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Methods and Standards for Establishing Payment Rates

Inpatient Hospital Services

The State has in place a public process which complies with the requirements of Section 1962
(a)(13)(A) of the Social Security Act. Except as noted below, all hospital services provided by
Medicaid providers of inpatient hospital services arcare reimbursed under a DRG based
prospective payment system (PPS).

A Hospital Services Subject to Reasonable Cost Retmbursement
For hospital services subject to reasonable cost retmbursement, providers are paid on an
interim basts by applying the; hospital’s cost to charge ratio to allowed charges;, Billing
must reflect the hospital's customary charge for the service rendered. Payments are
subject to retrospective settlement and providers are paid the lesser of reasonable costs or
total allowed charges. Payment is made for those items and services recogmzed as
reasonable and allowable under Title XVIII standards and principles. Rules 5101:3-2-22,
5101:3-2-23 and 5101:3-2-24 of Appendix A detail provisions related to reasonable cost
reimbursement. Hospital services subject to reasonable cost reimbursement include:

1. Freestanding rehabilitation hospitals which are excluded from the Medicare PPS.

{d

Freestanding long-term hospitals which are excluded from the Medicare FP5.

Hospitals that are exciuded from Medicare's PPS due to providing services, in
total, which are excluded due to a combination of long-term care and
rehabilitative services.

()

4, Hospitals licensed as HMOSHealth Insurine Corporations which limit services to
Medicaid recipients to those enrolled in am 564 health insuring corporation or
to short-term services provided on an emergency basis.

s. Heart/lung and pancreas transplantation services, singie/double lung
transplantation services provided on or after January 1, 1991 and prior to february
1, 2000, and liver/small bowel transplantation services.

. For all hospitals, capital-related costs are subject 1o reasonable cost related
reimbursement.
7. Hospitals recognized by Medicare as cancer hospitals beginning with discharges
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on or after July 1, 1992
B. Hospital Services Subject te Prospective Reimbursement:

For hospital services other than those described in (A), payments are made on a
prospective per discharge basis. Although the payment rate is fixed in terms of not being
subject to cost reconciliation (with the exception of capitai-related costs), payment
amounts will vary according to: the DRG to which the case is assigned; the peer group to
which the hospital is assigned; the size and cost (as applicabie) of a hospital's medical
education program, where applicable; whetherNorplant-was-provided; and finally, the
degree to which a particular case is excessively lengthy or costly (outlier cases for which
additional payments are made), The payment rate for a discharge is calculated as follows:

Average Relative Add-On Add-On Add=On
Cost Per X Weight + Amount + Ameount for +Amount
Discharge for the for Medical for
Amount DRG Capital Education  Norplant

Additional payments for outlier cases are made for cases which exceed outlier thresholds {see
Section 5).

1. Calculation of the Averag: Cost per Discharge -

The average cost per discharge (ACD) 1s calculated using inflated hospital base vear cost
report data (generally either calendar year 1985 or fiscal year 1986}, subject to certain
adjustments and limitations.

A hosgpital's Medicaid irpatient costs are standardized to include Medicaid's portion of
malpractice costs reported on the 1986 Medicare cost report and to exclude a number of
"non-operating” costs. Costs excluded are Medicaid inpatient capital, indirect medical
education, and direct niedical education. Capital and direct medical education costs are
removed from total Medicaid inpatient costs by subtraction; indirect medical education
costs are removed by dividing by 1 plus the hospital's indirect percentage. An additional
standardization step is taken {or hospitals in the major teaching hospital peer group fo
remove the effect of varying wage rates since these hospitals are dispersed geographically
throughout the state. These wage-sensitive costs are then brought back inte payment rates
using a wage factor specific to each wage area.

For hogpitals with an ACD that exceeds cost-increase limits determined by the
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department, the ACD is reduced by 3 percent. The ACD is then inflated to account for
varying hospital fiscal vear ends and then divided by the hospital's base year DRG case
mix mdex.

Finally a peer group average cost per discharge is determined for all hospitals other than
children’s hospitals. The PGACD is an average (weighted by Medicaid discharges) of the
hospital-specific ACD of all hospitals in a peer group. Children's hospitals are priced on a
hospital-specific basis, not subject to peer grouping. The Ohio peer groups are:

a. MSA Wage Related Peer Groups (9): Using Metropolitan Statistical
Areas and wage indices published by the federal government, nine peer
groups were identified by combining hospitals located in MSA's that
carried wage indices within .01 of each other.

b. Non-MSAs (2): One peer group includes non-MSA area hospitals with
less than 100 beds. A second non-MSA peer group includes non-MSA
area hospitals with 100 beds or greater.

c. Teaching (1): One peer group mciudes hospﬁais thh maj orf’heavy
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d. Rural Referral Centers (1}: Those hospitals which are recognized by
Medicare as Rural Referral Centers are assigned to a separate peer group.

e. Non-Ohio Hospitals: Non-Ohio hospitals are classified into one of the
three non-Ohio peer groups:

1. Non-Ohio hospitals with a major heavy teaching emphasis;
2. Non-Ohio Chaldren's hospitals; or

Ail other non-Ohio hospitals, Rule 5101:3-2-07.2 in Appendix A
describes the changes made to the non-Chio payment policies.

[

Rule 5161:3-2-07.2 details provisions regarding classification of hospitals.
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2. Adjustments to the Peer Group Average Cost per Discharge (Or
Hospital-specific Average Cost per Discharge for Childrens Hospitals)

a. Outlier Set-Aside: An outlier set-aside is calculated on a
hospital-specific basis for children's hospitals and hospitals in the major
teaching peer group and on a peer group basis for all other hospitals. The
set-aside amount is calculated by first repricing all of a hospital's claims
during the period 7/1/85 through 6/30/86 using current prices, relative
weights and outlier thresholds. Once claims are repriced, the sum of
amounts of additional payments for outliers is divided by the sum of total
payments for all cases (less payments for capital and medical education)
plus payments for day outliers. In order to reduce the magnitude of the
outlier set-aside for hospitals that experience a high volume of outlier
cases, the sum of amounts of additional payments for outiiers for any
hospital with an outlier set-aside value greater than the statewide mean
outlier set-aside value is reduced to 75 percent for the purpose of
calculating a reduced set-aside.

The outlier set-aside adjustment is made by subtracting from the PGACD
the product of the outlier Set«&Slde percentage multiplied by the unadjusted
ACD.

b, Coding : A coding adjustment is made oy aﬁmmg the ACD (adiusted for
outlier set-aside), by 1.0035.

¢ Inflation: The ACD (previously adjusted for varying fiscal year ends by
inflating calendar vear hospital's data through June 30, 1986) is inflated
further at the beginning of each rate year as described in Rule
5101:3-2-07.4 of Appendix A

3. Calcalation of Add-en Amounts
K. Medical Education: Medical education costs, both divect and indirect,

are paid on a prospective basis. Caleulation of both components of the
medical education add-on include a test~of-reasonableness ceiling.

For direct medical education, the hospital's reported cost for interns and
residents is divided by its reported number of FTE interns and residents. A
statewide mean cost per intern/resident plus one standard/deviation is then
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stalewide mcan cost per Intern/resident plus one standurd/ideviation 1s then

determined using data from il hospitals with approved teaching programs.
This value is the statewide ceiling of allowable retmbursable direct
medical education costs. A hospital's allowable dircct medical education
costs are then divided by its nwmber of Mcdicaid discharges  the base
year to determine this portion ol the medical education add-on.

Indirect medical education costs for a hospital are idennficd by applying
the Medicare logarithmic formula to the hospital's resident-to-bed ratio.
This formula produces a percentage which, when added to .0, is divided
into Medicaid inpatient costs {o standardize for indivect percentage
(multiplied first by 100 to bring it to a whole number). This result, called
the indirect Yunit cost,” is then used to determine 4 statewide mean unit
cost plus one standard deviation. This antount is the ceiling for the
allowable and reimbursable indirect medical education wit cast. The
indirect add-on is then the allowable-indirect medical cducation
percentage (multiplied again by 100 (o bring it to a whole number) times
the allowable unit cost. The direct and indirect medical education add-ans
are summed and inflated for some hospitals lor varying fiscal vear ends,
The total medical cducation add-on is then subject to the same inflation
rates used to update the PGACD at the beginning of sach rate year. For
discharges on or after January 28, 1995, hospitais tolal medical cducation
add-on is adjusted to remove the cifccts of case mix by dividing ihe
hospital's inflated medical education add-on amount by the hospital's
overall case nux as caloulated wn rule 5101:3-2-07.3. The adjusted medical
education add-on is then adjusted for resource miensity of the inpatient
admission by multiplying it by the corresponding DRG relative weight.

Rule 5101:3-2-07.7 of Appendix A details provisions regarding Medical

Education.
b. Cagital: Capital-related costs gre subject (0 reasonable cost

reimbursement. Interim rates are caleulated by dividing base year
capital-related costs by base year Medicuid discharges,

Rule 5101:3-2-07.6 details provisions regarding capital-related costs.
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4. Determination of Relative Weights and Associated DRG Data

a. Retative weights for DRGs and associated DRG values are calculated following
methodology described in Rules 5101:3-2-07.3 and 5101:3-2-07.9 of Appendix A. All
claims were grouped using the version of Medicare Grouper in effect during federal fiscal
year 1998, Effective for discharges on January 1, 2006 through fune-30:2008 December
31, 2009: For the purposes of determining the relative weight for each DRG, the sample

includes all claims associated with discharges on or after July 1, 2061 trough June 30,

2003 ané pa;d by Decem‘aer Ji 2003, Effectvefor discharges-from-Juby 12008
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Relative weights for all DRGs except those with fewer than 10 cases are
determined by first calculating:

e

- The average charge for 2 DRG and two standard deviations above the average.

