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DEPARTMENT OF HEALTH & HUMAN SERVICES o

Centers for Medicare & Medicaid Services M s

7500 Security Boulevard, Mail Stop 52-26-12
Baltlmore’ Maryland 21244-1850 CENTERS FOR MEDICARE & MEDNCALD SERVICES
CENTER FOR MEDICAID & CHIP SERVICES

MAY 19 2014

John McCarthy, Medicaid Director

Office of Ohio Health Plans

Ohio Department of Job and Family Services (ODJFS)
P.O. Box 182709

50 West Town Street, Suite 400

Columbus, Ohio 43218

RE: Ohio State Plan Amendment (SPA) 13-015
Dear Mr. McCarthy:

We have reviewed the proposed amendment to Attachment 4.19-A of your Medicaid State plan
submitted under transmittal number (TN) 13-015. Effective for services on or after July 1, 2013,
this amendment implements a new hospital inpatient reimbursement methodology by adopting a
new diagnostic related grouper and updating hospital inpatient rates. The state is moving to
3M’s All Patient Refined Grouper (APR-DRG).

We conducted our review of your submittal according to the statutory requirements at sections
1902(a)(2), 1902(a)(13), 1902(a)(30), 1903(a), and 1923 of the Social Security Act and the
regulations at 42 CFR 447 Subpart C. We hereby inform you that Medicaid State plan
amendment 13-015 is approved effective July 1, 2013. We are enclosing the CMS-179 and the
amended plan pages.

If you have any questions, please contact Michelle Beasley at (312) 353-3746 or via email at
Michelle.Beasley@cms.hhs.gov.

Cindy Mann,
Director

Enclosure
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Attachment 4. [9-A
Page 12-a

F. Payment for Inpatient Hospital Services on or after July 1, 2013

Effective far discharges on or after July [. 2013. payment for inpatient hospital services
pravided in hospitals other than those described on page . paragraph (A) will be paid an
a prospective basis using the All Patient Refined Diagnostic Related Groups (APR-DRG)
syvstem.

‘The methodology deseribed in paragraphs (B) to (D) on pages 2 ~ 12 of Attachment
4.19-A apply only to discharges an or beforeJune 30, 2013, unless specifically
referenced on page 12-a. or in Section 5101:3-2-65 of Appendix A,

The APR-DRG consists of 3 14 individual DRGs. Each DRG is categorized into anc of
four Severity of [tiness (SOI) categories: |. Minor. 2. Moderate. 3. Major and 4. Extreme.
for a total af 1.256 DRGs. Each DRG/SOI combination is assigned a relative weight and
average length of stay.,

“The refative weight for a DRG/SOI is multiplied by the hospital base rate to determine
the DR Base Payment for a claim. For hospitals that have a Medical Education rate. the
Medical Eiducation Add-on is calculated by multiplying the Medical Education Rate by
the refative weight for the DRG/SOL. Each hospital is paid a hospital-specilic Capi(al
Add-on for cach claim that is paid. A claim may also be cligible to receive an additional
payment for high cost cases and/or an additional payment related to organ acquisition for
transplant cascs. '

The final pavment for inpatient hospital services is the sum oft

a. PRG Base Payment

h. Medical Education Pavment

¢. Capital Add-on

d. Applicable Outlier Add-on.

¢. Applicable Organ Acquisition Add-on

I. The final payment is rounded to the nearest whole penny.

The payment policies that apply to reimbursement under the APR-DRG system are
further described in Section 3101:3-2-63 ol Appendix A.

TN: 13-015 Approval Date: _MAY 19 2014
Supersedes:
TN: NEW Effective Date:  07/01/2013




State of Ohio Attachment 4.19-A
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State of Ohio Attachment 4.19-A
Appendix
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S101:3-2-65 Inpatient hospital reimbursement on or after July 1, 20i3.

Effective for dates af discharge on or after fuly 1. 2013, hospitals delined as eligible providers af
hospital services in sectian 3101:3-2-01 af' the Appendix to Attachment 4.19-A and not defined in
paragraph (A) al this section are subject to the all patient refined diagnosis related groups
(APR-DR(}) and prospective payment methodology utilized by the Ohio department of medicaid as
described in this scetion.

