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1 - CMS- SPA 15-005 Ltr to JG from LL re Kentucky State Plan Amendment 15-005 dte090915:

SPA to continue reimbursement that was sunset on September 30, 2015 until December 31, 2015
for Community Mental Health Centers. CMS should complete their review of the audits in time to
submit the new SPA for reimbursement beginning January 1, 2016.

2 — CMS- NEMT-Ltr to AD from LL re Extension Request NEMT dte091015:

Requesting temporary 90 day extension to Kentucky’s Non-Emergency Medical transportation
(NEMT) 1915(b) waiver denoted as 06.01, requesting to ensure adequate time to obtain all
pertinent information required by CMCS for the program.

3 — CMS- MEMS Ltr to JG from LL re MEMS — (RIDP) _dte092415:

CHFS is requesting review and approval for Remote Identity Proofing (RIDP) services. Agreement will
allow DMS in conjunction with CMS, to implement an enterprise wide RIDP solution.

4 — CMS- SPA 15-006 Ltr to JG from LL re Kentucky State Plan Amendment 15-006 dte093015:

The purpose of SPA 15-006 is to update Kentucky’s hospital reimbursement.

5 — CMS- KHITP Ltr to JG from LL re Kentucky Health information Plan dte100615:

CHFS is requesting review and approval for the Kentucky Environmental Scan conducted by the
University of Kentucky to support the State Health information Technology Plan.

6 — CMS- SOW-MWMA Ltr to JG from LL re Medicaid Waiver Management dte100715:

CHFS is requesting review and approval for the Statement of Work (SOW) for the Medicaid Waiver
Management Application (MWMA) enhancement program.
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7 — CMS- Pharmacy-AAPDU #3 Ltr to JG from LL re Request for Pharmacy Benefits dte110515:

CHFS is requesting review and approval of the Pharmacy Benefits manager Annual Advance Planning

Document Update (AAPDU #3). Requesting 75% federal match, funding to be used through the
Federal Fiscal Year 2016 for the Pharmacy Benefits Management ( PBM)
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CABINET FOR HEALTH AND FAMILY SERVICES
DEPARTMENT FOR MEDICAID SERVICES

Steven L. Beshear 275 sl Main Street, 6W-A Audrey Tayse Haynes
Governor Fr nkfart, KY 40621 Secretary
P: 502 564-4321
F. 502-564-0509 Lisa D. Lee
www.chfs.ky.gov

Commissioner

September 9, 2015

Jackie Glaze

Associate Regional Director

Centers for Medicare and Medicaid Services
61 Forsyth Street, SW, Suite 4T20

Atlanta, Georgia 30303-8909

Re:  Kentucky State Plan Amendment 15-005

Dear Ms. Glaze:

Attached, please find Kentucky State Plan Amendment (SPA) 15-005. The purpose of this SPA
is to continue the current reimbursement that was to sunset on September 30, 2015 until
December 31, 2015 for the Community Mental He lth Centers. We have worked with Stan
Fields, CMS Field Representative in Kentucky, who has worked with Davida Kimble and the
CMS Central Office and they advised this 1s the procedure we should follow. Stan has
indicated that CMS should complete their review of the audits in time to submit the new SPA
for reimbursement beginning January 1, 2016.

Any questions or correspondence to this SPA should be sent to Sharley Hughes.

Sincerely,

Lisa D. Lee
Commissioner

LDL/sjh

Enclosure

—
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Statc: Kentucky Attachment 4.19- B
Page 20.15(1)(a)

XVL  Other diagnostic, screening, preventive and rehabilitative services.

ix. Peer Support Specialist working under the supervision of a physician, a
psychiatrist, an APRN, a PA, a LP, a LPP, a LPA, a LCSW, a LMFT, a
LPCC, a CSW, a LMFTA, a LPCA, a CADC, a Professional Equivalent,
a psychiatric nurse, a LPAT, or a LPATA ;

X. A certified alcohol and drug counselor (CADC) working under the
supervision of a physician, a psychiatrist, an APRN, a PA, aLP, a LPP, a
LPA, a LCSW, a LMFT, a LPCC, a CSW, a LMFTA, a LPCA, a LPAT,
or a LPATA; and

Xi. A communily support associate who is working under the supervision of
a physician, a psychiatrist, an APRN, a PA, a LP, a LPP, a LPA, a
LCSW, a LMFT, a LPCC, a CSW, a LMFTA, a LPCA, a CADC, a
Professional Equivalent, a psychiatric nurse, a LPAT, a LPATA, a LBA,

ora LABA,
The current reimbursement methodology, as outlined above, for services provided in CMHCs will end on
December 31, 2015.
TN No: 15-005
Supersedes Approval Date: Effective Date: October 31, 2015

TN No: 15-002



CABINET FOR HEALTH AND FAMILY SERVICES
DEPARTMENT FOR MEDICAID SERVICES

Steven L. Beshear 275 E Main St, 6W A Audrey Tayse Haynes

Governor Phone (502) 564-4321 Secretary
Fax' (502) 564 0509

Frankfort, KY 40621

www.chis.ky.gov LisaD. Lee

Commissioner

September 10, 2015

Alissa Mooney DeBoy, Acting Director
Disabled and Elderly Health Programs Group
7500 Security Bivd

Mail Stop S2-01-16

Baltimore, MD 21244-1850

Dear Ms. DeBoy,

Please consider this letter as an official request for a temporary 90 day extension to Kentucky's Non-
Emergency Medical Transportation (NEMT) 1915(b) waiver denoted as KY 06.01. The current NEMT
waiver extension expires eptember 30, 2015. The temporary extension is being requested to ensure
adequate time for our offic to obtain alt pertinent inform tion required by CMCS for the

program. Currently, our actuary has completed the catch-up Ra e Certification for Fiscal Years 2014
and 2015. They are scheduled to complete the certification for iscal Year 16 by the end of nex
week. Additionally, we are currently answering questions from the CMS Atlanta Office regarding our
NEMT Contract document. Therefore, we are requesting an extension of the current waiver unt|
December 31, 2015.

Kentucky's NEMT program has been in place for approximately 15 years and serves a vital role in
providing access to medically necessary services for Kentucky's most vulnerable population. Your
favorable considerat on of this temporary extensicn is greatly appreciated.

If you have additional quest ons regarding the NEMT program or the requested temporary extension,
please contact Neville Wise or Lisa Lee at 502-564-4321.

Sincerel |,

Li a D. Les, Commissioner

o Lovie Davis, Baltimore, MD
Shantrna Roberts, Atlant Regional Office

a—

KentuckyUnbridledSpint.com K UNBRIDLED SPIRIT An Equal Opportunity Employer M/F/D



CABINET FOR HEALTH AND FAMILY SERVICES
DEPARTMENT FOR MEDICAID SERVICES

Steven L. Beshear 275 East Main Street, 6W-A Audrey Tayse Haynes
Governor P: {502) 564-4321 Secretary
F: (502) 564-0509
Frankfort, KY 40621 Lisa Lee
LR L Commissioner

September 24, 2015

DHHS/CMS

Atlanta Regional Office

Attn: Jackie Glaze, Associate Regional Administrator
61 Forsyth Street, Suite 4T20

Atlanta, GA 30303 83909

RE: Kentucky Medicaid Enterprise Management System (MEMS) Project - Remote Identity
Proofing (RIDP) Services Master Agreement

Dear Ms. Glaze:

The Kentucky Cabinet for Health and Family Services (CHFS) respectfully requests expedited
review and approval of the attached Master Agreement 758 1600000310 for Remote Identity
Proofing (RIDP) services. This contract has been awarded to Lexis-Nexis Risk Solutions FL, Inc.
through a competitive bidding process utilizing RFP 758 1500000210. The procurement of these
RIDP services is described in the MEMS Annual Advance Planning Document Update approved by
CMS under KY-15-007 & 008 on December 29, 2014.

This Master Agreement will allow the Kentucky Department for Medicaid Services (DMS), in
conjunction with the Centers for Medicare and Medicaid Services (CMS), to implement an enterprise
wide RIDP solution. The implementation of a robust set of SaaS RIPD tools enables DMS to
continue modernizing Kentucky's Medicaid IT systems by enabling the agency to remotely verify the
identity of Kentucky Medicaid providers and members using RIDP services that currently do not exist
in the Kentucky Medicaid IT enterprise. Kentucky is also applying the CMS Seven Conditions and
Standards to this solution, as DMS intends to leverage it to support future MEMS applications as
appropriate.

Please contact me at (502) 564-4321 if you have any questions.
Sincerely,

ne g 7wt
Neville Wise

Deputy Commissioner
Kentucky Department for Kentucky Medicaid Service\s_;_-s@;%\

y}w
KentuckyUnbridledSpirit.com UNBRIDLED SPIRIT P - An Equal Opportunity Employer M/F/D



CABINET FOR HEALTH AND FAMILY SERVICES
DEPARTMENT FOR MEDICAID SERVICES

Steven L. Beshear 275 East Main Street, BW-A Audrey Tayse Haynes
Governor Frankfort, KY 40621 Secrelary
P: 502-564-4321
F: 502-564-0509 . L
www.chfs.ky.gov o

Commissioner

September 30 2015

Jackie Glaze

Associate Regional Director

Centers for Medicare and Medicaid Services

61 Forsyth Street, SW, Suite 4T20

Atlanta, Georgia 30303-8909

Re:  Kentucky State Plan Amendment 15-006
Dear Ms. Glaze:

Attached, please find Kentucky State Plan Amendment (SPA) 15-006. The purpose of this SPA
is to update Kentucky’s hospital reimbursement.

Any questions or correspondence to this SPA should be sent to Sharley Hughes.
Sincerely,

Mol F st s

Lisa D. Lee
Commissioner

LDL/sjh

Enclosure

Kentuckiy™

KentuckyUnbridledSpirit.com UNBRIDLED smmr.y An Equal Opportunity Employer M/F/D
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Attachment 4.19-A
Pa el

Beginning October 1, 2015, the Department will pay or acute care inpatient hospital services (not
otherwise cxempled from this SPA) prov ded to a Med ca d recipient who is not enrolled with a managed
care or anization under a d a nosis related group (DRG) based methodology using the MS-DRG grouper.
The methodology is similar to the Medicare Inpatient Prospective Payment System. The revised systcm
will have hospital spec fic operatin and capital base rates, and will utilize Medicare-established relative
we hts. Hospital services not paid for usin the DRG-based methodology will be paid for using per

The following will be excluded from the DRG methodology

Services provided in Critical access hospitals;

Services provided in Free-standin rehabilitation hospitals;

Services provided in Long-term acute care hospitals;

Psychiat ic service , including substance abuse, in Acute care hospitals;

Services provided in Free-standing psychiatric hosp tals;

Rehabilit t'on serv ces 'n Acu e care hospitals; and

Matters Subject to an Appeal. A hospital may appeal whether the Medicare data specific to the
hospital that was extracted by the Department in establishing the hospital’s reimbursement was

An appeal shall comply with the requirements and provisions established in this section.

A request for a review of an appealable issue shall be received by the department
within sixty (60) calendar days of the date of receipt by the provider of the
department's notice of rates set under Regulation 907 KAR 10:830.

The request referenced in paragraph (1) of this subsection shall;

(a) Be sent to the Office of the Commissioner, Department for Medicaid
Services, Cabinet for Health and Family Services, 275 East Main Street,
6th Floor, Frankfort, Kentucky 40621-0002; and

(b) Contain the specific issues to be reviewed with all supporting
documentation necessary for the departmental review.

The department shall review the material referenced in subsection (b) of this

section and notify the provider of the review results within 30 days of its receipt

except as established in paragraph (2) of this subsection.

STATL: Kentucky
I General Overview
A.
diem rates or as otherwise stated 1n this plan.
1)
2)
3)
4)
5)
6)
B. Appeals and Review Process.
1)
the correct data.
2) Appeal Process.
a.
b. (1)
2
c. (1)
TN 15-006
Supersedes

TN # 09-002

Approval Date: Effective Date: October 1, 2015




STATE:

Kentucky

Altachment 4.19-A
Page 2

I Overview (continued)

B.

Appeals and Review Process (continued)

2)

@

@

3)
G

&)

(6)

(M
&

®
(10)

(1)

If the provider requests a review of a non-appealable issue under 907 KAR 10:830,

the department shall;

(a) Not review the request; and

{b) Notify the provider that the review is outside of the scope of 907 KAR
10:830,

A provider may appeal the result of the department’s review, except for a

notification that the review is outside the scope of 907 KAR 10:830, by sending a

request for an administrative hearing to the Division for Administrative Hearings

(DAH) within thirty (30) days of receipt of the department’s notification of its

review decision,

A provider shall not appeal a notification that a review is outside of the scope of

907 KAR 10:830.

An administrative hearing shall be conducted in accordance with KRS Chapter

13B.

Pursuant to KRS 13B.030, the Secretary of the Cabinet for Health and Family

Services delegates to the Cabinet for Health and Family Services, Division for

Administrative Hearings (DAH) the authority to conduct administrative hearings

under 907 KAR 10:830.

A notice of the administrative hearing shall comply with KRS 13B.050.

The administrative hearing shall be held in Frankfort, Kentucky no later than

ninety (90) calendar days from the date the request for the administrative hearing is

received by the DAH.

The administrative hearing date may be extended beyond the ninety (90) calendar

days by:

(a) A mutual agreement by the provider and the department; or

(b) A continuance granted by the hearing officer,

(a) If the prehearing conference is requested, it shall be held at least thirty (30)
calendar days in advance of the hearing date.

(b) Conduct of the prehearing conference shall comply with KRS 13B.070.

If a provider does not appear at the hearing on the scheduled date, the hearing

officer may find the provider in default pursuant to KRS 13B.050(3)h).

