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2010/2011 State Budget

Tax Losses are of Historic Proportions

+ Since 1972, there Personal Income Tax
has never been a 2
year decline in ~ | $9.114B
collections from the
personal income
tax.

Today, we are
managing a 3 year
decline of $1.379
Billion.

FY08 FY09 FY10 FY11

Source: Ohio Department of Taxation
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2010/2011 State Budget

GRF Total Taxes and Revenue Losses
Compared to FYOS
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Total GRF tax revenues, for FY 2011 will be less than FY 2004
revenues (seven years earlier).
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2010/2011 State Budget

Strickland Administration’s Initial Medicaid &
Hospital Assessment Program Proposals

Preserve HCAP

Take Advantage of Temporary High Federal Match
Rates in Medicaid Due to Stimulus

Add Additional Annual Hospital Assessment
1.27% in SFY 10
1.37% in SFY 11

Provide 5% I/P & O/P Medicaid Increase on 1/1/10
No 15% Across-the-Board Medicaid Rate Cut
Sunsets at end of biennium
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2010/2011 State Budget
Hospital Program Outlines

 New Assessment Program Rate
1.52% TFC in 2010 & 1.61% TFC in 2011, if CMS Vetoes Tier

If CMS Approves Tier, the Rate is not Specified and Will Hinge on
Available/Required State Revenue

 New Assessment Program Schedule

28% Due Last Business Day of October 2009
31% LBD February 2010
41% LBD May 2010

* Adds $1.865 Billion to State Coffers
» Ohio Hospitals Pay $143.5 M in Unreimbursed Tax

On Average, Hospitals Lose 20 Cents of Every Dollar Assessed.

« 5% Inpatient & Outpatient Hospital Payment Increase
Effective Oct. 1, 2009
Could Additional Budget Shortfalls Threaten Increase?
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SFY2010/2011 Budget
Hospital Assessment Program

SFY 2010 SFY 2011 Total

Hospital Franchise Fee $340.2M $378.2M| $718.4M
(1.52/1.61% with tier in 2 "d year)

Federal Matching Funds $924M $815M $1.739B
Total State Revenue $1.264B $1.193B $2.457B

Medicaid Rate Increase 5% (10/1/09) -$129.2M  -$178.5M| -$307.7M
Children’s UPL* -$16.4M -$12.9M -$29.3M

Maximize Public/Private UPL (IP/OP) -$115.6M  -$122.3M| -$237.9M
Total State Funds Fee + Federal Match $1.003B $879M $1.882B
Hospital Loss from Franchise Fee ($79.2M)  ($64.3M) | ($143.5M) |

* Does not include existing Children’s UPL
Source: SFY 2008 Medicaid Cost Reports, LSC
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2010/2011 State Budget - Other

Hospital Upper Payment Limit Programs Expanded
Children’s Hospitals Carved-out of UPL Expansion
No Provision for Ancillary Service UPL Programs
Employed physicians
Home Health, Hospice or Ambulance
Postpones Medicaid Recalibration until Next Biennium
Budget Claims $100M Hospital Benefit

Medicaid MCP Non-Contracting Language Kept Out
Non-Hospital Provider Payment Cuts

Physician

Nursing Facility

Mental & Behavioral Health
DME

Home Health Care
Pharmacy Dispensing

Additional Cuts to Agencies Boards & Commissions

OHIO
COPAM August 6, 2009 4 houo

ASSOCIATION




CMS Medicaid DSH Audit & Reporting

Standardized Policies, Definitions & Formats
Based in MMA, Final Rule in Dec. 19, 2008, FR

Retro to 2006, 15t Reports due Fall ‘09 (?)
States are Being Audited; FFP is at Risk
Independent Audits of Hospital-Specific Data Required
Based on Cost Reports and & Audited Statements & Records
Includes Definitions on Allowance of Uncompensated Care Cost
Is Ohio OK ? - ODJFS Still Analyzing Rules

Medicaid CR Now Requires Missing Sec. 1011 Payment
Detall

AHA is Protesting, Could Rules Change Again?
Redouble DSH Cost Report, Log & Audit Compliance
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Medicare FEY 2010 IHPPS

Update Predicted to be Negative

2.1%MB minus 1.9% for MS-DRG “Coding Creep” & Other
Budget Neutrality Factors

Outlier Threshold up $4K (to $24,240)
No Significant Changes to Wage Index

No Significant Increase in Quality Reporting
One Out, Four New, Two Combined = 46 Total

