ODJFS Responseto Comments provided at the

2003 Hospital Care Assurance Program (HCAP) Forums

The following is the Ohio Department of Job and Family Services (ODJFS) response to the comments
presented at the Federal Fiscal Year (FFY) 2003 Hospital Care Assurance Program (HCAP) forums held
in Toledo on December 10, Cleveland on December 12, Cincinnati on December 13, and Columbus on
December 20, 2002. ODJFS held these forums prior to developing the HCAP 2003 policy so that the
comments could be consdered prior to proposing rulesin March.

The following is a summary of comments received by forum attendees and ODJFS response to those
comments.

Commentsregarding the principle use of the HCAP funds

Comment: HCAP digtribution formulashould be guided by the principlethat HCAP funds should be targeted
toward the medicaly indigent and the most vulnerable patients. HCAP funds should be maximized for use
for the provison of uncompensated care. HCAP funds should follow the patient.

Comment: The origind purpose of the HCAP program and the federal Disproportionate Share program is
to recognize and reimburse hospitals, such as children’s hospitals, which serve a disproportionate share of
Medicaid and low-income uninsured patients with specia needs.

Response: ODJFS agreesthat the guiding principles of the state disproportionate share program arethat the
money should follow the indigent patients and that the dollars are to help compensate hospitals for
uncompensated care costs incurred while providing care to the indigent.

Comments regarding ODJFS enfor cement of HCAP policy

Comment: ODJFS was asked to continue to monitor hospita compliance with HCAP rules on informing
patients about the HCAP program. In the experience of the organization who commented, many hospitals
around the gate do not implement the rules fully. They are out of compliance in terms of signage, language
requirements, notice on hospitd bills, and taking other stepsto inform patientswho might not be ableto read
ther sgns.

Comment: UHCAN Ohio engaged in an aggressive campaign of stevistsand surveysof Columbushospitals
in 2000 and 2001. Asaresult of their findings and collaborationwith the hospita's, the Columbus hospita's
meade sgnificant improvementsin their HCAP outreach. UHCAN hopes to replicate this work elsawhere
and would be happy to provide technica assistanceto locd entities, including hospital associations, wanting
to improve their HCAP outreach. After dl, maximizing prompt enrollment in HCAP of digible paientsisin
the hospitals' best interests.



Comment: One commentor was pleased about the new requirement for each hospita to have athird party
sgn off on its uncompensated care data. Increasing the reliability of the uncompensated care data is
extremely important to the ability of HCAP funds to more closely follow the patients and, by extension, to
the surviva of HCAP.

Response: ODJFSwill continueto monitor hospital compliancethrough our HCAP datareviews. Inaddition,
ODJFS will continue to communicate and work with hospitals throughout the year to help them understand
and comply with HCAP requirements. Inaddition, we look for opportunities to improve enforcement such
as the implementation of the Independent Third Party Vdidation program. This new enforcement initiative
was implemented in response to requests by hospitals and advocates for the indigent.

Commentsregarding High-DSH hospitals

Comment: Indigent patients account for up to haf of High DSH hospitals patient volume. High DSH
hospitals must establish a range of costly programs and services to accommodate the specia needs of the
indigent. Only aportion of the costs of these services are alocated to Medicaid on cost reports and many
important costs are completely disregarded for purposes of the HCAP program (e.g., losses incurred for
physician services). Children’s hospitas (many of which quaify as high DSH) receive no Medicare DSH
payments. Even as structured for the 2002 program year, HCAP fell short. In 2002, children’s hospitds
recovered only 90% of their costs—not counting at least $4 million in losses from physician services and
outpatient laboratories, two examples of service cogts not typicdly counted in HCAP. By attempting, in
recent years, to address hospital indudiry financia chalenges unrelated to the indigent, HCAP dollars have
been gtretched increasingly thin and this has resulted in reducing the program’s commitment to high-DSH
hospitals.

Comment: In the face of an expected $45 miillion cut in federd DSH funds for the 2003 HCAP program,
ODJFSis urged to strengthen HCAP' s commitment to the financid viability of high DSH hospitds. To that
end, ODJFS should (at aminimum) maintain the current dlocation for Pool 1 (High Federa Disproportionate
Share and Indigent Care Payment Pool) and for Pool 2 (Medicaid Indigent Care Payment Poal) at the level
of the HCAP 2002 program. We should use this opportunity to demondtrate clearly that HCAP cannot be
a subgtitute for a well-funded Medicaid program or a well-funded program for the uninsured. Reduced
federa funding demands areturn to the program’ s priority goa—supporting high-DSH, safety net Medicaid
providers.