A hearing request shall be withdrawn only under the following circumstances:

(a) The hearing officer receives a written statement from a provider stating
that the request is withdrawn; or

(b) A provider makes a statement on the record at the hearing that the provider
is withdrawing the request for the hearing.

Documentary evidence to be used at the hearing shall be made available in

accordance with KRS 13B.090.

The hearing officer shall:

(a) Preside over the hearing; and

(b) Conduct the hearing in accordance with KRS 13B.080 and 13B.090.

The provider shall have the burden of proof concerning the appealable issues

under 907 KAR 10:830.

TN # 15-006
Supersedes
TN # 09-002

Approval Date: Effective Date: October 1, 2015




STATL: Kentucky Attachment 4.19-A
Page 3

1 Overview (continued)
B. Appeals and Review Process (continued)

{12) {a) The hearing officer shall issue a recommended order in accordance with
KRS 13B.110.
(b) An extension of time for completing the recommended order shall comply
with the requirements of KRS 13B.110 (2) and (3).
(13) (a) A final order shall be entered in accordance with KRS 13B.120.

(b) The cabinet shalt maintain an official record of the hearing in compliance
with KRS 13B.130.
{c) In the correspondence transmitting the final order, clear reference shall be

made to the availability of judicial review pursuant to KRS 13B.140,
13B.150, and KRS 13B.160.

C. Adjustment of rates.

1) Final rates are not adjusted except for correction of errors as described in Section B Appeals and
Review Process, to make changes resulting from the dispute resolution or appeals process if the
decision determines that rates were not established in accordance with the approved State Plan,
Attachment 4.19-A (attachment).

2) New rates shall be set for each universal rate year, and at any point in the rate year when
necessitated by a change in the applicable statute or regulation subject to a state plan amendment
approved by the Centers for Medicare and Medicaid Services (CMS), if applicable.

D. Use of a Universal Rate Year
1) A universal rate year shall be established for rates in this attachment as follows:
a. For DRG rates, excluding non-distinct part unit (non-DPU) psychiatric and rehabilitation

hospital rates, the universal rate year shall be October | through September 30 of the
following year,

b. For Psychiatric Residential Treatment Facility (PRTF) rates, the universal rate year shall
be November [ through October 31 of the following year.
c. For all other hospital rates referenced in this attachment, the universal rate year shall be
July 1 through June 30 of the following year, or as specifically stated throughout this
attachment.
2) A hospital shall not be required to change its fiscal year to conform with a universal rate year,
E. Cost Reporting Requirements.

1) The department follows the Medicare Principles of reimbursement found in 42 CFR 413 and the
CMS Publication 15 to determine allowable cost. Additional cost report requirements are as
follows:

TN # 15-006
Supersedes Approval Date: Effective Date: October 1, 2015
TN # 09-002




STATE: Kentucky Attachment 4.19-A
— Page 4
1 Overview {conlinued)
E. Cost Reporting Requirements (continued)
2) An in-state hospital participating in the Medicaid program shall submit to the department a copy
of a Medicare cost report it submits to CMS, an electronic cost report file (ECR), the
Supplemental Medicaid Schedule KMAP-1, the Supplemental Medicaid Schedule KMAP-4, and
the Supplemental Medicaid Schedule KMAP-6 as follows:
a. A cost report shall be submitted:
() For the fiscal year used by the hospital; and
(2) Within five (5) months after the close of the hospital’s fiscal year; and
b. Except as follows, the department shall not grant a cost report submittal extension:
1 I an extension has been granted by Medicare, the cost report shall be submitted
simultaneously with the submittal of the Medicare cost report; or
(2) If a catastrophic circumstance exists, for example flood, fire, or other equivalent
occurrernce, the department shall grant a thirty (30) day extension.
3 If a cost report submittal date lapses and no extension has been granted, the department shall
immediately suspend all payment to the hospital until a complete cost report is received.
4) A cost report submitted by a hospital to the department shall be subject to audit and review.
5) An in-state hospital shall submit to the department a final Medicarc-audited cost report upon
completion by the Medicare intermediary along with an electronic cost report file (ECR).
F. Unallowable Costs
1) The following shall not be allowable cost for Medicaid reimbursement unless otherwise noted:
a. A cost associated with a political contribution;
b. The allowability of legal fees is determined in accordance with the following:
(1) A cost associated with a legal fee for an unsuccessful lawsuit against the Cabinet
for Health and Family Services is not aliowable;
(2} A legal fee relating to a lawsuit against the Cabinet for Health and Family
Services shall only be included as a reimbursable cost in the period in which the
suit is settled after a final decision has been made that the lawsuit is successful or
if otherwise agreed to by the parties involved or ordered by the court; and
c. Cost associated with travel and related expenses must take into consideration the
following:
TN # 15-006
Supersedes Approval Date: Effective Date: October 1, 2015

TN # 09-002



STATE: Kentucky Attachment 4.19-A
Pa e5
1 Overview (continued)
F. Unallowable Costs (continued)
N A cost for travel and associated expenses outside the Commonwealth of
Kentucky for the purpose of a convention, meeting, assembly, conference, or a
related activity is not allowable.
(2) A cost for a trainin or educational purpose outside the Commonwealth of
entucky shall be allowable.
3) If a meeting 1s not solely educational, the cost, excluding transportation, shall be
allowable 1f an educational or training component is included.

2) A hospital shall identify an unallowable cost on the Supplemental Medicaid Schedule KMAP-1.

3) The Supplemental Medicaid Schedule KMAP-1 shall be completed and submitted with the annu |
cost report.

G. Trending of an In-state Hospital’s Cost Report Used for Non-DRG Rate Setting Purposes.

1) An allowable Medicaid cost, exclud'ng a cap’tal cost, as shown in a cost report on file in the
department, e ther audited or un-aud ted, shall be trended from the midpoint of the cost report
year to the be innin  of the universal rate year to upd te an n-state hospital’s Medica d cost.
This methodology applies for all rate setting throu hou this attachment.

2) The trendin  factor to be used shall be the inflat on factor prepared by GII (Global Insight,
Incorporated, a market basket data indexing and forecasting f rm referred to as GII) or the period
being trended.

H. Indexing for Inflation of an In-state Hospital’s Cost Report Used for Rate Settin Purposes.

1) After an allowable Medica d cost has been trended to the beginning of a un ve sal rate year, an
indexing factor shall be applied to project ‘nflationary cost to the midpoint in the universal rate
year. This methodology applies for all rate setting throughout this attachment,

2) The department shall use the inflation factor prepared by GII (Global Insi ht, Incorporated) as the
indexing factor for the universal rate year.

Cost Basts.

1) An allowable Medicaid cost shall:

a. Be a cost allowed after a Medicaid or Medicare audit;
b. Be in accordance w th 42 C.F.R. Part 413;
c. Include an "n-state hospital’s provider tax; and
d. Not include a cost in the Unallowable Costs listed in Section {1)F of this attachment.
A prospect ve rate shall include both routine and ancillary costs.
TN # 15-006
Supersedes Approval Date: Effective Date: October 1, 2015
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STATLE: Kentucky Attachment 4.19-A

— S Page 6
1 Overview (conlinued)
L. Cost Basis. (continued)
3) A prospective rate shall not be subject to retroactive adjustment, except for:
a. A critical access hospital; or
b. A facility with a rate based on un-audited data.
4) An overpayment shall be recouped by the department as follows:
a. A provider owing an overpayment shall submit the amount of the overpayment to the
department; or
b. The department shail withhold the overpayment amount from a future Medicaid payment
due the provider,
J. Access lo Subcontractor’s Records. If a hospital has a contract with a subcontractor for services costing or

valued at $10,000 or more over a twelve (12) month period:

)]

2)

‘The contract shall contain a provision granting the department access:

a. To the subcontractor’s financial information; and
b, In accordance with 907 KAR 1:672, published on January 4, 2008, Provider enrollment,
disclosure, and documentation for Medicaid participation; and

Access shall be granted to the department for a subcontract between the subcontractor and an
organization related Lo the subcontractor.

K. New Provider, Change of Owner or Merged Facility

)

2)

3)

The Department shall reimburse a new acute care hospital based on the Medicare IPPS Final Rule
Data Files and Tables inputs in effect at the time of the hospital’s enrollment with the Medicaid
program as described in section (2) of this attachment.

If no applicable rate information exists in the Medicare IPPS Final Rule Data Files and Tables for
a given period for an in-state acute care hospital, the Department shall use, for the in-state acute
care hospital, the average of all in-state acute care hospitals for the operating rate, capital rate,
and outlier cost-to-charge ratio, excluding any adjustments made for sole community hospitals or
Medicare dependent hospitals.

If a hospital undergoes a change of ownership, the new owner shall be reimbursed at the rate in
place at the time of the ownership change.

TN # 15-006
Supersedes
TN # 11-005

Approval Date: Effective Date: October 1, 2015




STATE:

Kentucky Altachment 4.19-A

Page 6.1

1 Overview (continued)

K.

New Provider, Change of Owner or Merged Facility (continued)

4)

5)

A merged facility of two or more entities.

a. The merger of two per diem facilities shall:

(1 Merge the latest available data used for rate setting.

{2) Combine bed utilization statistics, creating a new occupancy ratio.

3) Combine costs using the trending and indexing figures applicable to each entity
in order to arrive at correctly trended and indexed costs.

(4) If one (1) of the entities merging has disproportionate status and the other does
not, retain for the merged entity the status of the entity which reported the highest
number of Medicaid days paid.

(5) Recognize an appeal of the merged per diem rate in accordance with the state
regulation on Conditions of Medicaid provider participation, withholding
overpayments, administrative appeal process, and sanctions.

Cost report submission

a. Require each provider to submit a Medicaid cost report for the period ended as of the day
before the merger within five (5) months of the end of the hospital’s fiscal year end.

b. A Medicaid cost report for the period starting with the day of the merger and ending on
the fiscal year end for the merged entity shall also be filed with the department in
accordance with this attachment.

Payment Not to Exceed Charges or the Upper Payment Limits.

D

2

The total of the overall payments to an individual hospital from all sources during the period of
the state fiscal year may not exceed allowable charges plus disproportionate share payments, in
aggregate, for inpatient hospital services provided to Medicaid recipients, The state fiscal year is
July 1 through June 30. If an individual hospital’s overall payments for the period exceed
charges, the state will recoup payments in excess of allowable charges plus disproportionate share

payments.

The state agency will pay no more in the aggregate for inpatient hospital services than the amount
it is estimated would be paid for the services under the Medicare principles of reimbursement.
Medicare upper payment limits as required by 42 CFR 447.272 will be determined in advance of
the fiscal year from cost report and other applicable data from the most recent rate setting as
compared to reimbursement for the same period. Cost data and reimbursement shall be trended
forward to reflect current year upper payment limits. See Exhibit A for detail description and
formula for UPL demonstration.

Public Process for Determining Rates for Inpatient Hospitals. The State has in place a public process
which complies with the requirements of Section 1902(a)(13)(A) of the Social Security Act.

The Hospital Provider Tax is described in Kentucky Revised Statute 142.303, revised June 26, 2007.
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0. As required by Section 1923(j) of the Social Security Act related to auditing and reporting of
disproportionate sharc hosp tal payments, the Department for Medicaid Services will implement
procedures to comply with the Disproportionate Share Hospital Payments final rule issued in the
December 19, 2008, Federal Re 1ster, with cffective date of January 19, 2009, to ensure that the hospital
specif'c DSH limits have not been exceeded.

Be innin with the Medicaid State Plan year 2011 DSH audit, DSH payments made to hospitals may be

adjusted based on the results of the federally-mandated DSH audits as follows:

1) DSH payments found in the DSH audit process for a given slale fiscal year that exceed the
hospital specific uncompensated care cost (UCC) DSH limits will be recouped from hospitals to
reduce their payments to their limit. Any payments that are recouped from hospitals as a result of
the DSH audit may be red stributed to hospitals that are shown to have been paid less than their
hospital-spec fic DSH limits.  Redistributions will occur proportionately to the original
distribution of DSH funds not to exceed each hospital's specific UCC DSH limit. If DSH funds
cannot be fully redistnbuted within the or inal distribution pool , due to the hospital specific
limits, the exces funds will be redistributed to the other distribution pools in proportion to the
original DSH payments made by the state.