Unless otherwise referenced in this sectian. Appendix to Attachment 4.19-A sectians 5101:3-2-07.1,
5101:3-2-07.3. 5101:3-2-07.4. 5101:3-2-07.8. 5101:3-2-07.9 and 5101:3-2-07.1 | apply only to
inpatient hospital claims for discharges oceurring on ar before fune 30, 2013,

(A) Excluded hospitals. Serviees pravided hy the follawing institutions are not subject to the APR-DRG
reimbursement system:

(1) "Freestanding rehabilitation hospitals” excluded fram medicare prospective payment in
accordance with 42 CFR 412.23(b) cfltective Octaber [. 2003:

(2) “Freestanding long-term hospitals” excluded from medicare prospective payment in accordance
with 42 CFR 412.23(¢) elfective October . 2003:

(3) Hospitals that are excluded from medicare prospective payment due to providing scrvices. in tatal,
which are excluded due to a combination of the pravisians of paragraphs (A)(1) and (A)X2) of
this section:

(b Cancer hospitals as delined in section 5101:3-2-07.2 af the Appendix ta Attachment 4.19-A far
discharges on and alter fuly [. 1992.

(B) Hospital peer groups. For purposes ol setting rates and making payments under the APR-DRG
prospective payment system. the department classilies all haspitals not defined in paragraph (A) of
this section into one of the mutually exclusive peer groups delined befow.

(1) Teaching hospitals as defined in seetion 5101:3-2-07.2 of the Appendix to Attachment 4. 19-A that
are located in Ohio.

(2) Teaching hospitals as defined in sectian 5101:3-2-07.2 of the Appendix ta Attachment 4. [9-A that
are not focated in Ohia.

(3) Children’s hospitals as defined in 3101:3-2-07.2 af the Appendix to Attachment 4., 19-A that are
located in Ohio.

(4) Children’s hospitals as defined in 5101:3-2-07.2 of the Appendix ta Attachment 4.19-A that are
not located in Ohio. ‘

(3) Rural referral center hospitals as defined in section 5101:3-2-07.2 af the Appendix to Attachment
4.19-A that are located in Ohio.

TN: 13-015 Approval Date: __ MAY 19 201k
Supersedes:
TN: NEW Effective Date: 07/01/2013
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(6) Metropotlitan statistical area (MSA) hospitals as delined in section 5101:3-2-07.2 of the Appendix
to Attachment 4.19-A that are lacated in Ohio.

(7) Non-MSA hospitals as defined in section 3101:3-2-07.2 of the Appendix to Attachment 4.19-A
that are focated in Ohio.

(8) Hospitals that are not focated in Ohio that are not classilied in paragraph (B)2) or (B)(4) of this
seetian. ‘

(C) Classilicatian procedures are as described in section 5101:3-2-07.2 of the Appendix to Attachment
4.19-A,

(D) DRG/severity al'iliness assignment.

(1) Each discharge on or after fuly [. 2013 is assigned a DRG and one of four severity of iiness (SOI)
factors based upon the date of discharge.

(2) Ma claim submitted by a hospital is deemed ungroupable because it does not contain valid values
for onc or more al’the variables required by the APR-DRG grauper. then the claim will be
denied payment by the department.

([2) Payment [ormula,

(1) The farmula used in the APR-DRG prospective payment system effective for dates of discharge
on or after fuly 1. 2013 is as follaws: total payment. rounded to the nearest whole penny. equals
() basc payment plus (b) capital alfowance plus (¢) medical education allowance (il hospital is
cligible) plus (d) autlier payment (il applicable) plus (¢) other payments far organ transplants
where:

(a) Base payment equals the haspital base rate as deseribed in paragraph (H) of this section
multiplied by the carresponding relative weight for the DRG/SOI as described in paragraph
{b) afl this scction.

(h) Capital alfowance cquals the per case add-on as described in paragraph (K) of this section.

(¢) Medical education atlowance equals the per case add-on. case mix adjusted. as described in
paragraph (L.) of this seetian.

(d) Outlier payment equals the eligible outlier costs multiplied by the outlier payment percentage
as described in paragraph (1) of this section,

(¢) Other payments for transplant related services as described in paragraph (M) of this section.

