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DEPARTMENT OF HEALTH & HUMAN SERVICES
Centers for Medicare & Medicaid Services

7500 Security Boulevard, Mail Stop 52-26-12
Bailtimore, Maryland 21244-1850

CENTERS FOR MEDICARE & MEDICAID SERVICES
CENTER FOR MEDICAID & CHIP SERVICES

MAY 09 201

Richard Armstrong, Director
Department of Health & Welfare
Towers Building — Tenth Floor
PO Box 83720

Boise, Idaho 83720-0036

RE: Idaho SPA TN# 13-017

Dear Mr. Armstrong,

We have reviewed the proposed amendment to Attachment 4.19-A of your Medicaid State plan
submitted under transmittal number (TN) 13-017. This amendment revises the calculation of the
inpatient private hospital upper payment limit (UPL) through the application of Medicare’s
prospective payment system, which is a diagnosis-related group (DRG) approach.

We conducted our review of your submittal according to the statutory requirements at sections
1902(a)(2), 1902(a)(13), 1902(a)(30), 1903(a) and 1923 of the Social Security Act and the
implementing Federal regulations at 42 CFR 447 Subpart C. We are pleased to inform you that
Medicaid State plan amendment 13-007 is approved effective as of July 1, 2013. For your files, we

are enclosing the HCFA-179 transmittal form and the amended plan pages.

If you have any questions concerning this state plan amendment, please contact Tom Couch, CMS’

Boise Outstation Office, at 334-9482 or Thomas.Couch@cms.hhs.gov .

Sincerely,

indy Mann
Director
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02.

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.).

SUPPLEMENTAL PAYMENTS FOR PRIVATE HOSPITALS.

The supplemental payments made to private 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.

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 departments, and private hospitals that are categorized as “rehabilitation” or “psychiatric” as
provided in section 11.C. of the “Application for Hospital Licenses and Annual Report 2012” by the
Burcau of Facility Standards of the Department 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 systen,
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 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.).
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