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DEPARTMENT OF HEALTH & HUMAN SERVICES
Centers for Medicare & Medicaid Services

7500 Security Boulevazd, Mail Stop 53-1428
Baltimore, Maryland 21244-1850

Center for Medicaid and CHIP Services

Dr. Garth Splinter
State Medicaid Director

Oklahoma Health Care Authority
4545 North Lincoln Blvd., Suite 124
Oklahoma City, Oklahoma 73105
Attention: Cindy Roberts

aaa Y7 Zoa

RE: TN 11-04

Deaz Dr. Splinter:

We have reviewed the proposed amendment to Attachments 4.19-A and 4.19-B of your
Medicaid State plan submitted under transmittal number ( TN) 11-04. This amendment
unplements supplemental payments for hospitals participaring in the Supplemental Hospital
Offset Payment Program (SHOPP).

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
implementing Federal regulations at 42 CFR 447 Subpart C. As part of the review pmcess the
State was asked to provide information regarding funding of the State share of expenditures
under Attachments 4.19-A and 4.19-B. Based upon the assurances provided, Medicaid State
plan amendment I 1-04 is approved effective July 1, 2011. We are enclosing the HCFA-179 and
the amended plan pages.

If you have any questions, please call Sandra Dasheiff, CPA at (214) 767-6490.

Sincerely,

indy Mann
Director

Center for Medicaid and CHIP Services

Enclosures
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State OKLAHOMA Atkachment 4.19-A

Page 32.3

METHODS AND 3TANDARDS FOR ESTABLISHING PAYMENf RATES
INPATIENT H03PITAL SEBVICES

L 3UPPLEMENTAL PAYNIENTS FOR HOSPTFALS PARTICIPATING IN THE
SUPPLEMENTAL H03PTTAL OFFSET PAYMENT PROGRAM (SHOPP)

1. Supplemental Payment Pools

The componeMs of the Medicere Inpatient Prospective Paymettt System (PPS) were used to reasonably
estimate what Medicare would pay for Medicaid DRG reimbused inpatient hospita! services. The DRG
upper payment limit (UPL) methodolo consists of determining a Case Mix Adjusted Medicare DRG
base rete, computing a Medicare pass-through payment per discharge, calculating Medicaid costs for
hospitals not paid on a DRG basis, and then calculating the overall aggragate UPL for each of the tivee
classes ofhospitals.

a Case Mix Adjusted Medicare DRG Base Rate

The Case Mix Adjusted Medicare DRG bese rate is computed using Medicare hospital bese
rate amouMS and relative weights to determine a Medicare bese payment per Mediceid
claim. Oklehoma Medicaid inpatiem hospitai claims paid in the previous stete fiscal yeer
were extracted from the OHCA MMLS claims processing system. 7'he Oklahana Medicaid
DR(i rotative weighu from the extracted clalms were replaced with Medicare Hospital PPS
Final Relative Weights Yor the appliceble dates of service. DRG codes newbom claims
Oklahoma Medicaid Newbom IIRG codes NOl thru N80) were manually mapped to Uie
Medicara newbom DRG codes (MS-DRG codes 789 thru 795) based on the OHCA
Newbom Logic flowchart. ARer raplacing the Medicaid relative weights with the Medicare
weights, a hospital specific case mix indax (CMI) is computed by summing tha Medicaze
weights for each hoapital then dividing the sum of the weights by the number of claims for
each hospital. T'tte CMI far each hospital is then multipliad by the hospital'sMedicare base
rate from the Medicare Hospital PPS Final Rstes and Weights for the applicabie fedaral
fisca( yeaz m derive a Case Min Adjusted Medicaze DRG Bese Rate.

b. Medicare Pass-Tluough Payments

In addition to ffie basc DRG payment, the Medicare iupetiant PPS includes pass-through
payments. Madicare pass-through paymerts include wtliars, capital adjustrnents, GME,
IME, DSH, mutire a ancillary services pass-through, reimbusabte bad debt and organ
acquisition cast. The Medicare pess-through payments are ide,ntified on the Medicare
hospital cost report form 2552, Workshee[ E, P'art A. In order to calculate the liospitel
specific pass-Uuough payment per discharge, ell pass-thmugh payments are summed and
divided by the Medicere discharges from Workshee.tS-3, Par[ 1, ]ine 12.

New Page 07-01-11



State OKLAHOMA Attachment 4.19-A

Page 324

METHODS AND STANDARDS FOR E3TABLiSHIlKG PAYMENT RATES
INPATIENT HOSPTTAI. SERVICES

X. SUPPLEMEN7'ALPAYMENTS FOR HOSPITAIS PARTICIPATIIHG 1N THE
3UPPLEMENTAL H08PITAL OFFSET PAYMENT PROGRAM (SHOPIh (condnued)

c. Non-DRG hospitels

The UPL for Non-DRG reimbursed hospitals are calculated using inpatient hospital
specific cost w charge ratios. To determine the ratios, inpatient hospital costs are
extracted from the most recently available Medicara hospital cost report form 2552
Worksheet C, Part 1, column 5, line 25-33 and inpatient hospital charges from
Wotksheet C, Part 1, column 8, lines 25-33. This cost to cherge ratio is multiplied by
allowable chargos for Medicaid inpatient hospital claims W determine the cost of these
services.

d. Upper Paymem Limit Gaps

Payme[its calculated in pararaphs a, b and c stail be summed aaross the tivee classes of
hospitals: privately owned, non-state government ownad, and state government owned.
These sutns wIll equal d upper payment limits for each class of hospital. Total Mediceid
payments for each class of hospital wi11 be subUected from its respective upper payment
limit to determine the upper payment limit gaps.

