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AN ACT relating to Medicaid.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

SECTION 1.   A NEW SECTION OF KRS 205.510 TO 205.645 IS CREATED TO READ AS FOLLOWS:

As used in this section and Sections 2 and 3 of this Act, unless the context otherwise requires:

(1)
"Medicaid shortfall" means the difference between a hospital's total inpatient or outpatient payments made by the department for covered services provided to Medicaid recipients during the state fiscal year and a reasonable estimate of what would be paid for the services as determined by the department under Medicare payment principles;

(2)
"Nonstate government owned or operated hospital" means each licensed government hospital that is not owned or operated by the state and that meets the following criteria:

(a)
The hospital is a unit of county government; or

(b)
The hospital's assets are owned by or the hospital's operations are managed by:

1.
A county;

2.
A unit or office of county government, including but not limited to a county fiscal court or other county executive body;

3.
A hospital district; or

4.
A corporation:

a.
With a majority of its governing board members appointed by, and at the discretion of, a county, a unit or office of county government, or a hospital district; and

b.
Whose material activities, excluding day-to-day operation of the hospital, can ultimately be controlled by a county, a unit or office of county government, or a hospital district; and

(c)
The owner or operator holds the hospital's license; and

(d)
The owner or operator is a participating provider in the Kentucky Medicaid program;

(3)
"Pediatric teaching hospital" means a university teaching hospital that receives supplemental payments from the Department for Medicaid Services by virtue of its designation as a pediatric teaching hospital and that makes an intergovernmental transfer through a governmental agency to the Department for Medicaid Services to support the state matching funds requirements for the supplemental payments.

(4)
"Privately owned or operated hospital" means a licensed acute care, psychiatric, or rehabilitation hospital that is not identified in subsection (2) or (5) of this section;
(5)
"State government owned or operated hospital" means each licensed hospital that is either owned or operated by the state and that meets the following criteria:

(a)
The hospital is a unit of state government; or

(b)
The hospital's assets are owned by or the hospital's operations are managed by:

1.
The state;

2.
A unit of state government; or

3.
A corporation:

a.
With a majority of its governing board members appointed by, and at the discretion of, the state or a unit of state government; and

b.
Whose material activities can ultimately be controlled by the state or a unit of state government; and

(c)
The owner or operator holds the hospital's license; and

(d)
The owner or operator is a participating provider in the Kentucky Medicaid program; and

(6)
"Upper payment limit" or "UPL" means the amount that would be paid for services provided by a hospital to Medicaid recipients under 42 CFR 447.272 and 42 CFR 447.321.

(7)
"Urban trauma center" means a university teaching hospital that receives supplement payments from the Department for Medicaid Services by virtue of its designation as an urban trauma center and that makes an intergovernmental transfer through a governmental agency to the Department for Medicaid Services to support the state matching funds requirements for the supplemental payments.
Section 2.   KRS 205.637 is amended to read as follows:

(1)
(a)
For the period beginning January 1, 2001, through June 30, 2001, and for a state fiscal year ending after June 30, 2001, a nonstate government owned[A county-owned] or operated hospital shall receive an enhanced Medicaid payment under this section in an amount, calculated from the most recent audited cost report filed by that hospital with the department[ as of June 30 of each year], trended forward to the current year. The department shall identify the aggregate inpatient and outpatient services reimbursed under the Medicaid program provided by nonstate government owned or operated hospitals. These payments shall not include any Medicaid disproportionate share payments[equal to the difference between the amount of total payments made to the hospital by the department or a managed care entity for covered services provided to Medicaid beneficiaries, including services attributable to recipients in Medicaid managed care programs, during the state fiscal year and the hospital's cost for the services determined by the department under Medicare payment principles. Reimbursement under this section shall be made in a single payment. From July 1 through August 1 of each year, the Department for Medicaid Services shall calculate the payment due to be made to each county-owned or operated hospital and shall make the payment to each hospital no later than August 15 of each state fiscal year. The department shall make an enhanced payment to each county-owned or operated hospital in state fiscal year 1998 using cost reports filed with the department on or before June 30, 1998, for the hospitals' latest fiscal year].

(b)
[A payment described in this section is not due to a county-owned or operated hospital unless an intergovernmental transfer is made. ]A nonstate government owned[county-owned] or operated hospital may make an intergovernmental transfer, or an intergovernmental transfer may be made on behalf of the hospital by a county, budget unit of a county governmental agency, or lending institution to the extent permitted by state or federal law[if it is not prohibited by state or federal law].

