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CENTIR F{'R MEDTCÂID & CHIP SERVICES

NOv 2l 2018

Barbara Seârs, Director
Ohio Department of Medicaid
P.O. Box 182709
50 West Town Street, Suite 400
Columbus, Ohio 43218

RE: Ohio State Plan Amendment (SPA) 18-021

Dear Ms. Sears:

The Centers for Medicare and Medicaid Services (CMS) has reviewed the proposed amendment to
Attachment 4. 1 9-A of your Medicaid State Plan submitted under transmittal number (TN) 1 8-021 .

Effective 09101/2018, State Pla¡ Amendment Payment for Services: Inpatient Hospital Services

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 ofthe Social Security Act (the Act) and the

regulations at 42 CFR 447 Subpul C. We hereby inform you that Medicaid State plan amendment

18-021 is approved effective 0910112018. We are enclosing the CMS-179 and the amended plan

pages.

If you have any questions, please contâct Fredrick Sebree af (217) 492-4122 or via email at

Fredrick. Sebree@cms.hhs. gov.

Sincerely,

Kristin Fan
Director

Enclosure
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State of Ohio Attâchment 4.19-A
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II. 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 1902(a)(13)(A) ofthe
Social Security Act. Except as noted below, all hospital services provided by Medicaid providers ofinpatient
hospital services are reimbursed under a Diagnosis Related Groups (DRG) based prospective payment system
(PPS).

(A) Inputs Used In the Payment Formula for Hospital Reimbursement.

(l) The hospital's r"tio ofcost to charge (CCR) is calculated with Medicaid inpatient costs, as reported on
the ODM 02930, schedule H, section I, divided by Medicaid inpatient charges as reported on the ODM
02930, schedule H, section I. The cost report used to complete these calculations is the interim settled
cost report ending in the state fiscal year ending in the calendar year preceding the immediate past
calendar year prior to January I ofthe calendar year to which the new rate shall apply. For hospital
payments, the rate year starts on January 1 of each calendar year.

(2) DRG/Severity of lllness Assigmnent (SOI)

(a) All inpatient claims are analyzed by the All Patient Refined Diagnosis Related Groups (APR-DRG)
grouping software based on the date of discharge. Each discharge is assigned a DRG and one of
four Severity of Illness Assignment (SOI) factors based upon the date of discharge.

ungroupable because it does not contain valid values for
APR-DRG grouper, then the claim will be denied

(3) The dataset used as inputs in the determination of hospital base rates consists of:

(a) Inpatient hospital claims with dates ofdischarge from January 1,2012 through December 31, 2014;

(b) Cost reports submitted by Ohio hospitals to the State on its Medicaid cost repoÉ for the hospital
years that end in state fiscal years 2013,2014 and 2015; and

(c) Inflation factors computed for Ohio by a nationally-recognized research firm, which computes
similar factors for the Medicare program.

(d) The inflation factors were used to apply an inflationary value to the total cost computed for each
case inflating it to June 30,2017.

(4) The dataset used as inputs in the determination of relative weights consist of:

(a) Inpatient hospital claims with dates ofdischarge from October 1,2015 through June 30,2017;

(b) Cost reports submitted by Ohio hospitals to the State on its Medicaid cost report for the hospital
years that end in state fiscal years 2016 and 2017; and

(c) Inflation factors computed for Ohio by a nationally-recognized research firm that computes similar
factors for the Medicare program.

TN: 18-021
Supersedes:
TN: 17-029

Approval Date
Àrûv g I ¿fis

(b) lf a claim submitted by a hospital is deemed
one or more ofthe variables required by the
payment by the State.

Effective Date: 09101 /2018
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(d) The inflation factors were used to apply an inflationary value to the total cost computed for each
case inflating it to December 31, 2018.

(5) Computation of hospital base rate.

(a) The base rate for each Ohio childten's hospital is equal to:
(D Ninety-seven percent ofthe total inflated costs fol the cases assigned to children's hospitals

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

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

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

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

(iÐ The peer group case-mix score as calculated in subsection (AX5Xd) 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 of cases in the peer group; divided by

(ii) The peer group case-mix score as calculated in subsection (AX5Xd) ofthis section, except
for hospitals described in subsection (A)(5)(c)(iii) ofthis section.

(iiD For the purposes of setting base rates for inpatient services, children's hospitals that have less
than 75 beds and are enrolled as a Medicaid provider on or after January l, 2011 shall be
grouped into their natural rural or urban hospital peer group as described in subsections
(B)(1Xb) or (B)(l)(e) ofthis section. These hospitals shall also receive any pricing
considerations or differentials as ifthey were in the children's hospital peer group.

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

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

(iD The number 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% ofthe base rate in effect on the effective date ofthis
section for Ohio children's hospitals.

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

TN: l8-021
Supersedes:
TN: 17-029
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Effective Dare: 09101 12018
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(iiD For all other non-Ohio hospitals, 77 .61%o of the base rate in effect on the effective date ofthis
section of Ohio hospitals that are not considered teaching, childr'en's and psychiatric
hospitals.

(iv) For non-Ohio hospitals, the calculated base rate as described in subsection (A)(5)(e) ofthis
section includes an allowance for medical education.

(f) Peer group risk corridors.

Effective for discharges on or after July 6,2017,the State will apply the following:

(Ð Ifa hospital is in the rural hospital or critical access hospital peer groups, then the hospital's
base rate is equal to the greater of:

(a) The peer group base rate; or

(b) Seventy percent ofthe computed costs ofthe hospital's cases.

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

(a) The peer group base rate calculated in subsection (A)(5) ofthis section, ifthe peer group
base rate does not result in more than a 50lo reduction or gain in payments compared to
the DRG prospective payment system in effect prior to July 6,2017 or

(b) A hospital-specific base rate established to ensure the new peer group base rate does not
result in more than a 5olo reduction or gain in payments compared to the prior DRG
prospective payment system.

(iii) Ifthe hospital is a psychiatric hospital owned and operated by the state ofOhio, regardless of
peer group, then the hospital's base rate is equal to;

(a) The hospital base rate calculated in subsection (AX5) of this section, ifthe peer group
base rate does not result in a reduction in payments compared to the prior DRG
prospective payment system; or

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

(6) Computation of Relative Weights

(a) For all DRGs, the relative weight is equal to:

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

TNi ì. l. 8-02 I
Supersedes:
TN: 17-029

Approval oate NtìV I ï 2018
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(ii) The average inflated cost per case across all DRG/SOIs.

(b) Long-acting reversible contraceptive (LARC) devices may be billed and paid separately when the
device is provided postpartum during an inpatient hospitalization. To facilitate separate payment,
the relative weights for DRGs 540-542 and 560 as calculated in subsection (AX6)(a) of this section,
were reduced 6y 3.08%.

(7) A table ofthe calculated base rates and relative weights are published on the department's website,
htto://medicai d.ohio. gov/PROVIDERS/FeeScheduleandRates.aspx.

Approval Date NOV I tr ¿fllfN

Effective Date: 09101 12018
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