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AN ACT

Providing for use of tobacco settlenent noneys for charity
heal th care.
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The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:

Secti on

1

Short title.

This act shall be known and may be cited as the Pennsyl vani a

Charity Care Act.

Secti on

2.

Legi sl ative findings.

The Ceneral Assenbly finds that:

(1)

Hospi tal s provi ded over $840, 000, 000 in

unconpensated care in 1999, a figure that has risen over 5%

annual |y over the past decade.

(2)

Unconpensated care is clearly related to the ability

of patients to pay for care. In turn, the tw factors

limting a patient's ability to pay are the | ack of insurance

coverage and the lack of income. Currently, nearly one of

every ten Pennsyl vani ans does not have health insurance

cover age,

(3)

a figure that has risen over the past five years.

We do not have reliable data on the geographic and

denogr aphi c distribution of the uninsured within this

Commonweal th. There are, however, reliable surrogates for the

uni nsur ed,

as wel |

(4)

i ncluding the incone data and unenpl oynent dat a,

as Medicaid enroll nent data.

The Medicaid programin this Commonweal th currently

provi des paynents to assist sonme hospitals with the costs of

provi di ng unconpensated care for | owincome and uni nsured
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1 patients. There are three basic funding streans under

2 Medi caid for this purpose. They include inpatient

3 di sproportionate share paynents, outpatient disproportionate
4 share paynents and conmunity access fund provider paynents.

5 O this Comonweal th's 254 acute care hospitals, 128 receive
6 funds through these three prograns. Conbi ned Federal and

7 State funds for these hospitals anount to about $304, 000, 000,
8 about 56% of the reported cost of unconpensated care at those
9 hospital s receiving assi stance. The Federal Governnent

10 provi des slightly nore than half of these funds.

11 (5) This Commonweal t h does not have a public hospital

12 systemto provide charity care. In those states that do run
13 publ i c hospitals, unconpensated care represents about one-

14 third of the total costs for those facilities.

15 (6) On average, the tobacco settlement will provide the
16 Comonweal t h approxi mat el y $400, 000, 000 annually in State

17 revenues. These noneys can be used to suppl enent, but not

18 suppl ant, State Medi caid spendi ng. Tobacco settl enment noneys
19 channel ed t hrough the Medi caid program woul d be matched with
20 Federal funds.
21 (7) As one of the standards for qualifying as an
22 "institution of purely public charity” under the act of
23 Novenber 26, 1997 (P.L.508, No.55), known as the Institutions
24 of Purely Public Charity Act, an institution nust provide
25 unconpensat ed goods and services equal to 3% or nore of its
26 total operating expenses.
27 (8) Providing conpensation to hospitals bearing a
28 significant financial burden from unconpensated care pernmts
29 the continued viability of those institutions and conti nued
30 access to care for the nedically indigent and uni nsured.
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Section 3. Definitions.

The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Charges."” The rate or anount billed by a provider for
speci fic goods or services provided to a patient, prior to any
adj ustment for contractual allowances.

"Departnment.” The Departnent of Public Welfare of the
Conmonweal t h.

"Di sproportionate share paynent." Paynents made to
qual i fying hospitals that serve high volunmes or |arge nunbers of
Medi cai d and i ndigent care patients under the Pennsyl vani a
Medi cai d program including matching funds nmade avail abl e by the
Federal Government pursuant to Title XI X of the Social Security
Act (49 Stat. 620, U S.C. 8§ 301 et seq.). The termshall include
any paynents made to hospitals for inpatient disproportionate
share, outpatient disproportionate share and conmunity access on
or before the effective date of this act.

"Extraordi nary expenses." The cost of hospital inpatient
services provided to the uninsured that is in excess of twce
that hospital's average cost per stay for all patients.

"Fund." The Unconpensated Care Fund created under this act.

"Health Care Cost Containnent Council." The council created
pursuant to the act of July 8, 1986 (P.L.408, No.89), known as
the Heal th Care Cost Contai nment Act.

