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l OUTPATIENT SETTLEMENT PROVIDER
TYPES

« An outpatient settlement (OPS) is prepared using the
Medicare cost report and Medicaid supplemental schedules
for any hospital that provides outpatient services.
Settlements are prepared for the following provider types:

« Acute Care Hospital (ACH) — 61 Providers
« Critical Access Hospital (CAH) — 29 Providers
* Long-Term Acute Care Hospital (LTAC) — 10 Providers

Freestanding Rehabilitation Hospital (Rehab) — 7 Providers
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. BACKGROUND INFORMATION

« Every hospital thatis part of the Medicaid program is required to
annually file a Medicare cost report and Medicaid supplemental
schedules for the facility’s fiscal year.

« Additionally, if a hospital has a change of ownership (CHOW)
requiring a new provider number or experiences a change of provider
type, the facility must file special cost reports:

« Aclose of business cost report for the short period between the
beginning of the fiscal year and the date of the change

A short period from the date of the change to the facility’s fiscal
year end (FYE).

« All hospital cost reports are due within five months of the provider's
FYE or date of change.
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. BACKGROUND INFORMATION CONT.

As a general rule, two settlements are completed for each
cost report year.

« Tentative settlement is completed based on the as-submitted cost
report and a paid claims listing (PCL) processed 90 days after the
FYE.

Final settlementis completed based on the final cost reportand a
PCL processed at least 14 months after the FYE.

If the tentative settlement has not been mailed to the provider by
the time the final CR is received, the tentative settliementwill be
closed and only the final settlement will be mailed.

Occasionally, an amended tentative settlement may be issued if
changes are material.
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. BACKGROUND INFORMATION CONT.

« Reimbursement Percentages
« Critical access hospitals receive 101% of costs
+ Allother hospitals (Acute, Rehab, LTAC) receive 95% of costs
* Interim Cost-to-Charge Ratios
« OP claims are paid in the interim at a percentage of billed charges.
Interim cost-to-charge ratios are updated annually as tentative OP

settlements are processed (for Acute/Rehab/LTAC) and as
Medicare rate notices are received (for CAH).
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. BACKGROUND INFORMATION CONT.

« Laboratory Exclusion (Acute/Rehab/LTAC)

« Effective January 1st, 2024, laboratory pathological services are
paid on a Medicare fee schedule and therefore will be carved out
of the outpatient cost settliement for Acute, Rehab, and LTAC
provider types, similar to the treatment for other laboratory
services.

Critical access hospitals are exempt from the lab fee schedule
UPL requirements and are allowed to be paid up to 101% of lab
costs.
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B SUMMARY OF THE MYERS AND
STAUFFER PROCESS
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Cost

Final Cost
Report
Review

Completed

Final Cost
Report

Requested Received Requested
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B SUMMARY OF THE MYERS AND
STAUFFER PROCESS

As-Sub Cost Final Cost Final ot
Report

Repor
Review Setlement
Completed Mailed

Hospitals submit as-sub cost reports within five months after the close of the
hospital’s fiscal year end.

MSLC sends out request letters the first Wednesday of the month after the
provider's FYE.

MSLC sends out reminder letters 14 days before cost report due date.
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] SUMMARY OF THE MYERS AND
STAUFFER PROCESS

As-Sub Cost Final Cost
Re

Final Cost Final Cost
Report R
Y ovew Setloment
Requested X Completed Mailed
Cost Report

Each cost report filing includes the Medicaid supplemental schedules, a Medicare
cost report, and an electronic Medicare cost report file (ECR).

If the Medicaid schedules indicate a settlement is due the Department, the provider
must pay the amount due at the time the cost report is submitted.

The Medicaid schedules must have an original signature from a hospital
representative.

If a provider does not submita cost report by the deadline, DMS can place them in
escrow and hold all payments in an escrow account until a cost report is received.
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B SUMMARY OF THE MYERS AND
STAUFFER PROCESS

Report
Review
Completed

Final Cost || Final Cost
Report

po
Requoned Requested

MSLC completes the tentative cost settlement review on the
as-sub cost report.

ACH, Rehab, and LTAC providers are only paid 75% of the
tentative settlement if due hospital.

CAH providers are paid 100% of the tentative settiement.

Hospitals are required to pay 100% if balance is due DMS.
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B SUMMARY OF THE MYERS AND
STAUFFER PROCESS

Tentaiive
AsSw> assub || Settiement el

t Report fl Cost Report Report Pt
estiee | Ry o Review
Completed

Providers, or their consultants, submita tentative cost report to Medicare. Medicare
completes a desk review or audit of the submitted cost report. After completion of
the desk review or audit, a draft adjustment letter is sent to the provider with
Medicare’s proposed adjustments. The provider can accept or dispute the
adjustments during a comment window.

MSLC sends out request letters for final cost reports 18 months after the hospital’'s

FYE. Hospitals have 70 days to send MSLC the audited cost report after it is
received back from Medicare.
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] SUMMARY OF THE MYERS AND
STAUFFER PROCESS

Tentative.
Final Cost

As-Sub
Cost Report

Requested ceived | onAsSub [l Requested

MSLC completes final outpatient settlement review on the final cost
report.

Payments for all provider types are made at 100% for final
settlements.
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B SUMMARY OF THE MYERS AND
STAUFFER PROCESS

- Final Cost
As-Sib As-Sub Report

t Report | Cost Ry
Feshitened | Cret
Completed

« If a facility has been paid more than they should have
received, they are required to return 100% of the
overpayment.

If the provider discovers an error in their cost report, they
can file an amended cost report to fix the error.
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B APPROVAL FORM

This form is used to
summarize deliverables
enclosed within the 23 page
report and to secure DMS

approval of the OP settlement

amount and correspondence
to the provider.

