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STATE: Missouri

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES
Inpafient Hospital Services Reimbursement Plan

. GENERAL REIMBURSEMENT PRINCIPLES

A.  Forinpatient hospital services provided for an individual entitled to
Medicare Part A inpotient hospital benefits and eligible for
Medicaid, reimbursement from the Missouri Medicaid program will
be available only when Medicaid’s applicable payment schedule
amount exceeds the amount paid by Medicare. Medicaid's
payment will be limiled to the lower of the deductible and
coinsurance amounts or the amount the Medicaid applicable

- payment schedule amount exceeds the Medicare payments. For— - -
all other Medicuaid recipients, unless otherwise limited by rule,
reimbursement will be based solely on the individual recipient's days
ot care {within benedit imitations) mulliplied by the individual
hospital’s Title XiX per-diem rate. As described in paragraph V.D.2.
of this sule, as part of each hospital's fiscal year-end cost settliement
determination, a comparison of total Medicaid-covered aggregate
charges and total Medicaid payments will be made and any
hospital whose aggregate Medicaid per-diem payments exceed
aggregate Medicaid charges will be subjecs to a refroactive
adjustment.

8.  The Title XX reimbursement for hospitals located outside Missour
: and for federally-operated hospitals in Missouri will be determined
as stated in section {Xill) of this plan. '

C. ~ The Tille XIX reimbursement for hospitals, excluding those located
outside Missouri and in-state federal hospitals, shalt include per-
diem payments, and disproporfionate share paymenits; various
Medicaid Add-On payments, as described in this plan; or a safety
net adjusiment, poid in lieu of Direct Medicaid Payments described
in section XV and Uninsured Add-Ons described in subsections XVII.B
and XVII-1. Reimbursement shall be subject to availability of federal
financial participation (FFP).

1. Per-diem reimbursement - The per diem rate is established in
accordance with section . : : :

2. Quipatient reimbursement is described in Atachment 4,198,
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3. Disproportionate share reimbursement - The disproportionate
shara payments described in sections XVI, XVI-1, XVIL.B, and
XVII-1 include both the federally mandated reimbursement for
hospitals which meet the federal requirements in Subsection VI.A.1
and 2 and the discretionary disproportionate share payments which
are allowable but not mandated under federal regulation. These

Net and Uninsured Add-Ons shail not exceed one hundred

percent (100%) of the unreimbursed cost for Medicaid and the cost
of the uninsured unless otherwise permitted by federal law.

4. Medicaid Add-Ons - Medicaid Add-Ons are described in sections
XV, XVIll, XX, XXII, and XXill and are in addition to Medicaid per-

diem payments. These payments are subject 1o the federal
Medicare Upper Limit tast.

5.  Safety Net Adjustment - The payments described in subsection XVI
are paid in lieu of Direct Medicaid Payments described in section
XV'and Uninsuréd Add-Ons described in subsaction XVILE. - ' e

6. For State Fiscal Year (SFY) 2004 and State Fiscal Year (SFY)
2005, each participating hospital will be paid semi-annual
payments for unreimbursad cost of providing services to the
uninsured, up to the Medicare Upper Payment Limit, as authorized
by federal law.

(@) The Medicare Upper Payment Limit is calculated using the
following methadology:

(1)  Medicare acute costs and payments for each hospital
are obtained from the hospitals’ FY 1899 cost reports.
This information is summarnized by category (State,
Non-State Govemment and Non-Govemment).

(2)  The Medicare paid-to-cost ratio is calculated for each
hospital using the FY 1999 cost report data.

(3) * Medicaid costs for sach hospital are obtained from 4™
prior year desk reviewed cost reports trended for
inflation through the current state fiscal year.
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{d) The State will ensure that no payments made under this -
methodology will exceed the Federal Upper Payment Limits
at 42 CFR 447.272, unless authorized by federal law, as
caiculated in subparagraph 7.{b) above.

il Definitions.

