DEPARTMENT OF HEALTH & HUMAN SERVICES

Centers for Medicare & Medicaid Services CM 5
7500 Security Boulevard, Mail Stop 53-13-15 : _—
Baltimore, Maryland 21244-1850 CENTERS for MEDICARE & MEDICAID SERVICES

Center for Medicaid, CHIP, and Survey & Certification (CMCS)

Mr. Stephen Fitton, Medicaid Director
Medical Services Administration
Department of Community Health
400 South Pine

Lansing, M1 48933

RE: Michigan State Plan Amendment (SPA) 10-14
Dear Mr. Fitton:

We have reviewed the proposed amendment to Attachment 4.19-A of your Medicaid State plan
submitted under transmittal number (TN) 10-14. Effective for services on or after September 29,
2010, this amendment revises the methodology for making disproportionate share hospital
(DSH) payments from the Small Hospitals and Outpatient Uncompensated Care DSH pools.

We conducted our review of your submittal according to the statutory requirements at sections
1902(a)(2), 1902(a)(13), 1902(a)(30), 1903(a), and 1923 of the Social Security Act and the
regulations at 42 CFR 447 Subpart C. We hereby inform you that Medicaid State plan
amendment 10-014 is approved effective September 29, 2010. We are enclosing the HCFA-179
and the amended plan pages.

If you have any questions, please call Todd McMillion at (608) 441-5344.

Sincerely,

Director (CMCS)

Enclosure
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Attachment 4.19-A
Page 24a

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of MICHIGAN

Methods and Standards for Establishing Payment Rates
Inpatient Hospital Care

d. Small Hospital Pool

A special pool of $7.5 million will be established and renewed annually at the same
level. The purpose of the pool is to assure DSH funding for hospitals and hospital
systems that received less than $900,000 in state fiscal year 2008 under Section
H.1. For the purposes of this section, a hospital system is defined as two or more
affiliated hospitals. Affiliations will be determined based upon Michigan Medical
Services Administration hospital records, and according to policy promulgated
pertinent to this DSH pool. No payment less than $1,000 will be made from the
$7.5 million small hospital pool. ‘

In order to receive a payment from the Small Hospital DSH Pool, all three of the
following must apply:

1) Hospitals must meet minimum federal requirements for Medicaid DSH
payments,

2) Hospitals must have Medicaid utilization of not less than 1% based on the
formula in Section H, and,

3) Hospitals and hospital systems must have received less than $900,000 in DSH
payments in state fiscal year 2008 under Section H.1.

Small Hospital DSH payments will be based on Title XIX charges and Medicaid
utilization. Title XIX charges used for computing DSH payments from this pool
will be the sum of Title XIX charges and Title XIX MCO charges. The Medicaid
utilization rate will be based on the proportion of Medicaid inpatient days to total
hospital days as specified in Section H. Each hospital’s Title XIX charges and
Medicaid utilization will be taken from hospital cost reports for cost periods ending
during the second previous state fiscal year.

The formula to calculate the distribution of payments from the Small Hospital DSH
Pool will be as follows:

1) Hospital Title XIX Charges x Hospital Medicaid Utilization = Hospital Pool
Factor

2) Hospital Pool Factor x  Small Hospital Pool Allocation
2. of all Hospital Pool Factors

TN NO.: 10-14 Approval Date: Effective Date: 09/29/2010

Supersedes
TN No.: 09-04



Attachment 4.19-A
Page 24c¢

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of MICHIGAN

Methods and Standards for Establishing Payment Rates
Inpatient Hospital Care

Aggregate DSH expenditures will be made in accordance with Section 1923(g)(1)(A) of the
Social Security Act. Prior to computing the amount of payment each individual hospital is
eligible to receive from this pool, all other DSH and Medicaid payments that the hospital is
scheduled to receive will be counted against the hospital’s DSH limit.

g. Outpatient Uncompensated Care DSH Pool

A special pool will be created annually for the purpose of reimbursing hospitals for a
portion of their uncompensated care. The pool amount will be $38,300,000 in fiscal year
2007, $63,200,000 in fiscal year 2008, $60,000,000 in fiscal year 2009, $87,000,000 in
fiscal year 2010 and $60,000,000 each subsequent fiscal year. Payments from the pool will
be made annually.

In order to qualify for a payment from the Outpatient Uncompensated Care DSH Pool,
hospitals must meet the minimum requirements for Medicaid DSH payments as specified in
Section H. Funds will be distributed from the Outpatient Uncompensated Care DSH Pool
to qualifying Privately-Owned or Operated and Non-State Government-Owned or Operated
DSH eligible hospitals in Michigan.

The Outpatient Uncompensated Care DSH Pool will be split into Small and Rural and
Large-Urban components as follows:

Component Fiscal Year Fiscal Year Fiscal Year Fiscal Year | Subsequent
2007 2008 2009 2010 Fiscal Years
Small and Rural $18,900,000 | $31,100,000 | $30,000,000 | $43,500,000 | $30,000,000
components
Large-Urban $19,400,000 | $32,100,000 | $30,000,000 | $43,500,000 | $30,000,000
components
TOTALS $38,300,000 | $63,200,000 | $60,000,000 | $87,000,000 | $60,000,000

For purposes of distributions from this pool, any qualifying DSH hospital located in
Michigan with less than 100 acute care beds or any qualifying DSH hospital located in a
Michigan rural or Micropolitan County will be eligible to receive a proportional share of
the Small and Rural components of the pool.

Also for purposes of distributions from this pool, any qualifying DSH hospital with 100 or
more acute care beds and located in an urban Michigan county will be eligible to receive a
proportional share of the Large-Urban components of the pool.

The distribution of funding from the Outpatient Uncompensated Care DSH Pool will be
based on each hospital’s proportion of outpatient uncompensated care relative to other
hospitals in the pool. The formula below will be used to calculate the distribution of
payments from the Outpatient Uncompensated Care DSH Pool.

TN NO.: _10-14 Approval Date: Effective Date: 09/29/2010
Supersedes

TN No.: _07-15