Teantivs ol Asanted Testizive

Gorvesing Rugelation: 907 KAR 10015, Sacton 20}

Bacionsd b o sopeoval e followin
X Mefiend Cont Raport (O Scive)
it mo checked he s grevonly e o A TP o)

N OF Sttt Luctr
P VO Ry Ty ———)
o hecked vl b ot complesed o er dese)
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B COST-TO-CHARGE
RATIO WORKPAPER

* The purpose of this worksheet is
to revise cost-to-charge ratios to
include allowable cost for interns
and residents in a teaching
hospital, if necessary.
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‘mop (E-3) SUMMARY

« Lines 1-4 summarize the
provider's calculated OP
Medicaid costs, reducing for
non-allowables and applying
the cost settlement
percentage.

Lines 5-8 show OP payments
from the Paid Claims Listing
(PCL) used in the review.

Line 9 shows any OP interim
payments made by either the
provider or by DMS, if
applicable.

Line 10 shows the final OP
settlement amount due.

OUTPATIENT SETTLEMENT (E-3) SUMMARY

VENDOS NUMBER

PERID.
REASON FOR REVISION
PROVIDER TYPE

e—ar—

' ik e Snd s amaces

e i emati scpaent con FIE T

3 Teiveascnasi cont Lna 1 Une 2,
Rerbursement 2 30% Ao 107

'. S A S e con
Toi reasonstle chargo por OF Ay ESEuEn
e e et e VR 7
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PROVIDER TAX CALC

23

Medicaid provider tax is
allowable as a cost report
expense for Medicaid, but
not for Medicare.
Therefore, the cost
typically has to be added
back to the Medicare cost
report to give the provider
credit for this cost.

Provider tax cost is
allocated amongst all cost
centers based on total
cost and cost-to-charge
ratios are adjusted.

it e
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OP ANCILLARY
CALCULATION

« The OP Ancillary
Calculation provides the
detailed determination of
outpatient cost.

PCL charges are
allocated to various cost
centers using Medicare
cost report info and are
multiplied by cost-to-
charge ratios to determine
cost.
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« KMAP-1 is a KY-specific
schedule that removes non-
allowable costs from the OP
settlement calculation, including
legal fees, political
contributions, and out-of-state

Rnevibie oty

travel.

Total non-allowable costs are
allocated to Medicaid and offset
through the OP settlement.
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N KMAP-4 g S

+ KMAP-4 is a historical DSH
questionnaire that was
previously used by DMS to
gather info on hospital DSH
eligibility. This process has
been replaced by DSH survey
filings.
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s INPATIENT CALCULATION OF REIMBURSEMENT (E-3) SUMMARY
e
N IP (E-3) SUMMARY ]

‘VENDOR MUMEER, o

PERIOD FROM

REASON FOR REVIION 5
-

* The 23-page report also
calculates IP Medicaid cost for

informational purposes. o=
;

Lines 1-3 of the IP E-3 e
summarize IP Medicaid costs
from the cost report.

[
T-Lre )

£

Lines 4-8 summarize payments
from the PCL or other interim
payments used in the review.

The bottom section shows
estimated cost per day and cost AT — S —
coverage for reference. B
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] WORKSHEET D PART |
&1

Worksheets D part | and D part

Il detail the calculation of
Medicaid IP capital costs.

The top section (D Part I)

covers capital costs for
Medicaid IP routine services.

The bottom section (D Part Il)
covers capital costs for
Medicaid IP ancillary services.
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B IP ANCILLARY
CALCULATION

« The IP Ancillary Calculation
provides the detailed
determination of inpatient
ancillary cost.

« PCL charges are allocated to
various cost centers using
Medicare cost report info and
are multiplied by cost-to-charge
ratios to determine cost.

29




MYERS .. e ‘,"“?,.'}.i:i‘fi‘,:;’;:":f;;,,m,
STAUFFER. —

CERTIFIED PUBLIC ACCOUNTANTS

B D-1 PART |

Worksheet D-1 shows the
calculation of Medicaid IP
routine cost.

Part | shows a summary of
routine days information, an
adjustment to carve out swing
bed cost, and an adjustment to
carve out extra cost of private
rooms, if applicable.
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B D-1 PART I

+ Lines 38 — 41 show the IP
routine cost per diem and
Medicaid IP routine cost

* Lines 42 — 47b summarize
Medicaid IP routine cost for
specialty cost centers

* Lines 48 — 53 summarize IP
cost for Medicaid — in total and
for capital

* Lines 87-90 show the
computation of observation bed
cost

31
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B KMAP-5

The KMAP-5 is a historical
schedule that limits allowed
capital costs for building and
fixtures to 65%, while allowing
capital costs for movable
equipment at 100%.

This schedule is only used for
freestanding hospital rate-
setting currently.
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B KMAP-6

» Section A of the KMAP-6
relates to reimbursement of
hospital professional services
and is no longer used by DMS.

Section B shows whether the
provider reported labor &
delivery days in total routine T D S SRR

days on the cost report, which ok —
impacts the IP cost per diem. p—

i PR i o O HAAeS

A o S AT R AL 55 S RSP B

Section C reflects the nursery A AT 0 i ¥
days found on the IP PCL. =

 pmemenor
TR s TR
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] S'i'ATISTICAL DATA
SHEET

+ The stat page is a summary of
various cost, charges,
payments, and utilization
metrics found in the 23-page
report.
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B DATA FORM

The data form is a summary of
various cost and days
information found in the 23-
page report in a format that can
be easily input into rate-setting
templates.
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m. REGULATIONS AND STATE PLAN

» The regulation for OP hospital reimbursement
can be found at:

* 907 KAR 10:015

» The state plan for OP hospital reimbursement
can be found at:

« Attachment 4.19-B
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