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The supplemental payments made to non-state government-owned and/or operated hospitals are subject 
to prior federal approval and a contractual commitment by the hospitals not to allow expenditures paid 
for by the supplemental payments to be included in costs used to set Medicaid hospital payment rates. 

The supplemental payments shall not be subject to rules governing payments to hospitals found in 
IDAPA 16.03.9 (Effective 3/30/07). However, they shall not exceed the Medicaid upper payment limits 
for non-state government-owned and/or operated hospital payments. The Medicaid upper payment limit 
analysis will be performed prior to making the supplemental payments. 

Distributed supplemental payments will be made by the end of each State fiscal year and will be 
calculated based on the previous calendar year's Medicaid payment data (e.g., For State fiscal year 
2014, the 2012 calendar year will be used to calculate the Medicaid payment data.). 

02. SUPPLEMENTAL PAYMENTS FOR PRIVATE HOSPITALS. 

The supplemental payments made to private hospitals are subject to prior federal approval and a 
contrach1al commitment by the hospitals not to allow expenditures paid for by the supplemental 
payments to be included in costs used to set Medicaid hospital payment rates. 

Subject to the provisions of this section, eligible providers of Medicaid inpatient hospital services shall 
receive a supplemental payment each state fiscal year. Eligible providers are private hospitals with 
emergency depa1iments, and private hospitals that are categorized as "rehabilitation" or "psychiatric" as 
provided in section II.C. of the "Application for Hospital Licenses and Annual Repmi 2012" by the 
Bureau ofFacility Standards of the Depa1tment of Health and Welfare. 

The supplemental payments are intended to be used to improve access to health care. The payments 
made to these facilities will be based on the aggregate difference in the actual amount paid by the 
Medicaid program and the amount that would have been paid up to the DRG Medicare payment 
principles. The upper payment limit will be determined on an annual basis. This approach 
identifies the upper limit through the application of Medicare's prospective payment system, 
which is a diagnosis related group (DRG) payment system. The upper payment limit computes 
for each hospital the Medicare DRG payment amount for each Medicaid discharge by 
determining a Medicare equivalent case mix index based on Medicaid discharges. 

This upper payment limit also uses a payment per discharge calculation of the amount of 
Medicare pass-through and add-on reimbursement including, but not limited to outlier, 
graduate medical education, organ acquisition, routine and ancillary pass-through, IME, DSH, 
and capital payments. The Medicare pass-through and add-on reimbursement are identified 
from the Medicare cost report and adjusted for Medicaid where applicable. The hospital's 
Medicare payment per discharge, which includes the DRG and pass-through/add-on amounts 
are applied to the number of Medicaid discharges. The latest available information is used for 
Medicare DRG, Medicare pass-through and add-on payments, Medicare discharges, and 
Medicaid discharges. Inflation factors are defined from Global Insight's CMS PPS Hospital 
Market Basket. The inflation factors are applied accordingly to determine individual hospitals 
Medicare payment for the UPL period. The sum of each hospital's estimated Medicare payment 
for Medicaid discharges is the aggregate upper payment limit for the private hospital class. 
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Supplemental payments made to the private hospitals that provide inpatient hospital services will be 
distributed to all hospitals within that group based on a hospital's percentage of Medicaid inpatient days 
to total inpatient days within the group. 

The supplemental payments shall not be subject to rules governing payments to hospitals found in 
IDAPA 16.03.09 (Effective 3/30/07). However, they shall not exceed the Medicaid upper payment 
limits private hospital payments. The Medicaid upper payment limit analysis will be perfonned prior to 
making the supplemental payments. 

Distributed supplemental payments will be made by the end of each State fiscal year and will be 
calculated based on the previous calendar year's Medicaid payment data (e.g., For State fiscal year 
2014, the 2012 calendar year will be used to calculate the Medicaid payment data.). 
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