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DEPARTMENT OF HEALTH & HUMAN SERVICES

Centers for Medicare & Medicaid Services
7500 Security Boulevard, Mail Stop 32-26-12
Baltimore, Maryland 212M-1850 lvrs

cÊNtTtt fo[ MfDto\*c & MtDrntD sfnucts
CENTÍN fON MEDICAII' & CHIP SERVICES

FEB,0g 20t8
Barbara Sears, Director
Ohio Department of Medicaid
P.O. Box 182709
50 West Town Street, Suite 400
Columbus, Ohio 43218

RE: Ohio State Plan Amendment (SPA) 17-029

Dear Ms. Sears:

The Centers for Medicare and Medicaid Services (CMS) has reviewed the proposed amendment to
Attachment 4J9-A of your Medicaid state plan submitted under transmittal number (TN) l7-029.
Effective 07/0612017, this State Plan Amendment updates Inpatient Hospital APR-DRG
reimbursement methodology.

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 (the Act) and the
regulations at 42 CFR 447 Subpart C. V/e hereby inform you that Medicaid State plan amendment
17-029 is approved effective 0710612017. Vy'e are enclosing the CMS-179 and the amended plan
pages.

If you have any questions, please contact Fredrick Sebree at (217) 492-4122 or via email at
Fredrick. Sebree@cms.hhs. gov.

Sincerely,

Kristin Fan
Director

Enclosure
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State of Ohio
Athchment 4.19-A
Page l-l

I. Classification for Eligible Providers of Hospitat Services

All hospitals are subject to the provisions set forth in subsections (A) and (B) ofthis section.

(A) Eligible Providers

(1) All hospitals, except those excluded in subsections (A)(1) and (A)(2) of this section, that meet Medicare
(Title XVI[) conditions ofparticipation as described in 42 CFR 482 effective as of October L,2016, are
oligible to participate in the Ohio Medicaid (Title XIX) program upon oxecution of a provider
agrcement. Also considered ûo be eligible is a hospital that is cunently determined to meet the
requirements for Title XVIII participation and has in effect a hospital utilization review plan applicable
to all patients who receive medical assistance under Title XIX. The following hospitals are exoluded
from particþation:

(a) Tuberculosis hospitals; and

(b) Hospitals that have 500/o or more oftheir beds registered with the State of Ohio as alcohol and/or
drug abuse rehabilitation beds, and have no beds lioensed âs psychiatric beds with the State of
Ohio.

(2) Freestanding psychiatric hospitals with more than 16 beds may provide inpatient psychiatric seryices in
accordance with subsection (A)(2) of this seotion:

(a) For recipients age 65 or older, hospitals shall operate pursuant to the provisions of 42 CFR 441
subpart C effeotive as of October 1, 2016.

(b) For recipients under age 21, hospitals shall operate pursuant to the provisions of42 CFR 441
subpart D effective as of October 1, 2016.

(c) For recþients age 21 or older, but under age 65, hospitals shall operate pursuant to the provisions
of42 CFR 482 subpart E effective as of October l, 2016.

(d) In the case of a recipient under age 22, the hospital shall provido services before the recipient
reaches age 21 or, if the recipient was receiving services immediatoly before he or she reached
age 21, before the earlier ofthe following:

(Ð The date he or she no longer requires the servioes; or

(iÐ The date he or she reaches age 22.

TN: 17-029

Supersedes:
TNs: 14-021. 03-905. 05-025,
08-015. 16-008. 14-006. 16-034

ApprovalDate FEB O¡zblS

Effective Date: 07 106/2017
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(3) ohio Medicaíd will not reimburse freestanding psychiatric hospitals with more than 16 beds forinpatient psychiahic services rendered to recþ-iÄJs ug.-ïì o, oto"r, but under age 65, except inaccordance with the provisions of42 cFR 43b.0(e) eífective as ofoctober 1, 20r6.

(4) Freestanding psychiatric hospitals with ló or fewer beds may provide inpatient psychiatric services torecipients of any age and shall operate pursuunt ø th"prouiridnr or+z öËnìàí.'uffiË rn 
"tiu" 

u,of October I, 2016.

Approval Date FEB 0f,20,l8

Effective Date: 07 10612017



(B) Classification of Hospitats

Hospltals shall be classified into mutually exclusive peer groups for purposes ofsetting rates and making
payments 

-under 
both the inpatient and outpatient prospective paymsnt systems, or to those hospitals

excluded ftom the prospective payment systems.

(1) Definitions

(a) ' Critical access hospitals" (CAH) are those hospitals that are certified as a critical access hospital by
the Centers for Medicare and Medicaid Services (CMS) and excluded from Medicare prospeôtive 

-

payment in accordance with 42 CFR 400.202 effective October 1, 2016.

(b) "Rural hospitals" are those hospitals located in counties that are not classified into a core based
statistical area (CBSA) as designated in the inpatient prospective payment system (IppS) case-mix
and wage index table as published by CMS for the feãerai fiscal yiar beginning in the cá"ndar year
immediately preceding the effective date ofthe hospital raæs.

(c) "Children's hospitals" are those_hospitals that primarily serve patients l8 years ofage and younger
and that are excluded from Medicare prospective payment in âccord ance with 42 CÞn I fd.Z:1a)
effective october l, 2016 or are registered with the ohio Depârtment of Health.

(d) "Teaching hospitals" are those hospitals with a major teaching emphasis that have at least two
hundred beds and have an intem-and-resident-to-bed ratio ofãt teást.35. For non-Ohio hospitals,
onþ those hospitals classified by the ohio Department of Medicaid (ODM) as teaching hosiitals as
of June 30, 2016 will be considered non-Ohio teaching hospitals.