2) If the Medicaid program's or ginal DSH payments d d not fully expend the federal DSH allotment

or any state f scal year, the rema ning DS allotment will be retroactively paid to hospitals that
are under their hosp tal-spec’fic DSH lumut reflectin the potential redistributions in #1 above.
These add'tional DSH payments will be made 1n proportion to the original DSH payments, and
w [l be limited to each hospital's specific DSH limit.
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2, Acute Care Hospital Services

A. DRG-Based Methodology

1) An eligible in-state acute care hospital shall be paid for all covered inpatient acute care services
on a fully-prospective per discharge basis.
B. Effective October 1, 2015, the department’s reimbursement shall approximate ninety-five (95) percent of
a hospital’s Medicare reimbursement excluding the following Medicare reimbursement components:
1) A Medicare low-volume hospital payment;
2) A Medicare end stage renal disease payment;
3) A Medicare new technology add-on payment;
4) A Medicare routine pass-through payment;
5) A Medicare ancillary pass-through payment;
6) A Medicare value-based purchasing payment or penalty;
7 A Medicare readmission penalty in accordance with Item “M” below;
8) A Medicare hospital-acquired condition penalty in accordance with Item “M” below;
%) Any type of Medicare payment implemented by Medicare after October 1, 2015; or
10)  Any type of Medicare payment not described below.
C. 1) For covered inpatient acule care services, in an in-state acute care hospital, the total hospital-
specific per discharge payment shall be the sum of:
a. A DRG base payment; and
b. If applicable, a cost outlier payment.
2) The resulting payment shall be limited to ninety-five (95) percent of the calculated value.
3) If applicable, a transplant acquisition fee payment shall be added pursuant to ftem “L” below.
D. 1} The department shall assign a DRG classification to each unique discharge billed by an acute care
hospital,
2) a. The DRG assignment shall be based on the most recent Medicarc Severity DRG (MS-

DRG) grouping software released by the Centers for Medicare and Medicaid Services
beginning with version 32 on October 1, 2015 unless CMS releases version 33 on
October 1, 2015,

b. If CMS releases version 33 on October 1, 2015, the department shall make interim
payments for dates of service beginning October 1, 2015 based on version 32 and then
retroactively adjust claims for dates of service beginning October 1, 2015 using version
33.

c. The grouper version shall be updated in accordance with the Reimbursement Updating
Procedures outlined below.
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3) In ass1 ing a DRG [or a claim, the department sh 11 exclude from consideration any secondary
dragnos s code associated with a never event.
E. 1) A DRG base payment shall be the sum of the operating base payment and the capital base
payment calculated as descr bed in para raphs 3) and 4) below.
2) All calculations 1n this subsection shall be subject to special rate-setting provisions for sole
commun ty hospitals and Med care dependent hospitals.
3) a. The operating base payment shal be determined by multiplying the hospital-specific
operating rate by the DRG relative weight.

b. If applicable, the resulting product of subparagraph *“a.” of this paragraph shall be
muitiptied by the sum of one (1) and a hospital-specific operating indirect medical
education {IME) factor determined 1n accordance with subparagraph “g.” below.

c. Beginning October 1, 2015, the hospital-specific operating rate referenced in
subparagraph “a.” above shall be calculated using inputs from the Federal Fiscal Year
2016 Medicare IPPS Final Rule Data Files and_Tables published by CMS as described in
subparagraphs “d.” through ™ .” below

d. The Medicare IPPS standard amount established for operating labor costs shall be
multiplied by the wa ¢ index associated with the final Core Based Statistical Area
(CBSA) assigned to the hospital by Medicare, inclusive of any Section 505 adjustments
appl ed by Medicare.

€. The resulting product of subparagraph “d.” shall be added to the Medicare IPPS standard
amount or non-labor opera ng costs.

f. The operating rate sha | be updated in accordance with Item “R” below.

g. ) Be inmin  October 1, 2015, the hospital-specific operating IME factor shall be

taken from the Federal Fiscal Year 2016 Medicare Inpatient Prospective Payment
System (IPPS) Final Rule Data Files and Tables published by CMS.
(2) The operating IME factor shall be updated in accordance with Item “R” below,
4) a. The capital base payment shall be determined by multiplying the hospital-specific capital
rate by the DRG relative weight,

b. If applicable, the resulting product of subpara raph “a.” above shall be multiplied by the

sum of one (1) and a hospital-specific capital ind rect medical education factor determined 1n

accordance with subparagraph “g.” below.

c. Beginning October 1, 2015, the hosp’tal-specific capital rate referenced in subparagraph

*a.” above shall be calculated usin nputs from the Federal Fiscal Year 2016 Medicare IPPS

Final Rule Data Files and Tables published by CMS as described in subparagraphs “d” through

“g” below.

d. The Medicare IPPS standard amount establ'shed for capital costs shall be multiplied by

the geographic adjustment factor (GAF) associated with the final CBSA assigned to the hospital

by Medicare.

€. The capital rate shall be updated in accordance with Item “R” below.
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1)

3)

4)

5)

6)

D
2)

f. Beginning October [, 2015, the hospital-specific capital IME factor shall be taken from
the Medicare Inpatient Prospective Payment System (IPPS) Final Rule Data Files and
Tables published by CMS.

g The capilal IME factor shall be updated in accordance with Item “R.” below.

The department shall make a cost outlier payment for an approved discharge meeting the

Medicaid criteria for a cost outlier for each DRG as established as follows.

A cost outlier shall be subject to QIO review and approval,

A discharge shall qualify for a cost outlier payment if its estimated cost exceeds the DRG’s

outlier threshold.

a. The department shall calculate the estimated cost of a discharge:

(D For purposes of comparing the discharge cost to the outlier threshold; and
(2) By multiplying the sum of the hospital-specific Medicare operating and capital-
related cost-to-charge ratios by the Medicaid allowed charges.

b. () A Medicare operating and capital-related cost-to-charge ratio shall be extracted

from the Federal Fiscal Year 2016 Medicare IPPS Final Rule Data Files and
Tables published by CMS.

2) The Medicare operating and capital cost-to-charge ratios shall be updated in
accordance with Item “R.” below.

a. The department shall calculate an outlier threshold as the sum of a hospital’s DRG base
payment or transfer payment and the fixed loss cost threshold.

b. {1 Beginning October 1, 2015, the fixed loss cost threshold shall equal the Medicare

fixed loss cost threshold established for Federal Fiscal Year 2016.
(2) The fixed loss cost threshold shall be updated in accordance with Item “R.”
below.

a. For specialized burm DRGs as established by Medicare, a cost outlier payment shall equal
ninety (90) percent of the amount by which estimated costs exceed a discharge’s outlier
threshold.

b. For all other DRGs, a cost outlier payment shall equal eighty (80) percent of the amount
by which estimated costs exceed a discharge’s outlier threshold. .

The department shall establish DRG relative weights obtained from the Medicare IPPS Final Rule

Data Files and Tables corresponding to the grouper version in effect under Item “D.” above.

Relative weights shall be revised to match the grouping sofiware version for updates in

accordance with Item “R.” below.

The department shall separately reimburse for a mother’s stay and a newborn’s stay based on the DRGs
assigned to the mother’s stay and the newborn’s stay.

1)

2)

If a patient is transferred to or from another hospital, the department shall make a transfer
payment to the transferring hospital if the initial admission and the transfer are determined to be
medically necessary.

For a service reimbursed on a prospective discharge basis, the department shall calculate the
transfer payment amount based on the average daily rate of the transferring hospital’s payment
for each covered day the patient remains in that hospital, plus one (1) day, up to 100 percent of
the allowable per discharge reimbursement amount.
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3) a. The deparitment shall calculate an average daily discharge rate by dividing the DRG base
payment by the Medicare geomeiric mean length-of-stay for a patient’s DRG
classification,

b. The Medicare geometric length-of-stay shall be obtained from the Medicare IPPS Final
Rule Data Files and Tables corresponding to the grouper version in effect under
subparagraph “c.” below,

c. The geometric length-of-stay values shall be revised to match the grouping software
version for updates in accordance with Item “R.” below.

4) Total reimbursement to the transferring hospital shall be the transfer payment amount and, if
applicable, a cost outlier payment amount, limited to ninety-five (95) percent of the amount
calculated for each.

5) For a hospital receiving a transferred patient, the department shall reimburse the standard DRG
payment established in {tem “D.” above.

J 1) The department shall reimburse a transferring hospital for a transfer from an acute care hospital to

a qualifying post-acute care facility for selected DRGs as a post-acute care transfer.

2) The following shall qualify as a post-acute care setting:

a. A skilled nursing facility;

b. A cancer or children’s hospital;

c. A home health agency;

d A rehabilitation hospital or rehabilitation distinct part unit located within an acute care
hospital;

€. A long-term acute care hospital; or

f. A psychiatric hospital or psychiatric distinct part unit located within an acute care
hospital.

3) A DRG eligible for a post-acute care transfer payment shall be in accordance with 42 U.S.C.
1395ww(d){4XT).

4) a. The department shall pay each transferring hospital an average daily rate for each day of

a stay.

b. A transfer-related payment shall not exceed the full DRG payment that would have been
made if the patient had been discharged without being transferred.

C. A DRG identified by CMS as being cligible for special payment shall receive fifty (50)
percent of the full DRG payment plus the average daily rate for the first day of the stay
and fifty (50) percent of the average daily rate for the remaining days of the stay up to the
full DRG base payment.

d. A DRG that is referenced in paragraph 3) of this subsection and not referenced in
subparagraph “c.” above shall receive twice the average daily rate for the first day of the
stay and the average daily rate for each following day of the stay prior to the transfer.

E. Total reimbursement to the transferring hospital shall be the transfer payment amount
and, if applicable, a cost outlier payment amount, limited to ninety-five (95) percent of
the amount calculated for each.

5) a. The average daily rate shall be the base DRG payment allowed divided by the Medicare

geomelric mean length-of-stay for a patient’s DRG classification.

b. The Medicare geometric mean length-of-stay shall be determined and updated in

accordance with Item “I(3)” above.
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K. The department shall reimburse a receiving hospital for a transfer 1o a rehabilitation or psychiatric distinct
part unit the fac lity-specific distinct part unt per diem rate, in accordance with 907 KAR 10:815, for
each day the patient rema’ns in the distinct part unit.
L. 1§ The department shall reimburse for an or an transplant on a prospective per discharge method
accordin to the recipient’s DRG classification.
2) a. The department’s organ transplant re mbursement shall include an interim re mbursement
followed by a final reimbursement.
b. The final reimbursement shall;

(1 Include a cost settlement process based on the Medicare 2552 cost report form;
and

2) Be designed to reimburse hospitals for ninety-five (95) percent of or an
acquisition costs,

c. () An interim or an acquisition payment shall be made using a fixed-rate add-on to
the standard DRG payment us n the rates below:
(a) Kidney Acquisition - $65,000;
(b) Liver Acquisition - $55,000;
{c) Heart Acquis tion - $70,000;
(d) Lung Acquisit on - $65,000° or
{e) Pancreas Acquisition - $40,000.

(2) Upon rece pt of a hospital’s as- 1led Medicare cost report, the department shall
calculate a tentative settlement at n nety-five (95) percent of costs or organ
acquisition costs utilizing worksheet D-4 of the CMS 2552 cost report or each
or an specified above

3) Upon receipt of a hospital’s finalized Medicare cost report, the department shall
calculate a final reimbursement which shall be a cost settlement at ninety-five
(95) percent of costs for organ acquisition costs utilizing worksheet D-4 of the
CMS 2552 cost report for each organ specified above,

C)] The final cost settlement shall reflect any cost report adjustments made by CMS.

M. Never Events and Hospital-Acquired Conditions:

1) Never event and hospital-acquired condition provisions shall apply to acute care inpatient hospital
reimbursement; and

2) Readmission provisions established in Item “S.” below shall apply to acute care inpatient hospital
reimbursement.

3) For each diagnosis on a claim, a hospital shall specify on the claim whether the diagnosis was
present upon the individual’s admission to the hospital.

4) In assigning a DRG for a claim, the department shall exclude from the DRG assignment
consideration of any secondary diagnosis code associated with a hospital-acquired condition.

5) A hospital shall not seek payment for treatment for or related to a never event through:
a, A recipient;
b. The Cabinet for Health and Family Services for a child in the custody of the cabinet; or
c. The Department for Juvenile Justice for a child in the custody of the Department for

Juvenile Justice.

6) A recipient, the Cabinet for Health and Family Services, or the Department for Juvenile Justice
shall not be liable for treatment for or related to a never event.
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N. Preadmission Services for an Inpatient Acute Care Service.

A preadmission service provided within three (3) calendar days immediately preceding an inpatient

admission reimbursable under the prospective per discharge reimbursement methodology shall:

1) Be included with the related inpatient billing and shall not be billed separately as an outpatient
service; and

2) Exclude a service fumished by a home health agency, a skilled nursing facility, or hospice, unless
it is a diagnostic service related to an inpatient admission or an outpatient maintenance dialysis
service.

0. Reimbursement for Sole Community Hospitals.
An operating rate for sole community hospitals shall be calculated as described below:
) a. For each sole community hospital, the department shall utilize the hospital’s hospital-
specific (HSP) rate calculated by Medicare.
b. The HSP rate shall be extracted from the Federal Fiscal Year 2016 Medicare IPPS Final
Rule Data Files and Tables,
c. Effective October 1, 2016 and for subsequent years on October 1, the HSP rate shall be
updated in accordance with Item “R.” below.

2) a. The department shall compare the rate referenced in paragraph 1) above with the

operating rate calculated in Item “E(3)” above.

b. The higher of the two rates compared in “2) a.” above shall be utilized as the operating
rate for sole community hospitals.

P. Reimbursement for Medicare Dependent Hospitals.
1) a. For a Medicare-dependent hospital, the department shall utilize the hospital’s hospital-

specific (HSP) rate calculated by Medicare.

b. The HSP rate shall be extracted from the Federal Fiscal Year 2016 Medicare IPPS Final
Rule Data Files and Tables.

c. Effective October 1, 2016 and for subsequent years on October 1, the HSP rate shall be
updated in accordance with the reimbursement updating procedures in Item “R.” below.

2) a. The department shall compare the Medicare-dependent hospital rate referenced in

paragraph 1) above with the operating rate calculated in Item “E(3)” above.
b. If the Item “E(3)"” operating rate is higher, it shall be utilized as the hospital’s operaling
rate for the period.

3 a. If the rate referenced in paragraph (1) is higher, the department shall calculate the

arithmetic difference between the two (2) rates.

b. The difference shall be multiplied by seventy-five (75) percent.

c. The resulting product shall be added to the Item “E(3)” operating rate to determine the
hospital’s operating rate for the period.

4) If CMS terminates the Medicare-dependent hospital program, a hospital that is a Medicare-
dependent hospital at the time that CMS terminates the program shall receive operating rates as
calculated in Item “E(3)” above.
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Q. Direct Graduate Medical Education Costs at In-state Hospitals with Medicare-approved Graduate Medical
Education Programs.

1) If federal financial participation for dircct graduate medical education costs is not provided 1o the
department the department shall not reimburse for direct graduate medical education costs.

