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Introduction 
 
Pursuant to Section 9E.27 of Session Law (S.L.) 2023-134, the North Carolina Department of Health and 
Human Services (DHHS), Division of Health Benefits (DHB) is submitting this report describing a proposal 
for incorporating freestanding psychiatric hospitals in the Healthcare Access and Stabilization Program 
(HASP) to the Joint Legislative Oversight Committee on Medicaid. The text of the legislation is provided in 
Appendix B. 
 
The Healthcare Access and Stabilization Program (HASP), authorized under G.S. 108A-148.1 and enacted 
by Section 1.4 of S.L. 2023-7, is a Medicaid state directed payment program that will allow the North 
Carolina Division of Health Benefits (DHB) to require Prepaid Health Plans (PHPs) to make additional 
payments to acute care hospitals in North Carolina for inpatient and outpatient hospital services, 
contingent on approval by the Centers for Medicare and Medicaid Services (CMS). In September 2023, 
CMS authorized the first year of the HASP program retroactive to State Fiscal Year (SFY) 2023. DHB is 
currently working to develop policy around HASP payments for SFY 2024. 
 
CMS has historically viewed the average commercial rate (ACR) as the maximum payment level for 
Medicaid state directed payments. As part of recent rulemaking, CMS is proposing to codify the ACR as 
the maximum payment level for state directed payments.1 In accordance with these limitations, SFY 
2023 HASP payments were within the estimated ACR. 
 
Under current state law, freestanding psychiatric hospitals are excluded from the statutory definition of 
acute care hospitals, and therefore are not eligible to receive HASP payments.2 Pursuant to 
requirements set forth in S.L. 2023-134, Section 9E.27(b), this report includes the following: 

1. A detailed description of a proposal for allowing freestanding psychiatric hospitals to receive 
HASP payments and for financing these payments through changes to North Carolina’s hospital 
assessment programs.3,4 

2. A description of documents required to request federal approval needed to implement the 
proposal.5  

3. Proposed legislative changes that would be needed to implement the proposal (see Appendix 
A).6 

4. An analysis of any impact to the HASP reimbursements to hospitals other than freestanding 
psychiatric hospitals that might occur due to the limit on provider assessments established 
under 42 C.F.R. § 433.68(f).7 

 
1 88 FR 28092 
2 North Carolina G.S. 108A-145.3(1b); § 108A-145.3(6d) 
3 S.L. 2023-134, Section 9E.27(b)(1) 
4 Given that S.L. 2023-134, Section 9E.27 contemplates financing the non-federal share of HASP payments to 
freestanding psychiatric hospitals via an assessment, DHB assumed that this proposal was intended to exclude 
state-owned and state-operated IMDs (which are excluded from the existing assessments). DHB agrees with this 
approach given that state IMDs receive cost-based reimbursement.  DHB has proposed a definition to this effect in 
the Appendix of this report for legislative language. 
5 S.L. 2023-134, Section 9E.27(b)(2) 
6 S.L. 2023-134, Section 9E.27(b)(3) 
7 S.L. 2023-134, Section 9E.27(b)(4) 
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Background on HASP Payments and Financing Approach 
 
Existing HASP Payment Approach 
 
For SFY 2023, DHB worked with the North Carolina Healthcare Association (NCHA) to develop an 
approach for calculating HASP payments. Under this approach, DHB estimated the difference between a 
percentage of commercial-equivalent payments for inpatient and outpatient hospital services and 
Medicaid managed care base payments for those same services. This approach relied on a combination 
of historical data sources on Medicaid payments and costs, including Medicare Cost Report data from 
the Healthcare Provider Cost Reporting Information System (HCRIS), Disproportionate Share Hospital 
(DSH) Audits, and Medicaid managed care encounter data. 
 
Existing HASP Financing Approach 
 
A significant component of the non-federal share of hospital Medicaid payments in North Carolina is 
financed by hospital assessments and intergovernmental transfers (IGTs). North Carolina’s two hospital 
assessment programs include the Modernized Hospital Assessment, which finances certain non-
expansion Medicaid costs, and the Health Advancement Assessment, which was newly established in 
2023 and finances the non-federal share costs associated with Medicaid expansion not otherwise 
covered by PHP premium tax collections. All non-state owned public and private acute care hospitals are 
subject to both the Modernized and Health Advancement Assessments, and non-state owned public 
hospitals additionally contribute IGTs (though they generally pay lower tax rates).8 State-owned and 
operated hospitals, which include hospitals in the UNC Health Care System and the primary affiliated 
teaching hospital for the East Carolina University Brody School of Medicine, are excluded from the 
assessments and instead contribute non-federal share funds entirely through IGTs.9 Freestanding 
psychiatric hospitals (and certain other facility types) are excluded from the assessments and do not 
make IGTs.10,11 
 