(e) "Urban hospitals" are those hospitalb that are located iri a CBSA as designated in the IppS case-mix
and wage index table as published by CMS for the federal fiscal year beginning in the calendar year
immediaæly preceding the effective date of the hospital rates, and not otherwisl defincd in
subsections (B)(1)(a) to (B)(t)(d) of rhis seorion.

(f) "Cancer hospitals" ar€ those hospitals recognized by Medioare that primarily treat neoplastic disease
in accordance with 42 CFR4l2.23(f) effective October 1,2016.

(g) "Freestanding rehabilitation hospitals" are those hospitals in which the Department of Health and
Human Services has determined to be excluded from Medicare prospectivè payment in accordanoo
with 42 CFR 412.23(b) effective Ocrober 1, 2016.

(h) "Freestanding long-term acute care hospitals" are those hospitals in which the Department of Health
and Human Services has detetmined to be excluded from Medicare prospective pãyment in
accordance with 42 CFF' 412.23(e) effective Octob er 1,2016.

State of Ohio

TN: 17-029

Supersedes:
TNs: l4-021" 03-005. 05-025.
08-015. 16-008" t4-006. 16-034

Attachment 4.19-A
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(i) "Freestanding psychiatrio hospitals" are thos€ hospitals that are eligible to provide Medicaid services

üilifïT* into their natural peer sroup as ¿ånn"ã tirur.."ti"*; tslõX;jñäîciä)(t)(e) of

o For thepurposes of this section, the "number ofbeds" is the totar number ofbeds reported on thehospirat's stare fiscar vear (SFy) 2014 ohio v"ai.ãia r'"pìtJ;;il;d;iòffiiôIöilä". uu^oi
(k) For the purposes of this section, "intems and residents" is the net number of intems and residentsreported on the hospital's sFy 2014 ohio Medicaid hospitat cost report.

(2) Ohio hospítal prospective payment peer groups.

Hospitals described in subsections (BX2xÐ through (B)(2)(h) ofrhis section shal be paid on aprospective payment basis for inpatieni and ouçatiei ..*r".r,
(a) Critical aocess hospitals;

(b) Rural hospitals;

(c) Children,s hospitals located in Ohio;

(d) Non-Ohio children,s hospitals;

(e) Teaching hospitals;

(f) Non-Ohio teaching hospitals;

(g) Urban hospitals, which ate grouped based on geographical regions; and

ft) Hospitals that are nor rocated in ohio that are nor classified in subsections (B)(2xd) or (B)(2)(f) of
this section.

(3) Hospitals described in subsection (B)(3)of this section shall be paid in accordance with Attachment4.19-4. Section II. subssction (B).

(a) Cancer hospitals;

(b) Rehabiliration hospiøls; and

(c) Long-term acute care hospitals

(4) Reclassification ofhospitals among peer groups.

Begiruring January 1 of each calendar year, for any hospital that has been determi4ed to have beenreclassified as designated in the IPPS case-mix anã wage index table as puurir¡"a'tf ðvfi for tf,e

TN: 17-029
Approval Date FEB 08, 20lB

Effective Date: 07 /06/2017
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Supersedes:
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08-015. 16-008. 14-006. 16-034

AftS;'t+'to-a

federal Jiscal year_beginning in the calendar year immediately preceding the effective date ofthe
hospital rafes, shall be reclassified into the corresponding ohio hospitaipeer group. s;;h
reclassification shall result in a discontinuation oiany stóp loss or stop gain piovisions ofthe hospital's
previous classification.

Approval outu _IËB_0$ 2018

Effective Date: 07 10612017



state of ohio 
o¡"lîîi o,,n_o

rL Methods and standards for Estabrishiug payment Rates Inpatient Hospitar services
The state has inplace a public process which complies with the requirements ofsecrion 1902(a)(13)(A) oftheSocial Security Act. Excepr ås noted berow, 

"n 
il$irri s;;"es pro.I,jq by Medicaid providers of inpatient

Fiort;' 
t"*t"tt are reimbursed under a Diagnosir Ë."rutãJ-croulir (DRc) bäsed pro-s-feiiinl p"yr.nt.y.æ*

(A) Inputs used In the payment tr'ormura for rrospitar Reimbursement.

(l) The hospital's ratio ofoost to charge (ccR) is caloulated with Medicaid inpatient cosrs, as reported onthe oDM 02930, schedule H, section i, divíded by Medi.uia inputi*t ,i..'gäãiïãiå.t"a on trr" oorr,r02930' schedule H, section l. The cosi report rtá to .orpt.t. these calculations is the interim seuledcost reporr ending in the stare fiscal.year ending in the carándar y;pr;;;ä;;il"iÅmediate pastcalendar year prior to January 1 of the calendar*year to which trrå ne; Ã;;iüpply. For hospitalpayments, the rate year starts on January 1 of each calendar year.

(2) DRG/Severity of Illness Assignmenr (SOI)

(a) All inpatient claims are analyzed by the All Patient Refined Diagnosis Related Groups (ApR-DRG)grouping software based on the daiéof discharge. Each discharfr;;ìgü,öì{G and one offour severírv of Illness Assignment (sol) facro-rs based upon thã àil;îãtr"h;.g".
(b) If a claim submitted by a hospital is deemed ungroupable because it does not contain valid values forone or more ofthe variables required by the.APR-Di{G grouper, trtr" tn. 

"r"ìr *il be deniedpayment by the State.

(3) The dataset used as inputs in the computation of base rates and relative weights consists of:

(a) Inpatienf hospital claims with dates ofdischarge from January l, 2012 through December 31,2014;
(b) Cost reports submitted^by ohio hospitals to ¿he stateon its Medicaid cost report for the hospitalyears thar end in state fiscal years 2013, 20!4 md2015; and,

(c) Inflation factors computed for ohio by Global Insight, which compures similar facrors for theMedicare program.