- The average length of stay for a DRG and two standard deviations above the
average.

Cases which are fwo standard deviations {one for neonatal PRGs) ahove either
mezn charge or length of stay are "removed” in order to recalculate:

- DRG average charge, without outliers
« DIRG average length of stay, without outliers.

The refative weight for a DRG 15 caleulated by dividing average charge for 2 given

DRG by average charges across all DRGs. Charge outhier thresholds are set by
adding, for each DR, the value of two standard
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deviations (one for neonatal DRGs) above the average Charge to the
average Charge calculated without outliers. Day outlier thresholds are
calculated by adding, for each DRG, the value of two standard deviations
(one for neonatal DRGs) above the average length of stay to the average
length of stay calculated without outliers.

Ohio Medicaid calculates relative weights and associated data for certain
subsets of DRGs not classified in the Medicare Grouper as follows:

I For DRGs 425 through 437, two sets of relative weights are
calculated for each DRG. One set is calculated using data from
hospitals which do not operate Medicare-approved psychiatric
distinet part units while the other set is calculated using data from
hospitals which do operate such units.

ii. For DRGs 388, 389 and 390, three subgroups are used for cach
DRG. For example, for DRG 388, one subgroup represents cases
from hospitals with no Level Il or Ill nursery, a second for cases
from hospitals with a Level Il nursery, and a third for cases from
hospitals with a Level III nursery. Using this subgrouping criteria,
three subgroups are created {or each of DRGs 388, 389 and 390,

il For DRG §86-, three subgroups are created, as follows:
a. Cases which have ICD-9-CM code 7650 (extreme
immaturity);

b. Cases which don't have ICD-9-CM code 7650 from
hospitals with Level { or II nurseries;

c. Cases which don’t have [CD-9-CM cade 7650 from
hospitals with Level I nurseries.

iv. For DRG 387, four subgroups are created, as follows:

a. Cases with a birthweight 0. to 1750 grams from hospitals
with Level T or 1] nurseries;

b. Cases with a birthweight of 0 to 1750 grains from hospitals
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with Level T nurscries;

£

Cases with a hirthweight of 1751 grams and above from
hospitals with Level £ or 11 nurserics;

d. Cases with a birthweight of 1751 grams and above [rom
hospitals with Level HI nurseries.

For DRGs with fower than 10 cases, the relative weights are caleulated by
muhpiymg the perc&niag,e chzngz. in the case mix of [he remmmg DRGs,

Mﬁ%ﬁfﬁﬁp&fﬁ%—ﬂ%&«dﬁﬁm@ &}-ﬁsea%ye&%él% using the
claims described in item 4 (a) of this plan, by the rciative weight
caluulatud ‘asmg the s..rouper in effect during federal fiscal year 1998, Fhe

i-Are-SH3-2-07-3-

For DRGs with more than ne-sases_one gase but fewer thun 10 cases,
outlier trims and mean lengths of stay are calculated as described. For
DRGs with no cases grouped in the federal fiscal yeur 1698 grouper,
previonsly calculated s are used.

5. Calesiarion of Cudlier P }(‘”ﬂﬁﬁé’s

a Day and Cost Qutiiers - If a claim qualifics for additional day and cast outlier

payments, day-cost outlier payment takes precedence W@RG&%&%
%m@%?gnim@agh-ggg—{—mhem wtd reced

Dav outliers are paid as follows:

{Average Cost Per Discharge X Relative Wersht for DREG) = Per Diem Amount
Average length of stay for DRG

[Per Dnem Amount X Number of Days Ahgve Day Threshold
X .58 {80 for Neonatal DRGs)} = Day Qutlier Additional Paymnt

Day Outlier Additional Payment + Regular DRG Payment =Total Reimbursement

{ost outlicrs arc paid the lesser of the following:

o I
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{Billed Allowable Charges-Cost Qutlier Threshold)X-66 Hosnital Specific Cost to Charpe Ratig
= Cost Outher Additignal Paviment

MNMMM&GMMMM
Caost Outlier Additional Payrent + Regular DRG Payment =Total Reimbursement

OR

Billed Allowable Charges X Hospital Specific Cost-To-Charge Ratio = Cost Outlier Payment =
Total Reimbursement

 To determine a cost outlicr for discharges on or after January 20, 1995, total allowable charges
must be compared to the charge high trim,

For both day and cost eutlicrs, if charges are less than the sum of regular DRG payment and the
additional outlier payment, total payment is limited to billed charges.

b. Extraordinary Qutliers: Hospitals that previously qualified for
exfraordinary outlier pavments as such policy was in effect on July 3, 1986
may continue to be paid under that policy for stays exceeding 60 days with an admission datc
between Tuly 3, 1986 and October 18, 1987, For admissions on ot after October 19, 1987, 2
revised ext&mv&iﬂyy outher payment policy is in effect.

This payment policy cifoctive Febmary-+-2002 January 1. 2005 provides that any hospital with 5
Medicaid claim excesding $443-463 $493,098 ($477.346 from 1/1/04 10 12/31/04, $400. 758
from 1/1/03 to 12/31/03, $443 463 from 8/1/02 1o 12/31/02, and $250,000 prior to August 1,
2002 in cost will be paid on a cost-to-charge ratio basis. This threshold amount will be inflated
on an annual basis on January 1 of each year by using the inflation factor descnibed m rilc
5101:3-2-07.4 of Appendix A. Cost is determined by applying the hospital’s cost-to-charge ratio
t aliowed charges.

€. Special Qutlier Paviment Policy - Hospitals with outlier sct-aside percent greater than one
standard deviation above the statewide mean outlier percent and whose ratio of Medicaid,
General Assistance and Tide V inpatient days-to-total days, as described in Rule 5101:3-2-0G7.9
of Appendin A, is greater than one standard deviation shove the statowide mean ratio quabiy for
special outlier paywent policies. For such hospitals, cost outliers take precedence over day
cutiiers in all cases and payment for cost outhiers is based on 85 percent of cost. Cost 15
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determined by applying the hospital's cost-to-charge vatio to allowed claim
charges.

For hospital serving an ATDS patient population two standard deviations above
the statewide mean ratio of hospital ATDS cases to otal aids cases, cost outlier
will take precedence over duy sutlicr for DRGs 488-490. Payment for those cost
outlicrs will be 85 percent of total allowable claim cost.

Rule 5101:3-2-07.9 details provisions regarding outlier payments.

6. Special Payment Provisions

Transfers and Partial Eligibility: Tn cascs when a paticnt is transferred
from ore hospital to another, payment is made io cach hospital on a per
diem basis. Similarly, when a patient {s Medicaid eligible foronly a
portion of an mpatient stay, payment is made on a per diem basis,
caleulated as follows:

{Average Cost Per Discharpe X Relative Weight For DRG) = Per Diemn Amount
Average Length of Stay for DRG

[(Per Diem Amount X Number of Covered Days) + Medical Bducation Add-Un

+ Capital Add-On] = Total Per Diem DRG Payment

if total per diem DRG payment exceeds regular DRG payment, reimbursement 18
limited to the regular DRG amount.

b. Readmissions Within One Day: All readmissions within one day of
discharge are considersd as one discharge for payment purposes.

Rule 5161:3-2-07,11 of Appendix A details special payment provisions.
Rate Redetermination
At the start of each succesding slate fiscal vear, payment rates are inflated unless

other revised payment mcthods are introduced {¢.g., rebasing of prices-andfer
recalibration-ofwelsiia).
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example hospitals are reclassified among peer groups, the peer group ACD will be
recalculated if such recalculation would result in a two percent change. Similarly,
if the use of revised or corrected hospital data would result in a two percent
change, the peer group ACD will be recalculated.

Rule 5101:3-2-07.8 details provisions regarding rate redetermination.
C. Audits and Appeals

Audits are performed for hospital services subject to reasonable cost reimbursement to
determine reasonable and atlowable costs. Under payments or overpayments are adjusted
through settlement. For hospital services subject to PPS, audits are performed to
determine reasonable and allowable base year costs and discharge statistics; to determine
whether, overall, payments exceeded charges; to verify that services billed were provided
and provided to eligible recipients; and to determine whether third party payments
received were reported.

In general, hospitals may request reconsideration of payment rates if they believe source
data used by the department is inaccurate. Certain components of rate calculation are
excluded from reconsideration in order to preserve the predictability of the prospective
payment system {e.g., statewide calculation of means used to set thresholds for medical
education disallowance and peer group ACD calculations after the 2nd of the second rate
vear following implementation of revised peer group ACDs). -

Rule 5101:3-2-24 of Appendix A details audit provisions for hospital services subject to
and excluded from PPS.

Rules 5101:3-2-07.8, 5101:3-2-07,12 and 5101:3-2-24 of Appendix A detail appeal and
reconsideration procedures for hospitals related to auditing and rate-setting
determinations.

D. Cost Reports

Al Ohic hospitals and all non-Ohio hospitals with grossoutpatient billings exceeding
§566-5665300.000 within a reporting peried are required to submit cost reports.

