SECOND REVISED PROPOSED REGULATION OF THE
DIVISION OF HEALTH CARE FINANCING AND POLICY OF
THE DEPARTMENT OF HEALTH AND HUMAN SERVICES
LCB File No. R086-13

July 16,2014

EXPLANATION — Matter in italics is new; matter in brackets [omitted-material] is material to be omitted.

AUTHORITY: §§1-10, NRS 422.390.

A REGULATION relating to hospitals; revising provisions governing the calculation and
distribution of disproportionate share payments to certain hospitals that serve a
disproportionate number of Medicaid and low-income patients; and providing other
matters properly relating thereto.

Legislative Counsel’s Digest:

Federal law provides for the allocation of federal funds to states to distribute to certain
hospitals that are used by a high number of Medicaid and low-income patients. The payments
made to hospitals are known as disproportionate share payments. (42 U.S.C. § 1396r-4) Existing
Nevada law requires the Division of Health Care Financing and Policy of the Department of
Health and Human Services to adopt regulations concerning: (1) the calculation of
disproportionate share payments; (2) procedures and requirements for conducting independent
and certified audits of hospitals and the disproportionate share payments made to hospitals; (3)
procedures for adjusting a disproportionate share payment if, according to the audit, the amount
paid to the hospital was greater than the amount the hospital was eligible to receive; and (4)
procedures for redistributing any disproportionate share payment returned to the Division. (NRS
422.390)

Section 3 of this regulation requires certain hospitals to complete and submit to the Division
certain documentation relating to the calculation and distribution of disproportionate share
payments.

Section 5 of this regulation revises the definition of “public hospital” for the purposes of
calculating and distributing disproportionate share payments. As revised, the term includes only
hospitals that are owned or operated by this State or a political subdivision of this State or
supported in whole or in part by tax revenue collected in this State. Therefore, public hospitals in
hospital districts which include counties in this State and also in a neighboring state will not
receive disproportionate share payments from the Division unless they satisfy this definition.
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Existing law requires the board of county commissioners of each county to remit a certain
amount to the State Controller from the fund for medical assistance to indigent persons. (NRS
428.285) Existing regulations require a state or local government or other entity responsible for a
public hospital in certain counties to transfer certain amounts of disproportionate share payments
to the Division. Counties that make such a transfer are discharged of the duty and released from
liability for providing medical treatment for certain indigent inpatients. (NAC 422.105) Section
6 of this regulation provides that the amount remitted from the fund for medical assistance to
indigent persons to the State Controller will be credited against the amount of disproportionate
share payments that a county is required to transfer to the Division.

Existing regulations set forth methodology for: (1) the initial calculation and distribution of
disproportionate share payments based on data provided by hospitals; and (2) recalculating and
redistributing disproportionate share payments if an audit reveals that a hospital has received a
larger initial disproportionate share payment than it was entitled to receive. (Chapter 422 of
NAC) Sections 7-9 of this regulation revise the manner in which the Division calculates and
distributes disproportionate share payments. Section 10 of this regulation repeals existing
regulations relating to the calculation and distribution of disproportionate share payments that
have been replaced in this regulation.

Section 1. Chapter 422 of NAC is hereby amended by adding thereto the provisions set
forth as sections 2 and 3 of this regulation.
Sec. 2. “Disproportionate share payment” means a payment made pursuant to 42 U.S.C.
§ 1396r-4.
Sec. 3. 1. On or before the dates prescribed by the Division pursuant to subsection 2:
(a) Each hospital that is not solely a psychiatric hospital or other type of mental health
facility shall complete and submit to the Division annually:
(1) A survey prescribed by the Division concerning obstetric services provided by the
hospital; and
(2) A form prescribed by the Division concerning the Medicaid inpatient utilization rate
of the hospital.
(b) Each hospital that qualifies as a disproportionate share hospital pursuant to 42 U.S.C.

§ 1396r-4 shall complete and submit to the Division annually:
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(1) A form prescribed by the Division concerning the low-income utilization rate of the
hospital; and
(2) A report of the uncompensated care costs of the hospital.

2. The Division will notify each hospital of the date on which the hospital must submit the
documents required pursuant to subsection 1.

3. As used in this section:

(a) “Low-income utilization rate” has the meaning ascribed to it in 42 U.S.C. § 1396r-
4(0)(3).

(b) “Medicaid inpatient utilization rate” has the meaning ascribed to it in 42 U.S.C. §
1396r-4(b)(2).

(c) “Psychiatric hospital” has the meaning ascribed to it in NRS 449.0165.

Sec. 4. NAC 422.015 is hereby amended to read as follows:

422.015 Asused in this chapter, unless the context otherwise requires, the words and terms
defined in NAC {422:025} 422.035 to 422.075, inclusive, and section 2 of this regulation have
the meanings ascribed to them in those sections.