(F) Payments under the prospective payment system are made on the basis of a prospeetively determined
rate as provided in this section. No vear-end retrospective adjustment is made for praspeetive
pavment exceept as provided in 5101:3-2-24 of the Appendix to Attachment 4.19-A. Except as
pravided in sections 5101:3-2-24. 5101:3-2-07.13, and 5101:3-2-40 of the Appendix to Attachment

TN: 13-013 Appraval Date: _MAY 19 2014
Supersedes:
TN: . NEW Effective Date: 07/01/2013
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State ol Ohio

4.19-A. a hospital may keep the difference between its prospective payment rate and costs incurred
in furnishing inpatient services and is at risk far costs which exceed the prospective payment
amounts.

(G) Sources for inputs in the payment formula.

() The dataset used as inputs in the payment formula and determination of relative weights
established for discharges an or after July t. 2013 consists of*

(a) Inpatient haspital claims with dates of discharge from October . 2008 through September 30,
2010:

(b) Cost reports submitted by haspitals ta the department an its medicaid cost report far the
hospital years that end in state fiscal years 2009 (IFS 02930 rev. 4/2009). 2010 (JIS 02930

rev. 4/2010) and 201 | (1S 02930 rev. 4/201 1): and

0

(¢) Inflatian factors computed for Ohio by a nationally-recognized research firm that computes
similar factors far the medicare program.

(2) The inflation factars were used to apply an inflationary value to the total cost camputed for cach
case inflating it to September 30, 2013.

(H) Computation of hospital base rate.

(1) Except as described in paragraph (I1)(4) of this section. the base rate for cach Ohio children’s
haspital is equal to: :

(a) Ninety-ninc and five hundredths per cent af the total inflated costs for the cases assigned ta a
children’s hospital divided by the number of cases assigned to the children’s haspital:
divided hy

{h) The peer graup case mix scare as cafculated in paragraph (1)(3) of this sectian.

(2) Except as described in paragraph (1 1)(4) af this scetion. the base rate for hospitals in Ohio peer
groups other than Ohio children’s hospitals is equal ta:

(a) Sixty-Faur and five hundredths per cent of the tatal inflated costs for the cases assigned to a
peer graup: divided by the number af cases in the peer group: divided by

(b) The peer graup case mix score as caleulated in paragraph (H)(3) of this section.

(3) The peer group case mix score is equal ta:
(a) 'The sum of the refative weight values across all cases assigned ta a peer group: divided by
(b) The numbher of cases in the peer graup.

(4) For non-Ohia hospital peer groups. the peer group base rate is equal to the value assigned to the

TN: 13015 | Approval Date: MAY 19 2014
Supersedes:

TN: NEW Eftective Date: 07/01/2013
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peer group cllective January |, 2013,
(5) Peer group risk carridors.

Effective far discharges an or after fuly £. 2013 and on or before June 30. 2016. the department
will apply the fatfowing:

(a) IF a hospital is in a non-MSA pecr group. in the rural referral center peer group. or is ina MSA
peer group but has a medicare designatian as a critical access hospital. then the hospital's
base rate is equal to the greater ol

(i) The peer group base rate: or
(ii) Seventy per cent of the computed casts of the hospital’s cases.

{b) If a hospital is in a MSA pecr group and is not a medicare designated critical access hospital.
then the hospital's base rate is equal to;

(i) The peer group base calculated in paragraph (H)X2) af this seetion. il the peer group base
rate daes not result in more than a three per cent reduction or gain in payments
compared ta the DRG prospective payment system in cffeet prior ta July |, 2013: or

{ii) A haspital-specilic basc rate established to ensure the new peer group base rate does not
resuft in mare than a three per cent reduction ar gain in payments compared to the prior
DRG prospective payment systen,

(iii) For discharges on or after July 1. 2014 the risk corridor shall be adjusted to be na more
than a five per cent reduction or gain, «

(iv) For discharges on or after fuly I. 2015 the risk corridor shalf be adjusted ta be no mare
than an eight per cent reduction or gain.

{c) 1T the hospital is in the teaching hospital pecr group. then the haspital's base rate is equal to:

{i) The peer group base rate unless it was faund that the new pecr group base rate wauld result
in a reduction or more than a three per cent gain in payments [rom the prior DRG
prospective payment system: or

(ii) A hospital-specilic base rate established to ensure that the new peer group base rate docs
not result in a reduction or more than a three per cent gain in payments compared to the
prior DRG praspective payment system.

