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Rate Reform Timeline

NAVIGANT



Revised Baseline Models

NAVIGANT



Revised Baseline Models

Revised Baseline Model assumptions

» Based on input from the various members of the hospital TAG, HFS
has determined that the evaluation of inpatient and outpatient models
should move forward concurrently, so that the combined payment
Impacts for both inpatient and outpatient services can be considered.

» Also based on stakeholder input, HFS is analyzing the impact of
Including GRF static supplemental payments and MPA/MHVA
payments in the new claim-based payment system funding pools.
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Revised Baseline Models

Revised Baseline Model assumptions (continued)

» Revised preliminary models are “baseline” without policy adjusters for
discussion purposes only, and should not be considered HFS’
recommended approach.

»  These baseline models should be considered only as a starting point
for discussions related to establishing appropriate funding levels
(within budget neutrality parameters) by provider, provider type,
service line or other relevant factors.

NAVIGANT



Revised Baseline Models

Revised Baseline Model assumptions (continued)

»  For both inpatient and outpatient, HFS has prepared 2 baseline model
versions without policy adjusters:
> Model A: GRF static supplemental payments and MPA/MHVA payments

Included in the new DRG/EAPG system funding pool; assessment
payments excluded.

> Model B: MPA/MHVA payments included in the new DRG/EAPG system
funding pool; GRF static supplemental payments and assessment
payments excluded.

»  Payments have not been allocated between inpatient and outpatient in

revised baseline models.
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Revised Baseline Models

Revised Baseline Model assumptions (continued)

» Revised baseline models show projected payment impact before and
after SMART Act reductions.

> New system DRG/EAPG funding pools for each category of service are
based on current system payments before SMART Act reductions.

> New system estimated payments under baseline models result in more
funds being subject to the SMART Act reductions than in the current

system.

NAVIGANT



Revised Baseline Models

Revised Baseline Model assumptions (continued)

» Revised baseline models show projected payment impact with and
without “Year 1” transitional adjustments:

> Under the Year 1 transition, the modeled payment change for each
provider, by Category of Service, is limited to a five percent gain or loss.

> Model AYear 1 transitional DRG/EAPG payments have been reduced by
GRF static supplemental payments under the assumption that
supplemental payments will remain separate from claim-based payments
In the first year.

NAVIGANT



Revised Inpatient
Baseline Models

NAVIGANT



Revised Inpatient Baseline Models

Revised Inpatient Baseline Model Assumptions

»  No policy adjusters or provider adjustments (except for wage index
adjustments to rates)

»  Specialty services payment based on flat per diem rate, adjusted by wage
Index

»  Modeled rates are designed to make each category of service budget
neutral to target expenditures for Model A and Model B

» COS 20 - Acute > COS 22 — Rehabilitation
> COS 21 - Psychiatric » COS 20 - LTAC

NAVIGANT



Revised Inpatient Baseline Models

Revised Inpatient Model Adjustments

» TPL Claims: Based on provider feedback, HFS has identified
non-representative (or outlier) TPL payment amounts reported
In the claims data. Removed 2 claims totaling $14 million.

» |dentification and removal of these claims raises additional
guestions:

>
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Should all claims with TPL amounts equal to or exceeding the
Medicaid allowed amount be removed from our modeling analysis?

If not, should the payment amount in the claim record be adjusted to
reflect the Medicaid allowed amount?

NAVIGANT



Revised Inpatient Baseline Models

Revised Inpatient Model Adjustments (Continued)

»

Allocated payments from maternity claims to zero-paid normal newborn
claims (current system only — not for revised APR-DRG system):

>
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Determined the normal newborn payment add-on embedded in each
maternity claim based on the ratio of 0.2012 to the total maternity CMS-
DRG relative weight.

Determined by hospital the average normal newborn add-on payment per
maternity claim and assigned the amount to each zero-paid normal
newborn claim.

Determined the aggregate payments allocated to normal newborn claims
and reduced maternity payments by the same amount.

Resulting allocations were budget neutral for each provider.

NAVIGANT



Revised Inpatient Baseline Models

Revised Inpatient Model Adjustments (Continued)

» Transplants claims: To be consistent with the current system,
separate APR-DRG payments were modeled for the pre-
transplant service, the transplant operation and the post-
transplant service (previous inpatient models merged these
Into one DRG payment).

NAVIGANT



Revised Outpatient
Baseline Models

NAVIGANT



Revised Outpatient Baseline Models

Revised Outpatient Baseline Model Assumptions

»  No policy adjusters or provider adjustments (except for wage index
adjustments to rates)

» Includes all institutional services billed from hospitals, and excludes NIPS
and ASTC and dialysis center claims

»  Model uses EAPG default settings

»  Modeled rates are designed to make each category of service budget
neutral to target expenditures for Model A and Model B

> COS 24 and 25 - Acute
> COS 27 and 28 — Psychiatric
> COS 29 — Rehabilitation

NAVIGANT



Next Steps

NAVIGANT



Next Steps

For Next TAG Meeting

» Update inpatient and outpatient models for 2011 paid claims
data
> Update inpatient model to v.30 APR-DRG and new national weights
> Address question related to TPL claims

> Address change in payment method for Rehabilitation “APL 6
claims

> Prepare both inpatient and outpatient models with the same
modeling parameters used with the 2009 data

> Budget neutrality pool will be “reset” using 2011 claims payments
(including MPA/MHVA amounts), along with the 2011 GRF Static
Payments (adjusted for Smart Act changes)
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Questions to be Considered:

1. Which model should the Department continue to focus on —
Aor B?

2. Should some inpatient funding be reallocated to outpatient
services? If so, how should amounts to be reallocated be
determined?

