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Medicaid payments for outpatient hospital services are equal to a percentage of full, allowable costs and
are determined in the following manner:

(a) Interim Medicaid payments are paid for a hospital's allowable Medicaid Outpatient claim based on
the following calculation:

(1) The allowable Medicaid Outpatient charges per claim are multiplied by the cost reduction
percentage, described in (3) below;

(2) The results in (1) are multiplied by each hospital's ratio of cost to charges as derived from
outpatient cost centers contained in the most recently filed Medicaid Hospital Cost Report
(CMS Form 2552). This result is the Medicaid Outpatient Hospital Services claim interim
payment.

(3) For services delivered on or after September 1, 2001, the cost reduction percentage is
equal to 84.48 percent of allowable charges for a high-volume provider, and 80.3 percent of
allowable charges for the remaining hospitals. A high-volume provider is defined as one
that is paid at least $200,000 during calendar year 2004.

(b) Final Medicaid payment is determined by comparing allowed costs to interim payments. The State
identifies the allowable costs from outpatient cost centers contained in the hospital fiscal year-end
Medicaid Hospital Cost Report as filed on CMS Form 2552. These costs are reduced by the cost
reduction factor, described in (3) above, and compared to the aggregate adjudicated interim
Medicaid payments for claims with dates of service that match the corresponding hospital fiscal
year-end cost report. This comparison will result in a payment or recoupment to/from the hospital
provider, also described as an estimate of the total Medicaid outpatient hospital services costs for
each provider. The most recent ratio of cost to charges from the cost report settlement process is
applied to the future interim Medicaid payment (4)(A) above and is completed on each as filed,
amended, or Medicare-audited cost report.

(c) The reimbursement for services effective September 1, 2010 will be equal to the payment that
would have been made on August 31, 2010, less one percent.

(d) The reimbursement for services effective February 1, 2011 will be equal to the payment that would
have been made on August 31, 2010, less two percent.

(e) This methodology resuits in an estimate of total Medicaid outpatient hospital services cost for each
provider that is consistent with the upper payment limit for such services described at 42 CFR
447 321,

()  The methodology described in this section is applicable to provider-based facilities as defined at 42.
CFR 413.65.

5. Hospital Ambulatory Surgical Centers (HASC) are reimbursed in accordance with Attachment 4.19-B,
page 7(f), relating to the reimbursement methodology for Ambulatory Surgical Centers (ASCs).
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