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miles in driving distance from the nearest GAC hospital that has a basic level

emergency room, and does not operate under a combined license or bill under a
common National Provider Index (NPI) number with a non-remote rural hospital.

19. "Remote Rural Border Hospital" is a border hospital that is defined as a rural

hospital by the federal Medicare program, is at least fifteen (15) miles in driving
distance from the nearest GAC hospital that has a basic level emergency room, and
does not operate under a combined license or bill under acommon National
Provider Index (NPI) number witha non-remote rural hospital.

20. "State Fiscal Year" (SFY) is California state government's fiscal year which
begins on July 1 and ends the following June 30.

21. "Hospital-Specific Wage Area Index Values™ are hospital-specific geographic
adjustments that Medicare uses (from the Medicare hospital impact file) further
adjusted by the California Wage Area Neutrality Adjustment of 0.9771 for
California hospitals.

B. Applicability

1. Except as specified below in Paragraph 2, for admissions dated July 1, 2013 for
private hospitals, and after and commencing on admissions dated January 1, 2014,
and after for NDPHSs, the Department of Health Care Services (DHCS) will
reimburse "DRG Hospitals” through a prospective payment methodology based
upon APR-DRG.

2. The following are "Exempt Hospitals, Services, and Claims" that are not
to be reimbursed based upon APR-DRG:

a. Psychiatric hospitals and psychiatricunits

b. Rehabilitation hospitals, rehabilitation units, and rehabilitation stays at general
acute care hospitals

Designated Public Hospitals

Indian Health Services Hospitals

Inpatient Hospice

Swing-bed stays

Managed Care stays
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h. Administrative Day Reimbursement claims
i. Levell
ii. Level2

C. APR-DRG Reimbursement

For admissions dated July 1, 2013, and after for private hospitals and for admissions dated
January 1, 2014, and after for NDPHs, reimbursement to DRG Hospitals for services
provided to Medi-Cal beneficiaries are based on APR-DRG. Effective July 1, 2015, APR-
DRG Payment is determined by multiplying a specific APR-DRG HSRV by a DRG
Hospital's specific APR:DRG Base Price with the application of adjustors and add-on
payments, as applicable. Provided all pre-payment review requirements have been
approved by DHCS, APR-DRG Payment is for each admit through discharge claim, unless

otherwise specified in this segment of Attachment 4.19-A.

1. APR-DRG HSRV

The assigned APR-DRG code is determined from the information contained on a
DRG Hospital's submitted UB-04 or 8371 acute inpatient claim. The grouping
algorithm utilizes the diagnoses codes, procedure codes, procedure dates, admit date,
discharge date, patient birthdate, patient age, patient gender, and discharge status
present on the submitted claim to group the claim to one of 326 specific APR-DRG-
groups. Within each specific group of 326, there are four severities of illness and risk
of mortality sub classes: minor (1), moderate (2), major (3), and extreme (4). This
equates to a total of 1304 different APR- DRG (with two additional error code
possibilities). Each discharge claim is assigned only one APR-DRG code. For each
of the 1304 APR-DRG codes there is a specific APR-DRG HSRYV assigned to it by
the APR-DRG grouping algorithm. The APR-DRG HSRVs are
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receive a percentage increase that would result in a transitional base price above
the statewide base price.

k. The DRG Hospital Specific Transitional APR-DRG Base Price for SFY2013-14
were sent to private hospitals January 30, 2013.

I. The DRG Hospital Specific Transitional APR-DRG Base Price forSFY2013-14
were sent to NDPHSs June 17,2013.

m. The DRG Hospital Specific Transitional APR-DRG Base Price for SFY 2014-15
and SFY 2015-16 was provided to hospitals on July 31, 2013. Transitional APR-
DRG
Base Prices are subject to change based on changes to the Medicare Wage Index,
hospital characteristics or other reasons. The updated DRG Hospital Specific
Transitional APR-DRG Base Price for SFY 2015-16 were sent to private hospitals
and NDPHs on May 29, 2015, June 2, 2015, and June 3, 2015.

2. DRG Hospital Specific APR-DRG Base Prices for SFY 2016-17 and for subsequent SFY.

The DRG Hospital Specific Transitional APR-DRG Base Price ceased starting SFY
2016-17. DRG payment rates no longer receive transition based adjustments tothe DRG
payment rate. All hospitals received the statewide base price in SFY 2016-17 and will
continue to receive the statewide base price in subsequent SFY.

3. Wage Area Adjustor
a. Hospital-Specific Wage Area Index values will be used to adjust the APR-DRG Base

Price for DRG Hospitals and Border Hospitals. The Hospital-Specific Wage Area
Index Value for a California hospital or Border hospital shall be the same hospital
specific wage area index value that the Medicare program applies to that hospital,
further adjusted by the California Wage Area Neutrality Adjustment of 0.9771. In
determining the hospital-specific wage area index values for each SFY, DHCS will
utilize data from the latest Medicare Impact file published prior to the start of the
state fiscal year, including wage area boundaries, any reclassifications of hospitals
into wage index areas, wage area index values, and any other wage area or index
value adjustments that are used by Medicare Out of state hospitals that are not
Border hospitals will receive a wage area adjustor of 1.00. The wage area adjustor is
appliedto the labor share percentage, as specified in Appendix 6, of the statewide base
price or
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the remote rural base price. The labor share percentage for a SFY shall be the same
percentage that the Medicare program has established according to the latest published
CMS final rule and notice published prior to the start of the state fiscal year, with the
exception for hospitals having wage area index less than or equal to 1.00 will have the
labor share percentage applied at 62.0%. Medicare published the Medicare impact file
for FFY 2018 in September 2017 and it was used for the base prices for SFY 2018-19.
Similarly, final changes to all DRG hospitals wage area, index value, or labor share
calculation published for future federal fiscal years will be used for the state fiscal year
beginning after the start of each respective federal fiscal year. All wage area index
values can be viewed on the Medi-Cal DRG Pricing Calculator posted on the DHCS
website athttp://www.dhcs.ca.gov/provgovpart/Pages/DRG.aspx.

b. The wage area adjustor is not applied to the hospital-specific transitional base
price (determined in paragraph C.3above).

4. Policy Adjustors
The implementation of APR-DRG Payment includes the functionality of policy adjustors.

These adjustors are created to allow the DHCS to address any current, or future, policy
goals and to ensure access to care is preserved. Policy adjustors may be used to enhance
payment for services where Medi-Cal plays a major role. This functionality of policy
adjustors allows DHCS the ability to ensure access to quality care is available for all
services. A list of the current policy adjustors is reflected in Appendix 6 of Attachment
4.19-A. These policy adjustors are used to adjust payment weights for carecategories.
The projected financial impact of the policy adjustors was considered in developing
budget-neutral base prices.

5. Cost Outlier Payments
Outlier payments are determined by calculating the DRG Hospital's estimated cost and

comparing it to the APR-DRG Payment to see if there is a loss or gain for the hospital for a
discharge claim. The DRG Hospital's estimated cost on a discharge claim is determined by
the following: The DRG Hospital's estimated cost may be determined by multiplying the
Medi-Cal covered charges by the DRG Hospital's most currently accepted cost-to-charge
ratio (CCR) from a hospital's CMS 2552-10 cost report. The CCR is calculated from a
hospital's Medicaid costs (reported on worksheet E-3, part VI, line 4) divided by the
Medicaid charges (reported on worksheet E-3, part VII, line 12). All hospital CCRs will be
updated annually with an effective date of July 1, after the acceptance of the CMS 2552:-10
by DHCS. In alternative, a hospital (other than a new hospital or an out-of-state border or
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