3. Should the Department consider service-related policy
adjusters? If so, for what services?

 Perinatal?
e Trauma?
e Qther?

NAVIGANT



Questions to be Considered (Continued):

4. Should the Department consider provider-related policy
adjusters?
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Safety Net?
Trauma?
Children’s?
Teaching?
Other?

NAVIGANT



Questions to be Considered (Continued):

5.
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Would it be appropriate to continue some form of lump sum
supplemental payments (see 4. above)?

Would it be appropriate to consider some level of
assessment proceeds as payments to target specific
services or providers?

NAVIGANT



Questions and Discussion

NAVIGANT



Hospital Reimbursement Reform Implementation Plan

The following outlines the timelines and significant operational phases (Shadow Pricing and MMIS
Testing) relative to the implementation of Hospital reimbursement reform by April 1, 2014.

I. Timeline

April 1, 2013 to June 30, 2013: Bi-weekly TAG meetings to finalize model for both inpatient and
outpatient methodology.

July 1, 2013: Methodology finalized and rules begin to be drafted. Begin shadow pricing of claims.

July 1, 2013 to September 30, 2013: Department provides individual hospitals with twelve months of
shadow pricing of adjudicated claims (10/1/12 to 9/30/13)

September 1, 2013: Proposed rules filed with JCAR

October 1, 2013 to March 31, 2014: Programming and testing of new payment model

December 31, 2013: Complete JCAR approval

April 1, 2014: GO LIVE!

I1. Claim Shadow Pricing

Claim shadow pricing is intended to “shadow” claims paid under the current hospital rate system by re-
pricing them under the new methodology allowing the hospitals and the department to do a comparative
analysis of current rate logic to the proposed rate logic. The claims shadowing will be done by Navigant
Consulting using the PC version of the APR DRG software and will mimic the logic as if it were
programmed in the MMIS. The department will supply those hospitals that request it claim level detail of
their hospital payments in an excel spreadsheet that are priced under the new methodology. The data will
be 12 months of adjudicated claims data from October 1, 2012 to September 30, 2013. This phase allows
hospitals to review their claims data to validate the fiscal impact of the new rate logic

I11. MMIS Testing

MMIS Testing involves programming the new rates and methodology into the test system of the MMIS.
A new MMIS system will not replace the old system, but instead the new pricing logic will be
programmed in the test system of the MMIS. This internal testing phase will ensure the claims that are
priced through the test system “match” the pricing in the PC version that was built by Navigant. In the
test system of the MMIS, OIS will program the new hospital rate logic and submit a subset of hospital test
claims to process against the new logic. The results will be reviewed by the department to make sure what
is programmed in the MMIS is accurate and balances to the PC version.

Once MMIS testing is complete, the program will move to the live version of the MMIS and hospital
claims will be paid under the new rate methodology effective April 1, 2014.



HANDOUT 1

State of Illinois Department of Healthcare and Family Services
Hospital Rate Reform Initiative
Handout 1: 3/27/2013 Baseline Model A -
Supplemental and MPA/MHVA Payments Included in DRG/EAPG Pool
Table of Contents

Inpatient Model

e Pages 2-5: Inpatient Model Components

e Pages 6-7: Inpatient Model Category of Service Summary — Payments before and after
SMART Act reductions before transition

e Page 8: Inpatient Model Medicaid Service Line Summary — Payments after SMART

Act reductions before transition

e Page 9: Inpatient Model Medicaid Service Line Detail - Acute COS 20 — Payments after
SMART Act reductions before transition
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e Page 13-14: Outpatient Model Category of Service Summary — Payments before and
after SMART Act reductions before transition

Combined Inpatient and Outpatient Model

e Pages 15-26: Combined Inpatient and Outpatient Model Provider Type Summary —
Payments with SMART Act reductions before and after transition
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HANDOUT 1

State of Illinois Department of Healthcare and Family Services 3/27/2013 Baseline Model A

Hospital Rate Reform Initiative Supplemental and MPA/MHVA Payments Included in DRG Pool
Preliminary Inpatient Fiscal Simulation Model Results Using SFY 2009 Claims

Model Components

Design Component Description

Acute Services (COS 20)

SFY 2009 Illinois Medicaid inpatient FFS acute claims data with COS 20 from in-state and selected out-of-state hospitals. Excludes Medicare dual

laims dat
Claims data eligibles, Cook County/University of Illinois claims, claims with ungroupable APR-DRG assignments, outlier TPL claims, and LTAC provider claims.

DRG classification version |3M APR-DRG version 29.

Proposed DRG system New APR-DRG system funding pool based on SFY 2009 acute claim reported payments net of DSH and supplemental payments without the 3.5%
target expenditures SMART Act payment reduction.