Sec. 5. NAC 422.065 is hereby amended to read as follows:

422.065 “Public hospital” means:

1. A hospital owned or operated by this fa-state} State or Hoeal-government} a political
subdivision of this State, including, without limitation, a hospital district; or

2. A hospital that is supported in whole or in part by tax revenue } collected in this State,
other than tax revenue received by a hospital for medical care which is provided to Medicaid
patients, indigent patients or other low-income patients.

Sec. 6. NAC 422.105 is hereby amended to read as follows:
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422.105 1. Inacounty whose population is 100,000 or more within which a public
hospital is located, the state-erlocal-government-or-otherentityl State or political subdivision
responsible for the public hospital shall transfer to the Division an amount equal to:

(a) Seventy percent of the total amount of disproportionate share payments distributed to all
hospitals pursuant to this chapter and NRS 422.380 to 422.390, inclusive, for the current fiscal
year, less $1,050,000; or

(b) Sixty-eight and fifty-four one hundredths percent of the total amount of disproportionate
share payments distributed to all hospitals pursuant to this chapter and NRS 422.380 to 422.390,
inclusive, for the current fiscal year,
= whichever is less.

2. In a county whose population is 100,000 or more within which a private hospital which
receives a disproportionate share payment pursuant to paragraph (c) of subsection 1 of NAC
422.115 is located, the county shall transfer to the Division 1.95 percent of the total amount of
disproportionate share payments distributed to all hospitals pursuant to this chapter and NRS
422.380 to 422.390, inclusive, for the current fiscal year, but not more than $1,500,000.

3. If a county transfers to the Division the amount required pursuant to subsection 2, the
county is discharged of the duty and is released from liability for providing medical treatment for
indigent inpatients who are treated in the hospital in the county that receives a payment pursuant
to paragraph (c) of subsection 1 of NAC 422.115.

4. The amount remitted by the board of county commissioners of a county to the State
Controller pursuant to subsection 3 of NRS 428.285 will be credited toward any amount which
the State or political subdivision of this State, as applicable, is required to transfer to the

Division pursuant to subsection 1 or 2 of this section.
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Sec. 7. NAC 422.115 is hereby amended to read as follows:

422.115 1. Except as otherwise provided in subsection 2, the Division will initially
distribute for:

(a) Pool A, which consists of all public hospitals in counties whose population is {406;660}

700,000 or more, total annual disproportionate share payments in the amount of {$66;650;060

thatfiseal-year which-execeeds$76;000,000:1 87.97 percent of the total computable

disproportionate share hospital supplemental payments for the fiscal year;

(b) Pool B, which consists of all private hospitals in counties whose population is {466,600}

700,000 or more, total annual disproportionate share payments in the amount of {$1;260,000-plus

fiseal-year which-exeeeds-$76,000,000:} 1.69 percent of the total computable disproportionate

share hospital supplemental payments for the fiscal year;

(c) Pool C, which consists of all private hospitals in counties whose population is 100,000 or

more but less than {406;600;} 700,000, total annual disproportionate share payments in the

4 5.86 percent of the total

computable disproportionate share hospital supplemental payments for the fiscal year;

(d) Pool D, which consists of all public hospitals in counties whose population is less than

100,000, total annual disproportionate share payments in the amount of {$996,000-phis 2.5

fiseal-year which-exeeeds-$76;000,000:} 1.34 percent of the total computable disproportionate

share hospital supplemental payments for the fiscal year; and
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(e) Pool E, which consists of all private hospitals in counties whose population is less than

100,000, total annual disproportionate share payments in the amount of {$2,450,600-phis2-5

fiseal-year which-exeeeds-$76,000,000-} 3.14 percent of the total computable disproportionate

share supplemental payments for the fiscal year.

2. A hospital may not receive a disproportionate share payment unless the hospital meets all
the requirements:

(a) Established by federal and state statutes and regulations; and

(b) As prescribed in the State Plan for Medicaid.

3. A hospital is not entitled to receive a disproportionate share payment that is greater
than the amount of its uncompensated care costs.

4. The Division will calculate the total computable disproportionate share supplemental
payments by dividing the amount allocated to this State pursuant to 42 U.S.C. § 1396r-4(f) by
the federal medical assistance percentage for the current year determined pursuant to 42
U.S.C. § 1396d(b).

Sec. 8. NAC 422.135 is hereby amended to read as follows:

422.135 1. {[Exeeptas-otherwiseprovidedinsubseetion2-the} The Division will
distribute disproportionate share payments as follows:

(a) Fifty percent of the amount allocated to a pool pursuant to NAC 422.115 will be
distributed among hospitals in that pool in an amount corresponding to the uncompensated
care percentage of the hospital, which is determined by dividing uncompensated care costs of
the hospital by the net patient revenues of the hospital. The net patient revenues of a hospital

will be determined by subtracting any contracted allowances and discounts reported on the
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Medicare Cost Report filed by the hospital pursuant to subsection 1 of NAC 439B.230 from
the total patient revenues of the hospital.

