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Mergers, acquisitions and consolidations.

1. Rates of Payment. As used in this Section, the terms merger, acquisition and consolidation shall mean
the combining of two or more general hospitals where such combination is consistent with the public
need, would create a new, more economical entity, reduce the costs of operation, result in the reduction
of beds and/or improve service delivery and approved through the Department’s Certificate of Need
process. Payments for hospitals subject to a merger, acquisition or consolidation for inpatient acute care
services that are not otherwise exempt from DRG case-based rates of payment will be effective on the
date the transaction is effected and shall be computed in accordance with this Section except as follows:

a.

The WEF used to adjust the statewide base price shall be calculated by combining all components
used in the calculation pursuant to the WEF Section for all hospitals subject to the merger, acquisition
or consolidation.

. The direct GME payment per discharge added to the case payment rates of teaching hospitals shall be

calculated by dividing the total reported Medicaid direct GME costs for all teaching hospitals subject to
the merger, acquisition, or consolidation by the total reported Medicaid discharges reported by such
hospitals in the applicable base period.

. The indirect GME payment per discharge added to the case payment rates of teaching hospitals shall

be calculated in accordance with the Add-ons to the Case Payment Rate Per Discharge Section, except
the ratio of residents to beds used in the calculation shall be based on the total residents and beds of
all such hospitals subject to the merger, acquisition, or consolidation.

. The non-comparable payment per discharge added to the case payment rates shall be calculated by

dividing the total reported Medicaid costs for qualifying non-comparable cost categories for all
hospitals subject to the merger, acquisition, or consolidation by the total reported Medicaid discharges
reported by such hospitals in the applicable base period.

2. Temporary rate adjustment.

a.

TN

The Commissioner may grant approval of a temporary adjustment to rates calculated pursuant to this
Section for hospitals [subject to] that complete a merger[s], acquisition[s] or consolidation[s occurring
on or after the year the rate is based upon,] provided such hospitals demonstrate through submission
of a written proposal that the merger, acquisition or consolidation will result in an improvement to (i)
cost effectiveness of service delivery, (ii) quality of care, and (iii) [other] factors deemed appropriate
by the Commissioner. Such written proposal shall be submitted to the Department sixty days prior to
the requested effective date of the temporary rate adjustment. The temporary rate adjustment shall
be in effect for no longer than such time as base year costs are updated for the development of these
temporary rates or such time as statewide base year costs are updated for the development of rates,
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whichever is earlier, and shall consist of the various operating rate components of the
surviving entity.[consist of the various rate components of the surviving entity for a

specified amount of time as approved by the Commissioner]. At the end of the specified
timeframe, the hospital will be reimbursed in accordance with the statewide methodology

set forth in this Attachment. The Commissioner may establish, as a condition of receiving
such a temporary rate adjustment, benchmarks and goals to be achieved as a result of the
ongoing consolidation efforts and may also reguire that the hospital submit such periodic

reports concerning the achievement of such benchmarks and goals as the Commissioner
deems necessary. Failure to achieve satisfactory progress, as determined by the

Commissioner, in accomplishing such benchmarks and goals shall be a basis for ending
the hospital’s temporary rate adjustment prior to the end of the specified timeframe.

The Commissioner shall withdraw approval of a temporary rate adjustment for hospitals
which (i) fail to demonstrate compliance with and continual improvement on the approved
proposal or (ii) an update to the base year is made by the Department.
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