The non-federal share of HASP payments is financed entirely by eligible hospitals through the 
Modernized and Health Advancement Assessments (and associated IGTs). Both the Modernized and 
Health Advancement Assessments are calculated each quarter based on statutorily defined formulas 
that account for various Medicaid program costs, including portions of managed care base capitation, 
fee-for-service claims, program administration, graduate medical education, HASP, and certain other 
components. Under this structure, HASP payments associated with non-expansion population utilization 
are financed through the Modernized Hospital Assessment, while expansion-related HASP costs are 
financed through the Health Advancement Assessment.12  
 
 

 
8 § 108A-145.3(1b), § 108A-146.1., § 108A-146.3., § 108A-147.1., § 108A-147.2. 
9 § 108A-145.3(1b) 
10 § 108A-145.3(1b), § 108A-145.3(18), § 108A-145.3(20) 
11 Critical access hospitals, freestanding rehabilitation hospitals, and long-term care hospitals are also excluded 
from the assessments and do not make IGTs. 
12 § 108A-146.5 
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Description of Proposal 
 
Payment Approach 
 
If the General Assembly decides to allow freestanding psychiatric hospitals to receive HASP payments, 
these hospitals would need to be added to the group of hospitals eligible for the existing HASP program 
(currently limited to public and private acute care hospitals). Like with acute care hospitals, DHB would 
calculate uniform percentage increases needed to bring Medicaid hospital payments to freestanding 
psychiatric hospitals up to a percentage of the ACR. These payment increases would account for rate 
increases for inpatient behavioral health services previously authorized through S.L. 2023-134 and 
would apply to all inpatient and outpatient hospital services delivered by freestanding psychiatric 
hospitals to Medicaid enrollees.13 
 
The approach should be approvable under federal rules, as CMS provides considerable flexibility for 
states to calculate the ACR and to determine which providers are eligible for payments. The approach 
would also be administratively feasible to implement. In order to estimate the size of potential 
payments, DHB will need to collect additional data from freestanding psychiatric hospitals to identify the 
amount ACR “room” available. See the appendix for legislative changes required to authorize this 
change. 
 
We note that this proposal would have a greater impact on freestanding psychiatric hospitals if North 
Carolina were to seek a waiver of the “institutions of mental disease (IMD) exclusion” for mental health 
treatment. The IMD exclusion is a longstanding federal policy that generally prohibits states from using 
federal Medicaid dollars to reimburse IMDs for delivering inpatient behavioral health care.14 In recent 
years, CMS has approved waivers of the IMD exclusion for substance use disorder (SUD) and mental 
health treatment across a number of states, allowing those states to reimburse for these services using 
Medicaid dollars. North Carolina currently has an approved IMD waiver for SUD treatment and is 
considering applying for a waiver for mental health treatment.15 If approved, this waiver would increase 
Medicaid base payments to North Carolina’s IMDs and proportionately increase any HASP payments 
(which are tied to Medicaid base payments). 
 
Financing Approaches 
 
S.L. 2023-134, Section 9E.27.(a) requires that DHB’s proposal to include freestanding psychiatric 
hospitals in HASP be “contingent upon the receipt of the nonfederal share of the reimbursements 
through hospital assessments in which those hospitals participate”. It also notes that “DHB shall 
consider whether to assess freestanding psychiatric hospitals under the existing hospital assessment 
structures in Article 7B of Chapter 108A of the General Statutes or whether to develop another 
assessment structure”. In the below, DHB describes two potential approaches for collecting non-federal 

 
13 The ACR calculation—that is, the gap between Medicaid and commercial-equivalent payment levels—would 
account for Medicaid rate increases for inpatient behavioral health services authorized under S.L. 2023-134 
14 § 1905(a)(30)(B) of the Social Security Act 
15 North Carolina Medicaid Reform Demonstration 
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share funds associated with HASP payments to freestanding psychiatric hospitals should the General 
Assembly move forward with this policy. 
 
Option 1: Include Freestanding Psychiatric Hospitals in Assessments 
 
Currently, the Modernized Hospital Assessment and Health Advancement Assessment apply separate 
tax rates for public and private acute care hospitals; freestanding psychiatric hospitals are excluded from 
both assessments.16 Under option 1, the General Assembly would amend the current structure of the 
Modernized and Health Advancement Assessments to include freestanding psychiatric hospitals (see 
Appendix A for draft legislative language).  
 