(4) The inflation faclors were used to apply an inflationary value to the total cost computed for each caseinflating it to June 30, 201 7.

(5) Computation ofhospital base rate.

(a) The base rate for each Ohio children's hospitat is equal to:

TN: 17-029

Supersedes:
TNs: l4-021. 03-005, 05-025,
08-015. 16-008. t4-006^ 16-034

Approval Dare Eq_$.8 ?018

Effective Date: 07/06/2017
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Supersedes:
TNs: 14-021. 03-005. 05-025,
08-015. l6-008. l4-006. l6-034

TÍJji:''o''n-o
(Ð Ninety-seven percent ofthe total inflated costs for the cases assigned to children's hospitals

divided by the number ofcases assigned to the children's hospitãls; divided by

(iD The peer group case-mix score as calculated in subsection (A)(5)(d) ofthis section.

(b) The base rate for each Ohio teaching hospital is equal to:

(Ð Ninety'seven percent ofthe total inflated costs for the cases assigned to teaching hospitals
divided by the number ofcases assigned to teaching hospitals; dlvided by

(iÐ The peer group case-míx score as calculated in subsection (Axsxd) ofthis section.

(c) The base rate for hospitals in Ohio peer groups other than Ohio children's or teaching hospitals is
equal to:

(Ð Seventy percent ofthe total inflated costs for the cases assigned to a peer group; divided by
the number ofcases in the peer group; divided by

(iÐ The peer group case-míx sco¡e as calculated in subsection (A)(5)(d) ofthis section, except
for hospitals described in subsection (AXsXcXiii) ofthis secrion.

(iii) For the purposes of setting base rates for inpatient services, children's hospitals that has less
than 75 beds and are enrolled as a Medioaid provider on or after Januuty f, 20l l rhul b"
grouped into their natural tural or urban hospital peer group as described in subsections
(BX1Xb) or (BXlXe) ofrhis section. These hospítats Jha[ãlso reoeive any pricing
considerations or differentials as if they were in the children's hospital peer group.

(d) The peer group case-mix score is equal to:

(Ð The sum ofthe relative weight values across all cases assigned to a peer group; divided by

(ii) The numbor ofcases in the peer group.

(e) For non-Ohio hospital peer groups, effective for dates of discharge on or after July 6, 2017,the peer
group base rate is equal to;

(D For non-Ohio children's hospitals, 80% of the base rate in effect on the effective date ofthis
section for Ohio children's hospitals.

(iÐ For non-Ohio teaching hospitals, 82.02% of the base rate in effect on the effective date of
this section for Ohio teaching hospitals.

ApprovalDate FEB 0,'8 20lB

Effective Date: 07 /0612011



Athchment 4. I 9_A
page I _t

(iii) . For all other non'ohio hospitals, 77 .61o/o of thebase rate in effect on the effective date of thissection.of ohio hospitals that are not considered teaching, ch dren,s *¿ orvdrì;;ri" 
*

hospitals.

(iv) For non'ohio hospitals, the calculated base rate as described in subsection (A)(5)(e) ofthissection includes an allowance for medical education.

(f) peer group risk oorridors.

Effective for discharges on or after July 6 ,2017 , fhe State will apply the following:
(Ð If a hospital is in. the ¡ural hospital or critical access hospital peer groups, then the hospital,s

base rate is egual to the greater of:

. (a) The peer group base rate; or

(b) Sevenþ percent ofthe computed costs ofthe hospital,s cases.

(iÐ For any other Ohio hospital, the hospital,s base rate is equal to:

(a) The peer group base rate calculated in subsection (A)(5) of this section, if rhe peer group
base rate does not result in more th¿n a 5%o- reduotàn à. guir.in puy.ents compared to
rhe DRG prospective payment sysrem in effect prior to Jirti ø,ZiÃi;à,

(b) A hospital-specific base rate establishedfo.ensure the new peer group base rate doés not
result in more than a 5% reduction or gam rn payments compared to the prior DRGprospectlve payment system.

(iiÐ ffthe hospitâl is a psychiatric hospital owned and operated by the state of ohio, regardless ofpeer group, then the hospital,s base rate is equal to;

(a) The hospital base rate caloulated in subsection (À)(5) ofthis section, if the peer group
base rate does not result in a reduction in paymànís 

"ompurea 
to *," pììo. nnc

prospective payment system; ot

(b) A hospital-specific base rate established to ensure the new peer gïoup base rate does not
result in a reduotion.

(6) Computation of Relative Weights

(a) For all DRGs, except for psychiatric DRGs 750-759, the rerative weight is equal to:

(Ð The average inflated cost per case within the DRG/SOI; divided by

TN: 17-029 
Approval Date tEB (}jE 20lB

State of Ohio

Supersedes:
TNs: l4-021. 03-005" 05-025,
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(iÐ The average inflated cost per case across all DRG/SOIs.

(b) For psychiatric DRGs 750-759, the rclative weight is the relative weight thaf was in effect on July 5,
201,7.

(c) Long-acting reversible contreceptive (LARC) devioes may be billed and paid separately when the
device is provided postpartum during an inpatient hospitalization. To facìlitate ieparate payment,
the relative weights for DRGs 540-542 and 560 as calculated in subsection (A)(6)(a) oftLii section,
were reduced by 3.137o,

(d) To adjust for the excessive increase in case-mix caused by the implementation of the fntemational
Classification of Diseases, Tenth Revision (ICD-10), the State will implemont a coding adjustment
and reduce the relative weights calculated in subsections (A)(6)(a) through (A)(6)(c) ofthis section
by 3.7%,

(7) A table ofthe calculated base rates and relative weights are published on the department's websìte,
httn://medicaíd.ohio.gov/PRQVIDERS/FeeSched ule¿ndRares.aspx.