2) If federal financial participation for direct graduate medical education costs is provided to the
depariment, the department shall reimburse for the direct costs of a graduate medical education
program approved by Medicare as established below.

a. A payment shall be made:
{n Separately from the per discharge and per diem payment methodologies; and
(2) On an annual basis corresponding to the hospital’s fiscal year.

b. The department shall delermine an annual payment amount for a hospital:

(N Total direct graduate medical education costs shall be obtained from a facility’s
as-filed CMS 2552 cost report, worksheet E-4, line 25.

(2) (a) The facility’s Medicaid utilization shall be calculated by dividing
Medicaid fee-for-service covered days during the cost report period, as
reported by the Medicaid Management Information System, by total
inpatient hospital days, as reported on worksheet E-4, line 27 of the CMS
2552 cost report.

(b) The resulting Medicaid utilization factor shall be rounded to six (6)
decimals,

3) The total graduate medical education costs shall by multiplied by the Medicaid
utilization factor to determine the total graduate medical education costs related
to the fee-for-service Medicaid program.

C))] Medicaid program graduate medical education costs shall then be multiplied by
ninety-five (95) percent to determine the annual payment amount.

R. Reimbursement Updating Procedures.

1) a. The department shall annually update the Medicare grouper software to the most current
version used by the Medicare program. The annual update shall be effective October 1 of
each year, except as provided below.

b, If Medicare does nol release a new grouper version effective October 1 of a given year

(1) The current grouper effective prior to October 1 shall remain in effect until a new
grouper is released; and

2) When the new grouper is released by Medicare, the department shall update the
Medicare grouper software to the most current version used by the Medicare
program,

c. The department shall not update the Medicare grouper software more than once per

federal fiscal year which shall be October 1 through September 30 of the following year.

2) At the time of the grouper update, all DRG relative weights and geometric length-of-stay values
shall be updated to match the most recent relative weights and geometric length-of-stay values
effective for the Medicare program.
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3)

4)

5)

a. Annually, on October 1, all valucs obtained from the Medicare IPPS Final Rule Data
Files and Tables shall be updaled to reflect the most current Medicare IPPS final rule in
effect.

b. {1 Within thirty (30) days afier the Centers for Medicare and Medicaid Services
publishes the Medicare IPPS Final Rule Data Files and Tables for a given year,
the department shall send a notice to each hospital containing the hospital’s data
from the Medicare IPPS Final Rule Data Files and Tables to be used by the
department to establish diagnosis related group rates on October 1.

2) The notice referenced above shall request that the hospital:
(a) Review the information; and
(b) If the hospital discovers that the data in the notice sent by the department
does not malch the data published by the Centers for Medicare and
Medicaid Services, notify the department of the discrepancy prior to
October 1.

All Mcdicarc IPPS final rule values utilized shall be updated to reflect any correction notices

issued by CMS, if applicable.

Except for an appeal, the department shall make no other adjustment.

Readmissions.

)

2)

An unplanned inpatient admission within fourteen (14) calendar days of discharge for the same
diagnosis shall be considered a readmission and reviewed by the QIO.

Reimbursement for an unplanned readmission with the same diagnosis shall be inciuded in an
initial admission payment and shall not be billed separately.

Reimbursement for Out-of-State Hospitals,

1

2)

The department shall reimburse an acute care out-of-state hospital for inpatient care on a fully

prospective per discharge basis except for the following hospitals:

a. A children’s hospital located in a Metropolitan Statistical Area as defined by the United
States Office of Management and Budget whose boundaries overlap Kentucky and a
bordering state; and

b. Vanderbilt Medical Center.

For eligible inpatient acute care service in an out-of-state acute care hospital the total hospital-

specific per discharge payment shall be calculated in the same manner as an in-state hospital with

modifications to rates used as described below.
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3) The DRG payment parameters listed below shall be modified for out-of-state hospitals not
specifically excluded in paragraph 1).

a. The operating rate used in the calculation of the operating base payment described in
ltem “E(3)(a)” shall equal the average of all in-state acute care hospilal operating rates
calculated in accordance with Item “E(3)” multiplied by eighty (80) percent, excluding
any adjustments made for:

() Sole community hospitals; or
(2) Medicare-dependent hospitals.

b. The capital rate used in the calculation of the capital base payment described in Item
“E(4)a)” shall equal the average of all in-state acute care hospital capital rates calculated
in accordance with Item “E(4)” multiplied by eighty (80) percent,

c. The DRG relative weights used in the calculation of the operating base payment
described in Item “E(3)(a)” and the calculation of the capital base payment described in
Item “E(4)(a)” shall be reduced by twenty (20) percent.

d. The following provisions shall not be applied:

1) Medicare indirect medical education cost or reimbursement;

2) Organ acquisition cost settlements:

3) Disproportionate share hospital distributions; and

{4) Any adjustment mandated for in-state hospitals pursuant to KRS 205.638.

e. The Medicare operating and capital cost-to-charge ratios used to estimate the cost of each
discharge, for purposes of comparing the estimated cost of each discharge to the outlier
threshold, shall be determined by calculating the arithmetic mean of all in-state cost-to-
charge ratios established in accordance with Item “F(4)” above.

4) The department shall reimburse for inpatient acute care provided by an out-of-state children’s
hospital located in a Metropolitan Statistical Area as defined by the United States Office of
Management and Budget and whose boundaries overlap Kentucky and a bordering state, and
except for Vanderbilt Medical Center, the average operating rate and average capital rate paid to
in-state children’s hospitals.

5) The department shall reimburse for inpatient care provided by Vanderbilt Medical Center using
the hospital-specific Medicare base rate extracted from the CMS IPPS Pricer Program in effect at
the time that the care was provided multiplied by eighty-five (85) percent.

6) The out-of-state hospitals referenced in paragraphs 4) and 5) shall not be eligible to receive
indirect medical education reimbursement, organ acquisition cost settlements, or disproportionate
share hospital payments.
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a. The department shall reimburse a hospital referenced in subsection 4) or 5) of this section
a cost outlier payment for an approved discharge meeting Medicaid criteria for a cost
outlier for each Medicare DRG,

b. A cost outlier shall be subject to quality improvement organization review and approval.

c. The department shall determine the cost outlier threshold for an out-of-state claim
regarding a hospital using the same method used to determine the cost outlier threshold
for an in-state claim.

Certified Public Expenditures.

1)

2)

3)
4

a. The department shall reimburse an in-state public government-owned or operated
hospital the full cost of a Medicaid fee-for-service inpatient service provided during a
given stale fiscal year via a certified public expenditure (CPE) contingent upon approval
by the Centers for Medicare and Medicaid Services (CMS).

b. A payment shall be limited to the federal match portion of the hospital’s uncompensated
care cost for inpatient Medicaid fee-for-service recipients.

To determine the amount of costs eligible for a CPE, a hospital’s allowed charges shall be

multiplied by cost-center specific cost-to-charge ratios from the hospital’s 2552 cost report.

'The department shall verify whether or not a given CPE is allowable as a Medicaid cost.

a. Subsequent to a cost report being submitted to the department and finalized, a CPE shall
be reconciled with the actual costs reported to determine the actual CPE for the period.

b. If any difference between actual cost and submitted costs remains, the department shall
reconcile any difference with the provider.

Intensity Operating Allowance Inpatient Supplement Payments.

D

2)
3

4

3)

6)

A Stale owned or operated University Teaching Hospital, including a hospital operated by a
related party organization as defined at 42 CFR 413.17, which is operated as part of an approved
School of Medicine, shall be based on the upper payment limits as required by 42 CFR 447.272
and will be determined prospectively each year based on the difference between the total
payments made by Medicaid, excluding DSH, and the estimated Medicare payments for the same
services. The Medicare payments will be determined based on the Medicare Principles of
Reimbursement in accordance with 42 CFR 412 and 413.

The detailed formula to determine the supplemental payments is described in Exhibit B
incorporated as part of this attachment,

The prospective supplemental payments will be reconciled annually to the final cost report filed
for the rate year or prospective payment period.

Any payments made under this section are subject to the payment limitations as specified in 42
CFR 447.271, whereby the total overall payments to an individual hospital during the rate year
may not exceed the hospital’s total charges for the covered services.

Payments made under this section shall be prospectively determined quarterly amounts, subject to
a year-end reconciliation.

In the event that any payment made under this section is subsequently determined to be ineligible
for federal financial participation (FFP) by the Health Care Financing Administration, the
Department shall adjust the payments made to any hospitals as necessary to qualify for FFP,
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W.

7

Pediatric Teaching Hospital

A state designated pediatric teaching hospital that is not state-owned or operated shall receive a

quaricrly pediatric teaching supplement in an amount:

a. Calculated by determining the difference between Medicaid costs as stated on the audited
cost report filed as of June 1 each year and payments received for the Medicaid recipients
(i.e., Medicare, KMAP, TPL, and Medical Education); and including,

b. An additional quarterly payment of $250,000 ($1 million annually).

(Medicaid recipients shall not include recipients receiving services reimbursed through a
Medicaid managed care contract.)

Supplemental Payments for DRG Psychiatric Access Hospitals

D

2)

3)

For services provided on and after April 2, 2001 the Department shall provide supplemental

payments 1o certain hospitals to assure access to psychiatric services for patients in rural areas of

the Commonwealth. To qualify for psychiatric access payments a hospital must meet the

following criteria:

a. The hospital is not located in a Metropolitan Statistical Area (MSA);

b. The hospital provides at least 65,000 days of inpatient care as reflected in the
Department’s Hospital Rate data for Fiscal Year 1998-99;

C. The hospital provides at least 20% of inpatient care to Medicaid eligible recipients as
reflected in the Department’s Hospital Rate data for State Fiscal Year 1998-99; and

d. The hospital provides at least 5,000 days of inpatient psychiatric care to Medicaid
recipients in a fiscal year,

Each qualifying hospital will receive a psychiatric access payment amount based on its proportion

of the hospital’s Medicaid psychiatric days to the total Medicaid psychiatric days for all

qualifying hospitals applied to the total funds for these payments. Payments will be made on a

quarterly basis in according with the following:

Medicaid patient days
Total Medicaid patient days X Fund = Payment

Total Medicaid payments to a hospital from all sources shall not exceed Medicaid charges plus
disproportionate share payments. A hospital’s disproportionate share payment shall not exceed
the sum of the payment shortfall for Medicaid services and the costs of the uninsured. The fund
shall be an amount not to exceed $6 million annually.

Appalachian Regional Hospital System supplemental payments.

AIlDRG hospitals operating in the Commonwealth of Kentucky that belong to the Appalachian Regional
Hospital System will receive an adjusted payment equal to the difference between what Medicaid pays for
inpatient services and what Medicare would pay for those same services to Medicaid eligible individuals
or its proportionate share of $7.5 million, whichever is lower. The Upper Payment Limit as defined in 42
CFR 447.272 will be applied on a facility-specific basis as described in Exhibit A. These payments will
be made on a quarterly basis within 30 days of the end of the quarter.
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2. Acule Care Hospital Services
Y. Supplemental DRG Payments

1) The Department will pay no more in the aggregate for inpatient hospital services than the
inpatient Upper Payment Limit, as set forth in 42 CFR 447.253(b)(2) and 42 CFR 447.272. The
Dcepartment will determine the inpatient Upper Payment Limit by estimating what would be paid
for inpatient hospital services under the Medicare principles of reimbursement. The methodology
used by the Department to calculate the inpatient Upper Payment Limits can be found in
Attachment 4.19-A Exhibit A.

2) An overpayment made to a facility under this section shall be recovered by subtracting the
overpayment amount from a succeeding year’s payment to be made to the facility in accordance
with applicable federal regulations.

a. For the purpose of this attachment, Medicaid patient days shall not include enrollee days
which means a day of an inpatient hospital stay of a Medicaid recipient who is enrolled
with a managed care organization.

b. A payment made under the Supplemental DRG payments shall not duplicate a payment
made via Disproportionate share hospital distributions.

Z. Per Diem Methodology: Payment for Rehabilitation or Psychiatric or Substance Abuse Care in an In-

State Acute Care Hospital.

1) Distinct Part Unit (DPU)

The department shall reimburse for rehabilitation or psychiatric care in an in-state acute care

hospital that has a Medicare-designated rehabilitation or psychiatric distinct part unit on a per

diem basis as follows:

a. On a facility-specific per diem basis equivalent to the per diem cost reported for
Medicare distinct part unit patients on the most recently received Medicare cost report
prior to the rate year.

b. Reimbursement for an inpatient rehabilitation or psychiatric service shall be determined
by multiplying a hospital's rehabilitation or psychiatric per diem rate by the number of
allowed patient days.

c. A rehabilitation or psychiatric per diem rate shall be the sum of a rehabilitation or
psychiatric operating per diem rate and a rehabilitation or psychiatric capital per diem
rate, as appropriate,

m The rehabilitation or psychiatric operating cost-per-day amounts used to
determine the rehabilitation or psychiatric operating per diem rate shall be
calculated for each hospital by dividing its Medicaid rehabilitation or psychiatric
cost basis (as appropriate), excluding capital costs and medical education costs,
by the number of Medicaid rehabilitation or psychiatric patient days in the base
year.

(2) The Medicaid rehabilitation or psychiatric cost basis and patient days shall be
based on Medicaid claims for patients with a rehabilitation or psychiatric
diagnosis (as appropriate) with dates of service in the base year. The
rehabilitation or psychiatric operating per diem rate shall be adjusted for inflation
in accordance with Section (5)(A)(1) of this attachment.
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2. Acute Care Hospital Services

d. Computation of rates.

(1) A rchabilitation or psychiatric capital per diem rate shall be facility-specific and
shall be calculated for each hospital by dividing its Medicaid rehabilitation or
psychiatric capital cost basis by the number of Medicaid rehabilitation or
psychiatric patient days (as appropriate) in the base year.