{d) I the hospital is in a children’s hospital peer group. then the hospital’s basc rate is equal to:

(i) The hospital base rate calculated in paragraph (H)( 1) of this section. if the base rate does
not result in more than a five per cent reduction or gain in payments compared to the
prior DR( praspective payment system: or

TN: [3-015 Approval Date: _ MAY 19 2014
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(i) A hospital-specilic base ratc established to cnsure the new peer group base rate does not
result in more than a five per cent reduction or gain in payments compared to the prior
DRG praspective payment system.

(¢) IF'the haspital is a psychiatric haspital owned and operated by the state of Ohio. regardtess of
peer graup. then the hospital’s base rate is equal to;

(i) The hospital basc rate caleulated in paragraph (H)( 1) of this section, il the peer graup base
rate does not result in a reduction in payments compared to the prior DRG prospective
payment system; or

(ii) A hospital-specilic base rate established to ensure the new peer group base rate does not
result in a reduction,

(1) Computation of relative weights. The relati\.'c weight is equal to:
(1) The average inflated cast per case within the DRG/SOI: divided by
(2) The average inflated cost per casc across all DRG/SOls.

(hy Camputation ol outlier payments.

(1) IFfa discharge is eligible far an outlier payment, then the payment is equal to ninety-five per cent of
the valuc of eligible outlicr costs.

(2) Eligiblc outlier costs arc equal to the cost of the case minus an outlier threshold.

(a) When discharges are submitted far payment by haspitals. the cost of the case is computed as
the product of covered bitled charges and a haspital-specific medicaid inpatient
cost-to-charge ratio as described in section 53101:3-2-22 of the Appendix ta Attachment
4.19-A.

(h) The autlier threshold is equal to the base payment as described in paragraph (E)(|)(a) af this
section plus a [ixed outlier threshold as described in paragraph (1)(2)(c) of this section.

(¢) The fixed autlier threshold varies and can be either DRG specilic or peer group specific. The
fixed autlicr threshold for neonate and trachcostomy DRGs is farty-twa thousand nine
hundred dollars. The lixed outlier threshold (or DRGs other than neonate and tracheostomy
DRGs billed by hospitals in a children’s peer group or the teaching peer group is fifty-faur
thausand four hundred doltars. The lixed outlier threshold for cases other than nconate and
trachcostomy billed by hospitals among ather peer groups is sixty-eight thousand dollfars.

(3) Far any claim that qualifies for an outlier payment. the final claim payment shall be limited to the
lessar of covered bitled charges or the total payment calculated in paragraph (E)X 1) of this
sectian.

{K) Computation ol capital payments.

TN: [3-015 Approval Datc: Ay 19 2014

Supersedes: .
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(1) For Ohio hospitals. a capital allowanee will be paid as deseribed in section 5101:3-2-07.6 of the
Appendix to Attachment 4.19-A,

{2) For non-Ohio hospitals a capital allowance will be paid as deseribed in section 5101:3-2-07.6 of
the Appendix to Attachment 4,19-A.

(3) Hospitals serving recipients enrolled in a medicaid managed care plan shall be paid a capital
allowance that it is determined bascd on a hospital’s medicaid managed care serviee experience
as published by the department. Non-Ohio hospitals shall be paid a capital allowance using the
published statewide average managed care capital rate.

(1) Computation of medical education payments.

For Ohio hospitals that have an approved medical education program as defined in section
5101:3-2-07.7 of the Appendix to Attachment 4.19-A. an education allowance amount is added. The
medical education allowance amount is described in section 5101:3-2-07.7 of the Appendix to
Attachment 4.19-A adjusted to ensure payment neutrality for medical education with the adoption of
the APR-DRG payment system described in this section.

(1) If a hospital had modeled medical education pavments that were less than the medical edueation
payments received for the sume discharges upon initial payment. then the hospital s medieal
education allowance was adjusted upward so that. when multiplied by the new relative weights,
the payments yielded payment neutrality on the medical education payment component alone.

(2) If a hospital had modeled medical education payments that were more than the medical education
payments received for the same discharges upon initial pavment. then no adjustment was made
to the medical edueation allowance rate for the hospital.

{M) Other payments for transplant related services.

(1) Reimbursement for all organ transplant services. except for kidney transplants, is contingent upon
review and recommendation by the "Ohio Solid Organ Transplant Consortium” based on critcria
established by Ohio organ transplant surgeons and authorization from the departiment.