Approval Date FEB dl8 2018

Effective Date: 07 /0612017
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(B) Hospital Services Subject to Non-DRG prospective påyment

For hospital services subject to non-DRG prospective payment, providers_ are paid by applying a percentage ofthe hospital's ccR. as described^in s'useciionia¡t¡ Jiílti...tion, to allowed charges. Bìlling must reflecrthe hospital's customary charge_for the service ìeíàJr"J. iãyr""t it made for those items and servicesrecognized as reasonable and allowable under Title XVIII .t'uø*a, *J p.in.üË. ,iìñöRG prospeotivepayments are not subiect to rotrospective reimbursement. Hospital ..*iJ"* ruô¡J to-"oo-öRc p.orpectivepayment include:

(l) Freestanding rehabilitation hospitals, as described at 42 cFR 412.23(b), which are excluded ftom theMedicare PPS shall be reimbursed at 90% of historicaiinpatient costs.'

(2) Freestanding long-term hospitals, as described ùt 42 cFF. 4r2.23(e), which are excruded from theMedicare PPS shall be reimbursed at 90% ofhistoricat inpatient cosis.

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

(4) Hospitals licensed as Health lnsuring corporations licensed bythe ohio Department of Insurance, whichlimit services to Medicaid recipients tò thôse enrolled in a health in.uring 
"ärpoìuiiäår 

to short+ermservioes provided on an emergency basis,

(5) Hospitals recognized by Medicare as cancer hospitals, as descdbed at 42 cFR 412.23(f) shall bereimbu¡sed at 9l .7% ofhistorical inpatient costs.

Approval Date FEB 0lE'2018

Effective Date: 07/06/2017
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(C)Inpatient Hospitril Services Subject to APR-DRG prospective payment

(1) Payment for inpatient hospital services provided in hospitals other than those described in subsection
(B)(3) of this section will be subject â prospeotive payment methodology utilizing rhe APR-DRG
developed and maintained by 3M Heatth Information Systems.

(2) Inpatient hospital servioes shall include outpatient services provided to the same patient, at the same
hospital, within three calendar days prior to the date ofan inpatient admission, except, for outpatient
Behavioral Health services provided under Attachrqent 4-19-8. Itom 2-a. section I. suþsection ll(2).

(3) Payments under the prospective payment system are made on the basis ofa prospectively determined
rate as provided in this section. A hospitat may keep the difference between its prospective payment
rate and costs incuned in fr¡mishing inpatient services and is at risk for costs which õxoeed the
prospective pa)¡ment amounts.

(4) Each DRG is oategorized into one of four sol categories; 1- Minor, 2 - Moderato, 3 - Major and 4 -
Extreme' Each DRG/SOI oombination is assigned a relative weight and average length oi stay.

(5) The relative weight for a DRG/SOI is multiplied by the hospital base rate to determine the DRG base
paynent for a claim.

(6) For hospitals that have a medical education rate, the medical education allowance is calculated by
multþlying the medical education rate by the relative weight for the DRG/SOI.

(7) Each hospital is paid a hospital-specific capital allowance for each olaim.

(8) A clalm may also be eligible to receive an additional payment for high oost cases and/or an additional
payment related to organ acquisition for transplant cases.

(9) The final payment for inpatient hospital servioes is the sum of:

(a) DRG Base Payment (see subsection (C)(5) ofthis section);

(b) Capital allowanoe (see subsection @) of this section);

(c) Medicat Education allo\ryance (see subsection (E) ofthis section);

(d) Applicable Outlier allowanoe (see subsection (F) of this section); and

(e) Applicable Organ Acquisition allowance (see subsection (G) of this section).

.(f¡ The {ìnal payment is rounded to the nearest whole cent.

Approval Date FEB 0:8' 2018

Effective Date: 07 10612017
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This sum is the total DRG payment. The fomula to calculate the total DRG payment is:

Total
DRG
Payment

DRG
Base
Payment

Capital
Allowance

Medioal
+ Education

Allowance

Outlier
+ Allowance

(ifaoulicaþle)

Organ
Acquisition

+ Allowance
(ifao¡licable)

+

TN: 17-029
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@) Computation of Capital Ällorrance payments

(l) Capital costs include the categories ofoosts recognized by Medicare on the Centers for Medicare and
Medicaid Services (CMS) CMS 2552-10 revised Octobei 2012 and filed in accordance wirh CMS
instructions, available at http://www.cms.gov/Regulations-a¡d-Guidance/GuidanceÀ,lanualVpaper-
Based-Manuals.html (revised September 2016).

(2) Capital-related oosts for services provided by ohio hospitals paid under prospective payment will be
subject to prospective payment without subsequent settiemeni to actual capitil costs.

(3) On an annual basis, the interim capital payments will be re-determined by identifying g5% ofthe
capital-related costs reported on the ODM 02930, "Ohio Medicaid Hospital Cost Reõort"; multþlying
that cost by the percent of Medicaid inpatient charges to total charges; ând dividing ihe result by tñe 

-
number ofMedicaid discharges that occurred during the cost-repoiing period. Thã cost report used to
complete these calculations is the interim settled cost report endìng in túo state fiscal year eìding in the
calendar year preceding theìmmediate past calendar yeâr prior to Íanuary I ofthe calendar year'to
which tho new capital rate shall apply.

(4) Non-Ohio hospital capital reimbursemenr.

(a) The avorage statewide oapital cost is oomputed by summing, for all Ohio hospitals, the ídentified' capital costs as described in subsection (D)(3) ofthis section and multiplyingìhat óost by the percent
of Msdicaid inpatient charges.to total charges for all Ohio hospitals, and ãiriiding by tot;l discharges
for all Ohio hospitals as described in subsection (D)(3) ofthislection.