"Health system"” Two or nore hospitals operated by a single
corporate entity, whether or not each facility operates under an
i ndi vidual or a corporate |icense.

"Hospital." An institution having an organi zed nedi cal staff

which is engaged primarily in providing to inpatients, by or

20010H1689B2076 - 4 -
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under the supervision of physicians, diagnostic and therapeutic
services for the care of injured, disabled, pregnant, diseased
or sick or mentally ill persons. The termincludes facilities
for the diagnosis and treatnment of disorders within the scope of
speci fic nmedical specialties. The term does not include
facilities caring exclusively for the nmentally ill or patients
wi th behavi oral health probl ens

"Hospital service territory." The geographic region used by
the Health Care Cost Contai nment Council to determ ne the area
in which the preponderance of each hospital's patient |oad
resi des.

"Insurer.™ An insurance conpany, association, reciprocal,
heal t h mai nt enance organi zation, fraternal benefits society or a
ri sk-bearing preferred provider organization that offers health
care benefits and is subject to regulation under the act of My
17, 1921 (P.L.682, No.284), known as The I nsurance Conpany Law
of 1921, or the act of Decenber 29, 1972 (P.L.1701, No.364),
known as the Health M ntenance Organi zation Act. The term shal
al so include an entity and its subsidiaries that operate subject
to the provisions of 40 Pa.C.S. Ch. 61 (relating to hospital
pl an corporations) or 63 (relating to professional health
services plan corporations), or both.

"Inpatient day." Each day of an inpatient hospital stay.

"Medicaid.” The State-adnm nistered program operated under
sections 443.1, 443.2 and 443.3 of the act of June 13, 1967
(P.L.31, No.21), known as the Public Wl fare Code.

"Medi cal assistance days."” The nunber of inpatient days
provi ded by a hospital to patients covered by the Medicaid
programor simlar prograns in other states.

"Medically indigent." Lowinconme and noderat e-i ncone

20010H1689B2076 - 5 -
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i ndi vi dual s who either lack health insurance coverage or whose
heal th i nsurance coverage is insufficient to provide themwth
adequate coverage for the services that they require or who are
enrolled in or are eligible for enrollnent in the Medicaid
program

"Medi care SSI days." The nunber of inpatient days provided
by a hospital to patients eligible for both Medicare Part A and
suppl enental security inconme (SSI) as determ ned by the Federal
Heal t h Care Financing Adm nistration.

"Net patient revenue." The aggregate actual paynents
recei ved by a hospital as conpensation for services provided
directly to patients. The term does not include revenue from
ot her sources, including paynments received from operations such
as cafeteria, parking office space rentals, research, education
activities, endowrents and trust funds.

"Payer." A governnmental or nongovernnental third-party payer
or any other purchaser of hospital services.

"Tobacco settlenent.” The settlenent agreenent and rel ated
docunents entered into on Novenber 23, 1998, by the Commonweal t h
and |l eading United States tobacco product manufacturers and
approved by the court in Conmonwealth v. Philip Morris, Apri
Term 1997, No. 2443 (C. P. Phil adel phia County), on January 13,
1999.

"Unconpensated care.” Patient care for which a hospital
recei ves no conpensation, including the cost of providing free
i npatient and outpatient care to the nmedically indigent, the
cost of delivering such care to patients who do not pay sone or
all of their charity care and other bad debt as defined by
regul ati on of the Department of Public Wl fare. The term does

not include the difference between negotiated or contractual
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1 paynents which are bel ow hospital usual and customary charges,

2 other discounts fromcharges, unpaid bal ance billing of Medicaid
3 patients or the cost of community service prograns, educational
4 progranms, outreach prograns and ot her special progranms. The term
5 also does not include any overdue Medicare or Medicaid paynment

6 owed by the Federal or State Governnment of any Medicare or

7 Medicaid contractor

8 "Unconpensat ed care paynent program” The program

9 established under this act to reinburse eligible hospitals for
10 providing unconpensated care and for extraordi nary expenses.