No New Hospital-Acquired Conditions

IME Capital Payment Adjustment Gone
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Medicare CY 2010 HOPPS

Update
Hospitals = 2.1% (MB)
ASCs = 0.6%

75% / 25% Blend of HOPPS and old ASC Payment
Methodology

Outlier Threshold up $425 (to $2,225)

Uses IHPPS Wage Index

No Additional Quality Reporting in 2010 or 2011
Quality Data Validation Starts 2011

Physician Supervision Rules Re-clarified

Drug Packaging, PHP & Cardiac Rehab Rules
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Medicare RAC & MAC Rollouts

J-15 MAC Rebid Still in Progress

RAC Rollout in Region B Underway

Ohio Outreach Scheduled September 3
MI Q&As From MI Outreach Available On OHA Web Site

No CGI “New Issues” Approved as Yet
Auto Review Projects in Pipeline

OHA has Group Contract With HANYS on
TRACKER Software
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Medicaid Integrity Program

 Three-Year Rollout (Ordered in DRA '05) Underway
CMS Region V Scheduled for This Fall — All States by 2009

* Rules, Players, “Look-back,” Appeals Differ From RAC

* Involves Three Medicaid Integrity Contractors (MICs)

Review (AdvanceMed in Region V)
Works for CMS
Data Mines & IDs Potential “Leads & Targets” for CMS & Audit MIC

Audit (To be Announced in Region V)
Works With CMS & ODJFS SUR
Post-Pay Audits Records & Recommends Responses to CMS
ODJFS SUR Recovers Payments and Handles Appeals

Education (Information Experts & Strategic Health Solutions)
Training Materials, Awareness Campaigns & Provider Education

o Start-up Problems Reported — Stay Tuned!!!
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Region | — Boston Region VI - Dallas

Region Il — New York Region VII — Kansas City
Region Il — Philadelphia Region VIII — Denver
Region IV — Atlanta Region IX — San Francisc

Region V — Chicago Region X - Seattle
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Audit MIC

10 Cws>

Region | — Boston Region VI - Dallas

Region Il — New York Region VII — Kansas City
Region IIl — Philadelphia Region VIII — Denver
Region IV — Atlanta Region IX — San Francisc

Region V — Chicago Region X - Seattle
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Health Care Reform

Legislation is Coalescing Around
Three “Plillars”

Health Care Coverage and Access

Quality, Efficiency and Coordination Within the
Health Care Delivery System

Savings and Sustainable Financing of the Health
Care System.
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Health Care Reform - Coverage

Insurance Market Reforms
Individual and Employer Mandates
Subsidies and Tax Incentives

National “Exchange” and/or State “Gateways” to
Connect People to Coverage

Public Health Option to Compete with Private Plans

Continued Role and Long-term Sustainability of
Medicaid, Medicare, etc

Incentives for Prevention, Healthy Lifestyle and
Personal Responsibility

Address Disparities in Access and Coverage
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Health Care Reform - Delivery

Shift from paying for services to paying for outcomes &
entire episodes of care

Require more quality reporting, with “carrot & stick” style
reimbursements

Invest In health care workforce

Incent coordination of care between providers
(particularly chronic care management)

Capitalize on efficiencies from health information
technology
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Health Care Reform - Financing

Empower MedPAC with Rulemaking Authority
Establish Federal Health Board to Set Plan Guidelines
Cut Payments to Medicare Advantage Plans

“Refine” Provider Payment Rates (Cuts and Increases)
Negotiate Drug Prices Under Medicare Part D

Employ Administrative Simplification for Claims and
Transparency of Health Plans

Reform Medical Liability System
Reform the Tax System
Address Regional Variations in Utilization and

Spending
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Senate Finance Committee
Recommendations for Medicare Reform

Payment Reform & Care Coordination

Value-Based Purchasing for Hospitals, Home Health
Agencies and Skilled Nursing Facilities

Quality Reporting for Inpatient Rehab, Long-Term
Care Hospitals & Physicians

Imaging Center Ownership Transparency

Hospital Readmissions & Post Acute Bundling
« HHA, SNF, LTCH & IRF

Health Information Technology

Medicare Advantage Quality & Payment
ect., ect.

OHIO
COPAM August 6, 2009 g aouo 2

ASSOCIATION




