate the actual proportions of Title XIX patient days which are
categorized as adult and children days, newborn days, and admin-
istratively 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.

136
137
138
139
140
141
142
143
144 (6) For the fiscal year ending in nineteen hundred and eighty-

four, and for each fiscal year thereafter, the medicaid payment
ratio shall be calculated as follows, where the proportions are
calculated relative to the total number of days for all payors,

145
146
147
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including total newborn and administratively necessary days. The
proportion of fiscal year nineteen and eighty-two inpatient days,
excluding newborn and administratively necessary days, multi-
plied by the fiscal year nineteen hundred and eighty-two Title XIX
adult and children per diem rate, plus the proportion of fiscal year
nineteen hundred and eighty-two newborn days multiplied by the
fiscal year nineteen hundred and eighty-two Title XIX newborn
per diem rate, plus the proportion of fiscal year nineteen hundred
and eighty-two administratively necessary days multiplied by tht
corresponding 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 admin-
istratively necessary days provided by the hospital in fiscal year
nineteen hundred and eighty-two and the result added to the
fiscal year nineteen hundred and eighty-two Title XIX outpatient
payment percentage multiplied by the total amount of outpatient
charges. The result of the computation shallbe divided by the total
fiscal year nineteen hundred and eighty-two medicaid costs. This
medicaid payment ratio shall then be revised in accordance with
paragraph (c) for hospital fiscal years ending in nineteen hundred
and eighty four and paragraph ( d) for hospital fiscal years ending
in nineteen hundred and eighty-five.

148
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(c) Notwithstanding any provision to the contrary, the medi-
caid payment ratio for hospital fiscal years ending in nineteen
hundred and eighty-four calculated pursuant to paragraph (b)
shall be adjusted so that total Title XIX payments to acute hospi-
tals for services provided during hospital fiscal years ending in
nineteen hundred and eighty-four equal fifteen million dollars
more than they would if the medicaid payment ratio as calculated
pursuant to subparagraph (1) were used. Such adjustment shall be
made in two parts.

170
171
172
173
174
175
176
177
178

(1) First, adjust the payment ratio defined in paragraph (b) so

that total Title XIX payments to acute care hospitals equal ter

million dollars more than they would if the medicaid payment
ratio as calculated pursuant to said subparagraph (1) were used.
This adjustment shall be made by adding to or subtracting from

the medicaid payment ratio defined in said paragraph (b) an equa
proportion of each hospital’s medicaid payment ratio as calculate

179
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186 pursuant to said paragraph (b), provided, however, that in no case
187 shall a hospital’s medicaid payment ratio be less than that calcu-
-188 lated pursuant to said subparagraph (1).
189 (2) Second, further adjust the medicaid payment ratio so that
190 total Title XIX payments to acute care hospitals equal five million
191 dollars more than they would if the medicaid payment ratio as
192 calculated pursuant to subparagraph (I) were used. This adjust-
193 ment shall be made by adding to the medicaid payment ratio
194 calculated pursuant to said subparagraph (1) for each hospital an
195 equal percentage of the difference between the medicaid payment
196 ratio calculated pursuant to paragraph (b) and that calculated
197 pursuant to said subparagraph (1).
198 (d) Notwithstanding any other provision to the contrary, the
199 medicaid payment ratio for hospital fiscal years ending in nineteen
200 hundred and eighty-five calculated pursuant to paragraph (b) shall
201 be adjusted so that totalTitle XIX payments to acute hospitals for
202 services provided during hospital fiscal years ending in nineteen
203 hundred and eight-five equal forty million dollars more than they
204 would if the medicaid payment ratio as calculated pursuant to
205 subparagraph (1) were used. Such adjustment shall be made by
206 adding to the medicaid payment ratio as calculated pursuant to
207 said subparagraph (1) for each hospital an equal percentage of the
208 difference between the medicaid payment ratio as calculated pur-
209 suant to said paragraph (h) and that calculated pursuant to said
210 subparagraph (1).
211 ( e) The medicaid payment ratio as calculated pursuant to this
212 subsection shall be adjusted to reflect changes in fiscal year nine-
213 teen hundred and eighty-two medicaid per diem rates or outpa-
214 tient rates which result from final disposition of adminsitrative
215 adjustments, audit adjustments, or appeals of rates to the division
216 of hearing officers or the courts, add any changes in the nineteen
217 hundred and eighty-two medicaid costs determined by the provi-
218 sions of the hospital agreement which result from preliminary and
219 final settlement of liability pursuant to said agreement. For those
220 acute hospitals which exhibit a payor mix where a minimum of
221 seventy-five per cent of the acute hospital’s gross patient service
222 revenue was attributable to Title XVIII and Title XIX of the
223 federal social security and local and state government subsidy and
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I

224 free care and bad debt, this calculation shall not be adjusted due to
changes in fiscal year nineteen hundred and eighty-two Medicaid
outpatient rates which may be required to conform to Volume 42
of the Code of Federal Regulations 447,321.