Comment: Medicad FFSand HMO payments are being cut, thiswill have alarger impact on hospitalsthat
serve a higher proportion of Medicaid patients. The effect of these cuts won't show up in the cost reports
(the basis of HCAP data) for another 2 years. Thiswill bein addition to the pending federa cutsin HCAP.
The main purpose of HCAP and disproportionate share programsis to recognize and reimburse High DSH
hospitals. Don't let the cuts to the HCAP program affect the high DSH hospitals.

Comment: Inlooking at HCAP 2002, children’ s hospitals and those hospital sthat meet the federa definition
of a high disproportionate share hospita (DSH) had the highest rate of recovery of their losses (when losses
are defined by the federal hospita-specific payment cap-osses in treating Medicaid patients and the
uninsured). Suburban non-teaching hospitals, as a group, had the lowest recovery of their losses.



Response: Asin past programs, ODJFS will use the guiding principles of the State disproportionate share
programin developing HCAP policy-the money will follow the patients. And ODJFSwill work to minimize
hospitals' lossesin uncompensated care costs and variaionsin HCAP payments.

Comments regar ding the Disproportionate Share Limit Pool

Comment: The Digproportionate Share Limit Pool (Pool 4) distributes excessve HCAP funds to hospitas
providing minimal uncompensated care. Explore decreasing, if not eiminating, that pool consistent with
federd and state law. Thisis particularly important given the upcoming cuts in the tota amount of HCAP
dollars available to Ohio.

Comment: Replace the Disproportionate Share Limit with a more equitable pool that distributes dollars
based on the unrecovered OBRA cap prior to the fourth pool or any other measure of uncompensated care.
Pool four alocates over 17% of thetotal pool (or over $30 million) to hospitals based on facility assessment,
not uncompensated care. It attempts to return up to 50% of a hospitd’s assessment, regardless of the
amount of uncompensated care provided. The hospitalsthat recelved the largest percentage from the fourth
pool were the big hospitalswith low shares of indigent care. It is the one pool in the HCAP formula where
HCAP funds do not follow the patient.

Comment: Without the annua contribution of over $200 million paid by Ohio hospitals, over $300 million
in federd fundswould not be available to the state. Unlike the rest of the Medicaid program, state dollars
are not used to draw down federa fundsin the HCAP program. Therefore hospital support iscrucia to the
program. While some organizations have recommended other uses of these funds, they have not proposed
viable methods for attaining these funds. We believe those organizations should concentrate their efforts on
seeking the expansion of other hedlth care programs and not risk the existence and stability of the HCAP

program.

Comment: Since 1993, between 19 and 25 hospitals per year have lost a combined $90 million as aresult
of the program by receiving a distribution that was less than their paid assessment. These hospitalsinclude
children’ shospitds, rehabilitation hospitals, small and rurd hospitals, and suburban community hospitals. The
HCAP program impacts a contributing hospitd’ s ability to remain financidly viablein the ever changing and
demanding hedlthcare market place. Theorigina purpose of the HCA P assessment wasto generate sufficient
funds to draw down Ohio’s maximum federd dlocation, not to impose atax on hospitals to cover the cost
of indigent care. The HCAP assessment was not designed to as amechanism to redigtribute hospita funds
from one hospital to another.

Comment: Those voicing their concerns about returning assessment dollars are not attentive to the whole of
a hospitd’ s worth to its community. In addition to uncompensated care, hospitals provide such community
sarvices as medical education, advanced medical research, and support for community based hedth
initiatives. Removing assessment return dollars in HCAP would impact the ability of many hospitas to
continue serving their communities in areas other than the ddlivery of uncompensated care.

Comment: When hospitals initidly agreed to be assessad it was with the understanding that they would at
least be made whole for their assessment. Beginning in 1993, hospitas could no longer be held harmless
under federd regulations. There is a fine balance in meeting the federal hold harmless regtrictions and
ensuring that economic contributor hospitals do not contribute more than they can financidly bear. The



amount of a hospitd’ s assessment has nothing to do with itsleve of indigent care or its Medicaid business,
itissolely aproduct of the size of the hospital. ODJFS should maintain the current level of assessment return
to dl hospitas.

