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REOUESTED ACTION

Actmn q: Pursuam io RSA 14 3(} ‘a, VI Addmonai Revenues authorize the Department of Hedlth and -
‘Human’ Servmes to accept and cxpend additional’ Drug Rebate revenue in- thié amount of '$15,899,592
: effeotwe upon approval by’ the Fiscal- Committee and Govemor and Council through June 30, 20] 6 a,nd_
author;;?e the al]ocauon of ihese funds 1f1 the accounts befow - '

'Aclwn 24 Pursuant to the prowsmns of Chapter 276; 143 des of 2015, authorlze ihe Dcpaﬁment oi .

Health and ‘Hyman Services. to transfer the Medicaid ]Tnhancemcnt ~ Privaie Lo 1:Funds in the amount.

_ _of $7.904,402 and . pﬁrsuant t6 RSA :14:30-a, VI, Additional Rcvenues authorlze the ‘Department of'._
" Health-and: Human Services to dccept and expend the additional ;natchmg federal funds from the Umtedf

States Depariment of Health and Human Services, ‘Centers,_ for Medicare and Medicaid Services, in the
“amount ol $7,912,306 effective .upon approval by the, Fiscal Con’amlﬁee and chemor and Counoﬂ

“'through June 39 2016"‘dnd author;m the al?acatzon of t§1ese funds n the accounts below ST '

' '-47 470{}1{)~"’948 }:—IIIS Ofﬁae of Medlca;d and Poimy,f fedicaid C

0104 79480000*403978 000 |Federal Funds ™ o0 . $344.389,010] s - $3443800101

' ":Agencyincome Mcdxcald ST T N | NN RS
010 79430000402202 Go#iﬁnhanccmem “Loeal 1. $124.656,230]°(87.904,402)] U ($7,995,190) . v W 8108.756,638)
010-79480000-407145-007 “JAgensy Income Drup Rebatéé COOUUSIRISTOGAE] A i e T ] 815 899,5021 . (829,470,527

{010-79480000-406843-009 “|Ageicy Incomie MEAD = - 4 $178.399 b L . 1 178128309

01079430000 S GenemlFund R $184,684,6581 . 5 ] T s184684,658]
P R Tota]Revenue $667429233 ($7,002.402)1 . (87,995.,190)| - 815,899,592 5'$667429233

- [5a1-500801 T A Sei Aside R BT E T EESE SRS S O TG

101500729 ' " {Medical Payments fo Providers $666.721,652| 8666,72},652

;lQ2-50073_§ U --_Contracts for Program Services [ 5 8207,172) 0 e T S ' $297,172
P R Telal Expeusc 667,429,233 L ' 2 . $667,4292331
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05-95-47-470016-7943 HHS: Office of Medicaid and Policy, Uncompensated Care Fund

010.794300060-403978-060 Federal Funds: Medical Grants $95,950,758 $7.612,306 3103,863,064.
010-79430000-402201-003 Medicald Enhancement-Local $95,850,408 £7,504,402 £103,754,810
Total Revenue $191,801,166 $15,816,708 $207.,617,874
041-500801 Audit Set Aside £100,350 $7.904 $108,254
_182-50073 1 Contracts for Program Services $324,704 $0 $324,704
515-500337 Hospital Uncomp Care Pool $151,376,112 $15,808 804 $207,184,916
Total Expense $191,801.166 | $15,816,708 $207.617,874
EXPLANATION

As a result of a shortfall in Medicaid Enhancement Tax (MET) Revenue received in SFY 2016 and
changes to the cafculation of uncompensated care costs by the federal government, the Department’s
liability to the State’s hospitals under the Disproportionate Share Program (DSH) for their uncompensated
care has exceeded the amount budgeted for SFY 2016 for the DSH payment.

The shortfall in MET revenue of $7,995,190 and the increase expense for DSH in the amount of
$7,904,402 (excluding the federal match) has resulted in an overall shortfall of $15.9 million that this
proposed transfer seeks to cover in order (i) to pay the DSH payment in full and (i) to cover the shortfall
of MET revenue. This item transfers money from the provider payment account to the uncompensated
care fund to cover the increase in the DSH liability and accepts and expends additional drug rebate
monies to reimburse the provider payment account in order that the Department meets all of its provider
payment obligations.

DSH Shortfail

New Hampshire’s Critical and Non Critical Access Hospitals annually file their Medicaid Enhancement
Tax (MET) and self-report Uncompensated Care Costs, in April and May respectively. DSH payments
are required to be paid to New Hampshire hospitals to reimburse for care for which they have not been
paid, known as “Uncompensated Care.”