Under this option, the General Assembly could modify the existing tax calculations for both the 
Modernized and Health Advancement Assessments to allow for distinct tax rates for freestanding 
psychiatric hospitals. This would involve establishing separate tax calculations for freestanding 
psychiatric hospitals that would only account for the non-federal share of HASP payments to these 
hospitals (i.e., freestanding psychiatric hospitals would not be responsible for financing other costs 
included in the existing tax structures, such as managed care base capitation, Medicaid fee-for-service 
claims payments, graduate medical education, and program administration). Tax rates for freestanding 
psychiatric hospitals would be calculated based on the following steps for both the Modernized and 
Health Advancement Assessments: 

1. Sum applicable inpatient and outpatient non-federal share HASP payments to freestanding 
psychiatric hospitals, based on the methodology approved by CMS. 

2. Divide total amount by total hospital costs for freestanding psychiatric hospitals to arrive at tax 
rates. 

 
In order to pursue this approach whereby freestanding psychiatric hospitals are subject to distinct tax 
rates, the Modernized and Health Advancement Assessments would need to qualify for waivers of 
federal broad-based and uniformity requirements. Federal law requires that health care-related taxes be 
broad-based and uniform and not hold taxpayers harmless.17,18 However, CMS will approve waivers of 
the broad-based and uniformity requirements if a state can demonstrate through a specific 
mathematical calculation that the net impact of the tax program is “generally redistributive” (referred to 
as a “B1/B2 test”).19 The Modernized and Health Advancement Assessments currently meet these 
criteria and operate under federal broad-based and uniformity tax waivers. DHB would need to conduct 
new B1/B2 tests and submit amended tax waiver requests to CMS to gain approval for the updated tax 
programs. Preliminary modeling by DHB suggests that incorporating freestanding psychiatric hospitals 
into the Modernized and Health Advancement Assessments would not have a significant impact on the 
results of the B1/B2 test and both would likely still pass (though DHB will need to confirm this using 
actual tax amounts once available). 

 
16 § 108A-145.3(1b), § 108A-146.1, § 108A-146.3 
17 42 CFR 433.68(b) 
18 A tax is “broad-based” if it applies to all items and services within a class. A tax is “uniform” if the rate does not 
vary within the class. A tax is considered to “hold taxpayers harmless” if there is a direct or indirect guarantee that 
providers will receive all of their tax costs back in Medicaid payments. 
19 42 CFR 433.68(e) 
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Under this approach, licensed freestanding psychiatric hospitals that are not enrolled in Medicaid would 
pay the assessments based on a percentage of their total hospital costs (like all other hospitals subject 
to the tax) but would not receive HASP payments. This approach is consistent with the application of the 
existing assessments to acute care hospitals and aligns with the principles governing federal healthcare-
related tax requirements described above. As of January 2024, 4 out of 13 licensed freestanding 
psychiatric hospitals in North Carolina were not enrolled in the Medicaid program.20 
 
Option 2: Continue to Exclude Freestanding Psychiatric Hospitals from Assessments 
 
A second potential financing option would involve adding the non-federal share of HASP payments to 
freestanding psychiatric hospitals to the calculation of the Modernized and Health Advancement 
Assessments but continuing to exempt freestanding psychiatric hospitals from these assessments (in 
other words, acute care hospitals would finance the non-federal share of HASP payments to 
freestanding psychiatric hospitals). This approach would likely have a minimal impact on acute care 
hospitals given the expected size of payments to freestanding psychiatric hospitals in the context of the 
broader HASP program (HASP payments to freestanding psychiatric hospitals would likely be less than 
one percent of total HASP payments). Additionally, acute care hospitals currently finance a number of 
program costs through the assessments that are not directly related to hospital care (e.g., program 
administration). 
 

Draft Federal Approval Documents 
 
S.L. 2023-134, Section 9E.27(b)(2) requires that the DHB provide “copies of the draft documents 
required to request the federal approval needed to implement the developed proposal”. If this proposal 
is adopted, DHB would incorporate freestanding psychiatric hospitals into the broader state directed 
payment “preprint” submitted to CMS to authorize the HASP program.21 (The SFY2023 preprint 
approved by CMS is provided in Appendix C.) Changes to the preprint would include the following: 

• Question 19(d): revising the description of the methodology for calculating payment increases 
and estimates of payment increase percentages/amounts to incorporate freestanding 
psychiatric hospitals. 

• Question 20(b): adding freestanding psychiatric hospitals as an eligible provider class. 
• Question 20(c): adding a reference to the section of the Medicaid State Plan defining 

freestanding psychiatric hospitals. 
 
DHB has not yet developed the HASP directed payment preprint for SFY 2024 (or subsequent years). 
Once developed, DHB will submit draft versions (inclusive of the changes described above) to the Joint 
Legislative Oversight Committee on Medicaid for review, upon request. 
 