Rule 5101:3-2-23 of Appendix A describes cost reporting requirements.

E. Appendix A
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In general Appendix A details the provisions summarized in Section (1) of this
Attachment and provides additional detail on related policies which can affect
reimbursement.

Provider Preventable Conditions (PPCs)

The Medicaid agency meets the requirements of 42 CFR Part 447, Subpart A, and
sections 1902(a)(4),1902(a)(6), and 1903 with respect to non-payment for provider-
preventable conditions (PPCs).

The State identifies the following Health Care-Acquired Conditions (HCACs) for non-
payment: Hospital-Acquired Conditions as identified by Medicare other than Deep Vein
Thrombosis (DVT)/Pulmonary Embolism (PE) following total knee replacement or hip
replacement surgery in pediatric and obstetric patients. Non-payment of HCACs applies
to all inpatient hospitals.

e gt gt ot st i e T b3
i o 2 7Eu

The State identifies the following OPPCs for non-payment in any health care setting.
where they may occur: Wrong surgical or other invasive procedure performed on a
patient; surgical or other invasive procedure performed on the wrong body part; surgical
or other invasive procedure performed on the wrong patient.

TN: 11-014 Approval Date: SEP 19 2013
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Disproporiionate Share and Indigent Care for General Hospitals

This Section applies to all general hospitals eligible to participate i Medicaid who do not meet the criteria in paragraphs

{B), (Cyand (D of Rule 3101:3-2-01.

(A)SOURCE DATA FOR CALCULATIONS

The calculations described for determining disproportionate share hospitals and in making disproportionate share and
indigent care pavments will be based on data provided in annual cost reports submitted to the department under the
provisions of Rule 5161:3-2-23. The cost reports used will be for the hospital's cost reporting period ending in the state
tiscal vear that ends in the federal fiscal year preceding each program vear. [f specific program data is not available
from ihese reports, the otherwise most recent, reviewed, cost report information will be used. The CMS data used wilt

be as reported by CMS for the prior federal fiscal vear.
(BIDETERMINATION OF DISPROPORTIONATE SHARE HOSPITALS

The department makes additional payments to hospitals that qualify for a disproportionate share adjustment. Hospitals
that qualify {including Children's and DRG exempt hospitals) are those that meet at least one of the criteria described
under {1} and (2} below and that also meet the criteria described under (3) below:

(1) Have a Medicaid utilization rate greater than or equal to one percent,

(2) Have a low income utilization rate in excess of 23 percent, where low income utilization rate is:

{Medicaid Payments + Cash subsidies from patient services received directly from state and locat government)/ Total
hospital revenues (incl. cash subsidies from patient services received directly from state and local government)

Total charges for inpatient services for charity care/ Total charges for inpatient services

{3} Have at least two obstetricians who have staff privileges at the hospital and whe have agreed to provide ohstetric
services to individuals who are entitled to Medicaid, except that

{iy The provisions of (3) do not apply 1o hospitals the inpatients of which are predominantly individuals under

18 vears of age; or

{ify  The provisions of (3} do not apply if the hospital does not offer non-emergency obstetric services 1o the
general population as of December 22, 1987: or

(iity Inthe case of hospitals focated in a rurat area (as defined for purposes of Section 1886 of'the Social Security
Act}, the term "obstetrician” includes any physician with staff privileges at the hospital to perform
nos-emergency obstetric procedures,

Hospitals that do not qualify for a disproportionate share adjustment receive additional payments in the form of an

indigent care adiustinent
{CHOISPROPORTIONATE SHARE AND INDIGENT CARE POOL

{1} ‘The disproportionate share and indigent care pood are created in compiiance with the Medicaid Voluntary
Contribution and Provider Specific Tax Amendments of 1991 and the regulations issued in the August 13, 1993
Federal Register. Furthermore, # is an assurance of this plan that the amount of payments made to
disproportionate share hospitals will not exceed, in the aggregate, the Himits prescribed under subparagraph
{TH2HAS of Section 1973,

T Mo, 10-007  Approval Date:
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TH No. 08001 Effective Date: §8-23-2010
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ta} The total amount of disproportionate share funds that will be expended for general hospials in the
disproportionate share and indigent care policy pools shall be equal to the state’s disproportionate share aliotment,
as determined by UMS, less amounts reserved for psychiatric hospitals.

{2y The funds available in the indigent care pool shall be distributed through policy payment pools in paragraphs (I}
through (H). Policy payment pools shall be allocated a percentage of Ohio’s disproportionate share allotment
defined in paragraph {C)1)(a) as described in paragraphs (D)2)a) through (DYH2 K of this rule.

{ay High federal disproportionate share hospital pool: 7892 7.83%

(b} Medicaid indigent care pool: 2658 20.40%
(¢) Disability assistance medical and uncompensated care pool: 6478 61.12%

(dy Uncompensated care for persons above 100% of poverty: $:28 3 24%

(ey Critical access and rural hospitats: 3346 4.06%

(1) Children's hospitals: 134 1.33%

(DHDISTRIBUTION FORMULAS FOR INDIGENT CARE PAYMENT POOLS.

(1} Hospitals meeting the high federal disproportionate share hospital definition are eligible to receive funds from the
hgh federal disproportionate share indigent care payment pool. A high federal disproportionate share hospital is
defined as one whose ratio of total Medicaid days and Medicaid MCP days to total days is greater than the
statewide mean ratio of total Medicaid days and Medicaid MCP days to total days plus one standard deviation.
Funds are distributed to hospitals which meet this definition according fo the folfowing formula.

{a) For each hospital that meets the definition of high disproportionate share, calculate the ratio of the hospital's
total Medicaid costs and fotal Medicaid MCP costs 1o the sum of total Medicaid costs and Medicaid MCP costs for
all hospitals which meet the definition of high federal disproportionate share described in paragraph (Y1),

{b} For each hospital which meets the high federal disproportionate share definition, multiply the ratio calculated in
paragraph (DY 1¥a) by the amount aliocated in paragraph (C)X(2)a) to determine each hospital's high federal
disproportionate share hospital pavment amount, subject to the following limitations:

{i) If the hospital's payment amount calculated in paragraph (D} (b} is greater than or equal 1o its hospital
specific disproportichate share Hmit, defined in paragraph {1}, the hospital's high federal disproportionate
share hospital pavment is equal its hospital specific disproportionate share limit.

{ii) I the hospital's payment amount calculated in (D) 1)(b) is less than its hospital-specific disproportionate
share Hmit, defined in paragraph (1), the hospital's high federal dispropostionaic share hospital payment is
equal to the amount o paragraph (DX 1),

{111) If the hospital-specific disproportionate share fimii, defined in paragraph £1), is equal to or tess than zevo,
the hospital’s high federal disproportionate share hospital payment is equal to zero.

{iv) If apy hospital is lmited by paragraph (DX 1 ¥bB)I), redoee-thetotal caloulate cach hospital's limited
sapient amount by sublraciing #s bhespital-specific disproporfionate share Himit from the amoeunt
determined in oraoraph (D 1YY and sum these ameunts for ol Hmited hosnital(sy, Subtracithe sum of
the Himited savments smounts from the amgount allocaied In paracraph (0 2¥a) and repeat the distribution
described in paragraph (D31 runti] gl funds for this pool are expended. Hospitals that have been Himited,
shall have their ratio set o zern fov subsequent rediztributions within the pool

(v} For all hospitals, sum the amounts calenlated in paragraph (DY Dby This amount is the hospital's high
federal disproportionate share hospital payment amount,

P 1
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{2)  Hospitals are eligible to receive funds from the Medicaid indigent care payment pool according to the following
formuias.

(a) For cach hospital, caleulate Medicaid shortfall by subtracting from total Medicaid costs total Medicaid
payvments. For hospitals with a negative Medicaid shorttall, the Medicaid shortfall is equal to zero.

{by For cach hospital, Medicaid MCP inpatient payments are as reported on the Medicaid Cost Report.
(¢} For each hospital, Medicaid MCP outpatient payments are as reported on the Medicaid Cost Report,

{d} For each hospital, caleulate Medicaid MCP mpailcm shortfall by subtracting from the totel Medicaid MCP
inpatient costs. Medicaid MCP inpatient payments in paragraph (D} 2)(b).

{e) For each hospital, calculate Medicaid MCP outpatient shortfall by subtracting from the total Medicaid MCP
outpatient costs, Medicaid MCP outpatient payments in paragraph {D)Y2¥c}.

(£} For each hospital, calculate Medicaid MCP shortfali as the sum of the amount calculated in paragraph
{D32)d). and the amount caiculated in paragraph (DY2)e).

{3 For each hospital, sum the hospital's Medicaid shortfall, Medicaid MCP shortfall, total Medicaid costs, total
Medicaid MCP costs, and total Title V costs.

{h} For all hospitals, sum all hospitals Medicaid shortfall, Medicard MCP shortfall, total Medicaid costs, total
Medicaid MCP costs, and total Title V costs.

(i} For each hospital. calculate the ratio of the amount i paragraph (D32)g) to the amount in paragraph {D)(2)h}

(j) For each hospital, multiply the ratic calculated in paragraph (DY2%1) by the amount allocated in paragraph
{C)2)(b) to determine each hospital's Medicaid indigent care payment amount,

{(k} Each hospital's indigent care payment amount is equal to the amount calculated in paragraph (DY2X3), subject
to the following limitations:

(i} If the sum of a hospital's payment amounts calculated i paragraph (D)1 Xb} is greater than or equal 1o
its hospital-specific disproportionate share limi, the hospital's Medicaid indigent care payment pool
amount is equal to zero.

