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petitioner’s environmental assessment
without further announcement in the
Federal Register. If, based on its review,
the agency finds that an environmental
impact statement is not required and
this petition results in a regulation, the
notice of availability of the agency’s
finding of no significant impact and the
evidence supporting that finding will be
published with the regulation in the
Federal Register in accordance with 21
CFR 25.40(c).

Dated: January 6, 1995.
Alan M. Rulis,
Acting Director, Office of Premarket
Approval, Center for Food Safety and Applied
Nutrition.
[FR Doc. 95–897 Filed 1–13–95; 8:45 am]
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SUMMARY: This notice announces the
preliminary Federal fiscal year (FFY)
1995 national target and individual
State allotments for Medicaid payment
adjustments made to hospitals that serve
a disproportionate number of Medicaid
recipients and low-income patients with
special needs. We are publishing this
notice in accordance with the
provisions of section 1923(f)(1)(C) of the
Social Security Act (the Act) and
implementing regulations at 42 CFR
447.297 through 447.299. The
preliminary FFY 1995 State DSH
allotments published in this notice will
be superseded by final FFY 1995 DSH
allotments to be published in the
Federal Register by April 1, 1995.
EFFECTIVE DATE: The preliminary DSH
payment adjustment expenditure limits
included in this notice apply to
Medicaid DSH payment adjustments
that are applicable to FFY 1995.
FOR FURTHER INFORMATION CONTACT:
Richard Strauss, (410) 966–2019.

SUPPLEMENTARY INFORMATION:

I. Background

Section 1923(f) of the Social Security
Act (the Act) and implementing
Medicaid regulations at 42 CFR 447.297
through 447.299 require us to estimate
and publish in the Federal Register the

national target and each State’s
allotment for disproportionate hospital
share (DSH) payments for each Federal
fiscal year (FFY). DSH payments are
payment adjustments made to
Medicaid-participating hospitals that
serve a large number of Medicaid
recipients and other low-income
individuals with special needs.
Preliminary amounts must be published
by October 1 of each FFY and final
amounts by April 1 of each FFY.

The implementing regulations
provide that the national aggregate DSH
limit for a FFY is a target rather than an
absolute cap when determining the
amount that can be allocated for DSH
payments. The national DSH target is 12
percent of the total amount of medical
assistance expenditures (excluding total
administrative costs) that are projected
to be made under approved Medicaid
State plans during the FFY. (Note:
Whenever the phrases ‘‘total medical
assistance expenditures’’ or ‘‘total
administrative costs’’ are used in this
notice, they mean both the State and
Federal share of expenditures or costs.)

In addition to the national DSH target,
there is a specific State DSH limit for
each State for each FFY. The State DSH
limit is a specified amount of DSH
payment adjustments applicable to a
FFY above which FFP will not be
available. This is called the ‘‘State DSH
allotment’’.

Each State’s DSH allotment for FFY
1995 is calculated by first determining
whether the State is a ‘‘high-DSH State,’’
or a ‘‘low-DSH State.’’ This is
determined by using the State’s ‘‘base
allotment.’’ A State’s base allotment is
the greater of: (1) The total amount of
the State’s actual and projected DSH
payment adjustments made under the
State’s approved State plan applicable
to FFY 1992, as adjusted by HCFA; or
(2) $1,000,000.

A State whose base allotment exceeds
12 percent of the State’s total medical
assistance expenditures (excluding
administrative costs) projected to be
made in FFY 1995 is referred to as a
‘‘high-DSH State.’’ The FFY 1995 State
DSH allotment for a high-DSH State is
limited to the State’s base allotment.

A State whose base allotment is equal
to or less than 12 percent of the State’s
total medical assistance expenditures
(excluding administrative costs)
projected to be made in FFY 1995 is
referred to as a ‘‘low-DSH State.’’ The
FFY 1995 State DSH allotment for a
low-DSH State is equal to the State’s
DSH allotment for FFY 1994 increased
by growth amounts and supplemental
amounts, if any. However, the FFY 1995
DSH allotment for a low-DSH State
cannot exceed 12 percent of the State’s

total medical assistance expenditures
for FFY 1995 (excluding administrative
costs).

The growth amount for FFY 1995 is
equal to the projected percentage
increase (the growth factor) in a low-
DSH State’s total Medicaid program
expenditures between FFY 1994 and
FFY 1995 multiplied by the State’s final
DSH allotment for 1994. Because the
national DSH limit is considered a
target, a low-DSH State whose program
grows from one year to the next can
receive a growth amount that would not
be permitted if the national limit was
viewed as an absolute cap.

There is no growth factor and no
growth amount for any low-DSH State
whose Medicaid program does not grow
(that is, stayed the same or declined)
between fiscal years FFY 1994 and FFY
1995. Furthermore, because a low-DSH
State’s FFY 1995 DSH allotment cannot
exceed 12 percent of the State’s total
medical assistance expenditures, it is
possible for its FFY 1995 DSH allotment
to be lower than its FFY 1994 DSH
allotment. This situation occurs when
the State experiences a decrease in its
program expenditures between years
and its prior FFY DSH allotment is
greater than 12 percent of the total
projected medical assistance
expenditures for the current FFY. This
situation did not occur for FFY 1995.
Consequently, there are no States with
preliminary FFY 1995 State DSH
allotments that are lower than the final
FFY 1994 State DSH allotments.

There is no supplemental amount
available for redistribution for FFY
1995. The supplemental amount, if any,
is equal to a low-DSH State’s
proportional share of a pool of funds
(the redistribution pool). The
redistribution pool is equal to the
national 12-percent DSH target reduced
by the total of the base allotments for
high-DSH States, the total of the State
DSH allotments for the previous FFY for
low-DSH States, and the total of the
low-DSH State growth amounts. Since
the sum of these amounts is above the
projected FFY 1995 national 12 percent
DSH target, there is no redistribution
pool and, therefore, no supplemental
amounts for FFY 1995.

As prescribed in the law and
regulations, no State’s DSH allotment
will be below a minimum of $1 million.

As an exception to the above
requirements, under section
1923(f)(1)(A)(i)(II) of the Act and
regulations at 42 CFR 447.296(b)(5) and
447.298(f), a State may make DSH
payments for a FFY in accordance with
the minimum payment adjustments
required by Medicare methodology
described in section 1923(c)(1) of the


