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Good afternoon Chairman Hackett, Vice Chair Tavares and members of the Ohio Senate Finance Subcommittee on
Health and Medicaid. My name is Nick Lashutka and | am here to testify on the As Passed by the House of
Representatives version of HB 49 as President & CEO of the Ohio Children’s Hospital Association (OCHA).

Ohio has the world’s best statewide network of children’s hospitals — Akron Children’s Hospital, Cincinnati Children’s,
Dayton Children’s, Nationwide Children’s Hospital, UH/Rainbow Babies & Children’s Hospital and ProMedica Toledo
Children’s Hospital. Several of our institutions are ranked among U.S. News & World Report's best children’s
hospitals, and all our members are ranked best in class in the nation in various aspects of pediatric care.

All our members are members of the Ohio Hospital Association (OHA) and we partner very closely with OHA on
issues affecting the hospital industry and specifically about policies affecting children’s health and health care.

Ohio’s children’s hospitals are also significant employers. Our six hospitals employ more than 36,000 Ohioans —
including 4,300 employed physicians — providing good paying, high quality jobs and serving as economic engines for
our communities throughout Ohio. Our researchers and medical professionals are leading the nation in health care
innovation, pediatric research, and quality and patient safety initiatives.

Importantly, in addition to my role as President & CEO of OCHA, I'm also here today as a parent of four children - all
of whom have benefitted from the outstanding quality of care, groundbreaking research, and world class patient
safety efforts of such incredible pediatric institutions in our state. We are so fortunate in Ohio that our greatest asset
—our children — have access to world-class affordable health care that is a great value to taxpayers.

Ohio Children’s Hospital Facts:

Before talking about specifics of HB 49, | wanted to share a few facts about our membership and the unique critical
role children’s hospitals play in Ohio’s health care delivery system — and especially Ohio Medicaid program.

o Ohio is the only state in the nation with a flagship children’s hospital within a two-hour drive of every family,
including our most rural parts of the state. This is the direct result of the state making a priority to regionalize
pediatric health care within specific perinatal regions as defined by the Ohio Department of Health.

o Al 2.4 million Ohio children receive the highest quality care in our hospitals when needed, regardless of
their family’s ability to pay — including the more than 1.2 million children enrolled in Ohio Medicaid.
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o Over half of the patients in children’s hospitals (53%) rely on Medicaid for their insurance coverage, by far
the highest share of Medicaid patients of any hospital type.

e Ohio children’s hospitals received more than $345 million in competitively awarded pediatric research grants
from the National Institutes of Health (NIH) and other funding last year — more than any other state in the
country.

e OCHA members collectively provide more than $800 million in community benefit — including population
health and importantly the social determinants of health.

o We are engaged more collaboratively than ever in innovative relationships with private commercial
insurance companies and, importantly, Ohio’s five Medicaid managed care plans. Many of these programs
are risk-based with shared savings models that are transforming care to Medicaid children and providing
significant savings to the state.

Perhaps most importantly, children’s health care in Medicaid is a good investment in Ohio for patients and their
families, decision makers and taxpayers.

FACT: Ohio’s Medicaid costs for children are among the lowest of any state nationwide. According to the
Office of Health Transformation, Medicaid costs for children in Ohio are 22% below the national
average. And Ohio ranks 47th nationally in costs per month for pediatric Medicaid expenditures.

OCHA Research Collaborative — please see attached graphic:

Ohio is the only state where the children’s hospitals collaborate on groundbreaking pediatric research that ultimately
improves the quality of care for children in the health care delivery system and pulls costs out of the system. The
projects target those conditions where there is the greatest need for children and specifically those conditions
impacting the Medicaid program:

e Ohio Pediatric Asthma Repository (OPAR)

o Neonatal Abstinence Syndrome (NAS) — otherwise known as babies born drug-dependent
o  Children’s Initiative Research on Pneumonia (CHIRP)

e Timely Recognition of Abuse Injuries (TRAIN)

These research efforts are made possible as the result of investments by Governor Kasich and Attorney General
Mike DeWine. The work of the OHCA Research Collaborative has gained national attention, widely recognized as
research with the potential for broad application and potential to improve care and reduce costs.

Importantly both the NAS and TRAIN research projects are being spread throughout adult hospitals through our
partnership with the Ohio Perinatal Quality Collaborative and the Ohio Hospital Association to ensure these protocols
are available wherever children may receive their health care. In addition, we are exporting the NAS work across the
country, helping children’s hospitals in other states benefit from our leadership.

Ohio Children’s Hospitals Solutions for Patient Safety (OCHSPS)

In addition to being President & CEO of OCHA, | also have the privilege of serving as President of OCHSPS.
OCHSPS, which includes our six member OCHA hospitals plus the Cleveland Clinic Children’s Hospital and Mercy
Children’s Hospital in Toledo, is the national leader in pediatric patient safety. By partnering with Ohio’s business
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community and specifically the Ohio Business Roundtable and Cardinal Health, we have brought the rigor of High
Reliability Organizations into the health care setting and made a commitment to eliminate serious harm in our
hospitals.