{iny B the sum of a hospital’s paymeni amounis calculated in paragraph (D3(1b and the
amount calculated in paragraph {DY2 )} is less than its hospital-specific disproportionate share Hmit
defined in paragraph (I3 the hospital’s indigent care payment amount is equal to the amount
calculated in paragraph {(DY2)().

{iti) H the sum of a hospital’s indigent care and the payment amounts calculated in paragraph (D) 1ithi s
greater than the hospital’s disproportionate share limit defined in paragraph (1), then the hospital’s
indigent care payment amount is equal to the difference between the hospital’s disproportionaie share
iimit and the sum of the payment amounts in paragraphs (D3 by and (DN23G).

(v Hany Bosoiial is Himited by paragraph (DY02WK, caloulate each Bosoitals Himited sasmmient smount by
subtracting it hospialspecific disproportionate share Himit from the amount determined in paragraph
(E3Y2N0 and sum these amounts for all limited hosprial(s), Subiract the sum of the Hmited pevimenis
i nis from the amount aliocated in paragraph (CH 2D and repeat sthe disribution described in
;}h (Dfﬁ‘} urtil aii ;m’;ds f@r t?m {;00% are zx;}@ﬂdtd. Hospiials thar have beon lipited, shall

{3}y Hospitals are eligible (o receive funds from the disability assistance medical and uncompensated care indigent care
pavment pook
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{aj For cach hospital, sum totat disability assistance medical costs and totat uncompensated care costs under one
hundred per cent. For hospitals with total negative disability assistance and uncompensated care costs, the
resulting sum is zero.

{b} For all hospitals, sum the amounts calculated in paragraph (DY3)a).
{c) For each hospital, calculate the ratio of the amount in paragraph {D}3)a) to the amount in paragraph {D}3 (b},

{d} For each hospital, multiply the ratio calculated in paragraph {(D¥{3%¢) by the amount calculated in paragraph
{CY2)(0) to determine each hospital's disability assistance medical and uncompensated care under one hundred per
cent payment, subject to the following limitations:

(i} If the sum of 3 hospital's payment amounts calculated in paragraphs (D13 and (DX 2) is greater than or equal
to its hospital-specific disproportionate share limit defined in paragraph (I3, the hospital's disability assistance
medical and uncompensated care under one hundred per cent payment amount is equal to zero.

{ii} If the sum of a hospital's payment amount calculated in paragraphs (DX 1) and (D)2) and the amount
caleuiated in paragraph (D)Y3)(d) is less than iis hospital-specific disproportionate share Hmit defined in
paragrapii (1), the hospital's disability medical and uncompensaied care under one hundred per cent payment
amount is equal to the amount is equal to the amount calculated in paragraph (I).

(iti} If a hospital does not meet the condition described in paragraph (D)(3Xd)i), and the sum of its payment
amounts calculated in paragraph (D)1Y and (DX(2) and the amount calculated in paragraph (D)3 ¥d) is
greater than its hospital-specific disproportionate share limit defined in paragraph (1), the hospital's disabifity
medical and uncompensated care under one hundred per cent payment amount is equal to the difference
between the hospital's disproportionate share limit and the sum of the pavment amounts caleulated in
paragraphs (D1} and (D)2},

If any hospital is limited by paragraph (DM3Xd)3), calculate each hospital's limited savmens umount by

subtracting its hospital-specific disproportionate share Hmit from the amount determined in parag apé

(D3 d) and sum these amounts for all limited hospital(s). Subtract the sum of the limited paviae
amounis fmm the amount allocated in paragraph (CY23(¢) and repeat the distribution described in naraorépil
(03 untd all funds for this pool are expended or all unlimited hospitals have received one hundred per cent
of the amount described in paragraph (DY3)(a), Hospitals that have been Hmited, shall have thelr ratio set o
zexe for subsequent redistributions within the pool,

{e} For all hospitals, sum the amounts calculated in paragraph (DY 33(d}.

{f3 For cach hospital, except those meeting either condition described in paragraph (D333 d)iy or (D3 (N1}
multiphy 2 factor of 0.30 by the hospital's total uncompensated care costs above one hundred percent without
mnsurance. For hospitals meeting the conditions described in paragraph (D333(d)E) or (D3RI, multiply
the hospital's total uncompensated care coste above one hundred percent by zeoro.

(g} For all hospitals, sum the amounts calculated in paragraph (D31
th} For each hospital, calculate the ratio of the amount in paragraph (D X3 to the amount in paragraph (D¥3 ¥z}

{1y Subtract the amount caleulated in paragraph (DY 3e) from the amount allocated In paragraph (C)2¥c) and add
the amount baiwéa&,{i w paragraph (O 24

{i7 For each hospital, multiply the ratio caiculated i paragraph (D 3 hiby the amount caleulated in paragraph
{B33¥1), to determine each hospltal's uncompensated care above one hundred percent without insurance
payment amouni. subject to the following mitations:

(i) if the sum of a hospial's payment amounis calculated in par avrapim (DL D2y and (DK3Hd 8
greater thay or ecuzl 1o U8 hospital-speciiic disproportionate share Himit defined in paragraph (1), the
hospital’s uncompensated care above one hundred per cent withow insurance amount is equal ©
ZEFO0.

TH No. 10-007  Approval Date:
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{ii} If the sum of a hospital's uncompensated care zbove one hundred per cent withour insurance

payment and the payment amounts calculated in paragraphs (DY 1), (D)(2), and {D}{3)d) is less than
the hospital’s disproportionate share iimif defined in paragraph (1), then the hospital's
uncompensated care above one hundred per cent without insurance payment is equal to the product
of multipiving the ratio calculated in paragraph (DY 3){h) by the amount calculated in paragraph
(D)D)

{iii} If the sum of a hospital's uncompensated care above one hundred per cent without insurance
pavment and the payment amounts calculated in paragraphs (D)(1), (D)2}, and {DX}3)¢d) is greater
than the hospital's disproportionate share limit defined in paragraph (1), then the hospital’s
uncompensated care above one hundred per cent without insurance payment is equal to the
difference between the hospital's disproportionate share limit and the sum of the payment amounis
calculated in paragraphs (D313 (DH2), and (N3N

iv) If any hospital is limited by paragraph (DY3
amount by subtracting its hospital-specific disproportionate share limit from the amount

determined in paragraph (DY 3¥d) and sum these amounis for all Himited hospital{s). Subtract the
sun of the limited savasests ainounts from the amount allocated in paragraph {DY3Y) and repeat -
the distribution described in paragraph (DV(3¥g) through (DY 331 until all funds for this pool are
expended, Hosnils shat have been Himied, shall have thelr ratio sel to zero for subsecuent
redistributions within the pool.

{k} For each hospital, sum the amount calculated in paragraph {D)3)(b), and the amount calculated in paragraph
(D3(33(}). This amount is the hospital's disability assistance medical and uncompensated care indigent care
payment amount.

{E3 DISTRIBUTION OF FUNDS THROUGH THE RURAL AND CRITICAL ACCESS PAYMENT POOLS

The funds are distributed among the hospitals according to rural and critical access payment pools described in
paragraphs (E} 1) to (EX2),

(1) Hospitals that are certified as critical access hospitals by the Centers for Medicare and Medicaid Services, and
that have notified the Ohio Department of Health and the Ghio Department of Job and Family Services of such
certification, shall receive funds from the critical access hospital (CAH) payment pool. Hospitals shall notify
the Ohio Department of Job and Family Services of any change in their critical access hospital status,
immediately following notification from TMS.

{a} For each hospital with CAH certification, calculate the Medicald shortfall by adding Medicaid FFS
shortfall described paragraph (DY23a), to the Medicaid MCP shortfall described in paragraph
(DH2HE).

{b} For each hospital with CAH certification, calculate the ratio of each CA¥ hospital's Madicand
shortfall 1o tolal Medicaid shortfall for all CAH hospitals.

{¢) For each CAH hospital, multiply the ratio calculated in paragraph (B 1xb) by #6:67 32.31% of the
amount allocated in paragraph (C)2 X e} 1o determine each hospital’s CAH pavment amount.

(g} For gl hospitals with CAH certification, sum the amounts caleulated in paragraph (B3 1o
tey For each hospital with CAH certification, if the amours described in paragraph (EX 1)) of' this rule is
equal to zero, the hospital shali be included in the RAH payment pool described in paragraph
{(E}2Xa)
(2} Hospitals that are classified as rural hospitals by the Centers for Medicare and Medicaid Services, bui do not
meet the definition described in paragraph (£)(1), shall receive funds from the rural access hospital (RAF)

pavment pool,

{a} For each hospital with RAH classification. as qualified by paragraph (F¥2y and (EX 1)), sum the

hospiial's total payvments allocated in paragraphs (DYDY, (DY, and (D33 e
TN No. 10-007 Approval Date:
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(b) For each hospital with RAH classification, as quatified by paragraph (EX2) and (E){1)e) subtract the
amount calculated in paragraph (E}2)a), from the hospital's disproportionate share limit defined in
paragraph {1). [f this difference for the hospital is negative, then for the purpose of this calculation set
the difference equal to zero,

{¢) For all hospitals with RAH classification, as qualified by paragraph (F3(23 and (E)}1)e), sum the
amounts calculated in paragraph (EX2)(h).

