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This issue brief is intended to provide an overview  of the MassHealth 

waiver from the layperson’s perspective and it does  not necessarily use 

precise legal or regulatory language in describing all aspects of the waiver. 
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2. What is MassHealth? 
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3. Why did Massachusetts initially request the waiv er? 
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4. What are the major provisions of the current wai ver (prior to the most recent extension)?  
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 Chart 1: Overview of MassHealth Waiver Eligibility Changes  
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5. Who benefits from the waiver? 
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Medicaid Managed Care Organizations 
(MCOs) 
 
Medicaid-only membership: 
J� Boston Medical Center HealthNet Plan 

(sponsored by Boston Public Health 
Commission) 

J� Network Health (sponsored by Cambridge 
Public Health Commission) 
 

Medicaid and commercial membership: 
J� Neighborhood Health Plan 
J� Fallon Health Plan 
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 Chart 2: How A Local Government “IGT” Works – An Illustration 

State Agency
Medicaid Payment

$100

Local Public Entity
(e.g., Cambridge Public Health Comm)

$50

50% to Affiliated Provider
(e.g., Network Health)

50% IGT
to State

State Claim
for 50% FFP

$50$50

EFFECTS:
• Net cost to the state: $0
• Net benefit to local governmental unit: $50
• Net cost to federal government: $50

 

How A Local Government “IGT” Works 

When a state makes Medicaid payments to providers or MCOs, it has to show that it used its own state 
funds to cover a defined portion (in Massachusetts, 50%) of the expenditure. The federal government 
allows a state to meet this 50% “non-federal” obligation with either state-budgeted funds or the transfer 
of local public funds from cities, towns, counties or public agencies. Generally, under the IGT 
mechanism, the same local entity that receives the enhanced rates as a Medicaid provider is also 
required by state law (usually part of the annual budget) to contribute its own IGT funds, equal to 50% of 
the enhanced rate, to the Medicaid program.  
Under the Massachusetts IGT arrangement, the full, enhanced Medicaid payment is sent to the public 
entity providing the health service (for example, the Cambridge Public Health Commission, the sponsor 
of Network Health), which then has an IGT liability to the State equal to 50% of those payments. The 
State also claims federal reimbursement for half of the payment. By using the enhanced rate authority 
and the IGT mechanism, the State is able to “draw down” new Federal funds for these safety net 
providers without infusion of new state budget dollars because the local public entity paid the “non-
federal” share. The net increased benefit or value to the local public health care entity is 50% of the 
payments it receives. The local entity incurs a new cost, but one that is only half the size of the new 
enhanced rate revenue, so it gains a sizable net benefit (see Chart 2). 
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6. Did the waiver achieve its goal to reduce the nu mber and cost of the uninsured? 
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 Chart 3: Change in the Numbers of Uninsured and Mas sHealth Enrollees 
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Source: “Health Insurance Status of Massachusetts Residents,” 1998, 2000, 2002, and 2004 Massachusetts 
Division of Health Care Finance and Policy. “Massachusetts Residents Without Health Insurance, 1995,” Blendon, 
et al, Harvard School of Public Health. Office of Medicaid, EOHHS. 
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The Essential Community Provider Trust Fund  

The Essential Community Provider Trust Fund was created as part of the FY04 budget (S. 133 of C. 140 of 
the Acts of 2003) and funded through an appropriation of $14.5 million. It was renewed for FY05 with the 
intention to “…improve and enhance the ability of the essential community providers to serve the population 
in need more efficiently and effectively…” It is funded in FY05 through funds transferred from the Boston and 
Cambridge Public Health Commissions. The Secretary of EOHHS is authorized to issue regulations to 
administer the fund; the Legislature has earmarked 31 grants ranging from $200,000 to $5,500,000 to be 
made to hospitals and community health centers across the Commonwealth. These total $31.4 million, 
virtually equaling the available funding. 
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 Chart 4: Use Of Federal Funds Received Through IGTs  And Enhanced Rates In FY05 

 
Use of Federal Funds 

Projected 
Amount 

Supplemental payments to BMC/CHA MCOs (includes $70 million Free Care 
Supplement, $31.5 million Essential Community Provider Trust Fund) 

$ 385 M * 

Supplemental payments made directly to BMC/CHA and UMass Memorial 
hospitals under DSH and hospital rate supplements transacted through IGTs  

$ 214 M  

Total $599 M 

*Final amount to be determined based on FY05 membership in BMCHP and Network Health 
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7. What will change as a result of the recent waive r negotiation?  
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8. Who is most affected by these changes?  
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 Chart 5: Percent of Free Care Costs and Gross Reven ue Distribution at Safety Net Providers 

 
— Percent FY04 Gross Revenue — 

�

% Total 
Statewide 

Allowable Free 
Care Costs (Pool 
Fiscal Year 2003) 

From  
Public Payers  
and Free Care 

 
From 

Free Care 

Boston Medical Center 33%  72% 26% 

Cambridge Health Alliance 20%  78% 31% 

Next Highest Providers 6%   7% 

Sources: DHCFP: UCP PFY03 Annual Report, FY04 Medicaid DSH Calculation 
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9. What are the major policy questions and decision s that lie ahead? 

��Can funds be identified to sustain the current leve l of funding?  
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 Chart 6: Summary of Potential Changes in Revenue Du e to New Waiver Provisions 

 FY05 FY06 FY07 & FY08 

Supplemental Payments to 
Public MCOs Operated by 
BMC/CHA (incudes $70M in 
lieu of UCP payments and 
$31.5 M for ECTF) 

$ 385 M 
(estimated; 
depends on MCO 
enrollment)  

No change Must discontinue 
supplemental 
payments; may 
replace with CPE 

IGTs from BMC, CHA and 
UMass Memorial 

$214 M Must replace IGT; 
CPE for actual 
costs* is allowed 

Must replace IGT; 
CPE for actual 
costs* is allowed 

IMD payments for members 
age 21-64 

$32 M No change Phased out over 
two years 

Total $632 M   

*from Medicare cost report 
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��What is the Commonwealth’s policy on Boston Medical  Center, Cambridge Health Alliance, 
and other safety net providers? 

G� What is their role in the health care system? 

G� What level of support is necessary to sustain them?  

G�What is the future role of MCOs? �
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��What are the implications of the funding and policy  changes for other hospitals and 
community health centers? 
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��What principles and process should be used to desig n a new system to cover the 
uninsured? 
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