2) The Medicaid rehabilitation or psychiatric capital cost basis and patient days
shall be based on Medicaid claims for patients with rehabilitation or psychiatric
diagnoses (as appropriate) with dates of service in the base year,

3) The rehabilitation or psychiatric capital per diem rate shall not be adjusted for
inflation.

2) Non Distinct Part Unit (Non-DPU)

The department shall reimburse for rehabilitation or psychiatric care provided in an in-state
hospital that does not have a Medicare-designated distinct part unit:

a. On a projected payment basis using:

M

A facility specific per diem basis equivalent to its aggregate projected payments
for DRG services divided by its aggregate projected Medicaid paid days.

2) Aggregate projected payments and projected Medicaid paid days shall be the sum
of:
(a) Aggregate projected payments and aggregate projected Medicaid paid
days for non-per diem DRG services as calculated by the model
established in section (2)A;
(b) Actual prior year payments inflated by the inflation factor provided by
GIL and
{c) Per diem DRG service Medicaid days; and
b. In compliance with provisions for the use of a universal rate year and taking into
consideration Medicaid policy with regard to unallowable costs as shown in (1)D and F
of this attachment.
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3. Payment [or Lon -term Acute Care Hospilal C re, In-Slate Freestanding Psychiatric or Substance Abuse Hospital

Care, and In-State Freestanding Rehabilitation Hospital Care.

A,

The department shall re’'mburse for inpatient care provided to eligible Medicaid recipients in an in-state
freestanding psychiatric hospital, in-state freestanding rehabilitation hospital, or LTAC hospital on a per
diem basis including both psychiatric or substance abuse care where applicable.

The department shall calculate a per diem rate by:

D

2)

3)

4)

5)

6)

For rates effective July 1, 2015 throu h June 30, 2019, using a hospital’s fiscal year 2014
Medicare cost report, allowable cost and paid days to calculate a base cost per day for the
hospital. Rales will be re-based every our years with adjustments for inflation in non-rebase
years, ‘'n accordance with section 5 of this attachment. For future rebasing periods beginning July
1, 2019, usin the most recently rece ved hospital fiscal year Medicare cost report at the time of
rate-setting;

Trending and indexing a hospital’s specifc cost, excluding capital cost, per day to the current
state fiscal year;

Calculatin  an avera e ba e cost per day for hospitals within similar categories, for example
rehabalitation hospitals, using the indexed and trended base cost per day;

Assign'ng no hospital a base cost per day equal'ng less than ninety-five (95) percent of the
weighted average trended and indexed base cost per day of hospitals within the corresponding
cate ory,

Applying a panty factor equivalent to aggregate cost coverage established by the DRG
reimbursement methodology described in the diagnostic related group hospital reimbursement
portion of the state plan; and

Applying available provider tax funds on a pro-rata basis to the pre-provider tax per diem
calculated in paragraphs 1 through 5 of this subsection.

In-State Hospital Minimum Qccupancy Factor.

1)

2)

If an in-state hospital’s minimum occupancy is not met, allowable Medicaid capital costs shall be
reduced by:

a. Increasing the occupancy factor to the minimum factor; and

b. Calculating the capital costs using the calculated minimum occupancy factor.

The following minimum occupancy factors shall apply:

a. A sixty (60) percent minimum occupancy factor shall apply to a hospital with 100 or
fewer total licensed beds;

b. A seventy-five (75) percent minimum occupancy factor shall apply to a hospital with 101
or more total licensed beds; and

c. A newly-constructed in-state hospital shall be allowed one (1) full universal rate year
before a minimum occupancy factor shall be applied.
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3 Payment for Long-term Acute Care Hospital Care, In-State Freestanding Psychiatric or Substance Abuse Hospital
Care, and In-State Freestanding Rehabilitation Hospital Care.

D. Reduced Depreciation Allowance. The allowable amount for depreciation on a hospital building and
fixtures, excluding major movable equipment, shall be sixty-five (65) percent of the reported depreciation
amount as shown in the hospital's cost reports.

135 Payment to a Newly-participating In-State Freestanding Psychiatric Hospital, Freestanding Rehabilitation
Hospital or a Long Term Acute Care Hospital,

1) The department shall reimburse a newly-participating in-state freestanding psychiatric hospital,
freestanding rehabilitation hospital or long term acute care hospital the minimum per diem rate
paid to hospitals in their category until the first fiscal year cost report is submitted by the hospital.

2) Upon submission of the first fiscal year cost report for a facility, the department shall reimburse
the facility a per diem rate in accordance with Section (3)B of this attachment.
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4. Payment for Critical Access Hospital Care.
A, The depariment shall pay a per diem ratc to a critical access hospilal equal to the hospital’s Medicare rate.
B. A cnitical access hospital’s final reimbursement for a fiscal year shall reflect any adjustment made by
CMS.
C Cost Report Requirements.
1) A critical access hospital shall comply with the cost reporting requirements established in the In-
State Hospital Cost Reporting Requirements section.
2) A cost report submitted by a critical access hospital (o the department shall be subject to audit and
review.
D. An out-of-state critical access hospital shall be reimbursed under the same methodology as an in-state
critical access hospital.
E. The department shall reimburse for care in a federally defined swing bed in a critical access hospital at the

same rate as established by the Centers for Medicare and Medicaid Services for Medicare.

F. Reimbursement Limit. Total reimbursement to a hospital, other than to a critical access hospital, shall be
subject to the limitation established in 42 C.F.R. 447.271.
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5. In-State Psychiatric, Rehabilitation, and Long-term Acute Care Hospitals Reimbursement Updating Procedures
including psychiatric or substance abuse care, where applicable.

A. The department shall adjust an in-state hospital’s per diem rate annually according to the following:

1) The Healthcare Cost Review, a publication prepared by Global Insight (GI) is used to
obtain to update trending and indexing factors. The most recently received first-quarter
publication is used for rate-setting. For trending and indexing factors the Total
%MOVAVG line [rom Table 6.1CY, Hospital Prospective Reimbursement Market
Basket, is used. The second quarter column of the respective year being trended/indexed

to is used.
2) A capital per diem rate shall not be adjusted for inflation.
B. The department shall, except for a critical access hospital, rebase an in-state psychiatric, rehabilitation,

and long-term acute care hospital’s per diem rate every four (4) years.

C. Except for an adjustment resulting from an audited cost report, the department shall make no other
adjustment, except for correction of error, as a result of a change resulting from a dispute resolution or
appeal (o Lhe extent rates were not set in accordance with the State Plan or Federal Court decision: or as a
result of a properly promulgated policy change and approved by CMS through a State Plan amendment.
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6. Reimbursement for Out-of-state Hospitals for Critical Access Care, Long Term Acute Care, Rehabilitation Carc

and Psychiatric Care including psychiatric or substance abuse care, where applicable.

A For inpatient psychiatric or rehabilitation care provided by an acute out-of-state hospital, the department
shall reimburse a per diem rate comprised of an operating per diem rate and a capital per diem rate.

1) The psychiatric or rehabilitation operating per diem rate shall be the median psychiatric or
rehabilitation operating per diem rate paid for all in-state acute care hospitals that have licensed
psychiatric or rehabilitation beds, as appropriate.

2) The psychiatric or rehabilitation capital per diem rate shall be the median psychiatric or
rehabilitation capital per diem rate paid for all in-state acute care hospitals that have licensed
psychiatric or rehabilitation beds, as appropriate.

3) An out-of-state hospital’s per diem rate shall not include:

a. A provider tax adjustment; or
b. Graduate medical education costs.

B. For care provided by an out-of-state freestanding long term acute care, critical access, or freestanding
psychiatric hospital, the department shall reimburse a per diem rate comprised of an operating per diem
rate and a capital per diem rate for each type of facility as appropriate.

1) The long term acute care or critical access operating per diem rate shall equal the median
operating rate, excluding graduate medical education cost or any provider tax cost, per day for
all in-state freestanding hospitals of the same type. The psychiatric operating per diem rate shall
equal seventy (70) percent of the median operating rate, excluding graduate medical education
cost or any provider tax cost, per day for all in-state freestanding psychiatric hospitals.

2) The long term acute care or critical access capital per diem rate shall be the median capital per
diem rate for all in-state freestanding hospitals of the same type. The psychiatric capital per
diem rate shall equal seventy (70) percent of the median capital rate, excluding graduate
medical education cost or any provider tax cost, per day for all in-state freestanding psychiatric
hospitals.

3 An out-of-state hospilal’s per diem rate shall not include:

a. A provider tax adjustment; or
b. Graduate medical education costs,

C. For care in an out-of-state rehabilitation hospital, the department shall reimburse a per diem rate equal to
the median rehabilitation per diem rate for all in-state rehabilitation hospitals except that an out-of-state
hospital’s per diem rate shall not include:

) A provider tax adjustment; or

2) Graduate medical education costs.

D. The department shall apply the requirements of 42 C.F.R. 447.271 to payments made pursuant to the plan
provisions shown in this section of this attachment.
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7. Supplemental Payments for a Free-standing In-state Rehabilitation Hospital:

A stale designated rehabilitation teaching hospital that is not state-owned or operated shall receive an annual
rchabilitation teaching supplement payment, determined on a per diem basis, in an amount calculated by
determining the difference between Medicaid costs as stated on the most recently received cost report each year,
and payments reccived for the Medicaid paticnts (i.c., Medicare, KMAP, TPL, and Medical Education.)
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8. Disproportionate Share Hospital Provisions
A. Definition. A disproportionate share hospilal or DSH means an in-state hospital that:

1) Has an inpatient Medicaid utilization rate of one (1) percent or higher; and

2) Meets the criteria cstablished in 42 U.S.C. 1396r-4(d).

3) Has at least 2 obstetricians who have staff privileges at the hospital and who have agreed to
provide obstetric services to individuals who are entitled to medical assistance for such services
under such State plan.

4) Meets the requirements established in section 1923(d) of the Act.

B. Disproportionate Share Hospital Distribution General Provisions. A DSH distribution shall:

1) Be made to a qualified hospital;

2) Be based upon a hospital’s proportion of inpatient and outpatient indigent care from the preceding
state fiscal year, excluding university teaching hospitals;

3) Be a prospective amount, For example, a DSH distribution made to a hospital in October 2007
shall be applied to the reimbursement for the state fiscal year beginning July 1, 2007 and ending
June 30, 2008;

4) Not be subject to settlement or revision based on a change in utilization during the year to which
it applies;

5 Be made on an annual basis;

6) Be made from a hospital’s share of the allocated pool or total disproportionate share funds with
the following allocation into three (3) pools: forty-three and ninety-two hundredths percent
(43.92%) allocated to acute care hospitals; thirty-seven percent (37%) allocated to university
hospitals; and nineteen and eight hundredths percent (19.08%) allocated to private psychiatric
hospitals and state mental hospitals, up to the maximum dollar cap from the annual federal
allotment;

7 “Type I hospital” means an in-state disproportionate share hospital with 100 beds or less that
participates in the Medicaid Program;

8) “Type II hospital” means an in-state disproportionate share hospital with 101 beds or more that
participates in the Medicaid Program, except for a hospital that meets the criteria established in
this administrative regulation for a Type III or Type IV hospital;

9 “Type III hospital” means an in-state disproportionate share state university teaching hospital,
owned or operated by either the University of Kentucky or the University of Louisvilie Medical
School; and

10) “Type IV hospital” means an in-state disproportionate share hospital participating in the Medicaid
Program that is a state-owned psychiatric hospital.

C. Disproportionate Share Hospital Distribution to a DRG-Reimbursed Acute Care Hospital. The
department shall determine a DSH distribution to a DRG-reimbursed acute care hospital by:

1) For the Federal Fiscal Year ending September 30, 2015 and September 30, 2016 by multiplying
the final SFY 2013-2014 indigent share factor by the total fund allocated to the acute care pool.

2) For the period beginning October 1, 2016 and subsequent state fiscal years, by:

a, Determining a hospital’s average reimbursement per discharge;
b. Dividing the hospital’s average reimbursement per discharge by Medicaid days per
discharge;
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8. Disproportionate Share Hospital Provisions

c. Payment for Long-tcrm Acute Care Hospital Care, In-State Freestanding Psychiatric or
Substance Abuse Hospital Carc, and In-State Freestanding Rehabilitation Hospital Care.

d. Multiplying the amount established in paragraph b by the hospital’s total number of
inpaticnt indigent carc days for the most recently completed state fiscal year to establish
the hospital’s inpatient indigent care cost for purposes of this section;

e. Determining an in-state hospital’s outpatient indigent care cost for purposes of this
section by multiplying each in-state hospital’s indigent outpatient charges by the most
recent cost-to-charge ratto used by the Department of Labor in accordance with 803 KAR
25:091;

f Combining the inpatient indigent care cost established in paragraph (c) with the
outpatient indigent care cost established in paragraph (d) to establish a hospital’s indigent
care cost total; and

g Comparing the total indigent care cost for each DRG-reimbursed hospital to the indigent
care costs of all hospitals receiving DSH distributions under the acute care pool to
establish a DSH distribution on a pro rata basis:

{1) Annual distribution to acute care hospitals shall be calculated for the period
ending September 30, 2015 and ending September 30, 2016, by multiplying the
final SFY 2013-2014 indigent care factor by the total fund allocated to the acute
care pool.

) Annual distribution to acute care hospitals shall be calculated for the period
beginning October 1, 2016 and subsequent state fiscal years, by multiplying the
annual indigent care factor for each hospital by the total fund allocated to the
acute care pool.