{d} For each hospital with RAH classification, as qualified by paragraph (EX2) and (E) 1 }e), determine
the ratio of the amounts in paragraph (E}2)(b3 and (EX2)(c).

(e} Subtract the amount catculated in paragraph (EX D{¢) from the amount allocated in paragraph
{CH2)e).

{f) For each hospital with RAH classification, as qualified by paragraph (E)2) and (EX ){e), multiply the
ratio calcutated in paragraph (EX2)d), by the amount calculated in paragraph (EX2Xe), to determine
each hospital's RAH payment pool amount.

{g) For each hospital, sum the amount calculated in paragraph (E)(1)(c), and the amount calculated in
paragraph (EX2)(f). This amount is the hospital’s rural and critical access payment amousnt.

(F) DISTRIBUTION OF FUNDS THROUGH THE COUNTY REDISTRIBUTION OF CLOSED HOSPITALS
PAYMENT POOLS.

{13 Closed hospitals with unique Medicaid provider numbers,

For a hospital facility, identifiable to a unigue Medicaid provider number, that closes during the program vear,
the cost report data used shall be adjusted to reflect the portion of the year the hospital was open during the
program year. That partial year data shali be used to determine the distribution to that closed hospital. The
difference between the closed hospital’s distribution based on the full vear cost report and the partial vear cost
report shail be redistributed to the remaining hospitals in accordance with paragraph (F)(2).

For & hospital facHlity identifiable w a unique Medicaid provider number that closed during the immediate prioy
program year, the cost report data shail be used to determine the distribution thar would have been made to that
closed hospital. This amount shall be redistributed (o the remaining hospitals in accordance with paragraph
)20,

I funds are available in accordance with paragraph (FX( 1}, the funds are distributed among the hospitals according to the
county redistribution of closed hospitals payvment pools deseribed in paragraphs (F)2) to (F){4).

(2} It a hospital facility that is identifiable to a unique Medicald provider number closes during the current program
year, the payments that would have been made to that hospital under paragraphs (D3, (E}, (G, and {H) for the
portion of the year it was closed, less any assessment amounts that would have been paid by the closed hospital
for the portion of the vear it was closed, shall be distributed fo the remaining hospitals in the county wheve the
closed hospita is located. If another hospital does not exist in such a county, the funds shall be dispributed 1o
hospitals in bordering counties within the state.

For each hospital identifiable to a unique Medicaid provider number that closed during the mmediate prior
program year, the pavments that would have been made to that hospital under paragraphs (D), {8, (G, and
{H}, tess any assessment amounts that would have been paid by the closed hospital, shall be distributed to the
remaining hospitals in the county where the closed hospital was focated. 1 another hospital does not exist in
such a county, the funds shall be distributed to hospitals in bordering counties within the state.

if the closed hospital’s pavments under paragraphs (D), {EY (G, and (M) does not result in a net gain, nothing
shall be redistributed under paragraphs {FY3) and {F){d),

{3 Redistribution of closed hospital funds within the county of closure.

TH N, 10-007  Approvet Date:
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{a} For each hospital within a county with a closed hospital as described in paragraph (F)(2), sum the
amount calculated m paragraph (D}3)(a), and the amount calculated in paragraph (D3 XD,

{b) For all hospitals within a county with a closed hospital, sum the amounts calculated in paragraph
(F)(3)a).

{c) For each hospital within a county with a closed hospital, derermine the ratic of the amounts in
paragraph (FY3Xa) and (FY33(b).

(d} For cach hospital within a county with a closed hospital, multiply the ratio calcuiated in paragraph
(FY3 )<y, by the amount calculated in paragraph (F)2) of this rule, to determine each hospital's county
redistribution of closed hospitals payment amount.

{4) Redistribution of closed hospital funds to hospitals in a bordering county.

{a) For each hospital within a county that borders a county with a closed hospital where another hospital
does not exist, as described in paragraph (F)(2), sum the amount calculated in paragraph (D)3 1), and
the amount calculated in paragraph (DY 3XH).

{b} For all hospitals within counties that border a county with a closed hospital where another hospiial
does not exist, sum the amounts calculated in paragraph (Fy(4Xa).

{c) For each hospital within a county that borders a county with a closed hospital where another hospital
does not exist, determine the ratio of the amounts in paragragh (F)(4)(a) and (F)}4)(b).

{d) For each hospital within a county that borders a county with a closed hospital where another hospital
does not exist, multiply the ratio calculated in paragraph (FY3 )¢}, by the amount calculated in
paragraph (F)(2), to determine each hospital's county redistribution of closed hospitals payment
amount.

() DISTRIBUTHON OF FUNDS THROUGH THE CHILDREN'S HOSPITAL POOL.

{1} For each hospital meeting the children's hospital definition, sum the payment amounts as calculated in paragraphs (D3,
{E}, and {F). This is the hospital's calculated payment amount,

{2} For each hospital mecting the chiidren's hospital definition, with a calculated payment amount that is not greater than
the disproportionate share Himit, as described in paragraph (1), subtract the amount i paragraph (G 1} from the amount
described in paragraph (I}

{3} For hospitals meeting the children's hospita! definition, with calcufated payment amounts that are not greater than the
disproportionate share Hmit, sum the amounts calculated in paragraph (G)(2).

{43 For each hospital meeting the children's hospital definition, with a calculated payiment amount that {s not greater than
the disproportionate share fimit, determine the ratio of the amounts in paragraphs (G2 and (GY(3).

{3} For each hospital meeting the children's hospital definition, with a calculated payment that is not greater than the
disproportionate share Hmit, multiply the ratio calculated in paragraph (GH4) by the amount allocated in paragraph
(CHZKE. This amount is the children's hospital payment pool payment amount,

1 ehe s of the hoseial's paviment amounts caloulated in maraeraphs {00 0EY (P and (0 i less than the hospiial's
dizproportionate share Hmi delined in paragrash (1), then the hosp
soual to the amount caloulated in parasranh (0N S, not o excoed the amount defined i paragraph (1),

hospital pool pavment amount 5

i's children

cribed i parasranh (GX 351 calculate eack hospials Bmitanon linited amount by
i these

s forthis ool are exvended, Hospitals that

ranh {Ghuntid all iy
for subseguent redistribunions within the pool,

M2¥ N and repeat the digiribution d

¢ been imned, shall have their patio set 1o 28

it
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{(H) DISTRIBUTION MODEL ADJUSTMENTS AND LIMITATIONS THROUGH THE STATEWIDE RESIDUAL POOL.

{1) For each hospital, subtract the hospital’s specific disproportionate share limit as defined in paragraph (1) from the
payment amount as calculated in paragraphs (HX2), to determine if a hospital's calculated payment amount is
greater than its disproportionate share limit,

{2) For each hospital, sum the hospital’s total payments allocated in paragraphs (D} 1 Xb), {D}2¥k}, AND
(D330, (BE)2X @), (FH3HA) (FH4)d) and (GY5).

H & hospital's calculated payment amount is greater than #s disproportionate share Himit, then the hospital’s payment
is equal t¢ the hospital's disproportionate share limit.  The portion of the calculated amount above the
disproportionate share Hhinit, referred to as residual payment funds, is subtracted from the hospital’s calculated
payvment amount and is applied to the statewide residual payment pood as described in paragraph (13}

(3) RE-DISTRIBUTION OF RESIDUAL PAYMENT FUNDS IN THE STATEWIDE RESIDUAL PAYMENT
POOL.

{a) For each hospital with a calculated payment amount that is not greater than the disproportionate share fimit, as
described in paragraph {1}, subtract the payment amount described in paragraph (H3{1) from the amount of the
disproportionate share Hmit.

{b) For each hospital with calculated payment amounts that are not greater than the disproportionate share limit,
sum the amounts calculated in paragraph (H){3)a).

{c} For each hospital with a calculated payment amount that is not greater than the disproportionate share limit,
determine the ratio of the amounts in paragraph (H)(3¥a) and (H)(3)(b).

{d) For each hospital with a catculated payment amount that is not greater than the disproportionate share limit,
multiply the ratio calculated in paragraph (H)33(c) of this rule by the total amount distributed through the
statewide residual pool described in paragraph (H)(1). This amount is the hospital's statewide residual
payment pool payment amount.

(5 LAMITATIONS ON DISPROPORTIONATE SHARE AND INDIGENT CARE PAYMENTS MADE TO HOSPITALS

(I3 For each hospital calculate Medicaid shortfalt by subtracting from total Medicaid costs, total Medicaid payments.
(NOTE: FOR HOSPITALS WITH A NEGATIVE MEDICAID SHORTFALL, THE MEDICAID SHORTFALL
AMOUNT IS NOT EQUAL TO ZERO).  For hospitals exempt from the prospective payment system, Medical
shortfail equals zero. For each hospital, add Medicaid MCP shorifall as caleulated in paragraph (DH2X{

{2} For cach hospital, caleulate total inpatient costs for patients without insurance by multiplving the hospitals’ inpatient
Medicaid cost-to-charge ratio, by the sum of hospital’s reported charges for inpatient disability assistance medical,
inpatient upcompensated care under one hundred per cent of Tederal poverty level, and Inpatient uncompensated care
above one hundred per cent of federal poverty level,

{3} Foreach hospital, calculate total outpatient costs for patients without insurance by multiplying the hospitals’ outpatient
Medicaid cost-to-charge ratic, by the sum of hospital's reported charges for outpatient disability assisiance medical,
outpatient uncompensated care under one hundred per cent of federal poverty level, and outpatient uncompensated care
above one hundred per cent of federal poverty level,

{4y  For gach hospital, calculate the hospital disproportionate share Hmit by adding the Medicaid shortfall and Medicald
MO shortfall as described in paragraph (D41, inpatient uncompensated care as described in paragraph (132}, and
outpatient uncompensated care as described in paragranh {13

{3} The hospital will receive the lesser of the disproportionate share Hmit as described in paragraph (14} or the
disproportionate share and indigent care payment as calculated in paragraphs (D), (E), (F), {(G), and {(H).