 
20 https://info.ncdhhs.gov/dhsr/data/Psyclist.pdf?ver=1.3 
21 For most state directed payment programs, CMS requires states to annually submit a preprint describing the 
type of payment, methodology for calculating payments, estimated payment amounts, quality monitoring 
approach, and other relevant details. 
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Impact on HASP Reimbursements to Acute Care Hospitals 
 
S.L. 2023-134, Section 9E.27(b)(4) requires that DHB provide “an analysis of any impact to the HASP 
reimbursements to hospitals other than freestanding psychiatric hospitals that might occur due to the 
limit on provider assessments established under 42 C.F.R. § 433.68(f)”. As described above, 42 C.F.R. § 
433.68(f) requires that health care-related taxes (like the Modernized and Health Advancement 
Assessments) not hold taxpayers harmless by providing a direct or indirect guarantee that a taxpayer 
will receive all or part of their tax payments back as Medicaid payments. 42 C.F.R. § 433.68(f)(3)(i)(A) 
further specifies that health care-related taxes that produce revenues less than or equal to 6 percent of 
net patient services revenues received by the taxpayer are not considered to indirectly hold providers 
harmless and are therefore considered permissible. In order to ensure compliance with this requirement 
and that sufficient non-federal share funds will be available to finance the full amount of HASP 
payments, S.L. 2023-7, Section 1.4 (§ 108A-148.1(c)(2)) requires that, should the assessment amounts 
due from hospitals exceed the federal 6 percent limit, DHB must reduce the amount of HASP payments 
such that aggregate hospital assessments do not exceed the 6 percent limit. 

For SFY 2024, DHB expects that total Modernized and Health Advancement Assessments will fall well 
below the 6 percent limit. While final tax amounts for the state fiscal year will not be known until April 
2024, current projections suggest that total taxes will be less than 5 percent of net patient services 
revenues. At these tax levels, DHB would not need to reduce HASP payments to acute care hospitals in 
order to accommodate payments to freestanding psychiatric hospitals. 

Current DHB projections suggest that the state will continue to have enough tax “room” to fully finance 
HASP beyond SFY 2024. However, this is dependent on a number of factors, including actual utilization 
and the approach for calculating the ACR (this is still under development for SFY 2024 and could change 
in subsequent years). Both Medicaid expansion and the launch of BH I/DD Tailored Plans will increase 
Medicaid managed care base payments subject to HASP payment increases; this will increase the 
amount of tax needed to generate sufficient non-federal share. While current estimates suggest that 
there will be enough tax room, it is possible that the increase in the assessments could “crowd out” the 
ability to include freestanding psychiatric hospitals in HASP without offsetting reductions in HASP 
payments to acute care hospitals.  
 

Conclusion 
 
If the General Assembly chooses to adopt this policy, DHB recommends adding freestanding psychiatric 
hospitals to the HASP program as an eligible hospital type. This would allow freestanding psychiatric 
hospitals to receive a uniform percentage increase on all Medicaid inpatient and outpatient hospital 
services (like acute care hospitals do today). DHB has also presented two options for financing the non-
federal share of HASP payments to freestanding psychiatric hospitals for consideration by the Joint 
Legislative Oversight Committee for Medicaid. These options include: 

• Adding freestanding psychiatric hospitals to the Modernized and Health Advancement 
Assessments and calculating separate, HASP-specific tax rates for those hospitals. 

• Continuing to exempt freestanding psychiatric hospitals from the assessments and instead 
building their associated non-federal share HASP costs into the existing assessments on acute 
care hospitals. 
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DHB believes that these proposals will comply with all relevant federal requirements, including “hold 
harmless” requirements set forth at 42 C.F.R. § 433.68(f). Currently, the state has sufficient tax “room” 
under the 6 percent federal limit to finance additional payments to freestanding psychiatric hospitals. 
However, it is possible that adding freestanding psychiatric hospitals to HASP would require offsetting 
reductions in payments to acute care hospitals in future years, given expected increases in Medicaid 
managed care base payments. 
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Appendix A: Proposal to Amend Legislative Language 
 
Background 
 
North Carolina Session Law (S.L.) 2023-134, Section 9E.27(b) requires that the Department of Health and 
Human Services, Division of Health Benefits (DHB) develop a proposal to allow freestanding psychiatric 
hospitals to receive reimbursements through the Healthcare Access and Stabilization Program (HASP) that 
are contingent upon the receipt of the nonfederal share of those reimbursements. Furthermore, S.L. 
2023-134, Section 9E.27(b)(3) requires that DHB develop  proposed legislative changes that would be 
needed to implement the proposal. In this appendix, we provide draft legislative changes needed to 
implement the proposals described in previous sections.  
 