(c)
The nonstate government owned or operated hospitals eligible to make an intergovernmental transfer that elect to do so shall fund one hundred percent (100%) of the aggregate upper payment limit of all nonstate government owned or operated hospitals, less the amount needed to enhance the Medicaid payment to all of the nonstate government owned or operated hospitals to one hundred percent (100%) of their Medicaid shortfall. An intergovernmental transfer used to fund the state's share of payments under this section shall be made to the enhanced Medicaid payment fund and shall be matched with federal funds. Except as provided in paragraph (e) of this subsection, these funds shall be used exclusively for the enhanced Medicaid payments made to hospitals under this section[by August 2 of each state fiscal year in an amount equal to eighty percent (80%) of the amount determined under paragraph (a) of this subsection and shall be matched with federal funds].

(d)
Reimbursement under this section shall be made in a single payment. An enhanced Medicaid payment shall be made to each nonstate government owned[county-owned] or operated hospital that makes an[participating in the] intergovernmental transfer[ program] in an amount equal to one hundred percent (100%) of the hospital's Medicaid shortfall, plus a prorata share based on Medicaid patient days, of the amount of enhanced payment that would have been assignable to the nonstate government owned or operated hospitals that elected not to make an intergovernmental transfer[ as determined under paragraph (a) of this subsection].

(e)
The department shall determine the Medicaid shortfall for all privately owned or operated[other] hospitals[ that are not county-owned or operated or are not state-university-owned or operated hospitals, which shall be equal to the difference between total payments made by the department or a managed care entity for covered services provided to Medicaid beneficiaries, including those enrolled in managed care, during the state fiscal year and the hospital's costs for the services as determined by the department under Medicare payment principles]. Funds remaining in[from] the enhanced Medicaid payment fund after making the distribution required under paragraph (d) of this subsection[program] shall be distributed as follows:
1.
Ninety percent (90%) shall be used exclusively for payments to each privately owned or operated hospital and to each nonstate government owned or operated hospital that elected not to make an intergovernmental transfer on a prorata basis. Each hospital shall receive a percentage of the available funds that is equal to the percentage that the hospital's Medicaid costs for inpatient and outpatient services paid under the fee-for-service program represent of the total Medicaid costs for inpatient and outpatient services paid under the fee-for-service program during the last state fiscal year for all privately owned or operated hospitals and nonstate government owned or operated hospitals that did not make an intergovernmental transfer, except that no hospital's payment under this subsection shall exceed one hundred percent (100%) of its Medicaid shortfall; and[which is not county-owned or operated or is not state-university-owned or operated on a pro rata basis].

2.
Ten percent (10%)[ If funds remain in the enhanced Medicaid payment fund after making enhanced Medicaid payments required by this subsection, the remaining funds] shall be available for use by the department for funding the regular Medicaid program.

(f)
Thirty (30) days prior to issuing payment, the department shall distribute information to each hospital for review of the calculation utilized and the amount of funds to be distributed. Hospitals shall have twenty (20) days from the postmark date of the department's notice within which to review the data and notify the department of any corrections.
(2)
The enhanced Medicaid payment authorized under subsection (1) of this section shall not be implemented as part of the disproportionate share hospital program or if federal financial participation is not available.

(3)
The enhanced Medicaid payment fund shall be established for the purposes of receiving the intergovernmental transfers made by or on behalf of nonstate government owned or operated hospitals under this section. Notwithstanding the provisions of KRS 48.500 and 48.600, the enhanced Medicaid payment fund shall be exempt from any state budget reduction acts.

(4)
This section and Section 1 of this Act shall not apply to a pediatric teaching hospital or an urban trauma center. Pediatric teaching hospitals and urban trauma centers may receive supplemental Medicaid payments commensurate with the amount of their intergovernmental transfer of funds to the department up to an amount that does not cause the respective hospital to exceed one hundred percent (100%) of its hospital specific portion of the upper payment limit for the category of hospital into which it falls under 42 CFR 447.272 and 42 CFR 447.321.

(5)[(3)]
The Cabinet for Health Services shall promulgate administrative regulations to implement the provisions of this section within ninety (90) days of the effective date of this Act.

SECTION 3.   A NEW SECTION OF KRS 205.510 TO 205.645 IS CREATED TO READ AS FOLLOWS:

Except as provided in Section 2 of this Act, no hospital shall receive an additional payment resulting from an intergovernmental transfer that, when combined with its total regular nondisproportionate share Medicaid program payments would result in a payment exceeding one hundred percent (100%) of the hospital's Medicaid shortfall.
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