Response: The Disproportionate Share Limit pool providesadistribution of HCAPfundsfor uncompensated
care reported by hospitas that have not received their maximum alowable amount of HCAP fundsthrough
other digtribution pools. Likeal the other poolsin the HCAP formula, the disproportionate share limit pool
never provides funding to a hospital in excess of their disproportionate share limit-the amount of
uncompensated costs the hospita incurred while caring for indigent petients. This pool is consstent with
Federal requirementsfor distributing disproportionate share fundsand takesinto cons deration the state-wide
impact of the HCAP program and access to hospital services.

Commentsregarding the public input processfor HCAP

Comment: ODJFS was repeatedly applauded for giving individuals and groups across the date the
opportunity to giveinput into the HCAP formul a, through regiona forums, before drafting thisyear’ sformula
Also, several acknowledged the cooperation and understanding ODJFS has demongtrated in the past when
developing HCAP palicy.

Comment: ODJFS was asked to give the public at least two weeks more natice for the forums to provide
enough opportunity for interested parties to communicate and coordinate with others interested in attending
and participating at ahearing in their area,

Comment: ODJFS was asked to convene an advisory group to examine and explore the best use of DSH
fundsto maximize the reimbursement of uncompensated care and to recommend the best HCAP distribution
formulafor 2003. The group would be composed of hedlth care providers. advocates (including the Ohio
Hospita Association, consumer, community, and other hedlth advocates), and government officias.

Response: Beginning with the 2001 HCAP program, ODJFS expanded its effort to gather public input on
HCAP by holding the HCAP public forums. Based on positive responses received by ODJFS, this effort
isbeing continued. Beginning this year, the forums are being held earlier in the year to dlow for the earlier
deadline imposed by CM S for findizing the policy and to provide interested parties the opportunity to have
input early inthe policy making process. ODJFS will provide moretimely notice of the date of future HCAP
fooums to interested partiess. ODJFS posts notification of these forums on our web gte at
http://Amww.state.oh.us/odifs/ohp (follow the links “Programs’, “HCAP”) and at loca ODJFS offices.

In addition to the public input ODJFS collects through the forums, ODJFS adso takes input throughout the
year by meeting with interested parties, through telephone conversations and other correspondence, and
through the forma rule making process (e.g., clearance and public hearings). These communications are
designed and implemented to alow al interested parties the opportunity to have their comments heard and
included in the program.


http://www.state.oh.us/odjfs/ohp/

Commentsregarding preventing the federal cut to the HCAP and other DSH programs

Comment: What is the state doing to prevent the federal cutsto the DSH programs and HCAP? How can
others assst in that effort?

Response: ODJFS recognizesthisisahuge potentia problem for hospitals and impoverished Ohioans who
use hospital services due to the lack of other health care resources. Governor Taft has made thisissue a
magor Federa priority for the state of Ohio. He has and will continue to advocate directly with the Ohio
Congressional Delegation urging them to prevent federal cuts to DSH. The Governor aso intends to
advocate on behdf of Ohio's interests through the Nationa Governor Association. Those who would like
to assgt thiseffort can do so by contacting their congressiona del egation who represent them in Washington,
D.C. To make your communication mos effective, include the specific loca impact of DSH funding cuts
(eg., what would areduction in funding mean to your hospital, community, €tc.)

Comments regarding the use of recent HCAP policy in the 2003 HCAP program

Comment: Currently, Ohio’ sfederd alocation is set to decrease from $330 millionin FFY 2002 to lessthan
$284 millionin FFY 2003. Evenintheface of these cuts, ODJFSisurged to adhereto the principlesguiding
the most recent programs as closely as possible.

Comment: The policy adopted regarding the redigtribution of funds within the community that would have
beendigtributed to a* closed” hospita should be extended to all HCAP yearswhere ODJFSreceivesavaid
and reliable cost report from a closed hospita.

Response: Due to the favorable response to recent HCAP models, ODJFS intends to propose an HCAP
formulafor 2003 that issmilar to the 2002 HCAP formula. ODJFS will take into consideration thedropin
federd funding and, as with past models, consider shifts in reported data on uncompensated care and on
Medicaid consumers to make sure the dollars follow the indigent petients. In addition to recognizing the
support for the policy used in the 2002 modd, limiting changes in the 2003 HCAP policy to those resulting
from changes in reported data and in federal funding also enables ODJFS to stabilize the program and its
impact on hospitd providers. Regarding closed hospitals, ODJFS will maintain prior year's policy which
recognizesvaid cost reportsfiled by closed hospitasin theyear of closure and theyear immediatdly following
closure,