2. Disbursement of payments to hospitals:

a. All hospitals shall be eligible for inpatient hospital access yments eacfi year as set
forth in this subsection eccept the following:

i. A hospital that is owned or operated by the state or a state agency, the federal
goveroments, a federally recognized Indian tribe, or the Indian Health Service;

ii. a hospital that provides more than fifty percent (50%) of iYS inpatiert days under
a coract wiffi a state agency other than the OHCA;

iii. a hospital ihat spxializes in any one of the following: (i) treatrnent of a
neurological injury (ii) treatment of cancer, (iii) treatmenf of csrdiovascular
disea,9e, {iv) obstetrical or chi(dbirth services, (v) surgical care, except that this
exemption shall not apply to any hospital located in a city of less than five
hundred thousand (500,000) population and for which the majority of inpatient
days are for back, neck, or spine surgery; and

iv. a hospital that is certified by the federal Centers for Medicaid and Medicare
Services es a long-tem acute care hospital or as a chiidren's hospital;

New Page 07-0]-11
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State OKLAHOMA Attachment 4.19-A

Pege 32.5

METHODS AND STANDARDS FOR ESTABLiSHING PAYMENT RATES
INPATIENT HOSPITAL SERVICES

X. 3UPPLEMENTAL PAYMENT$ FOR HOSPTTALS PARTICIPATING IN THE
3UPPLEMENTAL H03PITAL OFF3ET PAYbIEIVT PROGRAM (SHOP (coinued)

b. In addition to any other funds paid to critical access hospitals for inpatiant hospitsl
services to Medicaid patients, each critical access trospitai (CAIi) shall receive hospital
access payments equai to the amount by which the payment for these services was less
thsn one hundred one pement (101%) of the hospital's cost of providing theae sarvices,
as determined by using a CCR calculated from ffie ttuee most recenUy available
Medicare hospital cost report form 2552 Worksheet B, Part 1, column 27, lices 25-62
and inpetient hospital chargos &om Worksheet C, Part 1, columns 6 snd 7, lines 25-62.
A CCR for each year is calculated and then they are averaged. This cost to charge ratio is
multipiied by allowable charges W deteimine the cost of these services.

c. In addiNon to any othor funds paid W hospitals for inpatient hospital services W
Medicaid patiants, each eligible hospital shall receive inpatiern hospital access
payments eech yoar equal to the hospitals pro rata share of the irpatient supplemeal
psyment pool available to the hospital's class of hospitals, as reduced by the payments
distributed in paragraph 2(b). The pro rata share will be based upon the hospitaPs
Medicaid payments for inpatient services divided by the wtal Medicaid paymenu for
inpatiert setvices of all eligible hospitals within each class of hospital.

d. The inpatient supplemental payment pool available to each class of hospitals will be
determined by multiplying the class's upper paymient limit gap, as determined imder
X.l.d. above, by the available funds ratio. The available funds ratio is determined by
dividing the Wtal of all funds available under the Supplemental Hospital Offset Payment
Program, less the CAH supplementsl payments described in Attaclunem 4.19-A Page
32.5, X 2(b) and Attachment 4.19-B Page !d, H 2(b), by the total of the inpetient and
outpatient upper psyment limit gaps for all classes ofhospital eligible for supplemental
payments under this paragraph.

3. Frequency ofPayments

The OHCA will pay from the Supplemetrtal Hospital Offset Payment Program Fund quarterly
installmeM payments to hospitals, not to exceed the UPL, of amounts available for
supplemental payments for Criticai Access Hospitls and supplemental inpatient payments.

New Page 07-01-1]
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Sfete OKLAHOMA
Atiachment4.19-8
Pepe 1c

pAETHOD8 AND 87ANDARD3 FOR ESTABI.ISHINf3 PAYMENT RATES
OTHER TYPEB OF CARE OUTPATIENT HOSPITAL SERVICES

H. SUPPLEMNTAL PAY11fT3 FUR OUTPATIENT HOSPTPALS PARTICII'ATING
IN THE 3UPPLEMENI'ALHOSPITAL OFFSET PAYMENT PROGRAM (SHOP

1. Hospital Outpetie Supplnencal Payment Poois

Componants of the Medicare Cost Report form 2552 wete used to reesonsbly esNroate what Medicere
would pay for Medicaid outpffiiant.laspital sarvices. The PPe' PsYmcmt limit (UPL) meWod consists of detormining a hospitai specitic Medicere outpatient wst to chmge ratio, aPP Yn8
Medicsid charges end then celculating the overall ageBate UPL for each of the Uuea clesses of
hospitals.

