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5.  (alculation of the hospitai-specific base APC rates

a.

The final payment rate for the current rebasing uses the hospital’s base-year cost
report. The rates have been trended forward using inflation indices of 2.0% for SFY
2000, 3.0% for SFY 2001, (3.0%) for SFY 2002, 0,0% for SFY 2003, 0.0% for SFY
2004, 0.0% for SFY 2005, 3.0% for SFY 2006, 3.0% for SFY 2007, 0.0% for SFY
2008, and 1.0% for SFY 2009. For services beginning on December 1, 2009, rates
shall be reduced by 5.0%. For services beginning on July 1, 2010, rates effective June
30, 2010, shall be increased by 13.74% except for the University of lowa Hospital and
clinics and out-of-state hospitals. For services beginning on August 1, 2011, rates
effective July 31, 2011, shall be increased by 3.38% except for the University of lowa
Hospital and clinics and out-of-state hospitals.

Rates of hospitals receiving reimbursement as critical access hospitals are not trended
forward using inflation indices.

Using the hospital’s base year cost report, hospital-specific outpatient cost-to-charge
ratios are calculated for each ancillary and outpatient cost center of the Medicare cost
report, Form CMS 2552-96.

The cost to charge ratios are applied to each line item charge reported on claims in the
Medicaid claim set, to calculate the Medicaid cost per service. The hospital’s total
outpatient Medicaid cost is the sum of the Medicaid cost per service for all line items.

The following items are subtracted from the hospital’s total outpatient Medicaid costs:

(1) The total calcutated Medicaid direct medical education costs for interns and
residents based on the hospital’s base-year cost report. The reimbursement for
direct medical education is allocated to the Graduate Medical Education and
Disproportionate Share Fund and is not paid on a per-claim basis. The
requirements to receive payments from the fund, the amount allocated to the fund,
and the methodology used to determine the distribution amounts from the fund are
found in Section 17.

(2) The total calculated Medicaid cost for non-inpatient program services.

(3) The total calculated Medicaid cost for ambulance services.
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(4) The total calculated Medicaid cost for services paid based on the lowa Medicaid
fee schedule. '
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