As described above, the Department has proposed two possible approaches for financing non-federal 
share costs associated with HASP payments to freestanding psychiatric hospitals. Option 1 would involve 
adding freestanding psychiatric hospitals to the Modernized and Health Advancement assessments and 
calculating unique tax rates for those hospitals covering only the non-federal share of their HASP 
payments (i.e., they would not be responsible for covering other Medicaid program costs). Option 2 would 
continue to exclude freestanding psychiatric hospitals from the assessments and would finance non-
federal share HASP costs for these hospitals through the existing assessments (i.e., costs would be spread 
across acute care hospitals currently subject to the assessments). Both options would involve 
amendments to North Carolina General Statutes § 108A-145.3 (Definitions) and § 108A, Article 7B, Part 4 
(HASP). Only Option 1 would involve amendments to § 108A, Article 7B, Part 2 (Modernized Hospital 
Assessments) and § 108A, Article 7B, Part 3 (Health Advancement Assessments). Option 2 would not 
involve any changes to the assessments; accordingly, only changes to § 108A-145.3 and § 108A, Article 
7B, Part 4 apply to Option 2. Proposed changes are described below. 
 
Legislative Changes Applicable to Both Financing Options 1 and 2 
 
Definitions (§ 108A-145.3) 
 
New Definitions 
 

(XX) Freestanding psychiatric hospital. A hospital licensed in North Carolina as a freestanding 
psychiatric hospital that is not state-owned and state-operated. 

Amendments to Existing Definitions 
 

(6d) Healthcare access and stabilization program (HASP). – The directed payment program 
providing increased reimbursements to acute care hospitals and freestanding psychiatric hospitals 
approved by CMS and authorized by G.S. 108A-148.1. 

 
Healthcare Access and Stabilization Program (§ 108A, Article 7B, Part 4) 
 
Amendments to Existing Subsections 
 
§ 108A-148.1. Healthcare access and stabilization program. 
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(a) The healthcare access and stabilization program is a directed payment program that 
provides acute care hospitals and freestanding psychiatric hospitals with increased reimbursements 
funded through hospital assessments in accordance with this section. 

(b) The Department shall submit a 42 C.F.R. § 438.6(c) preprint requesting approval for the 
HASP program that includes any required demonstration for the financing of the nonfederal share of the 
HASP program costs. The Department shall not make any HASP directed payments prior to CMS 
approval of the initial preprint. The Department may not request any date of service for claims eligible 
for reimbursement through the HASP program earlier than July 1, 2022. The Department shall continue 
to submit any necessary documentation requesting continued approval for the HASP program as 
described in this section in the time and manner as required by CMS. 

(c) All State funds required to make HASP directed payments shall be derived from HASP 
components of the hospital assessments under this Article, subject to all of the following limitations: 

(1) If the Department determines that the HASP components under this Article will 
not generate funds in an amount equal to or greater than the total State funds 
required to make all HASP directed payments in any given quarter of the State 
fiscal year, then the Department shall reduce the amount of the HASP directed 
payments in the lowest amount necessary to ensure that the HASP components 
under this Article will generate enough funds to equal the total State funds 
required to make all the HASP directed payments in that quarter. 

(2) If the aggregate amount of all assessments due from hospitals under this Article 
are determined by the Department to exceed the permissible limit established 
under 42 C.F.R. § 433.68(f) in any quarter of the State fiscal year, then the 
Department shall reduce the amount of the HASP directed payments in the 
lowest amount necessary to ensure that these hospital assessments in aggregate 
do not exceed the permissible limit. 

(d) As part of the preprint submission required under this section, for the 2022-2023 State 
fiscal year, the Department shall not request any amount of HASP hospital reimbursements that is 
greater than the maximum amount allowable under 42 C.F.R. § 438.6(c). Beginning with the 2023-2024 
State fiscal year, the Department shall not request any amount of HASP hospital reimbursements that is 
(i) greater than the maximum amount allowable under 42 C.F.R. § 438.6(c) or (ii) less than an annual 
estimated total dollar amount of three billion two hundred million dollars ($3,200,000,000) for services 
provided to not newly eligible individuals. 

 

Legislative Changes Applicable to Financing Option 1 Only 
 
Modernized Hospital Assessments (§ 108A, Article 7B, Part 2) 
 
New Subsections 
 
§ 108A-146.XX.  Freestanding psychiatric hospital modernized assessment. 

(a)  The freestanding psychiatric hospital modernized assessment imposed under this Part 
shall apply to all freestanding psychiatric hospitals. 

(b) The freestanding psychiatric hospital modernized assessment shall be assessed as a 
percentage of each freestanding psychiatric hospital’s hospital costs. The assessment percentage shall 
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be calculated quarterly by the Department of Health and Human Services in accordance with this Part. 
The percentage for each quarter shall equal the modernized freestanding psychiatric hospital HASP 
component under G.S. 108A-146.XX divided by the total hospital costs for all freestanding psychiatric 
hospitals holding a license on the first day of the assessment quarter. 