11 Section 4. Unconpensated Care Fund.

12 (a) Fund established.--The Unconpensated Care Fund is

13 established in the departnent as a restricted recei pt account.
14 Funds deposited in this account shall be used to nake paynents
15 to eligible hospitals for unconpensated care and extraordinary
16 nedical expenses as determ ned by this act. Annually a portion
17 of the funds fromthe tobacco settlenent agreenent proceeds paid
18 to Pennsylvania shall be deposited into the fund. Ei ghty-five

19 percent of the tobacco settl enent noneys deposited in this fund,
20 including any Federal matching funds, shall be reserved for
21 rmaki ng paynents under section 6(c).
22 (b) Voluntary contributions.--The departnment may al so
23 deposit any other voluntary contributions nmade by ot her payers
24 into the fund as received.
25 (c) Disproportionate share paynents.--The departnent shal
26 have the authority, with the consent of the affected hospitals,
27 to deposit Medicaid disproportionate share noneys into the fund
28 and to distribute such funds consistent with this act. In the
29 event that the departnent receives a waiver fromthe Federal

30 Health Care Financing Agency under section 9, Medicare
20010H1689B2076 -7 -



1 disproportionate share paynents nay al so be deposited into this
2 account and distributed according to the provisions of this act.

3 Section 5. Powers and duties of departnent.

4 The departnent shall have the followi ng powers and duti es:

5 (1) Adm nister the unconpensated care paynent program
6 (2) Collect such data as may be necessary to determ ne
7 hospital eligibility for unconpensated care paynents and the
8 anount of paynment to be made to each eligible hospital,

9 i ncludi ng collecting data on unconpensated care fromthe

10 Heal th Care Cost Contai nment Council, data on Medicare SS|
11 days fromthe Health Care Financing Adnmi nistration and data
12 on nedi cal assistance inpatient days fromthe Medicaid

13 program

14 (3) Determne eligibility for unconpensated care

15 paynents based on the criteria established under this act.
16 (4) WMake unconpensated care paynents to eligible

17 hospital s. The departnment may conbi ne the paynents for

18 hospitals that have nerged into a single entity and fairly
19 separate paynents for a hospital or health systemthat

20 separates into two or nore entities.

21 (5) Seek Federal matching funds under the Medicaid

22 programto suppl enment paynents under this act.

23 (6) To develop such rules, regulations, forns and

24 procedures as may be necessary to inplenment this act.

25 (7) To negotiate an agreenent with affected hospitals to
26 i ncorporate any and all disproportionate share paynents into
27 t he unconpensated care paynent program

28 (8) To audit the financial records of any hospital

29 recei ving funds under this act, consistent with the

30 provi sions of Federal and State |aw.

20010H1689B2076 - 8 -



Section 6. Paynents for unconpensated care.

(a) Eligibility requirenments.--Annually all hospitals wll
be ranked based on their unconpensated care |evels, which shal
be the sumof the follow ng cal culations for each hospital:

(1) The anmount of unconpensated care provided by a
hospital as a percentage of net patient revenue based on the
nost recent data supplied by the Health Care Cost Cont ai nnment
Counci | .

(2) Medicare SSI inpatient days as a percentage of total
i npati ent days based on the nost recent data supplied by the
Heal t h Care Financing Adm nistration.

(3) Medical assistance inpatient days as a percentage of
total inpatient days based on the nbst recent data avail abl e
fromthe Medicaid program

Those hospitals that rank in the top half of all hospitals
ranked by their aggregate score shall be eligible for paynents.

(b) Treatnment of mssing data.--In the event that data on
any individual hospital is unavailable to the departnent, the
departnment shall determne if, inits judgnment, there are
extenuating circunmstances that prevent that data from being
avai l able. If there are extenuating circunstances present, the
departnment may use an average of the two nost recent years for
which data is available. If there are no extenuating
ci rcunst ances present, the departnment shall treat any m ssing
data as though it were reported by that hospital to be zero.