(c) The average statewide capital cost is updated annually using capital costs from oost reports as
described in subsection (D)(3) ofthis section.

(d) The amounts derived in subsection @)(4) of this section will reflect a statewide average calculated
to be in effect on January I ofthe calendar year and not subject to retrospective adjustlents.

(b) The capital allowance fot non-Ohio hospitals shâll be 85% ofthe amount calculated in subsection
@)(3) of this section.
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(E) Computation of Medical Education Allowance payments

Effective for dates of discharge on or after July 6, 2017, to qualify for a medical education allowance rate asdescribed in rhis secrion, ohio hospitarsmy._t ír; ; úp;;ied medicar .düi"il;;; as defined in 42cFR 415.rs2 errecrive as oroctober r,2016 *dth;.;;il;¡'i;;ö;;äi#;låüli',Lno.rrun,,*.,"
¡eflected in their state fiscal year 20i4'orrio vre¿icai¿Àã.pitut *.i rrpo.r ióDM 0rélõä. 6/2014). Thissectiori describes the method'ology ,r.4. roioå*putiog tîäii.ø gruaurte medical education and indirectmedical education components oieach hospital's medi*r 

"du"ation 
atowance rate.

(1) computation of direct gladuate medical education (DGME) costs, which are the costs that are directlyrelated to the trainins of interns & residenrs and atrLa prorá*ionãh'il;;;;p;;ä;dicat educarionprogram.

(a) Tabulate the costs captured on the cost report for intems & residents and allied professionals.

(b) Tabulate the toøl facility charges and total Medic¿id, fee-for-service and managed care chargesreported on the cost report. calculate the Medicaid factor by ittdË;h;-"*Iitotal Me¿i"ai¿ fee-for-service and managed care charges by total charges.

(c) Tabulate the total Medioaid fee-for-service and managed care discharges fi.om the cost report.

(d) The À4edicaid portion of DGME costs equal the totat DGME costs as described in subsection
@Xl)(a) of this section multiplied by thé Medicaid facror ar ¿æ"riù.Jin ruúsJctìon (e¡(l¡ft¡ of thissection.

(e) A cost per dischargt is computed using the Medicaid portion of DGME costs as described insubsection (E)(l)(d) of this section divided by the totaì numb"r orlr¿"¿i*ilãi..ilurg.. u, describedin subsocrion @XlXc) of this section.

(2) computation of indirect medical education (lME) costs, which are the costs that recognize the increasedcosts qf patient oare that resurts from operating an appráved medicar ;dd"" p;;ff-.
(a) Identify the number of intems & residents and number of beds reported on the cost

report.

(b) compure the IME factor_by using the logarithmic formLrla 1.35 * (( I +((interns &
residents)/beds)^0.405)- I ).

(c) Tabulate the total Medicaid fee-for-service and managed care net operating costs reported
on the cost report.

(d) The Medicaid portion of IME is the Medicaid net opemting costs as described in subsection

TN: 17-029 
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of this section multiplied by the IME factor as described in subsection (E)(2)(b) ofthis

(e) A cost per discharge is computed using the Medicaid portion of IME costs as described in
subsection @)(2)(d) ofthis section divided by the total number ofMedicaid disoharges as described
in subsection (EXl Xc) ofthis section.

(i) The IME cost per discharge is capped. The capped value is the statewide moan IME cost per
discharge plus one standard deviation.

(ii) If the hospitals IME cost per discharge is greater than the capped IME cost per discharge as
desmibed in subsection (E)(2)(e)(i) of this section, then the IME cost per discharge is limíted
ûo the capped value.

(3) Case-mix adjustment ofmedical education allowance rate.

(a) The case-mix score for oach hospital equals the sum ofthe relative weight values for all state fiscal
year 2014 discharges divided by the total number of Medioaid discharges as described in subsection
(EXl Xc) of this section.

(b) Sum the DGME cost per discharge as described in subsection (EXlXe) of this section and the IME
cost per discharge as described in subsection @)(2)(e) ofthis section.

(c) Divide the sum of the DGME cost per discharge and IME cost per discharge as described in
subsection (E)(3)(b) ofthis seotion by the case-mix scors as describod in subsection @)(3)(a) of this
section. The resulting value is the hospital's totâl medical education allowanoe rate.

(d) The hospital's total medical education allowance rate as described in subsection @)(3)(c) ofthis
seotion shall be subjeot to a payment neutrality adjustment of 59.70%.

(4) Medical education and stop-loss/stop-gain.

(a) For each hospital, determine the total value of current medical education payments as reimbursed by
the APR-DRG prospeotive payment system prior to JuIy 1,2017 by multiplying the hospital's
medical education allowance rate effective Janlrary 1,2017 by the hospital's case-mix score in effect
prior to July l, 2017 by the total number of Medicaid discharges for the 12 month period used to
estimate the fiscal impact.

(b) Determine the hospital's projected medical education payments by multiplying the case-mix adjusted
medioal eduoation allowance rate as described in subsection (E)(3) ofthis section by the total

. number of Medicaid discharges for the 12 month period used to estimate the fiscal impact.

TN: 17-029 ApprovalDate FEB 0'E 20fB
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(c) Ifthe hospital's current medical education paymenrs as descr.ibed in subsection (E)(4)(a) ofthissection are greater than the projected mediåi"ãr.uti* p"y-"nts as described in subsection(EX4Xb) ofthis section, thenthe hospital's medical education allowance rate shall be the medicaleducation allowance ¡âte used to cat"ìht" 
"un"niÀ"ài"ur "¿urution 

puy*"it, äs dl"-scri¡ea insubsection @)(4)(a) of this section,

(d) Ifthe hospital's projected medical education payments as described in subsection @)(a)(b) of thissection are more than ll0% ofourr.nt *"¿irh ,Ju"oiion pa¡,rnents as described insubsection(E)(4)(a) of this s.oction, then the horpitut s meaicá .d".u,i";;;ñ;;ts shall be thecurrent medical education allowance rate multþlied by I l0%.