{2) Reimbursement for bone marrow transplant and hematopoietic stem cell transplant is contingent
upon review and the recommendation by the "Ohio 1lematopoietic Stem Cell Transplant
Consortium” based on criteria established by Ohio experts in the field ol bone marrow transplant
and authorization from the department, Reimbursement is further contingent upon:

(1) Membership in the "Ohio Hematopoietic Stem Cell Transplant Consortium”: or

(b) Compliance with the performance standards prescribed by the Ohio Department of Health
Code. and the performance of ten autologous or ten allogeneic bone marrow transplants.
dependent on which volume criteria is appropriate for the transplant requested.

(3) Organ acquisition and transportation costs for heart. heart/lung. liver. panereas. single/double
lung. and liver/small bowel transplant services will be reimbursed at one hundred per cent of

TN: 13-015 Approval Date: _MAY 19 2014
Supersedes:
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billed charges.

(4) FFor harvesting costs for bone marrow transplant scrvices. the prospective payment amount will be
cither: ¢

(a) The DRG amount as described in this seetion if the donor is a medicaid recipicnt or if the bone
marrow transplant is autologous.

(b) The product of the covered billed charges times the hospital-specific. medicaid inpatient
cost-to-charge ratio as described in section 5101:3-2-22 of the Appendix to Attachment
4.19-A. if the donor is not a medicaid recipient.

(N) Other payment policies.

(1) In accordance with seetion 5101:3-2-03 of the Appendix to Attachment 4.19-A. no coverage is
available for days of inpatient care which occur solely for the provision of rehabilitation services
related to a chemical dependency.

(2) A claim for inpatient services qualilies for interim pavment on the thirticth day of a consceutive
inpatient stay and at thirty-day intervals thereafier. Under interim payment. hospitals will be
paid on a percentage basis of charges. The percentage will represent the hospital-specific
medieaid inpatient cost-to-charge ratio as deseribed in section 5101:3-2-22 of the Appendix to
Attachment 4.19-A. For those hospitals which are not required to file a cost report under the
provisions of section 5101:3-2-23 of the Appendix to Attachment 4.19-A, the statewide average
medicaid inpatient cost-to-charge ratio as deseribed in section 5101:3-2-22 of the Appendix to
Attachment 4.19-A will be used. Interim payments are made as a credit against final payment of
the final discharge bill. Amounts of diflerence between interim payment made and the
prospective payment described in paragraph (A) of this section for the final discharge will be
reconciled when the final discharge bill is processed.

(3) Payments for transfers as defined in section 5101:3-2-02 of the Appendix to Attachment 4.19-A
are subject to the following provisions. If a hospital paid under the prospective payment system
transfers an inpatient to another hospital or receives an inpatient from another hospital and that
transfer is appropriate as defined in section 5101:3-2-07.13 of the Appendix to Attachment
4.19-A. then each hospital is paid a per diem rate for cach day of the patient’s stay in that
hospital. plus capital. medical education and outlier allowances. as applicable. not to exceed. for
nonoutlier cases. the final prospective payment rate that would have been paid for the
appropriate DRG/SOI as described in paragraph (E) of this section. When a patient is
transferred. the department’s payment is based on the DRG/SOI under which the paticnt was
treated at each hospital.

The per diem rate is determined by dividing the product of the hospital’s base rate multiplied by

the DRG/SOI relative weight as described in this section by the statewide average length of stay
calculated for the specifie DRG/SOI into which the case falls.

(4) In instances when a reeipient’s eligibility begins after the date of admission to the hospital or is
p y beg P

TN: 13-015 Approval Date: MAY-1.9-2016

Supersedes:
TN: NEW Effective Date: D7/01/2013



State of Ohio : Attachment 4.19-A
: Appendix
Page 8 of 8

terminated during the course ol'a hospitalization. payment will be made on a per diem basis as
described in paragraph (N)(3) of this section plus the allowance for capital. medical education
and outliers, as applicable.

(5) Readmissions are defined in section 3101:3-2-02 of the Appendix to Attachment 4.19-A. A
readmission within one calendar day of discharge. to the same institution. is considered to be one
discharge for payment purposes so that one DRG payment is made. If two claims are submitted.
the second claim processed will be rejected. In order to receive payment for the entire period of’
hospitalization. the hospital will need to submit an adjustment claim reflecting services and
charges for the entire hospitalization.

(6) In the casc of deliveries. the department requires hospitals to submit separate claims based
respectively on the mother's individual eligibility and the child's individual eligibility.

TN: 13-013 Approval Date: _MAY 19 201k
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