DSH payments are distributed and paid annually by May 31st and are processed in the folfowing priority
order (subject to certain caps at both the ceiling and floor level):

1) Critical Access Hospital will be reimbursed at an amount equéi to 75% of UCC
2) Non-Critical Access Hospital will be reimbursed at an amount equal to 50% of UCC
3} Remaining funds shall support Medicaid Provider payments
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'The State s ﬁscal year 2016 D%H obhgatlon was h]gher than couid have been antlclpated at the time. the

current ‘biennial budget was enacted because.of a subsequent change in the definition of- unccmpensated o

care by the federal govemment that resulied in’ ‘the issuance of & preliminary m_]unctlon by the Federal
District Court of ‘the District of New Hampshxre in-New Hampshlre Hosp:te} Asscczat;on V. Sylwa
"Matthews Burwell “The” effect of the- prehmmary injunction prevents the inclusion of any thlrd party
payments against hospltal Costs to arrive at.a net"Uncompernsated: Care Cost. Asan exampie previous
 charges reimbursed by Medicare, wh;ch would have lowered uncompensatcci care, dre now excludcd .
ailowmg thosc charges to be ccas1dered unre1mbul sed and sub_]ect toa DSH paymcm '

An add1t;ona] s;gnlﬁcant factor mﬂuencmg the Statc 8 DSH I;abzilty for f scal year 2016 is the fact that
-:the hosp1tals uncompensated care.Costs were xequlred to be calculated for the pu;‘peses of the 2016 DSH
pay using fiscal year ! 2014 unccmpensated care data. Betause of the varying ﬁscal ycars for New

: ._'Hampshne’s hcspxtais and the fact that the Néw I—Iampshlre Health' Protectlon program did not commence

. until September 201 reduction” in. hospﬁals uncompensatcd care that thas and will continue to-be

i b e_-.ﬁsca y'ear 2014 UCC data. The Department and the hcsp1te§s antic;pate B

-+ “that fiscal vear: 2015 uncompensated care costs wrll be s;gmﬁcantiy lcwer as that year wxﬂ reﬂcct mere

HPP pxegram ol by

= MET'Revenue &,hertfal

"='I he Medlcazd Enhancement Tax is assessed at 5. 45% of net pat;eut service reveniie,: collected by the.

: -'_Department of Revenue Adiinistration, and subsequenﬂy transferred to DHHS. MEF revenug i§’ first -

_ distrl’outed to fund DSH payments felloweé by Medicaid provider payments (in prior budget years 1he'

-;prowdel payments were funded first and once the budget was satisfied, the remainder was available fcr
DSH).. 'MET revenue in total was pchccted at $220.5 mzl]zon MET is currently pro;ected o ccme in’ et

" $212 5: ﬁhon Iess than planned by $7 9 mzihcn T : : SK R S

.-...-j.'Because MET funds both DSH and pmvzder payments and since” thc iaw requires DSH to be satisﬁcd
. first, the Department is” requestmg to transfer $7.9. mllhon ‘of MET - originally budgeted in prowder'_
-_payment 1o the DSH account,” which can ‘then be" matched w1th federai “funds to. sa‘usfy the fuil__DSH .

e obhgat;on of $15:9 million. ‘However, after the transfer, it will create atevenue shortfall‘in the provider”. -

- payment “account. In’ order to .cover the shortfall, DHHS s also requestmg to. accept and expend

e 'iiaddmonal drug rebate revenne te ccntmue to fund prcv;der payments

-”’_Due t0. delays in the SFYIG MCO contract negotlanons whlch whcn executed wcu§d allow the MCOS (R

-negct;ate and receive rebates d1rectiy fromi manufactures, ‘DHHS ‘was able to. continue nvoicing and -
. receiving’ manufacturer drug rebates: dzrectly -As a result, rebate ccllectmn are expected 1o exceed the
'.."_-';a.moent bucigcted “This additional revenue 15 expccted to’ be a 0ne~tzme gam for SFY 16 and is nct'

:-expected o repeat itself in SPYI’F ' S - =

' ,DSH payments totaimg the budgeted $191 4 mxlhon were processed on May 3ist The remammg DSH

'owed of $15.9 million is contmgent upon‘the. Ftscal Committe¢ and Governor and Councﬂ approvai of the ™ ..

St transfer and dccept and expend of dreg rebate revenue at theu respectwe June meeungs
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Source of Funds
Account 7943 50% Federal Medicaid Funds and 50% Medicaid Enhancement — Private Local Funds

Account 7948:  52% Federal Medicaid Funds, 16% Medicaid Enhancement — Private Local Funds,
4% Drug Rebates, 28% General Funds

Respectfully submitted,

Sheri L. Rockburn

Chief Financial Officer

The Department of Health and Human Services’ Mission is to join communitres and families in pro viding
opportunities for citizens to achieve health and independence.