(e) tfthe hospital's projected medical edLrcation paymenrs as described in subsection (E)(a)(b) of thissection are greater than,its cunent medical eàucation payments as desuibed in sut.""tion 1E¡ç+1¡a¡of this section bur less rhan l r 0% of its currenr medic;r;¿u*tion puro,'"r,t* 
"ï 

äir"iiu.¿ i"subsection (E)(4)(a) of this section, fhen the hospital's medical education allowance rare is theallowance rate used to calculate projected mediål education payments as dEscribed in subsection
GX4Xb) of rhis secrion.

(5) Recognition ofapproved medical education programs outside ofrobasing.

(a) For rate years when rebasing is- not being conducted, hospitals that heve added an approved graduatemedical education program and demonsirate such costs on the inte.ior-settteà 
"osììãio.t 

tt ut 
"na, 

inthe state fiscal year ending in the calendar-year preceding the immediate past caùnàfiear prior toJanuarv I of the rate year, the interim medical eäucationillowan;ä.iril Ë;Ëi¡m orEo% oftlìe statewide average DGME ailowance rare plus 50%o of the ,rat.*ù; r;;;;. ivHäiruwan"" ,ute.

(b) For a hospitalthat only demonstrates costs for medical education ofallied professionals on theinterim'settled cost report that ends in the SFY endine in û," *t"oau. y"u. pÅ..Jingìt, i.-"airt"past calendar year prior to January 1 of the rare year, ihe medical education allowance rate will be50% of the statewide average DGME allowance rate.

(c) For a hospital that has a newly approved graduate medical education progïam but whose costs arenot yet reflected on a cost report, the medical education allowan." r.t" *Ïll ¡r!ó/""iir,. statewideaverage DGME allowance rate.

(i) A hospital with a newþapproved graduate medical education program must notify the state nolater than october l of rhe calendai yoar in order for rhe st"; i;;?;i;;'r"*;;ih,
following rate year.

(ii) Notification to the State must include documentation from the Accreditation council of
Graduate Medical Education that the hospital has an approved medical education program ordocumentation of Medicare's recognition of the hospiial's 

"ppr;;; friiri,n. iiui'uut.nt i.rt"*.
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& residents count, of both,

(d) For a hospital whose interim-settled. cost report no longer reflects costs for interns & residents, ândthat ends in the state fiscalyear ending in the carendar year preceding the immediate past carendaf
year.prior to January 1 of the rate yeai, the medicat edúcation allow;";;; ;ìiñ;ieduced by theportion of the allowance rate t¡at represented their IME costs.

(e) For a hospital whose interim-settled cost report no longer reflects costs for intems & residcnts ând
allied professionals, and that ends in the staìe fiscal yeãr ending in th" .ut.nJ* yãu. p."ceding the
immediate past calendar year prior to Januâry 1 ofthe rate year, the medical educatién allowance
rate will be reduced to zero.

(6) Each hospital's medical education allowance rate as determined in either subsections (E)(3), (E)(4), or(E)(5) of this section shall be multiplied by the relative weight of the assignJãÞli--oñ'cì *d sol asdescribed in subsection (C)(4) ofthis section.
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(l) If a discharge is erigible for an outlier payment, the payment will be equal to 90vo of fhevalue ofeligible outlier costs.

(2) Eligible outlier costs are equal to the cost of the case minus an outlier threshord.

(a) when claims are submítted for payment by hospitals, the cost of the case is computed as the productof covered billed charges and a hospltal-specinò ueái"ui¿ inputieni ðCn. 
-ä" 

i"iîtì.". ccn i,computed by dividing the Medicaid inpatÈnt costs as reporteà on the Medicaid co'si report bytheMedicaid inpatient charges as reported- on the Medícaid cost report.

(b) The outlier thteshold is equal to the DRG base payment as described in subsection (c)(5) ofthissection plus a fixed outlier threshold as desciibei in subsectíon (FX2xc) ;iil;;i"r.
(c) The fixed outlier threshold varies and can be either DRG specific or peer group specific. The fixedoutlier threshold for neonate and tracheostomy DRGs is $is,ooo. rË" n*äoitäoì'hreshold forDRGs other than neonate and tracheostomy onc. uitt"a uy rr".pit"rr in 

" 
.iiã.'.il pi", g.oup o,the teaching pee,r group is $60,000' The fiLd outlier threshold for cases other than neonate andtracheostomy billed by hospitals among other peer gioups is $75,000.

(3) For any claim-that qualifies for an outlier pa¡,rnent, the final claim payment shall be limited to the lessorof covered billed charges or the total pa¡,rnent calculated in subsectioi, (CXS) "iïtrì;iå".
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(G) Other Payments for Transplant Related Services

(1) Reimbursement for all organ transnll$ 
¡ervi9es, except for kidney transplants, is contingenr upon

review and recommendation by the "ohio Solid organ Transprant consôrtiun:' baJon oriteria
established by ohio organ transprant surgeons and ãuthorizatìon from the state.

(2) Reimbursement for bone marrow transplant and hematopoietic stem cell transplant is contingent upon
review and the recommendation by thc "ohio Hematopóietic stem cefiiransptuni õonrortiu¡1" Uur"¿
on criteria established by ohio experts in the field of bìne manow transplant and autho¡ization from the
State. Reimbursement is furthcr contingent upon:

(a) Membershþ in the "ohio Hematopoietic stem ce Transprant consortium"; or

(b) Compliance with the performance standards and the þerformance often autologous or ten allogeneic
bone manow transplants, dependent on which volume criteria is appropriate foi the transplant
requested,

(3) Organ aoquisition and transpoÉation costs for heart, hearllung, liver, pancreas, single/double lung, and
liver/small bowel transplant services will be reimbursed at 10õ% of úiir"a .r,u.'go.- 

-

(4) For harvesting costs for bone manow transplant services, the prospective payment amount will be
eitïer:

(a) The DRG amount if the donor is a Medicaid recipient or if the bone marïow transplant is autologous.

