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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State of MICHIGAN
Methods of Payment of Reasonable Costs - Inpatient Hospital Services

. Capital

The initial reimbursement for capital will be paid as a separate Capital Interim Payment (CIP). CIPs will be
made using a monthly schedule (12 equal payments per year). The CIP amount will be set using cost data
from the most recently filed cost report and an estimated impact of any applicable limits on capital. For
example, capital costs from a hospital’s October 31, 2011 cost report would be used to calculate the CIP
amount for the hospital’s fiscal period that ends October 31, 2013. CIP amounts will be set annually at the
beginning of the hospital's fiscal year by combining Medicaid routine and ancillary capital costs from the CMS
2552-10.

The CIP amount for the medical/surgical component of the hospital is established using the following lines (or
comparable lines from succeeding cost reports) from the hospital’s cost report. The routine capital costs are
obtained from the CMS 2552-10, Worksheet D, Part |, Title XIX Column 7, Lines 30-35 and 43. The ancillary
capital costs are obtained from the CMS 2552-10 Worksheet D, Part ||, Title XIX, Column 5, Lines 50-77 and
90-92.

The CIP amount for freestanding rehabilitation hospitals or distinct part rehabilitation units is established using
the following lines from the hospital’s cost report. The routine capital costs are obtained from the CMS 2552-
10, Worksheet D, Part |, Title XIX, Line 41. The ancillary capital costs are obtained from the CMS 2552-10,
Worksheet D, Part |l, Title XIX, Column 5, Lines 50-76,99 and 90-92.

CIPs may be adjusted due to significant changes in capital costs that are not reflected in the most recent cost
report.

After the end of the facility's fiscal year, the total amount paid under CIP is compared with total capital cost as
reported on the filed cost report for that year less any capital limits that apply. Differences are reconciled
against the final capital amount for the applicable hospital fiscal period. Final settlements are calculated
beginning 27 months after the end of a hospital’s fiscal year end. Final capital costs for an applicable hospital
fiscal period are calculated by combining Medicaid routine and ancillary capital costs from the CMS 2552-10 for
the applicable hospital fiscal period. The same lines used to determine the hospital's CIP amount described
above are used to determine the hospital’s final capital amount.

If a hospital has a separate distinct part psychiatric unit, separate CIPs, comparisons to actual costs and
determination of appropriate limits will be made for the distinct part unit and the balance of the inpatient
hospital.

The Medicaid share of allowable capital costs is determined using Medicare Principles of Reimbursement.

The limits on capital described in this section apply for fiscal years beginning on and after October 1, 1990.
The net licensed beds days calculation for hospitals whose fiscal year begins after September 30, 1990 and
before January 1, 1991 and that reduce their licensed bed capacity by delicensing beds or using the rural
banked beds option before January 1, 1991 will be made as if the reduction occurred on October 1, 1990.

Net licensed beds are used to determine net licensed bed days for capital reimbursement and include all beds
temporarily delicensed, except for rural banked beds, with rural as defined under section 2 below. Net licensed
bed days are:

Total Licensed Bed Days - Rural Banked Bed Days

A hospital may apply for a reduction in net licensed beds days to subtract bed days unavailable due to
construction or renovation. Such a reduction is only available for beds which are taken out of service for
construction or renovation for a limited period of time and which are returned to active inpatient service at the
end of the construction or renovation project. Documentation of the construction or renovation project will be
required.
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