Section 409.905(5)(f), Florida Statutes
as amended by House Bill 5301, 2012 session

The agency shall develop a plan to convert Medicaid inpatient hospital rates to a
prospective payment system that categorizes each case into diagnosis-related
groups (DRG) and assigns a payment weight based on the average resources
used to treat Medicaid patients in that DRG. To the extent possible, the agency
shall propose an adaptation of an existing prospective payment system, such as
the one used by Medicare, and shall propose such adjustments as are necessary
for the Medicaid population and to maintain budget neutrality for inpatient
hospital expenditures.
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Section 409.905(5)(f), continued

1. The plan must:

a. Define and describe DRGs for inpatient hospital care specific to Medicaid in
this state;

b. Determine the use of resources needed for each DRG;

c. Apply current statewide levels of funding to DRGs based on the associated
resource value of DRGs. Current statewide funding levels shall be

calculated both with and without the use of intergovernmental transfers;

d. Calculate the current number of services provided in the Medicaid program
based on DRGs defined under this subparagraph;

e. Estimate the number of cases in each DRG for future years based on agency
data and the official workload estimates of the Social Services Estimating
Conference;
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Section 409.905(5)(f), continued

f. Calculate the expected total Medicaid payments in the current year for

each hospital with a Medicaid provider agreement, based on the DRGs and
estimated workload;

g. Propose supplemental DRG payments to augment hospital reimbursements
based on patient acuity and individual hospital characteristics,

including classification as a children’s hospital, rural hospital, trauma

center, burn unit, and other characteristics that could warrant higher
reimbursements, while maintaining budget neutrality; and

h. Estimate potential funding for each hospital with a Medicaid provider
agreement for DRGs defined pursuant to this subparagraph and supplemental
DRG payments using current funding levels, calculated both with

and without the use of intergovernmental transfers.
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Section 409.905(5)(f), continued

2. The agency shall engage a consultant with expertise and experience in

the implementation of DRG systems for hospital reimbursement to develop
the DRG plan under subparagraph 1.

3. The agency shall submit the Medicaid DRG plan, identifying all steps
necessary for the transition and any costs associated with plan implementation,
to the Governor, the President of the Senate, and the Speaker of the House of
Representatives no later than January 1, 2013. The plan shall include a timeline
necessary to complete full implementation by July 1, 2013.

If, during implementation of this paragraph, the agency determines that

these timeframes might not be achievable, the agency shall report to the
Legislative Budget Commission the status of its implementation efforts, the
reasons the timeframes might not be achievable, and proposals for new
timeframes.
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