(b) The product of the covered billed charges times the hospital-specific Medicaid inpatient CCR if the
donor is not a Medicaid recipient.
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(IT) Other Payment poticies

(t) No coverage is available for days of inpatienf care which occur solely for the p.lvision of rehabilitation. services related to a chemical dLpendency.

(2) A claim for inpatient services qualifÌes for interim paymenl on the 30th day ofa consecutive inpatientstay and at 30-day intervals thereafter. under interìm payment, hospitals íili a" iuiJ on u p.."ntug"basis.of charges. The percenrage will represenr rhe r.toäpit"r-.párffiË rurrãüåì¿-i"írrËå ccn *described in subsection (A)1t¡ ãrthis section. ror tÀor'e horpitals which a¡e not required to file a costreport, rhe sratewide average Medicaid inparient ccR *ilr b, u*;. iË;ä;ìä; #;g. Medicaidinpatient.ccR is computed by dividing the sum ofthè Medicaid inpatient costs as reported on theMedicaid cost reporr for all ohio hospfab by tho sum ;¡Mñ"üiiläililää*no*ed on theMedicaid cost report for allohio hosf14¡, interim payments ars made as a credít against final paymentof the finar discharge bill, Amounts ôf diff.."n"" beteen interim pryr;"t;;d";;ï;e prospecrivepavment described in subsectjon (c) of this section, for the finat diicíarge'*iiiuã ,åä".irrd when thefinal admit thru discharge bill is processed.

(3) Excep for psyohiatric hospitals, payments for transfers are subject to the following provisions. Ifahospital.paid-under the prospective payment system transfers an inpatient to *oçtãírrárpit"r or receivesan inpatient from another hospìtal anùthat transfer is appropriate, then each hospital is paid a per diemrate for each day of the patient's stay in that hospitat. the sìate'sp"y."nt i"uuJ"Joiri" nncrsolunder whioh the patient was treated at each hospital. The per diem rate is deærmineJ bv dividing theproduct of the hospital's baso rate multiplied by the Dnc¡ôor t"iuii". *riil*¿ätr d in subsecrion(c)(a) of this section by the statewide avorageiength of stay calcutaæd foithe ffii,.-nnc¡sol in,owhich the case falls. The sum of rhe per die,m radfor each day is kn";", til;;;;i". base paymenr.The per diem base payment cannot eiceed the DRG base pa¡anent as described in subsection (c)(5) ofthis section, that would have been paid for the appropriateDRG/sol The total tran;ier payment is thesum of the lesser of the per diem base pal,rnent òi thê tnc uus" p"r*ent;;il"õital, medicaleduoation and outlier allowances, as applicable.

(4) For inpatient services províded to patients who are discharged, within the same hospital, from an acutecare bed and admitted to a bed in a psychiatric unit distinct part, payment will be made based on theDRG representing services provided in the acute'care secion uti.i ui. ."*irår pr"ridá i ,n.psychiatric unit distinct part.

(5) Transfers received by or discharging ûom a freestanding psychialric hospital are not subiect to theprovisions of subsecrion (H)(3) of this section. Fo.tr*if..s f.";"";;åit;f;-r'ofrituäo u"ott".distinct unit of ttìe same hospital, the claim with an admit source indicating that th"ïansfo results in aseparate claim to Medicaid is not subject to the provisions ofsubsection lfi)14 "fr¡î*ãåti"", 
provided

that the discharge status does not indicate transfãr.
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(6) In instances when a recipíent's eligibility begins after the date of admission to the hospital or is
terminated during the course ofa hospitalizalion, payment will be rnua" on upo JiãÁ basis as describedin su-bsection (H)(3) ofthis section plus the allowanóe for capital, m"¿ical eá,i"atioo and outliers, as
applicable.

(7) A readmission withfu one calendar day ofdischarge, to the same institution, is considered to be one
discharge for payment purposes so that one DRG payment is made. If two ôlaim, are submitted, the
second 

_claim processed will be rejected. In order toìeceive payment for the entire pàrio¿ or
hospitalization, the hospital will need to submit an adjustment ólaim reflecting services and charges for
the entire hospitalization.

(8) In the case of deliveries, the state.requires hospitals to submif separate claims based respectively on the
mother's individual eligibiliry and rhe child's individual eligibiliiy.

(9) Pa¡nent for LARC devices provided posþartum will be paid in acco¡dance with the State,s provider-
Administered Pharmaceuticals fee schedule at the rate in ãffect on the ¿utr or 

""*ice, 
*t en submitted

on a separate claim. The fee schedule is published on the deparlment's website,
http:-//medicaid.ohip.,¡ov/PRoVIDERS/FeescheduleandRatãs.aspx. Payment ior related obstetrical
services will be made in accordance with the State'. inpatientffient policies in eäect on the date of
discharge from the hospital
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(I) Audits and Appeats

Audits are performed forhospital services subject to reasonable cost reimbursement to determine reasonableand allowable costs- unde4payments oroverpãyments are adjusted througt ."tttem"nt. r-îospital servicessubject to PPS, audits are performed to deterÀine reasonable"and allo*.tît ¡*"1.ã. .o.tläa ai."t,urg.statistics; to determine whether, overall, payments exceeded oharges; to veriry ttrít serui.o til.¿ *"r"provided and provided to eligible recipients; and to determine *rtãtrt.r ürira lurty puyrn.it, 
""r..in"a 

*r..reported,

In general, hospitals may request reoonsideration ofpayment rates if they believe source data used by the stateis in¿ccurate. c^ertain components of rate c¿lculation aie excluded from r".onsid"ruiùi in àider to preserve thepredictability of the prospective paynent system.