a Cott to Cherge Ratios

The UPL was celculatod using outpetient hospital apecific cost to cherSa ratios. To
determine the ratios, outpatient hospitel costs were extracted from the mostrendy
available Medicare hospital cost report form 2552 Wotksheet C, Part 1, column 5,
lines 37-68 and cliatges from Worksheet C, Part 1, column 8, lines 37-68 less
applicable RHC charges.

b. Upper Payment Limit Gaps

1'he hospitai specific cosc to c6arge ratio in 1(a) stil 6e applied to hospital spific total
outpatiant hospital Medicaid cherges. 7'hat amou calculated shall be separataly summed
across the thrce ctasses of hospitals: privetely oed, non-state Sm'ermnent owned, and state
govemment owned. Thesa sums will equel the uppar payment limits for each ciass of
hospitals. Total Madicaiil paymenis for eac6 class of hospitals w111 ba subUacted froro iu
respective upper paymeem limit w detei'mine tle upper payment limit gaps.

2. Diabursement ofpayments to haspitals:

a. All hospitals shall be eligible for outpatient hospital access payments each yeaz as set
fort in this subsection except the foliowing:
i, p hospital that is owned or operated by the state or a state agency, the federal

govemments, a fedetally recognized Indian tribe, or the Indian Health Service;
ii. a hospital that provides more than fifty parcent (50'0) of its inpatient deys

mder a contract with a state agency otfier than the OHCA;

New Page 07-01-I1
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State OKLAHOMA
qttachment 4.19-8
Pege 1 d

METHODB
TYPES OF CARE OUTPATIEMT8VICES $

H, SUPPLEMFNTAL PAYMENTS F(1R OUTPATIENT H03PITAL3 PARTICSPATING
IN TgE gUppI,EMENTAL HOSPITAL OFF3ET PAYMENP PROGRAM (SAOPP (continued)

lii. a hospital that specializes in anY one of the following: (i) treatrnem of a
newological injucy (ii) treatment of cancer, (iii) treatrnent of cardiovasculaz
disease, (iv) obstetrical or childbirth services, (v) sur8ical care, excePt that this
axempdon shall not appiy to eny hoepital locsted 'w a city of leas flian five
hundred thousand (500,000) populalion end for which the majority of inpadent
days are for bsck, neck, or apine sucgery; end

iv, a hospital thst is certified by the federal Cemers for Medicaid snd Medicare
Services ea a long-term acute care hospital or es a children's hoapital;

b. In addition to any other funds paid W crirical access hospitals for outpatient hospital
services to Medicaid patients, each critical access hospital( f seices wes less
accass payments equal to the amourrt by which the PaYm
than one hundred one percent (101 %) of the hospital's cost of providing these ser'ices,
as deteimined using the CCR as described in paragraph 1(a). This cosc w charge ratio is
multiplied by allowable charges to determine the cost of these services.

c. !n addition to any other funds paid to hospitals for outpatient hospital services w
Medicaid patiarts, eech eligible hospital shall receive outpatient hospital access
paymerts each yeaz equal W the hospital's pro rata share of the outpatient supplementai
payment pool available to the hospital's class of hospitals, less the payments dishibuted
in paragraph 3(b), besed upon the hospital's Medicaid payments for outpatient services
divided by the wtal Medicaid payments for outpatient services of all eligible hospitals
witin each class ofhospital.

d. The outpatient supplamental payment pool available to each class of hospitals will be
determined by multiplying the class's upper payment limit gap as deterrninecl under
H.l.b. above, by the available funds ratio. The available funds ratio is determined by
dividing the total ofall funds available under the Supplemental Hospital Offset Payment
Program, less the CAH supplemernal payments described in Attaclvnent 4.19-A Page
32.5, X 2(b) and Auachment 4.19-B Page ld, H 2(b), by the total of the inpatient and
outpatient uppar payment limit gaps for all classes of hospital eligible for supplemeMel
payments under this paragraph.
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State OIMHOMA
AitachmeM4.19-B

Page 1 e

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES
OTHER TYPES OF CARE OUTPATIENT H08PTA1- SERVICES

H. 3UPPLEMENTAL PAYMENTS FOR OUTPATIENT HOSPTTAL3 PARTICIPATING
IN TgE gUppI,EMENTAL HOSPiTAL OFP'SET PAYMENT PROGRAM (SHOPP) (continued)

e. The total amount of payments shall not exceed the upper payment limit gap
caloulated in paragraph 1 for any of the three classes of hospitals.

2. Frequency of Payments

The OHCA will pey from the Supplemental Hospital Offiet Payment Program
Fund quarterly installment payments to hospitals of amounts available, not to
exceed the UPL, for supplemental payments for Critical Access Hospitals and
supplemental outpatient payments.

New Page 07-01-I 1
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