Disproportionate Share Hospital Distribution to a Critical Access Hospital, Rehabilitation Hospital or
Long Term Acute Care Hospital. The department shall determine a DSH distribution to a critical access
hospital, rehabilitation hospital, or long term acute care hospital:

For the state fiscal year period beginning July 1, 2008 and subsequent state fiscal years, by:

1)

2)

3)

4)

Multiplying the hospital’s per diem rate in effect as of August 1 of the state fiscal year period
included in the state fiscal year period referenced in subsection (2) of this Section by its total
number of inpatient indigent care days for the preceding state fiscal year to establish the
hospital’s inpatient indigent care cost; and

Determining an in-state hospital’s outpatient indigent care cost by mulliplying each in-state
hospital’s indigent outpatient charges by the most recent cost-to-charge ratio used by the
Department of Labor in accordance with 803 KAR 25:091;

Combining the inpatient indigent care cost established in paragraph (a) with the outpatient
indigent care cost established in paragraph (b) to establish a hospital’s indigent care cost total;
and

Comparing the indigent care cost totals for each critical access hospital, rehabilitation hospital
and long term acute care hospital to the indigent care costs of all hospitals receiving DSH
distributions from the acute care pool pursuant to state statute establishing a hospital’'s DSH
distribution on a pro rata basis.
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E. Disproport'onatc Share Hospital Distnibution to a Privale Psychiatric Hospilal. The department shall
determine a DSH distribution to a private psych atric hospital:

For the state fiscal year period be inning July 1, 2008 and subsequent state fiscal years, by:

1) Multiplying the hospital’s per diem rate in effect as of August ! of the state fiscal year period
included n the state fiscal year period referenced in subsection 2 of this Section by its total
number of inpatient indigent care days for the preceding state fiscal year to establish the
hosp tal’s mnpatient indigent care cost; and

2) Determinin  an in-state hospital’s outpatient ind: ent care cost by multiplying each in-state
hospital’s mdigent outpat ent char ¢s by the most recent cost-to-charge by the Department of
Labor in accordance with 03 KAR 25:091 or by establishing an inpatient equivalency;

3) Combining the npatient indigent care cost established in paragraph (a) with the outpatient
indigent care cost established 1n paragraph (b) to establish a hospital’s indigent care cost total;
and

4) Comparin the indigent care cost totals of each private psychiatric hospital to establish, using the
DSH unding allocated to private psychsatric hospitals, a private psychiatric hospital’s DSH
distribution on a pro rata baszs,

F. D'sproport onate Share Hospital Distribution to a State Mental Hospital. The Department shall determine
a DSH distribution to a sta e mental hospital by.

1) Comparin each state mental hospital’s costs of services provided to individuals meeting the
indigent eligibility criteria established in subsections H and I of this Section, minus any payment
made by or on behalf of the individual to the hospital; and

2) Using the DSH funding allocated to state mental hospitals to establish a state mental hospital’s
DSH distribution on a pro rata basis.

G. Disproportionate Share Hospital Distribution to a University Hospital. The department’s DSH distribution
to a university hospital shall be based on the hospital’s historical proportion of the costs of services to
Medicaid recipients, minus reimbursement paid according to the regulation related to Diagnostic related
group (DRG) inpatient hospital reimbursement, or the nondiagnostic related group inpatient hospital
reimbursement and supplemental or IOA payments, plus the costs of services to indigent and uninsured
patients minus any distributions made on behalf of indigent and uninsured patients; and

H. Indigent Care Eligibility.

1) Prior to billing a patient and prior to submitting the cost of a hospital service to the department as
uncompensated, a hospital shall use the indigent care eligibility form, DSH-001, Application for
Disproportionate Share Hospital Program, to assess a patient’s financial situation to determine if:
a. Medicaid or Kentucky Children’s Health Insurance Program (KCHIP) may cover hospital

expenses; or
b, A patient meets the indigent care eligibility criteria.
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2) An individual referred to Medicaid or KCHIP by a hospilal shall apply [or the referred assistance,
Mecdicaid or KCHIP, within th'rty (30) days of completing the DSH-001, Application for
Dispropottionate Share Hospital Program, at the hospital.

L. Indigent Care Eligibility Criteria.

1) A hospital shall receive disproportionate share hospital funding for an inpatient or outpatient
medical serv ce provided to an ndigent patient under the provisions of this attachment if the
tollowing apply:

a. The patient s a resident of Ken ucky;

b. The patient s not eligible for Medicaid or KCHIP;

c. The patient s not covered by a third-party payor;

d. The patient is not in the custody of a un t of government that is responsible for coverage
of the acute care needs of the individual;

e. The hospital hall consider all income and countable resources of the patient’s family unit
and the mily unit shall include:
(1) The patient
2) The patient’s spouse;
3) The minor’s parent or parents living in the home; and
4 Any mmor livin  n the home;

£. A household me ber who does not { 1l 'n one (1) of the groups listed in paragraph (¢) of
this subsection shall be considered a separa e family unit;

g Countable resources of a family unit shall not exceed:
(1) $2,000 for an individual;
2) $4,000 for a family unit size of two (2); and
3) Fifly (50) dollars for each additional family unit member:

h. Countable resources shall be reduced by unpaid med cal expenses of the family unit to
establish eligibility; and

i The patient or family unit’s gross income shall not exceed the federal poverty |'mits
published annually in the Federal Register and in accordance with KRS 205.640,

2) Except as provided in subsection (3) of this section, total annual gross income shall be the lessor
of:

a, Income received during the twelve (12) months preced'ng the month o receivi a
service; or

b. The amount determined by multiplying the patie t’s or family umt’s ‘ncome, as
applicable, for the three (3) months preceding the date the service was provided by four
(4).

3) A work expense for a self-employed patient shall be deducted from gross 'ncome if
a, The work expense is directly related to producing a good or service; and
b. Without it the good or service could not be produced.

4) A hospital shall notify the patient or responsible party of his eligibility for ind" ent care.
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5) If indigent care eligibility is established for a patient, the patient shall remain eligible for a period
not to exceed six (6) months without another determination.

J. Indigent Care Eligibility Determination Fair Hearing Process.

1) If a hospital determines that a patient does not meet indigent care eligibility criteria as established

n subsections H and I of this Section, the palient or responsible party may request a fair hearing
regard n the de ermination within thirty (30) days of receiving the determination.

2) If a hospital receives a request for a fair hearing regarding an indigent care eligibility
determination, impartial hospital staff not involved in the initial determination shall conduct the
hear'n within thirty (30) days of receiving the hear'ng request.

3) A farr hearin re arding a patient’s indigent care eligibility determination shall allow the
individual to:

a. Review evidence regarding the indigent care eligibility determination;

b. Cross-examune witnesses regarding the indi ent care eligibility determination;
c. Present evidence regarding the indigent care eligibility determination; and

d. Be represented by counsel.

4) A hospital shall render a fair hearing decision within fourteen (14) days of the hearing and shall
provide a copy of ts decision to:

a. The patient or responsible party who requested the fair hearing; and
b. The department.

5) A [ ir hearin process shall be terminated if a hospital reverses its earlier decision and notifies,
prior to the hearin , the patient or responsible party who requested the hearing,

6) A patient or responsible party may appeal a fair hearing decision to a court of competent
Junsdiction 1n accordance with state statute on judicial review of final order.

K. Indigent Care Reporting Requirements.

1) On a quarterly basis, a hospital shall collect and report to the department indigent care patient and
cost data.

2) If a patient meeting hospital indigent care eligibility criteria is later determined to be Medicaid or
KCHIP eligible or has other third-party payor coverage, a hospital shall adjust its indigent care
report previously submitted to the department in a future reporting period.

L. Merged Facility. If two (2) separate entities merge into one (1) organization and one (1) of the merging
entities has disproportionate status and the other does not, the department shall retain for the merged
entity the status of the entity which reported the highest number of Medicaid days paid,
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M.

Payment Limits: Limit on Amount of Disproportionate Share Payment to a Hospital.

)

2)

3)

Payments made under these prov's ons do not exceed the OBRA 93 limits described in 1923 (g)
of the Social Sccurity Act. This lim't is the sum o the following two measurcments that
determ ne uncompensated costs: (a) Med caid shortfall' and (b) costs of services to uninsured
patients less any payments received. Medicaid short 1l is the cost o services ('npatient and
outpatient) furn shed to Medicaid patients, less the amount paid under the non-d sproportionate
share hospital payment method under this state p an. The cost of serv ces fo the un nsured
includes inpatient and outpatient serv ces. Costs shall be determined by multiplying a hospital’s
cost (o charge ratio by its uncompensated charges. Uninsured patients are patients who have no
hea th insurance or other sources of third party payments for services provided during the year.
Uninsured patients include those patients who do not possess health insurance that wou d apply to
the service for which the individual sou ht treatment or who has exhausted his/her bene its.
Payments made by any unit of the Commonwea th or local overnment to a hospital for services
provided Lo indigent patient shall not be considered to be a source of third party payment.

The final hospital-spec fic DSH limut will be determined retrospectively throu h the annual DSH
examination. For a 1ven state 1scal year DSH examunation, in the even DSH payments are
found to exceed the I'mits described in subsection 1 above, funds may be redistributed 1n
accordance with state plan, Attachment 4.19.A, Section (1)(O).

Limit on Amount of Disproportionate Share Payment to a Hospital

a. A hospital’s disproportionate share payments during it fiscal year may not exceed the
sum of the payment shortfall for Medicaid recipient services and the costs of uninsured
patients. (Section 1923(g) of the Social Security Act.)

b. Payment Shortfall for Medicaid Recipient Services. The payment shortfall for Medicaid

recipient services is the amount by which the costs of inpatient and outpatient services
provided Medicaid recipients exceed the payments made to the hosp'tal or those services
excludin disproportionate share payments.
Unrecovered Cost of Uninsured/indigent Patients, The unrecovered cost of
uninsured/indigent patients 1s the amount by which the costs o ‘npat’'en and outpatient
services provided to uninsured/indigent patients exceed any ca h payments made by or on
behalf of them. An uninsured/indigent patient is an individual who has no health
insurance and meets income standards established in state law.

The disproportionate share hospital payment shall be an amount that is reasonably related to
costs, volume, or proportion of services provided to patients eligible or medical assistance and to
low income patients.

TN # 15-006
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9. Payments for Inpatient Psychiatric Facility Services for Individuals Under 22 Years of Age
A, Covered inpatient psychiatric facility services for individuals under 22 years of age provided in
psychiatric hospitals are paid in accordance with the provisions described in Attachment 4.19-A
B. Covered inpatient psychiatric facility services for individuals under 22 years of age provided in licensed
psychiatric resident treatment facilities (PRTFs) are paid in accordance with the following:
Level I PRTF
1) The department shall reimburse for Level I PRTF services and costs for a recipient not enrolled in
a managed care organization al the lesser of a per diem rate of $274.01; or the usual and
customary charge
2) The per diem rate shall be increased each biennium by 2.22 percent.
3) The per diem or the usual and customary charge if less than the per diem rate, shall represent the
total Medicaid reimbursement for Level I PRTF services and costs:
a. Including all care and treatment costs;
b Including costs for all ancillary services;
c. Including capital costs;
d Including room and board cosis; and
e Excluding the costs of drugs as drugs shall be reimbursed via the department’s pharmacy
prograin in accordance with 907 KAR 1:018,
Level 2 PRTF
1) The department shall reimburse a per diem rate as follows for Level II PRTF services and costs
for a recipient not enrolled in a managed care organization:
a. $345 for Level Il PRTF services to a recipient who meets the rate group one (1) criteria
described below;
b. $365 for Level 11 PRTF services to a recipient who meets the rate group two (2) criteria
described below;
C. $385 for Level Ll PRTF services to a recipient who meets the rate group three (3) criteria
described below; or
d. $405 for Level II PRTF services to a recipient who meets the rate group four (4) criteria
described below.
2) Rate Groups
a. Rate group one (1) criteria shall be for a recipient who:
(1 Is twelve (12) years of age or younger;
{2) Is male or female; and
(3) Is sexually reactive; or
(a) Has a severe and persistent aggressive behavior;
(b) Does not have mental retardation or a developmental disability; and
(c) Has an intelligence quotient higher than seventy (70).
TN # 15-006
Supersedes Approval Date: Effective Date: October 1, 2015

TN # 09-003




STATE: Kentucky Attachment 4.19-A

e = : - N Page 33
9. Payments for Inpatient Psychiatric Facility Services for Individuals Under 22 Years of Age
b. Rate group two (2) crileria shall be for a recipient who:
(1 Is twelve (12) years of age or younger;
(2) Is male or female; and
(3) Is sexually reactive; and
(a) Has a severe and persistent aggressive behavior;
{b) Does not have mental retardation or a developmental disability; and
(c) Has an intelligence quotient higher than seventy (70).
c. Rate group three (3) criteria shall be for a recipient who:
(1) Is thirteen (13) years of age or older;
(2) Is male or female; and
{3) Is sexually reactive; or
{a) Has a severe and persistent aggressive behavior;
(b) Does not have mental retardation or a developmental disability; and

(c) Has an intelligence quotient higher than seventy (70).

d. Rate group four (4) criteria shall be for a recipient who:
(D Is thirteen (13) years of age or older;
{2) Is male or female; and

{3) Is sexually reactive; and
(a) Has a severe and persistent aggressive behavior;
{b) Does not have mental retardation or a developmental disability; and
(c) Has an intelligence quotient higher than seventy (70).

e. Rate group four (4) criteria also includes the following for a recipient who:
(n Is under twenty-two (22) years of age;
2) Is male or female; and

{3) Is sexually reactive; or
(a) Has a severe and persistent aggressive behavior;
(b) Has mental retardation or a developmental disability; and
(c) Has an intelligence quotient lower than seventy (70).
C. The per diem rates referenced in this section, or the usual and customary charge if less than the per diem
rate, shall represent the total Medicaid reimbursement for Level 11 PRTF services and costs:
3] Including all care and treatment costs;
2) Including costs for all ancillary services;
3) Including capital costs;
4) Including room and board costs; and
5) Excluding the costs of drugs as drugs shall be reimbursed via the department’s pharmacy
program;
D. The department shall annually evaluate each per diem rate for Level II PRTF services and costs by

reviewing the most recent, reliable claims data and cost report data to analyze treatment patterns,
technology, and other factors that may alter the cost of efficiently providing Level 11 PRTF services.