OCHSPS initial Ohio work focused on Adverse Drug Events (ADEs) and certain Surgical Site Infections
(SSls) resulting in more than 12,500 children who didn’t experience harm that resulted in $12.4 million in
unnecessary costs being removed from Ohio’s health care system.

OCHSPS set a goal to eliminate all serious harm in our hospitals. To date by focusing on eliminating
specific hospital-acquired conditions and enhancing a culture of safety at their institutions, Ohio members
have achieved a 70% reduction in Serious Safety Events since the creation of OCHSPS in 2009.

Our success has attracted interest from children’s hospitals across the country- and continent — and we now
operate the Children’s Hospitals Solutions for Patient Safety national network, which consists of over 120
children’s hospitals across North America.

We are the national patient & employee safety arm of the Children’s Hospital Association.

The national network, by focusing on eliminating specific hospital-acquired conditions and enhancing a
culture of safety at their institutions, has prevented serious harm from occurring to more than 6,900 children
resulting in more than $130 million in unnecessary costs being removed from the health care delivery
system.

As Passed by the House HB 49 - Provisions of Importance to Children’s Hospitals

ISSUE 1: Stable, Predictable & Adequate Medicaid Funding

Ohio children’s hospitals are the largest Medicaid providers in the state of Ohio, with Medicaid patients constituting
53% on average of our total patient volume. Stable, predictable and adequate funding mechanisms for children’s
health and children’s health care in our state are mission-critical to our ability to continue to provide better outcomes,
achieve the goals we've articulated above and make important investments upstream in the health care delivery
system on social determinants of health and population health initiatives.

Medicaid Expansion & Insurance for Ohio Children: The Facts — please see attached graphic

OCHA Medicaid Funding vs. Costs — please see attached graphic

Children’s Hospitals did not benefit from changes in adult Medicaid eligibility for the Group VIII population.

Children’s Hospitals Medicaid payment shortfalls continue to increase — in 2015 the shortfall for our six
members was $300.7 million, an increase of $129.5 million from the previous year (2014 OCHA Medicaid
shortfall was $171.2 million).

Children’s Hospitals have continued to experience Medicaid rate reductions since the passage of the last
biennial budget bill (ODM hospital readmissions policy adoption, implementation of new inpatient/outpatient
hospital payment model, etc.).



OCHA respectfully requests the Ohio Senate recognize Ohio’s children’s hospitals didn’t benefit from adult Medicaid
expansion, and that the Senate version of the bill ensures hospitals have stable, predictable & adequate Medicaid
funding.

ISSUE 2: Medicaid Managed Care Non-Contracting Provision

The As Introduced version of HB 49 contained language that would have forced Ohio’s hospitals into non-negotiable
relationships with managed care plans. We believe this provision is unnecessary, and respectfully requested the
House remove it from the bill, which they did.

Each time this budget proposal has been introduced by the past two Governors the legislature has removed it from
the budget bill for good reason. Importantly, we don’t understand the problem this budget provision is attempting to
solve. Moreover, we don’t understand — and cannot account for — the assumed projected cost savings associated
with this provision.

First, savings of this magnitude would assume that a large number of hospitals suddenly go out of contract with
Medicaid managed care plans and revert to the Medicaid fee for service schedule. An occurrence that is highly
improbable. Also, given the capitated rates paid to the managed care organizations are set by the state's actuary on
an annual basis, it would be a near impossibility for the state to realize any such savings in SFY “18.

A few additional points to underscore why this provision is unnecessary:

FACT: Since this provision was last removed from the proposed state budget bill, Ohio hospitals have dramatically
increased their overall contractual relationships with Medicaid managed care plans. My colleagues from the
Ohio Hospital Association have already shared that 100% of Ohio hospitals have contracts with Medicaid
managed care plans, and 96% of all possible contracts between hospitals and the five Medicaid managed
care plans are currently in place.

FACT: The hospital franchise fee model has a powerful incentive for hospitals to contract with Medicaid managed
care plans. In order to receive the dollars that flow back to the hospitals from the federal match, $324
million from the hospital franchise fee program will require hospitals to have contractual arrangements with
Medicaid managed care plans. Without a managed care contract, there is no franchise fee benefit to a
hospital, plain and simple.

FACT: As a condition of removing this provision from its last appearance in the state budget, OCHA voluntarily
agreed to remove the provision in which the Ohio Department of Medicaid required each Medicaid managed
care plan to have a children’s hospital in its network. Again, we made a significant concession to address
the concerns of the Administration at that time that children’s hospitals had too great of leverage at the
negotiating table with Medicaid managed care plans.

We respectfully request the Ohio Senate keep this onerous provision out of HB 49.