Pavments are made to cach hospital in instaliments based on the amount calculated for the annual period. The annual pericd
used in performing disproportionate share/indigent care adjustrnents is the hospital's fiscal vear ending in the state fiscal year that
ends in the federal fiscal vear preceding each program year, Payments are subject to reconcilfation if errors have beep made in
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calculating the amount of disproportionate share indigent care adjustments or if
adjustments must be made in order to comply with the federal regulations issued under

H.R. 3595.

Expenses associated with payment of hospital assessments are allowable as a Medicaid
cost for cost reporting purposes.

Audits of Disproportionate Share Programs

The state shall contract with an independent audit firm to conduct an audit of the state's
DSH programs as they apply to general and psychiatric hospitals in accordance with 42
CFR 447.299 and 42 CFR 455.304, for DSH State Plan years beginning 2003. In the
event that the independent auditor determines that any hospital has received a DSH
payment in excess of their hospital-specific disproportionate share limit, the state shall;

1. Collect from each hospital which has received payment in excess of their hospital-
specific DSH limit, the amount of the overpayment.

2. Redistribute the aggregate amount of the overpayment(s) to all hospitals which,
according to the independent auditor. still have room under their hospital-specific

3. The amount to be redistributed to each eligible hospital shall be determined by the
Statewide Residual Payment Pool policies for the State Plan Year of the audit. The
redistribution shall use the independent auditor's revised hospital-specific DSH limits
to ensure that no hospital receives a payment that is in excess of their audited
hospital-specific DSH limit.

TN:  11-031 Approval Date:  MAY 28 2012
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Disproportionate shave and indigent care pavinent policies for psyvchiatnc hospitals

This section applies to hospitals eligible to participate in Medicaid only for the provision of inpatient psychiatric services to

eligible recipients:

1. Age 65 and oider; and

2. Underage 21, or if the recipient was receiving services immediately before he'she reached age 21, services are covered until
the earhier of the date he/she no longer requires the services or the date he/she reaches age 22.

The payment policies described below are in accordance with rule 5101:3-2-10. Hospitals eligible to participate only for the
provision of inpatient psychiatric services are limited, in accordance with rule 5101:3-2.01, to psychiatric hospitals, and certain
alcohol and drug abuse rehabilitation hospitals, that are certified by Medicare for reimbursement of services and are licensed by
the Ohio Department of Mental Health or operated under the state mental health authority.

A. Source data for caloulations

The calculations described in determining disproportionate share psychiatric and certain alcohol and drug abuse
rehabilifation hospitals (hospitals) and in making disproportionate share and indigent care payments will be based on
financial data and patient care data for psychiatric mpatient services provided for the hospital fiscal year ending in the state
fiscal vear that ends m the federal fiscal vear preceding each program year.

B. Determination of disproportionate share hospitais
The departrnent makes additional payments to hospitals that qualify for a disproportionate share adjustment. Hospitals that
qualify are those that meet at least one of the criteria described under {1) and (2) below, and that alse meet the criteria
described under (3) below:

(1) The hospital's Medicaid inpatient utilization rate is at least one standard deviation above the mean Medicaid inpatient
utiiization rate for all hospitals receiving Medicaid payments in the state.

The Medicaid inpatient utilization rate is the ratio of the hospital's number of inpatient days attributable to patients

who were eligible for medical assistance and who are age twenty-one and under or age sixty-five and older, divided

by the hospitals total inpatient days.

{2} The hospital's low-income unlization rate is in excess of twenty-five percent.

The low-income atilization rate 15 the sum of:

fay  The sum of total Medicaid revenues for inpatient sexvices and cash subsidies fer inpatieny sevvices received
directly from state and locad governments, divided by the sum of total facility inpatient revenues and cash
subsidies for patient services received directdy from state and local governments, plus

{b} Total charges for inpatient services for charity care {less cash subsidies above, and not including contractual
attowances and discounts other then for indigent patients meligible for Medicaid) divided by the rotal
charges for inpatient services.

{3} A Medicaid inpatient utilization rate greater than or egual to one percent,

. Determunation of hospital disproportionate share groups for payment distribulion

]

Heospitals determined to be disproportionate share as described above will be classified into one of four three ters for
payment distribution based on the data described in paragraph (A above, The tiers are described below,

{1} Tier one inciudes all hospitals deemed to be disproportionate share hospitals based on a Jow-income utilization rate
grater than Z5% but tess than 40%%, or hospitals with a lewwincome uilization raie less than or equal to 25% thatars
deemied a disproportionate share hospital based on 2 Medicaid inpatient uilizaton rate that 5 ons standard
deviation above the mean Medicaid inpatient utilization rate for all hospitals receiving Medicaid pavmenis i the
state.

{2y Tier two includes all hospitals deemed to be disproportionate share hospitals based on a low-income utilization rate
greater than or equal to 40% but less than 50%.
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{3) Tier three includes all hospitals deemed to be disproportionate share hospitals based on 2 low-income uﬂﬁﬁﬁfm 4.19-A
greater than or equal to 50% butJess-than-66%-. age 23

. Digeribution of funds within each hospital ter

The funds available i a tier are distributed among hospitals in that tier according to the payment formulas described below.
Hospitals will be distributed a payment amount based on the lesser of their uncompensated care costs or their
disproportionate share payment. Uncompensated care costs are defined as total mpatient ailowable costs less insurance
revenues, self-pay revenues, total Medicaid revenues and uncompensated care costs rendered to patients with insurance for
the service provided. Each hospital's disproportionate share payment is calculated on a tier-specific basis as follows:

Hospital specific

uncompensated care Disproportionate share
Costs / X finds available for
Sum of uncompensated distribution in the tier

care costs for all
hospitals  the tier

{1) Funds available for distribution by tier.

(2} Tier 1. Amaximum of 3% 10% of the disproportionate share funds will be distributed to the hospitais in tier
one.

If no hospitals fall into tier one, or all funds are not distributed, then undistributed funds from tier one will
be added to the funds available for distribution in tier feur three.

{by Tier 2. A maximum of 25% 30% of the disproportionate share funds will be diseributed o hospitals in tier
wo,

Ifno hospitals fall into ter two, or all funds are not distributed, then undistributed funds will be added to
the funds available for distribution in tier feur three.

(¢ Tier3, A masdmum minimam of 43% 60% of the disproportionate Share funds will be disinibuted to hospitals
in tier three.

(2y Payment distribution
Each‘hospétai will be distributed a payment amount based on the lesser of their:
{a) Uncompensated care costs; or
{p) Disproportionate share paviment amount
Disproportionate share funds
The maximurn amount of disproportionate share funds available for distribution to psychiatric hospitais will be determined
by subtracting the fumnds distributed o accordance with rule 5101:3-2-09 of the administrative code from the state's

disproportionate share lineit es described in subparagraph {£) of section 1923 of the Social Secunity Act, 49 Stat, 620 (1935},
42 USC 1396-r-4 {f), as amended.

SEP 13 2006
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Calculation of Supplemental Inpatient Hospital Upper Limit Payments For Public
Hospitals

A

TN: 11-024 Approval Date:

For each Ohio public hospital owned or operated by a governmental entity other than the
state, calculate the estimated amount that Medicare would have paid for an inpatient
discharge if Medicare were paying the care for Medicaid consumers,

1. Using the Medicare cost report as described in paragraph (C), divide the total
Medicare mpatient hospital payment by the hospital’s Medicare inpatient hospital
charges to calculate the hospital specific Medicare payment to charge ratio.

b3

Multiply the hospital specific Medicare payment to charge ratio by Medicaid
charges 1o calculate the estimated Medicare payment for Medicaid consumers.

3 For each public hospital, calculate the available payment gap by taking total
estimated Medicare payment for Medicaid discharges as calculated in paragraph
(A)(2) and subtracting actual Medicaid payments.

4. For each public hospital that has an available inpatient payment gap greater than
zero resulting from the calculations in paragraph (A)(3), calculate the available
per discharge supplemental inpatient hospital payment amount by dividing the
amount in paragraph (A)(3) by the public hospital’s Medicaid discharges.

The resulting amount calculated in paragraph (A) will be in effect from the effective date
of the state plan amendment through December 31 of that year, and from January 1
through December 31 of each year after.

The source data for calculations described in this amendment will be based on cost
reporting data described in rule 5101:3-2-23, an appendix to Attachment 4.19-A which
reflects the most recent completed interim settled Ohio Medicaid cost report (JFS 02930)
for all hospitals, and the Medicare cost report (HCFA 2552-96) for the corresponding
cost reporting period.