Based on statewide standardized amount of $5,893.95, with labor portion adjusted by FFY 2012 Medicare IPPS wage index (with reclassifications).
DRG base rates Statewide standardized amount set such that statewide aggregate simulated total claim payments are budget neutral to target expenditures without the
3.5% SMART Act payment reduction.

Based on 3M's version 29 APR-DRG national weights, adjusted (divided) by a factor of 0.704827 to scale the weights to an average Illinois case mix of 1.0

DRG relati ight
relative weights for acute (COS 20) services.

DRG base payments Calculated by multiplying the DRG base rate by the DRG relative weight with the 3.5% SMART Act payment reduction.

Calculated using following:
- Claim outlier threshold equal to base DRG payment plus fixed loss threshold (Medicare FFY 2012 $22,385 fixed loss threshold)
Outlier payments - Claim outlier costs calculated by multiplying claim charges by FFY 2009 Medicare IPPS outlier CCRs, inflated from
SFY 2009 to SFY 2013 by 10.3% based on changes in CMS input price index levels.
- Claim outlier payment calculated based on 80% of outlier costs exceeding outlier threshold with the 3.5% SMART Act payment reduction.

Based on the Medicare IPPS pro-rated standard transfer methodology for discharge status of 02, excluding APR-DRGs 580 and 581 (neonates died or
Transfer payments transferred). Transfer payment equal to DRG base payment divided by the DRG average length of stay, multiplied by one plus the claim length of stay
(up to the full DRG base payment).

Policy adjusters None.

Based on SFY 2011 GREF static supplemental payments with 3.5% SMART Act payment reduction, excluding the discontinued EAM payment. Static
Supplemental Payments
payments allocated to acute based on charges.

For Discussion Purposes Only
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HANDOUT 1

State of Illinois Department of Healthcare and Family Services 3/27/2013 Baseline Model A

Hospital Rate Reform Initiative Supplemental and MPA/MHVA Payments Included in DRG Pool
Preliminary Inpatient Fiscal Simulation Model Results Using SFY 2009 Claims

Model Components

Design Component Description

Psychiatric Services (COS 21)

SFY 2009 Illinois Medicaid inpatient FFS psych claims data with COS 21 from in-state and selected out-of-state hospitals. Excludes Medicare dual

Claims dat
atms data eligibles, Cook County/University of Illinois claims, and claims with ungroupable APR-DRG assignments.

DRG classification version [3M APR-DRG version 29.

Proposed system target

dit Based on SFY 2009 psych claim reported payments net of DSH and supplemental payments without the 3.5% SMART Act payment reduction.
expenditures

Based on statewide standardized per diem rate of $681.47, with labor portion adjusted by FFY 2012 Medicare IPF-PPS wage index. Statewide
Per diem rates standardized amount set such that statewide aggregate simulated total claim payments are budget neutral to target expenditures without the 3.5%
SMART Act payment reduction.

DRG relative weights No relative weight adjustment.

Per diem payments Calculated by multiplying the per diem rate by patient days with the 3.5% SMART Act payment reduction.
Outlier payments N/A

Transfer payments N/A

Policy adjusters None.

Based on SFY 2011 GREF static supplemental payments with 3.5% SMART Act payment reduction, excluding the discontinued EAM payment. Static
Supplemental Payments
payments allocated to psych based on charges.
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HANDOUT 1

State of Illinois Department of Healthcare and Family Services 3/27/2013 Baseline Model A

Hospital Rate Reform Initiative Supplemental and MPA/MHVA Payments Included in DRG Pool
Preliminary Inpatient Fiscal Simulation Model Results Using SFY 2009 Claims

Model Components

Design Component Description

Rehabilitation Services (COS 22)
SFY 2009 Illinois Medicaid inpatient FFS rehab claims data with COS 22 from in-state and selected out-of-state hospitals. Excludes Medicare dual
eligibles, Cook County/University of Illinois claims, and claims with ungroupable APR-DRG assignments.

DRG classification version |3M APR-DRG version 29.
Proposed system target Based on SFY 2009 rehab claim reported payments net of DSH and supplemental payments without 3.5% payment reduction without the 3.5% SMART

Claims data

expenditures Act payment reduction.
Based on statewide standardized per diem rate of $1,030.85, with labor portion adjusted by FFY 2012 Medicare IRF-PPS wage index. Statewide
Per diem rates standardized amount set such that statewide aggregate simulated total claim payments are budget neutral to target expenditures without the 3.5%

SMART Act payment reduction.

DRG relative weights No relative weight adjustment.

Per diem payments Calculated by multiplying the per diem rate by patient days with the 3.5% SMART Act payment reduction.
Outlier payments N/A

Transfer payments N/A

Policy adjusters None.

Based on SFY 2011 GREF static supplemental payments with 3.5% SMART Act payment reduction, excluding the discontinued EAM payment. Static
Supplemental Payments

payments allocated to rehab based on charges.
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HANDOUT 1

State of Illinois Department of Healthcare and Family Services 3/27/2013 Baseline Model A

Hospital Rate Reform Initiative Supplemental and MPA/MHVA Payments Included in DRG Pool
Preliminary Inpatient Fiscal Simulation Model Results Using SFY 2009 Claims

Model Components

Design Component Description

LTAC Services (COS 20)

SFY 2009 Illinois Medicaid inpatient FES LTAC claims data with COS 20 from in-state LTAC hospitals. Excludes Medicare dual eligibles, Cook
County/University of Illinois claims, and claims with ungroupable APR-DRG assignments.