 
§ 108A-146.XX. Modernized freestanding psychiatric hospital HASP component. 

The modernized freestanding psychiatric hospital HASP component is an amount of money that 
is calculated each quarter by multiplying the aggregate amount of HASP directed payments due to PHPs 
in the current quarter for hospital reimbursements to freestanding psychiatric hospital that are not 
attributable to newly eligible individuals by the nonfederal share for not newly eligible individuals. 

 
Amendments to Existing Subsections 
 
§ 108A-146.1. Public hospital modernized assessment. 

(a) The public hospital modernized assessment imposed under this Part shall apply to all 
public acute care hospitals. 

(b) The public hospital modernized assessment shall be assessed as a percentage of each 
public acute care hospital's hospital costs. The assessment percentage shall be calculated quarterly by 
the Department of Health and Human Services in accordance with this Part. The percentage for each 
quarter shall equal the difference of the aggregate modernized assessment collection amount under 
G.S. 108A-146.5 minus the modernized freestanding psychiatric HASP component under G.S. 108A-
146.XX  multiplied by the public hospital historical assessment share and divided by the total hospital 
costs for all public acute care hospitals holding a license on the first day of the assessment quarter. 
 
§ 108A-146.3. Private hospital modernized assessment. 

(a) The private hospital modernized assessment imposed under this Part shall apply to all 
private acute care hospitals. 

(b) The private hospital modernized assessment shall be assessed as a percentage of each 
private acute care hospital's hospital costs. The assessment percentage shall be calculated quarterly by 
the Department of Health and Human Services in accordance with this Part. The percentage for each 
quarter shall equal the difference of the aggregate modernized assessment collection amount under 
G.S. 108A-146.5 minus the modernized freestanding psychiatric HASP component under G.S. 108A-
146.XX  multiplied by the private hospital historical assessment share and divided by the total hospital 
costs for all private acute care hospitals holding a license on the first day of the assessment quarter. 

 
§ 108A-146.5. Aggregate modernized assessment collection amount. 

(a) The aggregate modernized assessment collection amount is an amount of money that is 
calculated by subtracting the modernized intergovernmental transfer adjustment component under G.S. 
108A-146.13 from the total modernized nonfederal receipts under subsection (b) of this section and 
then adding the positive or negative amount of the modernized IGT actual receipts adjustment 
component under G.S. 108A-146.14. 

(b) The total modernized nonfederal receipts is the sum of all of the following: 
(1)        One-fourth of the State's annual Medicaid payment. 
(2)        The managed care component under G.S. 108A-146.7. 
(3)        The fee-for-service component under G.S. 108A-146.9. 
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(3a)       The modernized acute care hospital HASP component under G.S. 108A-146.10. 
(3b) The modernized freestanding psychiatric HASP component under G.S. 108A-

146.XX. 
(4)        The GME component under G.S. 108A-146.11. 
(5)        Beginning April 1, 2022, and ending March 31, 2027, the postpartum coverage 

component under G.S. 108A-146.12. 
(6)        Beginning April 1, 2024, the home and community-based services component 

under G.S. 108A-146.12A.  (2021-61, s. 2; 2021-180, s. 9D.13A(b).) 
 
§ 108A-146.10. Modernized acute care hospital HASP component. 

The modernized acute care hospital HASP component is an amount of money that is calculated 
each quarter by multiplying the aggregate amount of HASP directed payments due to PHPs in the current 
quarter for hospital reimbursements to acute care hospitals that are not attributable to newly eligible 
individuals by the nonfederal share for not newly eligible individuals. 
 
§ 108A-146.13.  Modernized presumptive IGT adjustment component. 

(c) The modernized presumptive IGT adjustment component is an amount of money equal 
to the sum of all of the following subcomponents: 

(1) The public hospital IGT subcomponent is the total of the following amounts: 
a. Sixteen and forty-three hundredths percent (16.43%) of the amount of 

money that is equal to the total modernized nonfederal receipts under 
G.S. 108A-146.5(b) for the current quarter minus the modernized acute 
care hospital HASP component under G.S. 108A-146.10 for the current 
quarter minus the modernized freestanding psychiatric HASP component 
under G.S. 108A-146.XX for the current quarter. 

b. Sixty percent (60%) of the nonfederal share for not newly eligible 
individuals of the aggregate amount of HASP directed payments due to 
PHPs in the current quarter for reimbursements to public acute care 
hospitals and that are not attributable to newly eligible individuals. 

(2) The UNC Health Care System IGT subcomponent is the total of the following 
amounts: 
a. Four and sixty-two hundredths percent (4.62%) of the difference of the 

total modernized nonfederal receipts under G.S. 108A-146.5(b) for the 
current quarter minus the modernized acute care hospital HASP 
component under G.S. 108A-146.10 for the current quarter minus the 
modernized freestanding psychiatric HASP component under G.S. 108A-
146.XX for the current quarter. 

b. The nonfederal share for not newly eligible individuals of the aggregate 
amount of HASP directed payments due to PHPs in the current quarter 
for reimbursements to UNC Health Care System hospitals that are not 
attributable to newly eligible individuals. 