Payments will be made on a semiannual basis, based upon actual Medicaid discharges
paid during the prior six-month period, subject to the provisions in paragraph (B). If the
total funds that will be paid to all public hospitals electing to participate exceeds the
aggregate upper payment limit for public hospitals, then the amount paid to all public
hospitals electing 1o participate will be limited to their proportion of the aggregate upper
payment limit.,

Supplemental payments to cost-based providers will be excluded from the cost settlement
process.

Hospital payments made under this section, when combined with other payments made
under the State plan shall not exceed the limit specified in 42 CFR 447.271.

9§ 20U
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G. The total supplemental inpatient hospital payments paid to each public hospital from the
department as described in paragraph (D) will be included in the caleulation of
disproportionate share limit.

ING 11024 Approval Date: R 26 mu
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Calculation of Supplemental Inpatient Hospital Upper Limit Payments For State Hospitals

Al Non-psyclhiafric Ohio hospitals owned and operated by the state as of October | of the year
preceding payments (state hospitals) shall be paid supplemental amounts for the provision of
hospital inpatient services set forth in paragraphs {B) through (E) of this section. The
supplemental amounts shall be in addition to any other amounts payable 1o hospitals with respect
to those services.

B. Prata sources used in calculating supplemental payments 1o state owned hospitals include the
Medicare Cost Report (CMS 2552-96) and Medicaid MMIS inpatient fee-for-service date of
service claims data. For state fiscal year {(SFY) 2012 and SFY 2013, the Hospital fiscal year
ending in SFY 2010 Medicare cost reports retrieved from the Hospital Cost Report Information
System and the Medicaid MMIS data and Ohic Medicaid cost reports (JFS 02930) from the SFY
prior to the month of payment witl be utilized unless otherwise noted.

. The total supplemental payments shall not exceed the amount calculated using the following
methodology:

i For each non-psychiatric QOhio hospital, total Medicare costs are divided by total
Medicare charges to establish the Cost to Charge Ratio.

2. Ohio Medicaid payments for the portion of the hospital fiscal year preceding 10/1/2009
were inflated by 5% to account for an increase in Medicaid payment rates effective
10/8/20089.

3. Ohio Medicaid charges derived from the cost report described in paragraph (B) wers

mutitiplied by the Cost to Charge Ratio in paragraph {CY1) to establish estimated Ohio
Medicaid costs,

4. Ohio Medicaid costs from (C)(3) were inflated using a hospital specific S-year average of
Medicaid costs per patient day. The average is determined using Medicaid cost reports
filed in state fiscal vears 2005-2009. This hospital specific inflation factor was applied to
individual hospital costs at a discounted rate for the partial year for all hospitals with
frscal year end before the 2010 state fiscal year end of 6/30/2010, plus two vears to
determine the UPL for SFY 2012 and for a third year to determine the UPL for SFY
2013 In the event in which hospital data did not exist for any hospital in years 2003-
2009, the state average of 4.43% was utilized. Ohio Medicaid costs were multiplied by a
factor of [.01 for the Critical Access Hospitals,

5. Ohio Medicaid payments from paragraph (C}2) were then subtracted from the tofal in
paragraph (C)(4) to find the inpatient upper payment limit gap for the state hospitals. The
sum of the differences for these hospitals represents the UPL gap.

B, Each non-psychiatric Ohio hospital that is state owned and operated and paid under the
prospective payment system shal receive pavments based upon the following hospital-specific
calculation:

. Calculate a Medicare payment to charge ratio by dividing total Medicare inpatient payments
by total Medicare inpatient charges,

!\..J

Calculate the total estimated Medicare inpatient payment for Medicaid inpatient discharges

by multiplying the amount calculated in paragraph (I){1) by the total Medicaid inpatient
charges.

TN: 11-024 Approval Date: AR 98 2017
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3. Subtract total inpatient Medicaid payments from the amount calculated in paragraph (D) 2).
4. For each hospital, sum the amount calculated in paragraph (D}3).

5. Each hospital for which the amount calcutated in (D}){3) is greater than zero shall receive an
amount of the pool based on the ratio of hospital specific Medicaid discharges to the total
state hospital Medicaid discharges.

E. From a pool of funds calculated in (CY(8), less the payments made in (DY3), resulting in a
remaining pool amount, state hospitals shall receive a percentage increase in inpatient Medicaid
pavments. The percentage increase on SFY 2016 total inpatient hospital Medicaid payments
will be equal to the remaining pool amount divided by state hospiial Medicaid inpatient hospital
fee-for-service payments.

F. Using the source data described in paragraph (B), for each free standing psychaatric state hospital
owned or operated by the state, calculate the estimated amount that Medicare would have paid for
an inpatient discharge if Medicare were paying the care for Medicaid consumers by subtracting
Medicaid inpatient payvments from Medicaid inpatient costs.

G. For each state psychiatric hospital that has an inpatient payment gap greater than zero resulting
from the calculations in paragraph (F), calculate the per discharge supplemental inpatient hospital
pavment ameunt by dividing the amount in paragraph (F) by the state hospital’s Medicaid
discharges. Paviments will be made on a semiannual basis, based upon the product of each
psychiatric hospital per discharge gap amount and Medicaid discharges paid during the prior six-
month period.

H. Payments in paragraph (D) will be paid semiannually and paymenis in paragraph {E) will be paid
in four instaliments within the state fiscal vear. If the total funds that will be paid to all state
hospitals electing to participate exceeds the aggregate upper payment limit for state hospitals,
then the amount paid to all state hospital electing to participate will be limited to their proportion
of the aggregate upper payment limit.

L Supplemental payments to cost-hased providers will be excluded from the cost setilement
Process.
I Hospital payments made under this section, when combined with other payments made under the

State plan shall not exceed the limit specified n 42 CFR 447271 and 42 CFR 447.272,

K. The total funds that will be paid to each hospital will be included in the calculation of
disproportionate share Hmit.

SN: 11004 Approval Date: W% il
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Supplemental Payments to Children’s Hospitals for Inpatient Outliers

Al Notwithstanding paragraph (C}5) of rule 5101:3-2-07.9 in the appendix to Attachment
4.19-A of the State Plan, children's hospitals that meet the criteria in paragraphs (E)(1)
and (EX2) of rule 5101:3-2-07.9, will be paid for each cost outlier claim made in fiscal
years 2010 and 2011, an amount that is the product of the hospital's allowable charges
and the hospital's Medicaid inpatient cost-to-charge ratio. The cost-to-charge ratio 1s
based on the Medicaid charges as reported on the hospital’s Medicaid cost report (JFS
02930) and the costs attributable to Medicaid as calculated based on the proportion of
Medicaid charges to total charges on the hospital’s inferim settled cost report as apphied
to the claim year,

B. A Children's hospital shall cease being paid for a cost outlier claim under the
methodology described in paragraph (A) on page 28 of Attachment 4.19-A and revert to
being paid for such a claim according to methodology m paragraph (A)(6} or (C)35) of
rule 3101:3-2-G7.9, as applicable, when the difference between the total amount paxd
according to the methodology described in paragraph (A) on page 28 of Attachment 4.19-
A for such claims and the total amount the Director would have paid according to the
methodology in paragraph (AW6) or ({CW3) of vule 3101:3-2-07.9, as the applicable
paragraph existed on June 30, 2007, for such claims, exceeds the amount available as
described in paragraph (D) on page 28 of Attachment 4.19-A for the applicable fiscal
year,

C. Payments shall be made under paragraph (A) on page 30 of Attachment 4.19-A,
Supplemental Inpatient Hospital Upper Limit Payments For Children’s Hospitals, if the
difference between the total amount the Director has paid according to the methodology
in paragraph {A) on page 28 of Attachment 4.19-A for cost outlier claims and the total
amount the Director would have paid according to the methodology in paragraph (A)(6)
or (C)(5) of rule 5101:3-2-07.9 for such claims, as the applicable paragraph existed on
June 30, 2007, does not require the expenditure of the total amount available as described
in paragraph (D) on page 28 of Attachment 4.19-A for the applicable fiscal year.

D. 528,642,247 in SFY 2012 and $27,540,622 in FFY 2013 shall be used to pay the amounts
described in paragraph {A) on page 28 of Attachment 4.19-A.

E. The source data for calculations described in paragraphs (A) on page 28 of Attachment
4.19-A through (C) on page 28 of Attachment 4.19-A will be based on claims paid for
outliers during the prior state fiscal vear.

F. Payments will be made to children’s hospitals on an annual basis, based upon children’s
hospitals” actual inpatient Medicaid fee-for-service outliers derived from actual Medicaid
discharges paid during the prior state fiscal year and upon the difference between what
each hospital would be paid according to the methodology described in paragraph (A) on
page 28 of Attachment 4.19-A the amount the hospital had been paid.

G. Hospital payments made under this section shall not exceed the amount available as
described in paragraph (D) on page 28 of Attachment 4.19-A for the applicable fiscal
year nor, when combined with other payments made to private hospitals under the State
plan, the limit specified in 42 CFR 447272, If the tota] funds that would be paid to all
children’s hospitals exceeds either of those amounts, then the amount paid fo each
children’s hospital would be its proportion of the lesser of: the amount described by
paragraphs (A) through (C} on page 28 of Attachment 4.19-A; or the amount described in
paragraph (D) on page 28 of Attachment 4.19-A. Each hasp:tai s proportion would be
equal to the difference between the total amount the Director would pay according to the
methodology described in paragraph (A) for such claims minus the total amount the
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Director paid for such claims for that hospital divided by the sum of that amount for all
children’s hospitals.