DRG classification version |3M APR-DRG version 29.
Based on SFY 2009 LTAC claim reported payments net of DSH, simulated and LTAC add-ons and supplemental payments without the 3.5% SMART Act

payment reduction. Holy Family current system payments simulated based on its SFY 2011 per diem rate, since its SFY 2009 claim reported payments

Claims data

Proposed system target

expenditures were based on the DRG methodology.

Based on statewide standardized per diem rate of $1,101.21, with labor portion adjusted by FFY 2012 Medicare LTCH-PPS wage index. Statewide
Per diem rates standardized amount set such that statewide aggregate simulated total claim payments are budget neutral to target expenditures without the 3.5%
SMART Act payment reduction.

DRG relative weights No relative weight adjustment.

Per diem payments Calculated by multiplying the per diem rate by patient days with the 3.5% SMART Act payment reduction.
Outlier payments N/A

Transfer payments N/A

Policy adjusters None

Based on SFY 2011 GREF static supplemental payments with 3.5% SMART Act payment reduction, excluding the discontinued EAM payment. Static
Supplemental Payments
payments allocated to LTAC based on charges.
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State of Illinois Department of Healthcare and Family Services

Hospital Rate Reform Initiative

Preliminary Inpatient Fiscal Simulation Model Results Using SFY 2009 Claims

Category of Service Summary

HANDOUT 1

3/27/2013 Baseline Model A

Supplemental and MPA/MHVA Payments Included in DRG Pool
Payments Without SMART Act Reductions Before Transition

Current System Payments - Without SMART Act Reductions

Revised System Payments - Without SMART Act Reductions

SFY 2009 Revised
SFY 2009 Claim Based SFY 2009 Combined System Revised Total Claim- Estimated
Claim Based Payments - Claim Based SFY 2011 Supplemental DRG / Per System Based Payments Estimated Payment
SFY 2009 Payments - Outliers Payments -  Supplemental and Claim Diem Outlier Under Revised  Payment Change
Category of Service Claims Net of Outliers Portion Total Payments Payments Payments Payments System Change Percentage
A B C D=B+C E F=D+E G H I=G+H J=I-F K=]/F
General Acute Hospitals (COS 20) 339,071 1,396,658,429 471,412,083 1,868,070,511 331,425,187  2,199,495,698 2,002,635,958 196,849,270 2,199,485,228 (10,470) 0.0%
Psychiatric Providers / Units (COS 21)
Freestanding Psychiatric Providers 8,654 98,035,398 5,056 98,040,454 2,160,754 100,201,207 88,673,320 - 88,673,320  (11,527,888) -11.5%
Psychiatric Units 33,328 125,717,226 7,861 125,725,087 23,066,955 148,792,042 160,319,031 - 160,319,031 11,526,989 7.7%
Psychiatric Total 41,982 223,752,624 12,917 223,765,540 25,227,709 248,993,250 248,992,351 - 248,992,351 (899) 0.0%
Rehabilitation Providers / Units (COS 22)
Freestanding Rehabilitation Providers 1,236 19,050,325 69,504 19,119,828 12,767,367 31,887,195 26,033,324 - 26,033,324  (5,853,871) -18.4%
Rehabilitation Units 1,653 15,842,210 96,822 15,939,032 3,386,908 19,325,940 25,180,317 - 25,180,317 5,854,377 30.3%
Rehabilitation Total 2,889 34,892,534 166,326 35,058,860 16,154,275 51,213,135 51,213,641 - 51,213,641 506 0.0%
LTAC Providers (COS 20) 1,707 66,345,083 788,325 67,133,408 1,516,297 68,649,705 68,648,834 - 68,648,834 (871) 0.0%
Inpatient Total 385,649 1,721,648,670 472,379,650 2,194,028,320 374,323,468  2,568,351,788 2,371,490,784 196,849,270 2,568,340,054 (11,734) 0.0%
For Discussion Purposes Only
Tentative and Preliminary Page 6 DRAFT - 3/27/2013




State of Illinois Department of Healthcare and Family Services

Hospital Rate Reform Initiative

Preliminary Inpatient Fiscal Simulation Model Results Using SFY 2009 Claims

Category of Service Summary

HANDOUT 1

3/27/2013 Baseline Model A
Supplemental and MPA/MHVA Payments Included in DRG Pool