Approval Date FEB .0ìE 2018
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III. Potentially Preventable Readmissions (ppRs)

All hospitals that are subject to the all patrent refined diagnosis related groups (APR-DRG) prospective
payment methodology are subject to the Potentially Preventable Readnässions Þrogtur, úô.pituls that have 20
or more Medicaid discharges in the reporting year are subject to a ppR rate adjusÍãent.

Hospitals with excess clinicalþ-related^ and clinically-preventable readmissions ín the reporting year as
determined by the 3M Health Information Systems ÞpR software will be subject to u onËpe.."nt ."auction of
their inpatient hospitaì-speoific base rate. The excess readmission penatty witt Ue appuea'on January 1 of eaoh
calendar year and will remain in effect for that calendar year.

(À) Defìnitions

(l) "Potentially preventable readmission (PPR)" is a readmission that follows a prior discharge from any
hospital within 30 days and that is deemed clinically-related and clinically-preventablo bi the ppR "' software.

(2) "Clinically-related readmission chain" is a series of admissions for the same patient where the
underlying reason for admission is related, as determined by the PPR software, to the care rendered
during or within 30 days following a prior hospital admission. The hospital in which ths initial
admission occurred is fhe hospital that is responsible for the clinically-relaæd readmission chain.

(3) "Actual PPR rate" is the PPR rate coTpüt9d as total clinically-relared readmission chains divided by the
sum of initial admissions and only admissions.

(4) "Expected PPR rate't is the PPR rate com¡uted as total clinically-related readmission chains divided by
the sum of initial admis_sions and only admissions. The expected PPR rate is adjusted, by the ppR
software, for severity of illness and risk of r.nortality.

(5) "Actual-to-expected ratio" is the actual ppR rate dividect by the expected ppR rate.
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(1) A readrnission is a teturn hospitalization within 30 days of a prior discharge that meets all ofthefollowing criteria:

(a) The readmission is potentially. prev.ent_alle by the provision ofappropriate care consistent withaccepted care srandards,. based on the ppR sóftwaie, in the prior'áirÅ;rg; il;hgitre post_. discharge follow-up period.

(b) The readmission is for a condition or procedure that is clinioally,-related to the care provided duringthe prior discharge or resurting from inadequate discharge pranning during the priorãischarge.

(c) The PPR chain may contain one or more readmissions that are olinically-related to the initialadmission. If rhe firsr readmission is within thirty àays ape¡.tfre i"iti;i;d.'iJ;,n" *,iny duytimeframe may begin again ar the_discharge of eitherih" initiul .d.irri;;;;1h;;åìi ..."nreadmission clinically-relaûed to the initiai admiÈsion.

(d) The readmission is to the seme or any other hospital.

(2) Readmissions, for the purposes ofdetermining PPRs, exclude the following circumstances:

(a) The original discharge was. a patient initiated discharge, was against medical advice (AMA), and thecircumstances ofsuch discharge and readmission ar"äoor-"nt"d in the patient,s meìical record.

(b) The. original discharge was for the purpose of securing fieatment of a major or metastatic
r"na]lcryncy' major trauma, neonatal aÀd obstetrical aimission, trun.pruni iiù, uiã ñn.u"n,, u.defined by the ppR software.

(c) only admissions and planned admissìons as defined by the ppR software.

ApprovalDate FEB 0$ 20|8
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(C)Methodology

(1) Rate adjustments for calend¿r year.20l7 fo"r. each hospital shall be based on each hospital's paid fee for-
service and managed care claims data for discharges ihat occuned on July l, 2014 through Jìne 30,
2015. For each calendar year thereafter, rate adjustments shall be based án each hospitai's paid claims
dâtå from the state fiscâl year^ending in the calendar year preceding the catend". y""i iÃ.åJi","fy 

-*
preceding the effective date ofthe ppR rate adjustment.

(2) Excess readmission rates are determined by examining hospital-speoific actual-to-expected ratios.

(a) An actual-to-expected ratio of one indicates that the hospital had readmissions within 30 days at a
rate that is expected given their patient mix.

(b) An actual-to-expected râtio of less than one indicates that the hospital had less readmissions within
30 days than is expected given their patient mix.

þ) An actgal-to-expected ratio of greater than one indicates that the hospital had more readmissions
within 30 days than is expected given their patient mix.

ApprovâlDate FEB 0ì8 2018
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IV. Provider Preventable Conditions (ppCs)

llrg-\zt9{icaia asency meets rhe requirements of42 cFR part 447, subpart A, and secrions
1902(a)@)'1902(a)(6), and l9o3 ofthe social security Act wirh.á.p.ritÀ 

""n-p"yãrniior 
provider-preventable conditions (ppCs).

The State identifìes the following.He¡lth care-Acquired conditions (HCACs) for non-payment:
Hospital-Acquirod conditions as identified by Meåicare orher rhan ¡..p vrií i¡rÀ,ntãrl(DVT/?ulmonary Embolism (PE)following total knee replacem*t 

". 
t6 i"plu"...ît"ru.g""y in pediatric ândobstetrio patients. Non-payment of HCACs applies to a inpatient hospitäls. 1

The state identifies the following PPCs,for non-payment in any health care setting where they may occur:Wrong surgioal or other invasive procedure pedrmed on a paiient; surgi.al o. otñer inuasive p.ocedureperformed on the wong body part; surgical òr other invasivé procodure-performed on the wrong patient.
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