(c) Paynent methodol ogy.--Eligible hospitals shall receive
paynents based on the follow ng cal cul ati ons:

(1) Each hospital's unconpensated care sum as determ ned
in subsection (a) shall be nmultiplied by the three-year

average of that hospital's total inpatient days.

20010H1689B2076 - 9 -
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(2) The results from paragraph (1) shall be total ed.
(3) The unconpensated care sum for each hospital shal

be divided by the sum determ ned pursuant to paragraph (2) to

determ ne each eligible hospital's share of the avail able

f unds.

(4) Determne each eligible hospital's paynment by

mul ti plying that hospital's share tinmes the total anount of

avai | abl e funds.

(d) Limtations.--1n no case shall the paynments to an
eligible hospital under this act exceed the aggregate cost of
i npatient services furnished to recipients, general assistance
reci pients and the uninsured under Title XI X of the Federal
Soci al Security Act. In no case shall the State funds paid under
t he unconpensated care paynent programis any fiscal year exceed
t he amount of funds appropriated by the General Assenbly to the
department and deposited in the fund. The provision of
unconpensat ed care paynents under this section shall in no way
constitute an entitlenment derived fromthe Commonweal th or a
cl ai mon any other funds fromthe Conmonweal t h.

Section 7. Reinbursenent for extraordinary expenses.

(a) Applications.--Annually a hospital nay apply to the
departnment to receive paynent if the hospital provided
unconpensated care to individuals with extraordi nary expenses
and is not eligible to receive paynent under section 6. The
departnment shall annually provide every hospital not eligible
for paynment under section 6 with an application for
extraordi nary expenses. Hospitals shall receive a paynent equal
to the cost of the extraordi nary expense claimin excess of
twice the hospital's average cost per stay for all patients. In

the event the total anount of all applications for reinbursenent

20010H1689B2076 - 10 -
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for extraordi nary expenses exceeds the anmount of funds avail abl e
for such purpose, each hospital shall receive a prorated anmount
of its extraordi nary expenses.

(b) Limtations.--1n no event shall the paynments to any
hospital authorized to receive paynment under this section exceed
t he aggregate cost of services furnished by that hospital to al
i ndi vidual s with extraordi nary expenses. In no case shall the
aggregat e anmount of extraordi nary expense paynents in any fiscal
year exceed the anpunt of the appropriation to the departnent
for the extraordi nary expense paynent in that fiscal year. The
provi sion of extraordinary expense paynents under this act shal
in no way constitute an entitlenent derived fromthe
Commonweal th or a claimon other funds of the Commonwealth. In
the event that, in any fiscal year, any of the funds avail able
under this section are not encunbered, those funds shall be used
to provide paynents under section 6. No nore than 15% of the
total funds appropriated in any fiscal year under this act shal
be used to provide rei nbursenent for extraordi nary expenses.
Section 8. Hospital responsibilities.

Every hospital that receives paynent under this act shal
neet the follow ng requirenents:

(1) Agree to accept all individuals for treatnent
regardl ess of their ability to pay.

(2) Agree not to balance bill Medicaid patients or other
pati ents whose househol d i ncone was at or bel ow 185% of the
Federal poverty |evel.

(3) Ensure that any energency admi ssion or treatnent is
not del ayed, held pending a determ nation of coverage, or
subject to the inposition of prepaynment or deposit.

(4) Agree to enroll health system owned physician

20010H1689B2076 - 11 -



1 practices and clinics as Medicaid providers.

2 (5) Attenpt to obtain health insurance coverage for any
3 uni nsured individual, including assisting individuals in

4 applying for Medicaid or the Children's Health Insurance

5 Program

6 (6) Have a policy and programin place to seek pronpt
7 collection of any clainms, including a collection from an

8 i nsurer or making paynent arrangenents with the individual
9 responsi bl e for paynent for care rendered.