Payments With SMART Act Reductions Before Transition

Current System Payments - With SMART Act Reductions

Revised System Payments - With SMART Act Reductions

SFY 2009 Revised
SFY 2009 Claim Based SFY 2009 Combined System Revised Total Claim- Estimated
Claim Based Payments - Claim Based SFY 2011 Supplemental DRG / Per System  Based Payments Estimated Payment
SFY 2009 Payments - Outliers Payments - Supplemental and Claim Diem Outlier Under Revised = Payment Change
Category of Service Claims Net of Outliers Portion Total Payments Payments Payments Payments System Change Percentage
A B C D=B+C E F=D+E G H I=G+H J=I-F K=J/F
General Acute Hospitals (COS 20) 339,071 1,360,300,668 456,944,328 1,817,244,996 325,955,431  2,143,200,428 1,948,241,216 191,639,379 2,139,880,595 (3,319,833) -0.2%
Psychiatric Providers / Units (COS 21)
Freestanding Psychiatric Providers 8,654 94,604,160 4,879 94,609,039 2,085,128 96,694,166 85,569,753 - 85,569,753  (11,124,414) -11.5%
Psychiatric Units 33,328 123,884,595 7,861 123,892,455 22,927,655 146,820,110 157,620,585 - 157,620,585 10,800,475 7.4%
Psychiatric Total 41,982 218,488,754 12,740 218,501,494 25,012,782 243,514,276 243,190,338 - 243,190,338 (323,939) -0.1%
Rehabilitation Providers / Units (COS 22)
Freestanding Rehabilitation Providers 1,236 18,383,565 67,071 18,450,636 12,320,509 30,771,145 25,122,158 - 25,122,158 (5,648,987) -18.4%
Rehabilitation Units 1,653 15,409,358 94,989 15,504,347 3,335,928 18,840,275 24,429,829 - 24,429,829 5,589,554 29.7%
Rehabilitation Total 2,889 33,792,923 162,060 33,954,983 15,656,438 49,611,420 49,551,987 - 49,551,987 (59,433) -0.1%
LTAC Providers (COS 20) 1,707 64,023,005 760,734 64,783,739 1,463,227 66,246,966 66,246,124 - 66,246,124 (841) 0.0%
Inpatient Total 385,649 1,676,605,350 457,879,861 2,134,485,212 368,087,878 2,502,573,090 2,307,229,665 191,639,379 2,498,869,044 (3,704,046) -0.1%
For Discussion Purposes Only
Tentative and Preliminary Page 7 DRAFT - 3/27/2013



HANDOUT 1

3/27/2013 Baseline Model A

Supplemental and MPA/MHVA Payments Included in DRG Pool
Payments With SMART Act Reductions Before Transition

State of Illinois Department of Healthcare and Family Services

Hospital Rate Reform Initiative
Preliminary Inpatient Fiscal Simulation Model Results Using SFY 2009 Claims

Medicaid Service Line Summary

Current System Payments - With SMART Act Reductions

Revised System Payments - With SMART Act Reductions

APR-
DRG
Case Mix SFY 2009 SFY 2009 SFY 2009 Combined Revised Revised Total Claim- Estimated
(Acute Claim Based Claim Based Claim Based SFY 2011 Supplemental Service System System Based Payments  Estimated Payment
SFY 2009 COS 20 Payments - Payments - Payments - Supplemental and Claim Policy @ DRG/Per Diem Outlier Under Revised Payment Change
Medicaid Service Line Claims Only) Net of Outliers Outliers Portion Total Payments Payments Adjuster Payments Payments System Change Percentage
A B C D E=C+D F G=E+F H I J K=I+] L=K-G M=L/G
Acute Services (COS 20):
Neonate 9,812 3.800 187,939,455 74,419,356 262,358,811 31,459,868 293,818,679 1.00 208,649,643 43,973,302 252,622,945 (41,195,733) -14.0%
Normal newborn O 71,214 0.173 87,962,121 994,021 88,956,141 12,452,051 101,408,193 1.00 70,488,159 2,987,572 73,475,731 (27,932,461) -27.5%
Obstetrics M 90,732 0.573 213,382,524 6,892,494 220,275,018 46,172,822 266,447,840 1.00 297,348,682 1,685,516 299,034,197 32,586,358 12.2%
Other pediatric services 40,065 1.203 264,216,318 45,369,231 309,585,549 60,186,557 369,772,106 1.00 275,831,844 68,134,930 343,966,774 (25,805,332) -7.0%
Other adult services 127,248 1.504 606,800,251 329,269,226 936,069,478 175,684,133 1,111,753,610 1.00 1,095,922,888 74,858,059 1,170,780,947 59,027,337 5.3%
Inpatient Acute Total 339,071 1.006 1,360,300,668 456,944,328 1,817,244,996 325,955,431 2,143,200,428 1,948,241,216 191,639,379 2,139,880,595 (3,319,833) -0.2%
Psychiatric Services (COS 21):
Pediatric services 14,215 N/A 120,442,124 12,740 120,454,863 4,647,468 125,102,331 1.00 116,897,869 - 116,897,869 (8,204,462) -6.6%
Adult services 27,767 N/A 98,046,631 - 98,046,631 20,365,315 118,411,946 1.00 126,292,469 - 126,292,469 7,880,523 6.7%
Inpatient Acute Total 41,982 N/A 218,488,754 12,740 218,501,494 25,012,782 243,514,276 243,190,338 - 243,190,338 (323,939) -0.1%
Rehabilitation Services (COS 22):
Pedjiatric services 305 N/A 6,845,385 121,732 6,967,117 3,379,703 10,346,820 1.00 7,654,497 - 7,654,497 (2,692,322) -26.0%
Adult services 2,584 N/A 26,947,538 40,328 26,987,865 12,276,735 39,264,600 1.00 41,897,489 - 41,897,489 2,632,889 6.7%
Inpatient Acute Total 2,889 N/A 33,792,923 162,060 33,954,983 15,656,438 49,611,420 49,551,987 - 49,551,987 (59,433) -0.1%
LTAC Services Total (COS 20):
Pedjiatric services 6 N/A 189,147 95,388 284,535 60,640 345,175 1.00 191,584 - 191,584 (153,591) -44.5%
Adult services 1,701 N/A 63,833,858 665,346 64,499,204 1,402,587 65,901,791 1.00 66,054,540 - 66,054,540 152,749 0.2%
Inpatient Acute Total 1,707 N/A 64,023,005 760,734 64,783,739 1,463,227 66,246,966 66,246,124 - 66,246,124 (841) 0.0%
Inpatient Acute Total 385,649 1.006 1,676,605,350 457,879,861 2,134,485,212 368,087,878 2,502,573,090 2,307,229,665 191,639,379 2,498,869,044 (3,704,046) -0.1%