H. Hospital payments made under this section, when combined with other payments made
under the State plan shall not exceed the limit specified i 42 CFR 447 271.

L The total funds that will be paid to each children’s hospital will be included in the
calculation of dispropertionate share limit.
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Supplemental Inpatient Hospital Upper Limit Payments For Children’s Hospitals

Al If the Supplemental Payments to Children's Hospitals for Inpatient Outliers do not require
the expenditure of the amount described under paragraph (D) on page 28 of Attachment
4.19-A for the supplemental outlier payments and available under the upper payment
limit as described by paragraphs (A) on page 28 of Attachment 4.19-A, the department
would make additional supplemental payments to children’s hospitals up to the lesser of
the amount described in paragraph (D) on page 28 of Attachment 4.19-A or the amount
described by paragraphs (A) on page 28 of Artachment 4.19-A through (C) on page 28 of
Attachment 4.19-A as follows: Payments will be made to children's hospitals on a annual
basis, based upon children’s hospitals actual inpatient Medicaid fee-for service days
derived from actual Medicaid discharges paid during the prior twelve-month period,. If
the total funds that would be paid to all children's hospitals exceeds the aggregate upper
payment limmit for all private hospitals, then the amount paid to all children's hospitals wiil
be limited to their proportion of the aggregate upper payment limit.

B. Hospital payments made under this section, when combined with other payments made
under the State plan shall not exceed the limit specified in 42 CFR 447.271.

C. For all private hospitals, the sum of the amounts calculated in paragraph (C)(5) on page
31 of Attachment 4.19-A, is the aggregate inpatient upper limit payment gap for al
private hospitals,

b. The total funds that will be paid to each children’s hospital will be included in the
calculation of disproportionate share hmit.
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Supplemental Inpatient Hospital Upper Limit Payments For Private Hospitals

Al Al privately owned Ohio hospitals as of October 1 of the year preceding payments
(private hospitals) shall be paid supplemental amounts for the provision of hospital
mpatient services set forth in this section. The supplemental amounts shall be in addition
to any other amounts payable to hospitals with respect to those services,

B. Data sources used in calculating supplemental payments to private hospitals include the
Medicare Cost Report (CMS 2552-96) and Medicaid MMIS inpatient fee-for-service date
of service claims data. For state fiscal vear (SFY) 2012 and SFY 2013, the Hospital fiscal
vear ending in SFY 2010 Medicare cost reports retrieved from the Hospital Cost Report
Information System and the Medicaid MMIS discharges and days data and Chio
Medicaid cost report (JFS 02930) payment data from SFY 2010 will be utilized unless
otherwise noted.

C. The total supplemental payments shall not exceed the amount calculated using the
following methodology:

i, Fore each privately owned Ohio hospital, total Medicare costs are divided by total
Medicare charges to establish the Cost to Charge Ratio,

2. Ohio Medicaid payvments for the portion of the hospital fiscal year preceding
10/1/2009 were mflated by 5% to account for an increase in Medicaid payment
rates effective 10/1/2009.

3. Ohio Medicaid charges derived from the cost report described in paragraph (B)
were multiplied by the Cost to Charge Ratio in paragraph (C)(1) to establish
estimated Ohio Medicaid costs.

4. Ohio Medicaid costs from (C)(3) were inflated using a hospital specific 5-year
average of Medicaid costs per patient day. The average is determined using
Medicaid cost reports filed in state fiscal vears 2005-2009. This hospital specific
inflation factor was applied to individual hospital costs at a discounted rate for the
partial year for all hospitals with fiscal year end before the 2010 state fiscal year
end of 6/30/2010, plus two years to determine the UPL for SFY 2012 and for a
third year to determine the UPL for SFY 2013, In the event in which hospital data
did not exist for any hospital in years 2005-2009, the state average of 4.43% was
utilized. Ohio Medicaid costs were multiplied by a factor of 1.01 for the Critical
Access Hospitals.

5. Ohio Medicaid payments from (C)2) were then subtracted from the total in
paragraph (C)(5) to find the inpatient upper payiment limit gap for the private
hospitals. The sum of the differences for these hospitals represents the UPL gap.

D. Privately owned Ohio hospitals that are paid under the inpatient prospective payment
system, excluding Children’s hospitals, shall receive payments based upon the following
hesp;tai specific calculation:

Calculate a Medicare payment to charge ratio by dividing total Medicare inpatient
payments by total Medicare mpatient charges,

2. Calculate the total estimated Medicare inpatient payment for Medicaid inpatient
discharges by multiplying the amount caleulated in paragraph (D) 1) by the total
Medicaid inpatient charges.

Subtract total inpatient Medicaid payments from the amount calculated in

paragraph (D)}2).

Lad

4. For each hospital sum the amount calculated in paragraph {D)3).
5. From the pool of funds, calculated in paragraph {D)(4}, payments shall be made 10
all privately owned Ohio hospitals that are paid under the inpatient prospective
payment system, excluding Children’s hospitals, based upon the ratio of each
TN: 11-024 Approval Date: AR B6 2k
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privately owned Ohio hospital that is paid under the inpatient prospective
payment system inpatient Medicaid fee-for-service days to the total Medicaid fee-
for-service inpatient days for all privately owned Ohio hospitals, excluding
Children’s hospitals. This ratio will be derived from actual inpatient MMIS
Medicaid fee-for-service date of service claims data in the state fiscal year ending
prior to the month of payment.

E. From a pool of funds calculated in paragraph (C) less the payments made in paragraph
(D), privately owned Ohio hospitals shall receive payments for the provision of inpatient
hospital services. These payments will be based on subgroups according to hospital
characteristics, that are mutually exclusive and are presented in hierarchical order:

Specialty hospitals - Private hospitals which are rezmbursed on a cost basis.
Critical Access hospitals (CAHs) — Private hospitals with critical access
designation.

Rural hospitals - Private hospitals that are classified as rural hospitals by the
Centers for Medicare and Medicaid Services.

Children’s hospitals — Private hospitals centered on providing care to children.
Adult High Disproportionate Share Hospitals {DSH) — Private hospitals with adult
high DSH designation as of Federal Fiscal Year 2010.

Magnet education hospitals — Private hospitals with an education component
which have received magnet designation by the American Nurses Credentialing
Center as of December 31, 2010,

Education hospitals — Private hospitals with a residency program.

General hospitals paid under the inpatient prospective payment system- Private
hospitals which do not qualify for any of the preceding categories.

i From the specialty hospital subgroup, payments shall be made in the form of a
percentage increase applied to hospital specific SFY 2010 Medicaid inpatient fee-
for-service payments. This percentage increase will be equal to the pool amount
of $14,022,012 in SFY 2012 and $13,396,983 in SFY 2013 divided by total
private specialty hospital SFY2010 Medicaid inpatient fee-for-service payments.

2. From the critical access and rural subgroup, payments shall be made to all CAHs
and rural hospitals in the form of a per diem payment applied to hospital specific
SFY 2010 Medicaid fee-for-service days. This payment will be equal to the pool
amount of $11,819,200 in both SFY 2012 and SFY 2013 divided by the total
CAH and rural hospital SFY 2010 Medicaid fee-for-service days.

3. From the children’s hospitals subgroup, payments shall be made to all children’s
hospitals in accordance with page 28 paragraph B of the State Plan Amendment
Section 4.19-A.

4. From the magnet education subgroup, payments shall be made to all magnet
education hospitals in the form of a percentage increase applied to hospital
specific SFY 2010 Medicaid fee-for-service npatient payments. This percentage
increase wil be equal to the pool amount of $12,833,490 in SFY 2012 and
$12.282,308 mn SFY 2013 divided by total magnet education hospital SFY 2010
Medicaid inpatient fee-for-service pavments.
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b3 From the total education subgroup, all education hospitals and magnet education
hospitals shall receive a percentage increase in Medicaid payments applied to
their total hospital specific SFY 2010 Medicaid fee-for-service inpatient
payments. This percentage increase wiil be equal 1o the pool amount of
$46,722,805 in SFY 2012 and $39,534,103 in SFY 2013 divided by total
education hospitals’ SFY 2010 Medicaid inpatient fee-for-service payments. This
amount is in addition to the amount paid to magnet education hospiials in (E)}{4).

6. From the pooled amount calculated in (C) less payments made in (D) and (E)(1)
through (E)(3), all private hospitals excluding children’s hospitals (private general
acute hospitals) shall receive a payment. These payments will be in the form of an
additional payment per discharge applied to SFY 2010 mpatient Medicaid
discharges from the SFY 2010 MMIS date of service claims data. This increase
will be equatl to the pool amount divided by the total private general acute hospital
SFY 2010 Medicaid discharges. These pavments are in addition to the payments
in (D) and (E}(1) through (EX5).

F. Supplemental payments in paragraph (D) will be paid semiannually and (E) shall be paid
in four installments within the state fiscal year.

G. Supplemental payments to cost-based providers will be excluded from the cost settlement
process.
H. Hospital payments made under this section, when combined with other pavments made

under the State plan shall not exceed the limit specified in 42 CFR 447.272.

L The total funds that will be paid to each hospital will be included in the calculation of
disproportionate share limit.
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