10 (7) Submt a plan to the departnment for its approval
11 that woul d assess the ability of |owincone individuals,

12 Medi cai d beneficiaries and the uninsured residing in that
13 hospital's service territory to access outpatient services.
14 The plan woul d include a description of how that hospital
15 wi |l ensure broader access to outpatient care and

16 preventative services.

17 (8) Post and otherw se provide notice to patients

18 regarding the availability of nedical services and the

19 obl i gations of hospitals under this act to provide free
20 servi ces.
21 (9) Provide the departnment and the Health Care Cost
22 Cont ai nment Council, within 120 days of the conpletion of its
23 fiscal year, an audited financial statenent that includes a
24 statenment as to the |l evel of unconpensated care provided by
25 t hat hospital

26 Section 9. Audits.

27 (a) Departnental.--The departnment nmay audit the records of
28 any hospital receiving paynents under this act to di sapprove the
29 allowance of any unconpensated care amount, to determ ne the

30 reasonabl eness of any data used in calculating the allocation

20010H1689B2076 - 12 -
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and distribution system and otherw se to ensure conpliance with
this act. The departnent shall have the authority to order an

i ndependent performance audit of the clains nanagenent, billing
and col l ection processes of any hospital receiving paynents from
t he fund.

(b) Auditor General.--The Auditor General may audit the
records of any hospital to determ ne conpliance with this act.
Such authority shall include performance and fiscal audit
responsi bility. The Auditor CGeneral shall periodically conduct a
random audit of the unconpensated care of a select sanple of
hospital s and provide the General Assenbly and the depart nment
with a report on the results of such audits.

Section 10. Wiver request.

The departnent, in cooperation with representatives of the
hospital industry, shall develop an application to request a
wai ver by the Federal Health Care Financing Agency to all ow
Medi care di sproportionate share paynents made to Commonweal t h
hospitals to be deposited into the fund.

Section 11. Availability of unconpensated care funds.

No hospital shall advertise by any neans the availability of
unconpensated care, its designation as a hospital qualifying for
unconpensated care funding or the recei pt of noneys fromthe
f und.

Section 12. Data conpliance and reporting.

The departnent and the Health Care Cost Contai nment Counci
may adopt policies and regulations to inprove the accuracy,
consi stency and tineliness of the data required to inplenent
this act. Al data used to qualify hospitals for paynent and to
di stribute funds shall be available to the public.

Section 13. Reports.
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The departnent shall annually report to the General Assenbly
the foll ow ng information:

(1) The nane, address and anmount of unconpensated care
provi ded by each hospital in this Comonwealth.
(2) The amount paid to each qualifying hospital fromthe

f und.

(3) Deposits into and di sbursenents fromthe fund.
(4) Any other information the departnment deens rel evant

and useful .

Section 14. Eval uation.

Beginning no later than two years after the effective date of
this act, the Legislative Budget and Fi nance Comm ttee shal
conduct an evaluation of the qualification and paynent methods
used in this act. The commttee shall establish a working
advi sory comm ttee conprised of individuals with expertise in
hospital adm ni stration, hospital finance and rei nbursenent,
hospi tal accounting, hospital patient accounts managenent and
representatives of the departnent and the Health Care Cost
Cont ai nment Council. The commi ttee shall nmake recommendati ons as
needed to the General Assenbly on changes to the nethodol ogies
and fornulas contained in this act.

Section 15. Appropriation.

The sum of $60, 000, 000 is hereby appropriated to the
Department of Public Welfare fromthe paynments received by the
Commonweal th pursuant to the tobacco settlenent for the fiscal
year July 1, 2001, to June 30, 2002, to carry out the provisions
of this act.

Section 16. Expiration.
This act shall expire five years after the effective date of

this section, unless otherw se extended.
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1 Section 17. FEffective date.
2 This act shall take July 1, 2001.
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