(3) The East Carolina University IGT subcomponent is the total of the following 
amounts: 
a. One and four hundredths percent (1.04%) of the difference of the total 

modernized nonfederal receipts under G.S. 108A-146.5(b) for the current 
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quarter minus the modernized acute care hospital HASP component 
under G.S. 108A-146.10 for the current quarter minus the modernized 
freestanding psychiatric hospital HASP component under G.S. 108A-
146.XX for the current quarter. 

b. The nonfederal share for not newly eligible individuals of the aggregate 
amount of HASP directed payments due to PHPs in the current quarter 
for reimbursements to the primary affiliated teaching hospital for the 
East Carolina University Brody School of Medicine that are not 
attributable to newly eligible individuals. 

 
Health Advancement Assessments (§ 108A, Article 7B, Part 3) 
 
New Subsections 
 
§ 108A-147.XX. Freestanding psychiatric hospital health advancement assessment. 

(a) The freestanding psychiatric hospital health advancement assessment imposed under 
this Part shall apply to all freestanding psychiatric hospitals. 

(b) The freestanding psychiatric hospital health advancement assessment shall be assessed 
as a percentage of each freestanding psychiatric hospital’s hospital costs. The assessment percentage 
shall be calculated quarterly by the Department in accordance with this Part. The percentage for each 
quarter shall equal the HASP freestanding psychiatric hospital health advancement component 
calculated under G.S. 108A-147.XX divided by the total hospital costs for all freestanding psychiatric 
hospitals holding a license on the first day of the assessment quarter. 

 
§ 108A-147.XX. HASP freestanding psychiatric hospital health advancement component. 

The HASP freestanding psychiatric hospital health advancement component is an amount of 
money that is calculated by multiplying the aggregate amount of HASP directed payments due to PHPs in 
the current quarter for hospital reimbursements to freestanding psychiatric hospitals for newly eligible 
individuals by the nonfederal share for newly eligible individuals. 

Amendments to Existing Subsections 
 

§ 108A-147.1. Public hospital health advancement assessment. 
(a) The public hospital health advancement assessment imposed under this Part shall apply 

to all public acute care hospitals. 
(b) The public hospital health advancement assessment shall be assessed as a percentage of 

each public acute care hospital’s hospital costs. The assessment percentage shall be calculated quarterly 
by the Department in accordance with this Part. The percentage for each quarter shall equal the 
difference of the aggregate health advancement assessment collection amount calculated under G.S. 
108A-147.3 minus the HASP freestanding psychiatric hospital health advancement component 
calculated under G.S. 108A-147.XX multiplied by the public hospital historical assessment share and 
divided by the total hospital costs for all public acute care hospitals holding a license on the first day of 
the assessment quarter. 
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§ 108A-147.2. Private hospital health advancement assessment. 
(a) The private hospital health advancement assessment imposed under this Part shall 

apply to all private acute care hospitals. 
(b) The private hospital health advancement assessment shall be assessed as a percentage 

of each private acute care hospital’s hospital costs. The assessment percentage shall be calculated 
quarterly by the Department in accordance with this Part. The percentage for each quarter shall equal 
the difference of the aggregate health advancement assessment collection amount calculated under 
G.S. 108A-147.3 minus the HASP freestanding psychiatric hospital health advancement component 
calculated under G.S. 108A-147.XX multiplied by the private hospital historical assessment share and 
divided by the total hospital costs for all private acute care hospitals holding a license on the first day of 
the assessment quarter. 

 
§ 108A-147.3. Aggregate health advancement assessment collection amount. 

(a) The aggregate health advancement assessment collection amount is an amount of 
money that is calculated quarterly by adjusting the total nonfederal receipts for health advancement 
calculated under subsection (b) of this section by (i) subtracting the health advancement presumptive 
IGT adjustment component calculated under G.S. 108A-147.9, (ii) adding the positive or negative health 
advancement IGT actual receipts adjustment component calculated under G.S. 108A-147.10, and (iii) 
subtracting the positive or negative IGT share of the reconciliation adjustment component calculated 
under G.S. 108A-147.11(b). 

(b) The total nonfederal receipts for health advancement is an amount of money that is 
calculated quarterly by adding all of the following: 

(1) The presumptive service cost component calculated under G.S. 108A-147.5. 
(2) The HASP acute care hospital health advancement component calculated under 

G.S. 108A-147.6. 
(2a) The HASP freestanding psychiatric hospital health advancement component 

calculated under G.S. 108A-147.XX. 
(3) The administration component calculated under G.S. 108A-147.7. 
(4) The State retention component under G.S. 108A-147.9. 
(5) The positive or negative health advancement reconciliation adjustment 

component calculated under G.S. 108A-147.11(a). 
 