Note: (1) The Department has historically not paid normal newborn claims because of limitations related to MMIS claims processing. To recognize the payment associated with those normal newborn claims, OB DRG claims

relative weights were increased by .2012 on a per claim basis under the legacy system. Current system payments in this analysis include an allocation of the OB payment add-on to normal newborn claims.

For Discussion Purposes Only
Tentative and Preliminary
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State of Illinois Department of Healthcare and Family Services

Hospital Rate Reform Initiative

Preliminary Inpatient Fiscal Simulation Model Results Using SFY 2009 Claims

Medicaid Service Line Detail - Acute COS 20

HANDOUT 1

3/27/2013 Baseline Model A

Supplemental and MPA/MHVA Payments Included in DRG Pool
Payments With SMART Act Reductions Before Transition

Current System Payments - With SMART Act Reductions

Revised System Payments - With SMART Act Reductions

APR-
DRG
Case Mix SFY 2009 SFY 2009 SFY 2009 Combined Revised Revised Total Claim- Estimated
(Acute Claim Based Claim Based Claim Based SFY 2011 Supplemental Service System System Based Payments  Estimated Payment
Medicaid Service Line - SFY 2009 COS 20 Payments - Payments - Payments - Supplemental and Claim Policy = DRG/Per Diem Outlier Under Revised Payment Change
Acute COS 20 Only Claims Only) Net of Outliers Outliers Portion Total Payments Payments Adjuster Payments Payments System Change Percentage
A B C D E=C+D F G=E+F H I J K=I+] L=K-G M=L/G
Newborn/OB Services:
Obstetrics M 90,732 0.573 213,382,524 6,892,494 220,275,018 46,172,822 266,447,840 1.00 297,348,682 1,685,516 299,034,197 32,586,358 12.2%
Normal newborn W 71,214 0.173 87,962,121 994,021 88,956,141 12,452,051 101,408,193 1.00 70,488,159 2,987,572 73,475,731 (27,932,461) -27.5%
Neonate 9,812 3.800 187,939,455 74,419,356 262,358,811 31,459,868 293,818,679 1.00 208,649,643 43,973,302 252,622,945 (41,195,733) -14.0%
Inpatient Acute Total 171,758 0.591 489,284,099 82,305,871 571,589,970 90,084,741 661,674,711 576,486,484 48,646,390 625,132,874 (36,541,837) -5.5%
Other Pediatric Services:
Trauma 743 2.494 5,739,599 1,748,472 7,488,071 1,875,984 9,364,055 1.00 10,523,669 889,302 11,412,972 2,048,917 21.9%
Burns 251 2.200 2,421,513 315,076 2,736,589 409,569 3,146,158 1.00 3,144,141 102,173 3,246,314 100,155 3.2%
HIV 10 1.455 72,463 - 72,463 14,668 87,131 1.00 84,841 - 84,841 (2,290) -2.6%
Rehab 2 2.840 190,993 12,370 203,363 17,727 221,090 1.00 30,374 88,244 118,618 (102,472) -46.3%
Substance Abuse 71 0.584 357,851 7,521 365,371 93,295 458,666 1.00 236,493 15,894 252,387 (206,279) -45.0%
Mental Health 48 1.029 666,035 44,211 710,246 442,629 1,152,875 1.00 279,218 176,646 455,863 (697,011) -60.5%
Aftercare 187 3.811 5,094,139 1,682,070 6,776,209 714,408 7,490,617 1.00 4,009,362 2,603,407 6,612,770 (877,847) -11.7%
Misc Pedjiatric 26,471 1.271 173,972,124 31,363,686 205,335,811 42,449,503 247,785,313 1.00 192,775,108 47,942,822 240,717,930 (7,067,383) -2.9%
Transplant 62 19.068 14,756,875 306,761 15,063,636 1,362,882 16,426,518 1.00 6,965,114 1,986,105 8,951,219 (7,475,299) -45.5%
Resp Pediatric 12,220 0.828 60,944,726 9,889,065 70,833,790 12,805,892 83,639,683 1.00 57,783,524 14,330,337 72,113,860 (11,525,823) -13.8%
Inpatient Acute Total 40,065 1.203 264,216,318 45,369,231 309,585,549 60,186,557 369,772,106 275,831,844 68,134,930 343,966,774 (25,805,332) -7.0%
Other Adult Services:
Misc Adult 54,250 1.705 270,415,843 177,010,616 447,426,459 80,185,795 527,612,254 1.00 528,203,262 42,021,154 570,224,416 42,612,162 8.1%
Gastroent Adult 19,630 1.429 85,373,389 40,386,021 125,759,410 23,676,271 149,435,682 1.00 160,101,309 9,547,382 169,648,691 20,213,010 13.5%
Resp Adult 15,717 1.413 76,294,190 27,346,990 103,641,180 21,979,307 125,620,487 1.00 126,675,079 5,730,363 132,405,442 6,784,955 5.4%
HIV 963 2.329 5,596,053 2,692,188 8,288,241 2,435,343 10,723,584 1.00 13,053,558 745,122 13,798,680 3,075,096 28.7%
Substance Abuse 16,591 0.454 33,308,301 694,200 34,002,502 10,761,724 44,764,225 1.00 45,215,913 124,539 45,340,452 576,227 1.3%
Mental Health 230 0.827 343,651 45 343,696 131,914 475,610 1.00 1,079,749 - 1,079,749 604,139 127.0%
Aftercare 52 2.236 308,649 107,860 416,508 86,163 502,671 1.00 662,135 17,033 679,168 176,496 35.1%
Burns 73 4.945 677,065 1,378,698 2,055,762 387,432 2,443,194 1.00 2,023,202 311,106 2,334,308 (108,887) -4.5%
Circulatory Adult 18,193 1.699 95,730,889 64,469,862 160,200,751 30,002,355 190,203,106 1.00 177,255,978 10,859,407 188,115,385 (2,087,720) -1.1%
Trauma 1,381 3.011 11,459,161 14,559,449 26,018,609 4,286,482 30,305,091 1.00 23,671,334 4,256,994 27,928,328 (2,376,763) -7.8%
Transplant 168 18.529 27,293,061 623,298 27,916,359 1,751,347 29,667,707 1.00 17,981,369 1,244,959 19,226,328 (10,441,378) -35.2%
Inpatient Acute Total 127,248 1.504 606,800,251 329,269,226 936,069,478 175,684,133 1,111,753,610 1,095,922,888 74,858,059 1,170,780,947 59,027,337 5.3%
Inpatient Acute Total 339,071 1.006 1,360,300,668 456,944,328 1,817,244,996 325,955,431 2,143,200,428 1,948,241,216 191,639,379 2,139,880,595 (3,319,833) -0.2%