225
226
227

SECTION 5. Subsection Fof said section 68 of said chapter,
6A, as amended by section 4A of chapter 189 of the acts of 1984, is
hereby further amended by striking out the last paragraph and
inserting in place thereof the following paragraph:

I
2
3
4
5
6

For each hospital’s fiscal year nineteen hundred and eighty-
three, the medicaid payment ratio, as calculated and revised pur-
usant to subsection C, shall be further revised by dividingit by one
minus the percentum (positive or negative) of the medicaid pay-
ment ratio adjustment.

7
8
9

SECTION 6. Said chapter 6A is hereby further amended by
adding the following section;

I
2
3 Section 74. A. There shall be a rate setting commission hospi-

tal advisory and financial assistance board, in this section called
the “board”, to consist of one member designated by the secretary
of the executive office of human services and six members to be
appointed by the governor, one of whom shall be appointed froma
list ofat least three recommendations submitted by the Massachu-
setts Hospital Association, one of whom shall be a physician
appointed from a list of at least three recommendations submitted
by the Massachusetts Medical Society, one of whom shall be a
representative of a nonprofit hospital service corporation under
chapter one hundred and seventy-six A, one of whom shall be a
representative of the Life Insurance Association of Massachusetts,
Inc., and two of whom shall be non providers with experience in or
knowledge of the delivery or financing of hospital and health care
services who shall represent the interests and concerns of business
and labor respectively. Each such member appointed by the gov-
ernor shall serve a term of threeyears and until his successor is duly

qualified, provided however, that in making the initial appoint-
ments to the board, the governor shall appoint two members lor
terms of one year each, two members for terms oftwo yearseach,

and three members for terms of three years each. The governor

4
5
6
7
8
9
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14
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16
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19
20
21

23



HOUSE No. 29501985] 9

24 shall fill any vacancy for the remainder of the unexpired term. The
25 board shall annually elect a chairman from among its members.
26 B. Acute hospitals may apply to the board for financial assist-
-27 ance pursuant to this section. The board shall make a recommen-
-28 dation to the commission regarding each such application. The
29 Board’s recommendations shall include the plan required by sub-
-30 section D and findings of fact regarding the criteria in subsection
31 E. The commission shall, using the standards and criteria of sub-
-32 sections C, D, and E, approve or disapprove each recommenda-
-33 tion within thirty days of its receipt from the board. Failure by the
34 commission to act on a recommendation within said thirty days
35 shall constitute approval of the Board’s recommendation. The
36 commission may not approve assistance without a recommenda-
-37 tion of assistance by the board. Total authorizations pursuant to
38 subsections C and F shall not exceed ten million dollars during
39 each fiscal year, the first fiscal year beginning October first, nine-
-40 teen hundred and eighty-four.
41 C. Assistance provided pursuant to this section may be one of
42 several of the following: loan guarantee, loan, or direct payments.
43 D. Assistance made pursuant to this section shall be contingent
44 on the hospital’s agreement to and continued compliance with a
45 plan of action for the correction of those factors identified by the
46 board as responsible for the financial weakness necessitating
47 assistance.
48 E. The hospital in its application shall demonstrate the fol-
-49 lowing;
50 (a) Whether failure to provide assistance will necessarily jeo-
-51 pardize the continued provision of essential hospital services to
52 citizens of the commonwealth.
53 ( b) Whether alternative methods exist to relieve the financial
54 distress for which assistance is requested. Alternative methods to
55 be considered shall include but need not be limited to merger and
56 consolidation of services with neighboring hospitals or other
57 health care providers and closure of under-utilized services.
58 (c) The extent to which the hospital serves a significant number
59 of indigent patients.
60 The Board in its recommendation and the commission in its
61 approval or disapproval shall consider the foregoing factors, as
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well as the availability of funds in light of the annual limitation on
assistance approvals contained in subsection B.

62
63

F. In order to carry out its obligations under this section, the
Board upon approval by the commission may enter into contracts
and agreements, including agreements with professional consul-
tants, conduct investigations, initiate studies and require the filing
of information relative to any matter affecting the cost and availa-
bility of services in any acute care hospital filing for relief under the
provisions of this section. The board shall consult with agencies of
the commonwealth and health systems agencies designated under
the federal health planning in order to determine whether the
hospital is in conformance with the policies and goals of the state
health plan as established under 42 USC 300k.