§ 108A-147.5. Presumptive service cost component. 

(a) For every State fiscal quarter prior to the fiscal quarter in which G.S. 108A-54.3A(24) 
becomes effective, the presumptive service cost component is zero. 

(b) For the State fiscal quarter in which G.S. 108A-54.3A(24) becomes effective, the 
presumptive service cost component is the product of forty-eight million seven hundred fifty thousand 
dollars ($48,750,000) multiplied by the number of months in that State fiscal quarter in which G.S. 108A-
54.3A(24) is effective during any part of the month. 

(c) For the first State fiscal quarter after the State fiscal quarter in which G.S. 108A-
54.3A(24) becomes effective, the presumptive service cost component is one hundred forty-six million 
two hundred fifty thousand dollars ($146,250,000). 

(d) For the second State fiscal quarter after the State fiscal quarter in which G.S. 108A-
54.3A(24) becomes effective, and for each State fiscal quarter thereafter, the presumptive service cost 
component is an amount of money that is the greatest of the following: 
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(1) The prior quarter’s presumptive service cost component amount. 
(2) The prior quarter’s presumptive service cost component amount increased by a 

percentage that is the sum of each monthly percentage change in the Consumer 
Price Index: Medical Care for the most recent three months available on the first 
day of the current quarter. 

(3) The prior quarter’s presumptive service cost component amount increased by 
the percentage change in the weighted average of the base capitation rates for 
standard benefit plans for all rating groups associated with newly eligible 
individuals compared to the prior quarter. The weight for each rating group shall 
be calculated using member months documented in the Medicaid managed care 
capitation rate certification for standard benefit plans. 

(4) The prior quarter’s presumptive service cost component amount increased by 
the percentage change in the weighted average of the base capitation rates for 
BH IDD tailored plans for all rating groups associated with newly eligible 
individuals compared to the prior quarter. The weight for each rating group shall 
be calculated using member months documented in the Medicaid managed care 
capitation rate certification for BH IDD tailored plans. 

(5) The amount produced from multiplying 1.15 by the highest amount produced 
when calculating, for each quarter that is at least two and not more than five 
quarters prior to the current quarter, the actual nonfederal expenditures for the 
applicable quarter minus the HASP acute care hospital health advancement 
component calculated under G.S. 108A-147.6 for the applicable quarter minus 
the HASP freestanding psychiatric hospital health advancement component 
calculated under G.S. 108A-147.XX for the applicable quarter. 

 
§ 108A-147.6. HASP acute care hospital health advancement component. 

The HASP acute care hospital health advancement component is an amount of money that is 
calculated by multiplying the aggregate amount of HASP directed payments due to PHPs in the current 
quarter for hospital reimbursements to acute care hospitals for newly eligible individuals by the 
nonfederal share for newly eligible individuals. 

§ 108A-147.11. Health advancement reconciliation adjustment component. 
(a) The health advancement reconciliation adjustment component is a positive or negative 

dollar amount equal to the actual nonfederal expenditures for the quarter that is two quarters prior to 
the current quarter minus the sum of the following specified amounts: 

(1) The presumptive service cost component calculated under G.S. 108A-147.5 for 
the quarter that is two quarters prior to the current quarter. 

(2) The positive or negative gross premiums tax offset amount calculated under G.S. 
108A-147.12(b). 

(3) The HASP acute care hospital health advancement component calculated under 
G.S. 108A-147.6 for the quarter that is two quarters prior to the current quarter. 

(4) The HASP freestanding psychiatric hospital health advancement component 
calculated under G.S. 108A-147.XX for the quarter that is two quarters prior to 
the current quarter. 
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(b) The IGT share of the reconciliation adjustment component is a positive or negative 
dollar amount that is calculated by multiplying the health advancement reconciliation adjustment 
component calculated under subsection (a) of this section by the share of public hospital costs 
calculated under subsection (c) of this section. 

(c) The share of public hospital costs is calculated by adding total hospital costs for the UNC 
Health Care System, total hospital costs for the primary affiliated teaching hospital for the East Carolina 
University Brody School of Medicine, and sixty percent (60%) of the total hospital costs for all public 
acute care hospitals and dividing that sum by the total hospital costs for all acute care hospitals except 
for critical access hospitals. 
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Appendix B: Legislative Requirements – HASP/Freestanding Psychiatric 
Hospitals Proposal Report  
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Appendix C: Copy of Section 42 C.F.R § 438.6(c) Preprint for SFY2023 HASP  
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