Note: (1) The Department has historically not paid normal newborn claims because of limitations related to MMIS claims processing. To recognize the payment associated with those normal newborn claims, OB DRG claims

relative weights were increased by .2012 on a per claim basis under the legacy system. Current system payments in this analysis include an allocation of the OB payment add-on to normal newborn claims.
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HANDOUT 1

State of Illinois Department of Healthcare and Family Services 3/27/2013 Baseline Model A

Hospital Rate Reform Initiative Supplementals Included in EAPG Pool
Preliminary Outpatient Fiscal Simulation Model Results Using SFY 2009 Claims

Model Components

Design Component Description

Acute Services (COS 24 and 25)

SFY 2009 Illinois Medicaid outpatient hospital FFS acute claims data with COS 24 and 25 from in-state and selected out-of-state hospitals. Excludes

Claims dat
aums cata Medicare dual eligibles, Cook County/University of Illinois claims, non-institutional claims, and ASC claims.

EAPG classification
version

3M EAPG version 3.7.

Proposed EAPG system New EAPG system funding pool based on SFY 2009 acute claim reported payments net of DSH and supplemental payments without the 3.5% SMART
target expenditures Act payment reduction.

Based on statewide standardized amount of $261.06, with labor portion adjusted by CY 2012 Medicare OPPS wage index (with reclassifications).
EAPG conversion factors |Statewide standardized amount set such that statewide aggregate simulated total claim payments are budget neutral to target expenditures without the
3.5% SMART Act payment reduction.

EAPG relative weights Based on 3M's version 3.7 EAPG national weights, adjusted (divided) by a factor of 0.880051 to scale the weights to an average Illinois case mix of 1.0.

Calculated by multiplying the EAPG conversion factor by the EAPG relative weight and the discount factor with the 3.5% SMART Act payment

EAPG b t
ase payments reduction.

. Simulated EAPG payment for procedures that are classified as the same or clinically-related to the main significant procedure, based on default EAPG
Procedure consolidation . . .
settings, are consolidated (zero-paid).

Simulated EAPG payment for routine ancillary services that are classified as packaged, based on the default EAPG list plus class I and minor

Ancillary packaging chemotherapy and pharmacotherapy (based on 3M recommendation) are packaged (zero-paid).
Simulated EAPG payment for services selected for terminated procedure discounting, multiple procedure discounting and repeat ancillary discounting,
Discounting based on default EAPG settings, is reduced by 50 percent. Simulated EAPG payment for services selected for bilateral procedure discounting, based on
default EAPG settings, is multiplied by 150 percent.
Outlier payments None.
Policy adjusters None.

Supplemental Payments  [Based on SFY 2011 GREF static supplemental payments with 3.5% SMART Act payment reduction. Static payments allocated to acute based on charges.
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State of Illinois Department of Healthcare and Family Services

Hospital Rate Reform Initiative

HANDOUT 1

3/27/2013 Baseline Model A
Supplementals Included in EAPG Pool

Preliminary Outpatient Fiscal Simulation Model Results Using SFY 2009 Claims

Model Components

Design Component Description

Psychiatric Services (COS 27 and 28)

Claims data

SFY 2009 Illinois Medicaid outpatient hospital FFS psychiatric claims data with COS 27 and 28 from in-state and selected out-of-state hospitals. Excludes
Medicare dual eligibles, Cook County/University of Illinois claims, non-institutional claims, and ASC claims.