E. The department shall use the evaluation, review, and analysis to determine if an adjustment to the Level 11
PRTF reimbursement would be appropriate,

TN # 15-006
Supersedes Approval Date: Effective Date: October 1, 2015
TN # 09-003




STATE: Kentucky Attachment 4.19-A

— ) _ Page 34
Deleted 10/1/15
TN # 15-006
Supersedes Approval Date: Effective Date: October 1, 2015

TN # 09-002



STATE: Kentucky Aultachment 4.19-A

i = Page 35 .
Deleted 10/1/15

TN # 15-006

Supersedes Approval Date: Effective Date: October 1, 2015

TN # 09-003



STATE: Kentucky Attachment 4.19-A

Page 35.1
Deleted 10/1/15
TN # 15-006
Supersedes Approval Date: Effective Date: Qctober 1, 2015

TN # 12-005



STATE: Kenlucky Altachment 4.19-A

Pape 35.2
Deleted 10/1/15
TN # 15-006
Supersedes Approval Date: Effective Date: October 1, 2015

TN # 12-005



STATE: Kentucky Attachment 4.19-A

Page 36
Deleted 10/1/15
TN # 15-006
Supersedes Approval Date: Effective Date: October 1, 2015

TN # 09-003



STATE: Kentucky Attachment 4.19-A

Page 37
Deleted 10/1/15
TN # 15-006
Supersedes Approval Date: Effective Date: October 1, 2015

TN # 09-003



STATE: Kentucky Attachment 4.19-A

Page 39
Deleted 10/1/15
TN # 15-006
Supersedes Approval Date: Effective Date: October 1. 2015

TN # 09-003



STATE: Kentucky Attachment 4.19-A
Exhibit A

Page 1

Kentucky Department for Medicaid Services
Upper Payment Limit Methodology

This describes the methodology for calculating the Commonwealth of Kentucky's ("Commonwealth") inpatient hospital
upper payment limits ("UPLs"). The Department's UPL methodology is in accordance with UPL guidance set forth by the
Centers for Medicare and Medicaid Services ("CMS").

Overview of the Upper Payment Limit Methodology

The Commonwealth estimated the inpatient UPLs for the most recent state fiscal year by calculating a reasonable estimate
of what would have been paid for Medicaid services using Medicare payment principles, by provider class. If the
Medicaid payments for those services were equal to or less than the reasonable estimate of what would have been paid
using Medicare payment principles, the Commonweaith met the UPL test.

For the inpatient hospital UPL analysis, the Commonwealth used various approaches to estimate what hospitals would
have been paid using Medicare payment principles. These approaches are summarized as follows:

. Private and non-state governmental owned acute hospitals: Eslimated payments under the Medicare Inpatient
Prospective Payment System ("IPPS") payment methodology for the Federal Fiscal Year ("FFY") that most
closely matches the UPL time period

. Privately-owned psychiatric and rehabilitation distinct part units ("DPU"}): Eslimated costs using the Medicare
TEFRA approach (same approach as the outpatient analysis)

. State-owned or operated inpatient hospitals: Comparison of case-mix adjusted payment per discharge between
Medicare and Medicaid for the UPL time period. These calculations have been made separately and are not

included in this narrative.

Overview of Data Used for Analysis

The following data sources were used in the UPL calculations:

. Fee-for-service ("FFS") inpatient Medicaid claims data from the Medicaid Management Information System
("MMIS") for with dates of service that are within the UPL time period

. Most recently available Form CMS 2552 ("Medicare cost report”) data extracted from the Healthcare Cost Report
Information System ("HCRIS") dataset

. Supplemental Medicaid payment data from the Commonwealth as calculated in accordance with sections found in
Attachment 4.19-A.

Development of UPL, Analysis

The following summarizes the steps involved in the development of the UPL amounts for inpatient hospital services.

TN # 15-006
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Kentucky Department for Medicaid Services
Upper Payment Limit Methodology
Step 1: Assigned Providers Into Provider Classes
Step 2: Calculated Recasonable Estimale of What Would Have Been Paid Under Medicare Payment
Principles
Step 3: Determined Total Payments for Medicaid Services
Step 4: Compared Medicare Payments to Medicaid Payments for Each Provider Class

Each step is described in detail below,
Step 1: Assigned Providers Into Provider Classes

Per Federal UPL regulations, hospitals were placed into three provider classes:

. State-owned or operated
. Non-state government-owned or operated
. Privately-owned or operated

These provider class designations were determined via correspondence with staff from the Kentucky Office of the
Inspector General, Division of Health Care Facilities and Services.

Kentucky Medicaid reimburses critical access hospitals, freestanding psychiatric hospitals and freestanding rehabilitation
hospitals on a price basis using Medicare cost apportionment methodologies. As such, UPL calculations for these
providers will be cost-based using MMIS data and Medicare cost finding principles. Medicaid routine costs will be
determined by multiplying MMIS days by hospital-specific routine cost per diems from D-1 part II, line 38 of the
Medicare cost report. Similarly, Medicaid ancillary costs will be determined by multiplying MMIS charges by hospital-
specific cost-to-charge ratios from C part I, column 9 of the Medicare cost report.

Step 2: Calculated Reasonable Estimate of What Would Have Been Paid Under Medicare Payment Principles
Inpatient UPL analysis

There are several approaches to estimating Medicare payments for inpatient services, depending on the type of facility.
These approaches are described as follows.

A Non-state governmental and Privately-Owned Acute Hospitals

Kentucky Medicaid reimburses FFS acute inpatient hospital claims on a prospective basis using the Medicare
Diagnosis Related Group ("DRG") Grouper. As such, it was reasonable to estimate what

TN # 15-006
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Kentucky Department for Medicaid Services
Upper Payment Limit Mcthodology

payments would have been under the Medicare Inpatient Prospective Payment System ("IPPS") methodology for the same
services paid by Medicaid during the UPL time period. The steps to estimating the Medicare IPPS payments arc described
as follows:

1) Medicare Rate Data: Medicare IPPS rate components were extracted from following sources (shown in Table 1)

Table 1: Medicare IPPS Rate Components

Medicare IPPS Rate Component Source

. National Adjusted Operating Standardized
Amounts, broken out by Labor and Non-Labor
Components
. Capital Standard Federal Payment Rates "Final Rule” Federal Register
Diagnosis Related ("DRG")
Classifications, Relative Weights and Geometric
Mean Average Length of Stay ("GLOS")

. Post Acute Transfer DRGs
. Wage indices CMS IPPS Final Rule
. Geographic Adjustment Factors ("GAF") Data Files and Tables
° Operating IME Adjustment Factors
. Capital IME Adjustment Factors
. Other Hospital ("HSP") Factors
. Medicare Hospital Aggregate Operating and
Capital CCRs
. Quarterly Price Index Levels CMS PPS Hospital Input Price
Index Levels, published by
GLOBAL INSIGHT
TN # 15-006
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Kentucky Department for Medicaid Services
Upper Payment Limit Mecthodology

2) Medicare IPPS Rates: Medicare payment rates were determined as follows:

a) Acute Base Rates: Operating and capital acute base rates were calculated for each hospital. For operating,
the labor portion of the National Adjusted Operating Standardized Amount was adjusted by facility wage
index. For capital, the full Capital Standard Federal Payment Rate was adjusted by facility GAF.

b) Indirect Medical Education ("IME") Factors: operating and capital IME factors were obtained from the
Medicare IPPS Final Rule public use file. .

c) Disproportionate Share Hospital ("DSH") Payment per Discharge Factors: DSH factors were determined
for each hospital using Medicare DSH payments amounts and discharge information reported on the
Medicare cost report.

d) Hospital-Specific ("HSP") Factor: Operating HSP factors were extracted from the IPPS Final Rule public

use file for qualifying Sole Community Hospitals and Medicare Dependent Hospitals.

3) Development of Inpatient Paid Claims Database: Payments under the annual FFY IPPS methodology were
calculated using Medicaid inpatient claims. Payments were calculated based on the assigned DRG classification,
discharge status, submitted charges and length of stay from the claims data.

a) Non-transter claims: For claims where the patient was not discharged to another hospital, DRG payments
were estimated by multiplying the DRG relative weight by the operating and capital base rates. For
qualifying hospitals, IME, DSH and HSP payments were estimated by multiplying the respective factors
by the operating and capital DRG paymenlts.

b) Normal Transfer Claims: For claims where the patient was discharged to another hospital and the DRG
was not designated as special post-acute transfer, payments were estimated based on the transfer
adjustment.

i. The transfer adjustment was calculated as follows:
(Length of stay +1)(DRG GLOS)
TN # 15-006
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Kentucky Department for Medicaid Services
Upper Payment Limit Methodology
ii. If the transfer adjustment was less than 1.0, payments were estimated by multiplying the total

payment under the non-transfer claim methodology by the transfer adjustment

ii. If the transfer adjustment was greater than or equal to 1.0, payments were estimated using the
non-transfer claim methodology

c) Special Post-Acute Transfer Claims: For claims where the patient was discharged to another hospital and
the DRG was designated as a special post-acute transfer, payments were estimated based on the special
transfer adjustment;

i. The special transfer adjustment was calculated as follows: 0.5 +[((Length of stay +1)*0.5)/(DRG
GLOS))

ii. If the special transfer adjustment was less than 1.0, payments were estimated by multiplying the
total payment under the non-transfer claim methodology by the special transfer adjustment

iii. If the special transfer adjustment was greater than or equal to 1.0, payments were estimated using
the non-transfer claim methodology

d) Qutlier Claims: A claim qualified for an outlier payment if the total costs, estimated by multiplying
Medicare hospital aggregate CCRs by submitted charges, exceeded the total outlier threshold. The total
outlier threshold equaled the sum of the Medicare IPPS fixed loss amount and the full DRG payment,
including IME and DSH payments. For transfer claims, the outlier threshold was multiplied by the
transfer adjustment.

If a claim qualified for an outlier payment, outlier payments were calculated as follows:
i, Outlier payment:
[(Claim Cost) - (Outlier Threshold)]*(Marginal Cost Factor)

i, Marginal cost factor: 90% for DRGs with an MDC of 22 (Burn) and 80% for all other DRGs

€) Medicare payments were determined for every inpatient claim, resulting in an inpatient paid claims
database
TN # 15-006
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Kentucky Department for Medicaid Services
Upper Payment Limit Methodology
f) Using the inpatient paid claims database, Medicare payments by provider were determined.

4) Medicare IPPS Direct GME payments: Medicare reimburses teaching hospitals for the Direct GME costs related
to the Medicare program. Medicare direct GME payments were estimated by determining the direct GME cost
related to the Medicaid program. Direct GME payments were calculated as follows:

a) Total provider direct medical education costs were estimated using Medicare GME payments and
discharge information reported on the Medicare cost report. Medicare GME payments were divided by
reported discharges to determine a per discharge GME cost. b) The Medicaid portion of the direct GME
costs was estimated by multiplying Medicaid days times the GME payment per discharge determined in
paragraph a.

5) Other Medicare IPPS Payments: Additional Medicare payments were added to the UPL demonstration for
various payment programs from E part A of the cost report, including:
o High Percentage ESRD Beneficiary Discharges (Acuity Adjusted)
New Technology Add-ons {Acuity Adjusted)
Credits Received from Manufacturers for Replacement Devices (Acuity Adjusted)
Organ Acquisition Costs
Cost of Teaching Physicians
Routine Service Pass-Throughs
o Ancillary Services Pass-Throughs
Acuity adjusted payments were divided by the ratio of Medicaid case mix index (CMI) to Medicare CMI to
account for differences in patient acuity between the two demographics. Payments were then divided by total
discharges reported on the Medicare cost report and multiplied by Medicaid discharges to estimate the Medicaid
portion of the costs.

00000

B. Psychiatric and Rehabilitation DPUs

Kentucky Medicaid reimburses all claims from psychiatric and rehabilitation DPUs on a per diem payment basis.
As such, it was not reasonable to estimate payments under Medicare's Inpatient Psychiatric Facility Prospective
Payment System ("IPF PPS") or Inpatient Rehabilitation Facility Prospective Payment System ("IRF PPS™)
Methodologies. In lieu of replicating Medicare's payment methodologies, the Commonwealth used estimated
TEFRA costs as a reasonable proxy for Medicare payments for hospital DPU claims.

Inpatient services include both routine and ancillary costs. Routine costs were estimated by applying cost per
diems from the appropriate subprovider line on D-1 part II of the Medicare cost report to Medicaid patient days
reported by the MMIS, while ancillary costs were estimated by applying cost-to-charge ratios from C part I,
column 9 of the Medicare cost report to Medicaid claim ancillary charges reported by the MMIS, MMIS charges
were allocated to Medicare cost centers utilizing hospital-specific groupings on subprovider worksheet D-3, Title
XIX of the Medicare cost report.
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1) Inflation Factors: After routine and ancillary costs were calculated for each hospital DPU, inflation
factors were developed to inflale costs to the UPL time pcriod.
a) Price index levels were extracted from the CMS Prospective Payment System Hospital Input
Price Index
b) The midpoint of each hospital Medicare cost report fiscal year was determined
c) Inflation factors were calculated based on the percentage change in Price Index Levels from the

midpoint of each hospital's Medicare cost report to the midpoint of the UPL time period
Step 3: Determined Total Payments for Medicaid Services
For the inpatient hospital analyses, Medicaid FFS payments for each hospital were determined based on amounts reported
in the MMIS for each claim in the FFS claims data. Other supplemental Medicaid payments amounts received from the
Commonwealth were included in the inpatient UPL analysis. The Medicaid payments included in the UPL analysis are

described detail below:

A. FFS Medicaid Payments: Using the inpatient paid claims databases from the MMIS, total FFS Medicaid inpatient
payments were calculated by summing all applicable Medicaid payment fields for each hospital.