(b) Fifty percent of the amount allocated to a pool pursuant to NAC 422.115 will be
distributed among hospitals in that pool in an amount corresponding to the percentage of total
uncompensated care costs of each hospital, which is determined by dividing the
uncompensated care costs of a hospital by the aggregate total uncompensated care costs of all
hospitals within the pool of hospitals in which the hospital is placed pursuant to NAC 422.115.

2. The Division will make an initial distribution of disproportionate share payments to a

hospital

notless-than-$10,000-} in an amount determined in the manner described in subsection 1 and

using the data reported on the Medicare Cost Report filed by the hospital pursuant to
subsection 1 of NAC 439B.230.

Sec. 9. NAC 422.155 is hereby amended to read as follows:

422.155 1. {Aftereonducting] If the Division determines, based on an audit conducted
pursuant to NAC 422.145, that a hospital’s initial disproportionate share payment exceeds the
amount that the hospital was entitled to receive, the Division will recalculate, based upon the

results of the audit, for each hospital in the affected pool, the:

(a) Uncompensated care costs ; {for-each-hospital-in-this-State:}
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(b) |Distribution lactor for cach hospital and cach pool of hospitals:} Uncompensated care

percentages, determined in the manner described in paragraph (a) of subsection 1 of NAC

422.135; and

(c) {Pisprepertionate} Final disproportionate share payments {Hor-each-hospital-by-dividing

hespitals-pursuant to NAC422 15} using the amounts recalculated pursuant to paragraphs

(a) and (b) and determined in the manner described in NAC 422.135.

2. A hospital may receive as a final distribution of disproportionate share payments for a
fiscal year an amount equal to:

(a) The uncompensated care costs calculated pursuant to paragraph (a) of subsection 1; or

(b) The final disproportionate share payment for the hospital calculated pursuant to
paragraph (c) of subsection 1,
= whichever is less.

3. For each pool that includes a hospital for which the Division has determined pursuant
to subsection 1 that the initial disproportionate share payment exceeded the amount that the
hospital was entitled to receive, the Division will notify each hospital in the pool whether the
final distribution payment calculated pursuant to subsection 2 is less than or greater than the
amount of the initial distribution of disproportionate share payments received by the hospital
pursuant to NAC 422.135. 1f the amount of the final distribution payment calculated pursuant to
subsection 2 is Hess} »

(a) Less than the amount of the initial distribution of disproportionate share payments

received by the hospital , fpursuantto NAC422-135} the hospital shall return to the Division the
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difference between the amount of the initial distribution and the amount of the final distribution

—>5- not later than 90 days after the date on which the hospital receives written notification
of the overpayment.

(b) Greater than the amount of the initial distribution of disproportionate share payments
received by the hospital, the Division will pay to the hospital the difference between the
amount of the final distribution payment and the initial distribution.

4. If each hospital within a pool of hospitals has received the maximum amount of
disproportionate share payments allowable by federal and state statutes and regulations, the
Division will use the money returned pursuant to paragraph (a) of subsection 3 to pay additional
disproportionate share payments as follows:

(a) If the money was returned by a hospital that is a member of Pool A, to hospitals in Pool
B;

(b) If the money was returned by a hospital that is a member of Pool B, to hospitals in Pool
G

(c) If the money was returned by a hospital that is a member of Pool C, to hospitals in Pool
D;

(d) If the money was returned by a hospital that is a member of Pool D, to hospitals in Pool

E; or
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(e) If the money was returned by a hospital that is a member of Pool E, to hospitals in Pool D

Sec. 10. NAC 422.025, 422.045 and 422.125 are hereby repealed.

TEXT OF REPEALED SECTIONS

422.025 “Distribution factor” defined. (NRS 422.390) “Distribution factor” means the
value of the formula set forth in NAC 422.125 calculated for a hospital.

422.045 “Pool distribution factor” defined. (NRS 422.390) “Pool distribution factor”
means the sum of each distribution factor for each hospital that is a member of the pool of
hospitals for which a disproportionate share payment is being calculated.

422.125 Formula for Division to calculate distribution factor for hospitals. (NRS
422.390)

1. The Division will use the following formula to calculate the distribution factor for a

hospital:

--10--
LCB Draft of Second Revised Proposed Regulation R086-13



DF=UCC x ( UCPH ) 4

UCPP

where:
DF is the distribution factor.
UCC is the uncompensated care costs of the hospital.
UCPH is the uncompensated care percentage of the hospital.
UCPP is the uncompensated care percentage of the pool of hospitals of which the hospital is a

designated member.

2. Asused in this section:

(a) “Uncompensated care percentage of the hospital” means the uncompensated care costs of
a hospital divided by the net patient revenues of the hospital, as reported on the report filed
pursuant to subsection 1 of NAC 439B.230.

(b) “Uncompensated care percentage of the pool of hospitals” means the sum of the
uncompensated care costs for all hospitals in the pool divided by the sum of the net patient
revenues of all hospitals in the pool, as reported on the reports filed pursuant to subsection 1 of

NAC 439B.230 for each such hospital.
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