EAPG classification

version

3M EAPG version 3.7.

Proposed EAPG system
target expenditures

New EAPG system funding pool based on SFY 2009 psychiatric claim reported payments net of DSH and supplemental payments without the 3.5%
SMART Act payment reduction.

EAPG conversion factors

Based on statewide standardized amount of $188.40, with labor portion adjusted by CY 2012 Medicare OPPS wage index (with reclassifications).
Statewide standardized amount set such that statewide aggregate simulated total claim payments are budget neutral to target expenditures without the
3.5% SMART Act payment reduction.

EAPG relative weights

Based on 3M's version 3.7 EAPG national weights, adjusted (divided) by a factor of 0.880051 to scale the weights to an average Illinois case mix of 1.0.

EAPG base payments

Calculated by multiplying the EAPG conversion factor by the EAPG relative weight and the discount factor with the 3.5% SMART Act payment

reduction.

Procedure consolidation

Simulated EAPG payment for procedures that are classified as the same or clinically-related to the main significant procedure, based on default EAPG

settings, are consolidated (zero-paid).

Simulated EAPG payment for routine ancillary services that are classified as packaged, based on the default EAPG list plus class I and minor

Ancill kagi
netaty pacagiip chemotherapy and pharmacotherapy (based on 3M recommendation) are packaged (zero-paid).
Simulated EAPG payment for services selected for terminated procedure discounting, multiple procedure discounting and repeat ancillary discounting,
Discounting based on default EAPG settings, is reduced by 50 percent. Simulated EAPG payment for services selected for bilateral procedure discounting, based on

default EAPG settings, is multiplied by 150 percent.

Outlier payments

None.

Policy adjusters

None.

Supplemental Payments

Based on SFY 2011 GREF static supplemental payments with 3.5% SMART Act payment reduction. Static payments allocated to psychiatric based on

charges.

For Discussion Purposes Only

Tentative and Preliminary

Page 11

DRAFT - 3/27/2013



State of Illinois Department of Healthcare and Family Services

Hospital Rate Reform Initiative

HANDOUT 1

3/27/2013 Baseline Model A
Supplementals Included in EAPG Pool

Preliminary Outpatient Fiscal Simulation Model Results Using SFY 2009 Claims

Model Components

Design Component Description

Rehabilitation Services (COS 29)

Claims data

SFY 2009 Illinois Medicaid outpatient hospital FFS rehabilitation claims data with COS 29 from in-state and selected out-of-state hospitals. Excludes
Medicare dual eligibles, Cook County/University of Illinois claims, non-institutional claims, and ASC claims.

EAPG classification

version

3M EAPG version 3.7.

Proposed EAPG system
target expenditures

New EAPG system funding pool based on SFY 2009 rehabilitation claim reported payments net of DSH and supplemental payments without the 3.5%
SMART Act payment reduction.

EAPG conversion factors

Based on statewide standardized amount of $168.06, with labor portion adjusted by CY 2012 Medicare OPPS wage index (with reclassifications).
Statewide standardized amount set such that statewide aggregate simulated total claim payments are budget neutral to target expenditures without the
3.5% SMART Act payment reduction.

EAPG relative weights

Based on 3M's version 3.7 EAPG national weights, adjusted (divided) by a factor of 0.880051 to scale the weights to an average Illinois case mix of 1.0.

EAPG base payments

Calculated by multiplying the EAPG conversion factor by the EAPG relative weight and the discount factor with the 3.5% SMART Act payment

reduction.

Procedure consolidation

Simulated EAPG payment for procedures that are classified as the same or clinically-related to the main significant procedure, based on default EAPG

settings, are consolidated (zero-paid).

Simulated EAPG payment for routine ancillary services that are classified as packaged, based on the default EAPG list plus class I and minor

Ancill kagi
netaty pacagiip chemotherapy and pharmacotherapy (based on 3M recommendation) are packaged (zero-paid).
Simulated EAPG payment for services selected for terminated procedure discounting, multiple procedure discounting and repeat ancillary discounting,
Discounting based on default EAPG settings, is reduced by 50 percent. Simulated EAPG payment for services selected for bilateral procedure discounting, based on

default EAPG settings, is multiplied by 150 percent.

Outlier payments

None.

Policy adjusters

None.

Supplemental Payments

Based on SFY 2011 GREF static supplemental payments with 3.5% SMART Act payment reduction. Static payments allocated to rehabilitation based on

charges.
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HANDOUT 1

State of Illinois Department of Healthcare and Family Services 3/27/2013 Baseline Model A
Hospital Rate Reform Initiative Supplementals Included in EAPG Pool
Preliminary Outpatient Fiscal Simulation Model Results Using SFY 2009 Claims Payments Without SMART Act Reductions Before Transition

Category of Service Summary

Current System - Revised System Before Transition -
Without SMART Act Reductions Without SMART Act Reductions
Current
System
Combined
SFY 2009 SFY 2011 Claim and Revised Estimat