B. Other Supplemental Inpatient Medicaid Payments:;
1) Direct GME Payments: Based on Medicaid direct graduate medical education payments,

2) Intensity Operating Allowance ("IOA") Payments: Based on Medicaid IOA payments to teaching
hospitals.

3) Level II Neonatal Payment: Based on Medicaid Level 1l Neonatal payments to Central Baptist (if
applicable)

4) All other payments that may be made determined on a year by year basis.
Step 4: Compared Medicare Payments to Medicaid Payments for Each Provider Class

After calculating Medicaid payments and a reasonable estimate of Medicare payments for each hospital, subtotals were
calculated for each provider class. The remaining limit for each provider class was determined by subtracting total
Medicaid payments from total estimated Medicare payments. If the difference was positive, there was remaining limit,
and the provider class passed the UPL test. If the difference was negative, there was no remaining limit, and the provider
class did not pass the UPL test.
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OS Notification
State/Title/Plan Number: KY 07-010
Type of Action: SPA Approval
Required Date for State Notification:

Fiscal Impact: FY 2008 § 14,020,000 Federal Share
FY 2009 § 14,020,000 Federal Share

Number of Services Provided by Enhanced Coverage, Benefits or Retained
Enrollment: 0

Number of Potential Newly Eligible People: 0

Eligibility Simplification: No

Provider Payment Increase: Yes

Delivery System Innovation: No
Number of People Losing Medicaid Eligibility: 0 Reduces Benefits: No

Detail:

Effective October 15, 2007 this amendment modifies the State's reimbursement methodology for setting payment rates for
inpatient hospital services. Specifically, the amendment provides for a rebasing of the diagnosis-related groups base rates
and relative weight, adds a high volume per diem payment methodology based on Medicaid utilization and deletes
obsolete language.

Other Considerations: This OSN has been reviewed in the context of the ARRA and
approval of the OSN 1s not in violation of ARRA provisions.

We do not recommend the Secretary contact the governor.

CMS Conlact: Stanley Fields, NIRT 502-223-5332
Venesa Day, NIRT 410-786-8281
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Certified Public Expenditures incurred in providing services to Medicaid and individuals with no source of third
party insurance.

The Kentucky Medicaid Agency uscs the CMS Form 2552 cost report for ils Medicaid program and all acute care
hospitals must submit this report each year. The Agency will utilize Worksheet Series S, B, C and D to determine the cost
of services provided to Medicaid recipients and services to individuals with no source of third party insurance to be
certified as public expenditures (CPE) from the CMS Form 2552 for inpatient services provided by hospitals. The Agency
will use the protocol as described below.

Interim Payment

Interim payments will be made through the state Medicaid Management Information System (MMIS) and paid based on
the approved Diagnosis Related Grouper (DRG) payment, per dicm payments, fee schedule payments and/or dedicated
on-demand payments through the state eMARS system.

Cost of Medicaid

1. Interim Reconcilintion of Interim Medicaid Inpatient Hospital Payment rate Post Reporting Year: Upon
completion of the State fiscal year, each hospital's interim payments and supplemental payments will be
reconciled to its CMS Form 2552 cost report as filed to the fiscal intermediary (F1) for purposes of Medicare
reimbursement for the respective cost reporting period. For hospitals that have a cost reporting period that differs
from the State fiscal year end date of June 30th, the cost reports that overlap the State fiscal year will be used for
the calculation. The reconciliation will occur upon receipt of the electronic CMS Form 2552 cost report that
includes the June 30th fiscal year end of the State.

The State will apply the cost per diems calculated on the Medicare Worksheet D-1 Part 11 lines 38 and 42-47 to
the respective routine days from Worksheet S-3, Part 1, Medicaid column, to determine Medicaid routine service
cost for acute services. The cost per diem calculated on Medicare Worksheet D-1, Part 11, line 38 for each
subprovider will be applied to the respective days on worksheet S-3, Part 1, Medicaid column. Cost to charge
ratios calculated on the Medicare Worksheet D-4 or D-3 will be applied to the Medicaid inpatient ancillary
charges related to CMS ancillary service cost centers to determine Medicaid inpatient ancillary service cost. A
calculation will be made to add back the cost of graduate medical education to the cost per diems and cost to
charge ratios, if removed as a step-down adjustment on Worksheet B, Part I columns 22 and 23. The Medicaid
days and charges are reconciled to MMIS paid claims data.

In addition to the cost calculated through application of cost per diems to routine service days and cost to charge
ratios to ancillary charges, a calculation of organ acquisition cost will be made for transplant approved hospitals
eligible to certify public expenditures.

TN No. 15-006
Supersedes Approval Date: Effective Date: October 1, 2015
TN No. 11-005
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The Worksheet D-6 or D-4 series with the inclusion of medical education cost as stated above for each organ will
be used to delermine organ acquisition cost. The total amount of Medicaid organ acquisition cost will be
calculated as follows: Total organ acquisition cost per Worksheet D-6 or D-4 Part I Line 53 or 61 divided by
Total usable organs per Worksheet D-6 or 0-4 Part III Line 54 or 62 times number of Medicaid organs (fee for
service) transplanted during the year.

Tolal Medicaid inpatient cost therefore will be the sum of routine service cost, ancillary service cost, graduate
medical education cost, and organ acquisition cost. Any Medicaid payments (other than the interim payments
provided in this protocol) and third party and client responsibility payments are deducted from the total Medicaid
inpatient cost to determine the certifiable amount. The State will compare the interim payments made to the
interim Medicaid cost computed here for each hospital. Any difference to the reimbursement amount will be
recorded as an adjustment on the CMS 64 report.

2. Final Reconciliation of Interim Medicaid Inpatient Hospital Payment Rate Post Reporting Year: Upon issuance of
a Notice of Program Reimbursement for CMS Form 2552 cost report(s) that incorporate the State fiscal year, each
hospital's interim reconciliation will be reconciled to its CMS Form 2552 cost report as adjusted by the fiscal
intermediary (FI) for purposes of Medicare reimbursement for the respective cost reporting period(s). For
hospitals thal have a cost reporting period that differs from the State fiscal year end date of June 30th, the cost
reports that overlap the State fiscal year will be used for the calculation.

The State will apply the cost per diems calculated on the Medicare Worksheet D-1 Part I lines 38 and 42-47 to
the respective routine days from Worksheet §-3, Part 1, Medicaid column to determine Medicaid routine service
cost for acute services. The cost per diem calculated on Medicare Worksheet D-1, Part 1I, line 38 for each
subprovider will be applied to the respective days on Worksheet $-3, Part 1, Medicaid column. Cost to charge
ratios calculated on the Medicare Worksheet 0-4 or D-3 will be applied to the Medicaid inpatient ancillary
charges related to CMS ancillary service cost centers to determine Medicaid inpatient ancillary service cost. A
calculation will be made to add back the cost of graduate medical education to the cost per diems and cost to
charge ratios, if removed as a step-down adjustment on Worksheet B, Part 1 columns 22 and 23. The Medicaid
days and charges are reconciled to MMIS paid claims data.

In addition to the cost calculated through application of cost per diems to routine service and cost to charge ratios
to ancillary charges, a calculation of organ acquisition cost will be made for transplant approved hospitals eligible
to centify public expenditures. The Worksheet D-6 or D-4 series with the inclusion of medical education cost as
stated above for each organ will be used to determine organ acquisition cost. The total amount of Medicaid organ
acquisition cost will be calculated as follows: Total organ acquisition cost per Worksheet D-6 or D-4 Part Il Line
53 or 61 divided by Total usable

TN No: 15-006
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organs per Worksheet D-6 or D-4 Part 111 Line 54 or 62 times the number of Medicaid organs (fee for service)
transplanted during the year.

Total Medicaid inpatient cost therefore will be the sum of routine service cost, ancillary service cost, graduate
medical education cost, and organ acquisition cost. Any Medicaid payments other than the interim payments
provided in this protocol and third party and client responsibility payments are deducted from the total Medicaid
inpatient cosl to determine the certifiable amount. The State will compare the final reconciliation to the interim
reconciliation for each hospital. Any difference to the Medicaid cost will be recorded as an adjustment on the
CMS 64 report.

TN No: 15-006
Supersedes Approved Date: Effective Date: October 1, 2015
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CABINET FOR HEALTH AND FAMILY SERVICES
DEPARTMENT FOR MEDICAID SERVICES

Steven L. Beshear 275 East Main Street, 6W-A Audrey Tayse Haynes

Governor P: (502) 564-4321 Secretary
F: {502) 564-0509
Frankfort, KY 40621

L
www.chfs.ky.gov isa Lee

Commissioner

October 6, 2015

DHHS/CMS

Attn: Jackie Garner, Consortium Administrator
Chicago Regional Office

233 North Michigan Avenue, Suite 600
Chicago, IL 60601

RE: Kentucky State Medicaid Health Information Technology Plan: Environmental Scan
Contract Review and Approval

Dear Ms. Garner:

The Kentucky Cabinet for Health and Family Services (CHFS) is requesting expedited review and
approval for the Kentucky Environmental Scan contract being conducted by the University of
Kentucky's Research Foundation to support the State Health information Technology Plan. CHFS
respectfully asks for expedited review of this contract.

Please contact me at (502) 564-4321, ext. 2009 if you have any questions.

Sinceraly,

L fd

Lisa Lee
Commissloner
Kentucky Department for Kentucky Medicaid Services

———
.

Ke Y
KentuckyUnbridledSpirit.com UNBRIDLED SPIRIT —dP-~ An Equal Opportunity Employer M/F/D
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CABINET FOR HEALTH AND FAMILY SERVICES
DEPARTMENT FOR MEDICAID SERVICES

Steven L. Beshear 275E st Main Stre 1 6W A Audrey Tayse Haynes
Governor P (502)564 4 1 Secretary
F (502) 564-0509
Frankfort, KY 40621 Lisa Lee
www.chfs ky gov Commissioner

October 7, 2015

DHHS/CMS

Atlanta Regional Office

Attn: Jackie Glaze, Associate Regional Admini rator
61 Forsyth Street, Suite 4T20

Atlanta, GA 3030 8909

RE: Kentucky MEMS Project — Medicaid Waiver Management Application Enhancement
Project

Dear Ms. Garner:

Th Kenucky C bnet for Health and Family S rvic (CHFS) respectfully request expedited
review and approval of the attached St tement of Work (SOW) for the Medicaid W iver
Management Application (MWMA) Enhancement Project. Deloi Consulting LLLP will provide the
consulting ervices described n this SOW under MA 7 80130000 92 previously approved by CM .

Th  SOW will allow Kentucky to enhance existing MWMA functionality to support the following
objec wes

* Implement the CMS F nal Rule regarding Home and Community Based Service (HCBS)
Waiver programs

* Implement upcomngs te regulatory changes o the six Kentucky Medicaid Waiver
programs and new requirement resuit ng from he redesign f the Medicaid Waiver
program.

Plea e cont ct me at (502) 564-4321, ext. 2009 if you have ny qu stions.

Sinc ly,

Lisa Lee
omm ssioner
Kentucky Departmen for Kentucky Medicaid Serve

A

KentuckyUnbridledSpirit.com UNBRIDLED SPIRIT An Equal Opportunity Employer M/F/D



CABINET FOR HEALTH AND FAMILY SERVICES
DEPARTMENT FOR MEDICAID SERVICES

Steven L, Beshear 275 East Main Street, 6W-A Audrey Tayse Haynes
Governor P (502} 564-4321 Secretary
F. (502) 564-0509
Frankfort, KY 40621

Lisa L
www.chls ky.gov ee

Commissioner
November 5, 2015

DHHS/CMS

A lanta Regional Office

Aftn: Jackie Glaze, Associate Reg onal Admimis rator
Division of Medicaid & Children's Heal h Operations
61 Forsyth Street SW, Suite 4T20

Atlanta, GA 30303 8909

RE: Kentucky's Review Request for Pharmacy Benefits Manager AAPDU#3
Dear Ms. Glaze:

The Kentucky Cabinel for Health and Fam ly Services {(CHFS} requests your review and approval of the
attached Pharmacy Benefit Manager Annual Advance Planning Document Update AAPDU#3. The
Commonwealth is requesting three items

s The Commonwealth asks for approval to execute the firs of the PBM vendor contract optional
extension years beginning January 1, 016 through December 31, 2016. The initial PBM vendor
contract became effective January 1, 014, con ns a base penod of two (2) years, expires on
December 31, 2015, and includes three (3) additional one (1) year optional extensions.

» The Commonwealth requests approval to carry forward $2,39 ,103 previously approved by CMS
n AAPDU#2. This amount is for work performed through December 31, 2015, as approved n
AAPDU#2.

» DMS Is requesting new funding from CMS for AAPDU#3 in the amount of $3,666,024. The
funding is segmented a follows.

Request 75% Federal ma ch of $§ 666,024 (Federal share of $2,749,518 and
Commonw alth share of $916,506). The ommonwealth will use th s fund ng through
Federal Fiscal Year (F Y) 2016 for the Pharmacy Benefits Management (PBM) sy em.

Please contact Stacy Fish at (502) 564-0105, ext 2925, if you have any questions.

Sincerely,

Lisa Lee
Commuissioner

——

KentuckyUnbridledSpirit.com K UNBRIDLED SFPIR 'ry An Equal Opportunity Employer M/F/D
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