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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES- INPATIENT 
HOSPITAL CARE (Continued) 

Rate Setting Methods- Development of Implementation Year Operating Rates, Updates 
and Rebasing (Continued) 

The implementation year rates will be updated in FY96 using published TEFRA inflation 
indices. Rates will be rebased using fiscal year 1994 claims and cost report data for 
implementation in State FY97. 

Other Related Inpatient Reimbursement Policies 

Outliers - High cost outliers will be identified when the cost of the discharge exceeds the 
threshold of four times the hospital operating rate per discharge. Outlier cases will be 
reimbursed at the discharge rate plus 70 percent of the difference between the outlier 
threshold and the total cost of the case. Costs of the case will be determined by applying 
the hospital-specific cost to charge ratio to the allowed charges reported on the claim for 
discharge. 

Effective January 1, 2006, any provider with a high cost client case (outlier) will receive 
an interim payment; that is, a payment prior to the discharge of that patient when the 
charge amount reaches the designated level. An interim payment will be made for that 
inpatient stay when the client's charges have reached twenty-five (25) times the general 
discharge rate of that facility, or when the client's stay is greater than sixty (60) days. 
Additional interim payments will be made when either of the outlier conditions for an 
interim payment is met again. The interim payment amount is based on the current 
reimbursement methodology used to pay outliers. Upon the discharge of the client, the 
facility will receive the balance of the payment that would have been paid if the case 
were paid in full at the time of discharge. 
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