ISSUE 3: Bureau of Children with Medical Handicaps (BCMH)

The As Introduced version of HB 49 proposed significant changes to Ohio’s historic program to provide protection for
families with children who have significant medical conditions. The changes being proposed are worthy of a policy
discussion with the Ohio Department of Health, the Ohio Department of Medicaid, the clinicians who provide care for
these children and, importantly, the families who support these children on a daily basis.
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However, we cannot support changes to the program that were proposed in the Executive Budget that would have
essentially changed eligibility for families from approximately 500% of the FPL to 225%, even with the proposal to
grandfather non-Medicaid eligible families into the current BCMH program. The state would be creating and paying
for two separate programs at two agencies with different eligibility standards, depending on whether a child with one
of these genetic conditions was born just before the effective date (500% FPL) or the day after the effective date
(225% FPL). This creates a great deal of uncertainty for families who may have other members of their families
diagnosed with these conditions or potentially other children born with the same diseases.

While we are certainly not opposed to examining potential reforms to the BCMH program, we support the Ohio
House’s proposal to encourage a more thoughtful and deliberative review of the program to include input from
families with children served by the program, as well as the medical professionals who care for them.

For these reasons, we respectfully requested the House remove this provision from the bill, which they did. We
respectfully request the Ohio Senate keep the proposed changes to the BCMH program as reflected in the As
Introduced bill out of HB 49.

Mr. Chairman, thank you as always for your time and for the opportunity to testify before the Committee, I'd be please
to answer any questions you or members of the Committee may have.

Attached material:

e  OCHA Research Infographic
e Medicaid Expansion & Insurance for Children: The Facts

e  OCHA Medicaid Funding Shortfall & Impact of the AHCA
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Saving, protecting and enhancing children's lives

OCHA Research Collaborative
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’ Saving, protecting and enhancing children's lives

MEDICAID EXPANSION & OHIO CHILDREN: THE FACTS

May 2017

Adult Medicaid Expansion did not benefit Ohio children.

Prior to expansion, Ohio children were already eligible up to 200% of the Federal Poverty Limit (FPL), and children’s
hospitals sought to aggressively enroll eligible children and families to ensure they had the coverage they needed.

2012: 2,587,944 Ohio children 2015: 2,488,091 Ohio children
Uninsured (-4% from 2012)

4.63%

Other
7.26%

Other Uninsured

Empl =
mplmper 6.13% (-113%) 2.19% (-2.44%)

Sponsored
46.76%

Employer-
Sponsored
45.46%

; 1.3%)

(+4.18%)

Exchange
0.7% (+0.7%)

e Total children with Medicaid in 2015: 1,132,645*
e |n Ohio, Since 2012*;
o0 Total population of Ohio children: decreased by 99,853.
0 Employer-sponsored insurance: decreased by 79,122.*
0 Uninsured children decreased by 65,295.
e The Ohio Department of Medicaid reported that 534 individuals 0-18 are in Group VIII (Expansion
Population) of the total 715,000.** This represents 0.074% of the total Group VIII population.

Taking all of these factors into account, child Medicaid coverage increased by 63 children since 2012.*

A very small percentage of Ohio 17456 hiren
children participate in the Ohio

Federal Exchange.

226,259 Adults
93%

The Children’s Health Insurance Program (CHIP) is critical to ensuring Ohio children

have the coverage they need, but only covers a small portion of Ohio children:***

210,887 i 210,887 Ohio children are covered under CHIP with a
e 97% Federal Medical Assistance Percentages (FMAP) rate.
- *  http://grcapps.osu.edu/dashboards/OMAS/child/
** SFY 2016 Medicaid Snapshot, Ohio Department of Medicaid
*** ODM enrollment report dated April 2017
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In Billions

3%z Ohio Children's Hospital Association
2015 MEDICAID FUNDING vs. COSTS AT-A-GLANCE

Based on 2015 Data (state fiscal year beginning July 1, 2014 or calendar year beginning January 1, 2015 depending on each hospital's fiscal year)
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Total Costs Total Payments FY 2025 Projected
All OCHA Hospitals All OCHA Hospitals Reimbursements
$1.84 Billion $1.54 Billion All OCHA Hospitals
$1.24 Billion

Enactment of per capita caps or block grants as
currently envisioned would result in a 20.75%*
reduction in Medicaid payments for Ohio children

Inpatient Outpatient Franchise Fee Assessment Paid (Net) on Medicaid (note this does NOT include the
disabled children who are catego-rized with the
M Hospital Care Assurance Program M Hospital employed physicians, adult disabled). This scenario assumes that the
(HCAP) Assessment Paid home health,outpatient lab services fiscal gap of FY 2015 was unchanged in FY 2025

except for the impact of proposed federal changes.

*Proposed Block Grants, Per Capita Caps and Their Impact on Ohio Medicaid Funding for Children, A Capital Partners Report, April 28,
2017, based on data from Kaiser Family Foundation, Center for Budget and Policy Priorities, and Center for Community Solutions.
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