64
65
66
67
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G. (a) Assistance payments approved by the commission and
contracts and agreements entered into pursuant to subsection F
for the purpose of determining whether and how to grant assist-
ance shall be paid from a trust fund established for the purpose by
the state treasurer.

75
76
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(6) Each acute hospital shall pay to the commission for the
creation of said fund an equal percentage of its patient care costs
for fiscal year nineteen hundred and eighty-four. The commission
will calculate this percentage so that this assessment for the crea-
tion of the fund totals one million dollars. The board may, with the
approval of the commission, establish a schedule of periodic pay-
ments of this initialassessment based on its projection ofthefund’s
need for cash, provided that all assessments must be paid in full by
October first, nineteen hundred and eighty-five.

80
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(c) Acute hospitals shall make additional payments to the
commission for the trust fund pursuant to this paragraph. Each
acute hospital shall be assessed by the Board, subject to the ap-

proval of the commission, an equal percentage of its then-current
patient care costs as necessary in the opinion of the board to assure
the timely payment of all assistance approved pursuant to this
section and of contracts and agreements entered into pursuant to

subsection F. Assessments madefor assistance which is the form of
a loan guarantee may be deferred indefinitely, to be paid only if
and when the guarantee must be fulfilled. When making assess
ments, the Board shall endeavor to anticipate the fund’s needs in
order to provide hospitals reasonable advance notice and pay

89
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98
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100
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merits. It shall also endeavor to avoid substantial cash balances in
the fund for extended periods of time.

101
102

(,d) Payments made to the assistance fund pursuant to this
subsection shall not be included in patient care costs or otherwise
recognized pursuant to the hospital agreement. Fifty percent of
payments made pursuant to paragraph (c) shall be added to the
working capital allowance determined by the Commission in
accordance with section fifty-one.

103
104
105
106
107
108

(e) Payments to thetrust fund shall be paid within thirty days of
billing. Assessments which are not paid within thirty days of
billing shall be charged interest.

109
no
11l

H. The Board shall annually on or before February first make a
report ofits activities to the general court. Said report shall include
a summary of each application received, the action taken on each
application, and the reason therefor. The report shall also contain
financial statements for the fund established pursuant to subsec-
tion G.

112
113
114
115
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I. In the event that this section ceases to be operative because
Medicare experimental project P-98199/01 as amended ceases to be
in effect for aperiod of six consecutive months, any unencumbered
balance ofthe assistance fund shall be disbursed to acute hospitals
in proportion to their payments into it.

118
119
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J. Actions of the board or the commission pursuant to this
section shall not be appealable pursuant to section thirty-six.

123
124

SECTION 7. Section six ofchapter three hundred and seventy-
two of the acts of nineteen hundred and eighty-two is hereby
repealed.

2
3

SECTION 8. There shall be a study commission to consist of
eight members which shall undertake an investigation and study of
the organization, delivery, and financing of health care services for
recipients of benefits under chapter one hundred and seventeen.

I
2
3
4
5 One member of the study commission shall be designated by the

secretary of the executive office of human services, and seven
members to be appointed by the governor, one member to repres-
ent each ofthe following; the Massachusetts Hospital Association,
the Massachusetts Medical Society, Blue Cross of Massachusetts,
Inc., the Life Insurance Association of Massachusetts, business

6
7
8
9
10
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labor, and recipients of benefits under chapter one hundred and
seventeen of the General Laws.

11
12

Said commission shall develop a plan to monitor the costs and
utilization of health care services for recipients of benefits under
chapter one hundred and seventeen, and to examine the composi-
tion and trends over time in the recipient caseload. The commis-
sion shall prepare a preliminary report to the general court which
shall be filed with the clerk of the house of representatives on or
before April first, nineteen hundred and eighty-six.

13
14
15
16
17
18
19
20 Said commission shall also explore the feasibility of asystem of

managed care for ensuring the appropriate utilization of health
care services by this population, and shall evaluate financing
options for these services. The commission shall file its final report
with the results of its study and recommendations no later than
April first, nineteen hundred and eighty-seven.

21
22
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SECTION 9. If the medicare experimental project P-98199/1-
01 or any extension thereof or successor thereto ceases to be in
effect for a period of six consecutive months, then at the end of
such six month period, provisions of this act will become void and
cease to be in effect.
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SECTION 10. If any clause, sentence, paragraph, subsection,
section, or chapter of this act shall be adjudged to be invalid by any
court or competent jurisdiction, the judgment shall not affect,
impair, or invalidate the remainder thereof.

1

3
4

SECTION 11. No other section of this act shall become opera-
tive unless any federal approval of the provisions ofsections three,

four, and five of this act required by the terms of the waiver of Title
XIX principles ofreimbursement dated September thirtieth, nine-
teen hundred and eighty-two is obtained and in effect.
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