A.  Allowable costs. Allowable costs are thoge related to covered Medicaid
servicas defined as allowable in 42 CFR chapter IV, part 413, except as
specifically excluded or restricted in 13 CSR 70-15.010 or the Missouri
Medicaid hospital provider manual and detailed on the desk reviewed
Medicaid cost report. Penalties or incentive payments as a result of
Medicare target rate calculations shall not be considered allowable costs.

... Implicit in any definition of allowable cost is that this cost is allowable only
to the extent that it relates to patient care; is reasonable, ordinary and
necessary; and is not in excess of what a prudent and cost-conscious
buyer pays for the given service or item. For purposes of calculating
disproportionate share payments and to ensure federal financial
participation {(FFP), allowable uncompensated costs must meet definitions
defined by the faderal govemment.

B. Bad debt - Bad debts should include the costs of caring for patients who
have insurance but are not cover the particular services, procedures or
treatment rendered. Bad debts should not include the cost of caring for
patients whose insurance covers the given procedures but limits
coverage. In addition, bad debis should not include the cost of caring for
patients whose insurance covers the procedure although the total
payments to the hospital are less than the actual cost of providing care.

C.  Base cost report—Desk-reviewed Medicare/Medicaid cost report from the
fourth prior year. if & facility has more than ohe (1) cost report with
periods ending in the fowrth prior year, the cost report covering a full
twelve (12) month period ending in the faurth prior year will be used. K
none of the cost reports cover a full twelve (12) months, the cost report
with the latest period ending in the fourth prior year will be used.
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Any changes to the desk reviewed cost report after the Division issues a final
decision on assessment or payments based on the base cost report will not be
included in the calculations.

Case mix index. The average DRG relative welght as determined from claims
Inforrmation filed with the Missouri Department of Health and Senior Services.
This calculation will incdlude both fee-for-service and managed care
Information. The DRG weight used in the calculation Is the same for all years
and Is the weight that is associated with the latest year of data that Is being
analyzed (i.e. for SFY 2004, welghts for 2003 are applied to all years). The
DRG weights will be updated annually using the information published by CMS
In the Federal Register.

Charity Care - results from a provider's policy to provide health care services
free of charge or & reduction in charges because of the indigence or medical
Indigence of the patient.

Contractual aliowances--Difference between established rates for covered
services and the amount paild by third-party payers under contractual
agreements.

Cost report. A cost report detalls, for purposes of both Medicare and Medicaid
reimbursement, the cost of rendering covered services for the fiscal reporting
period. The Medicare/Medicald Uniform Cost Report contains the forms
utifized In flling the cost report,

Critical Access. Hospltals which meet the federal definition found in section
1820(¢){2)(B) of the Social Security Act. A Missourl expanded definition of
critical access shall also include hospitals which meat the federal definitions of
both a rural referral center and sole community provider and is adjacent to at
least one county that has a Medicaid eligible population of at least twenty-five
percent {25%) of the total population of the county or hospitals which are the
sole community hospital located in a county that has & Medicaid population of
at least twenty-five percent {25%) of the total population of the county.

Disproportionate Share Reimbursement. The disproportionate share
payments described In sectlons XV, XvI-1, XVILB, and XVII-1 include both
the federally mandated reimbursement for hospitals which meet the federal
requirements in Subsection V.A.1 and 2 and the discretionary
disproportionate share payments which are allowed but net mandated under
federal regulation. These Safety Net and Uninsured Payment Add-Ons shall
not exceed one hundred percent (100%) of the unreimbursed cost for

;ﬂedicaid and the cost of the uninsured unless otherwise permitted by federal
aw.

Effactive date.
1. The plan effective date shall be October 1, 1981.
2. The adjustment effective date shall be thirty (30) days after

notification of the hospital that its reimbursement rabe has been
changed unless modified by other sections of the plan.

State Plan TN# MO 11-12 , Effective Date _07/01/11
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Trénd indices (TY). Trend indices are determined based on the four (4) quarter average DRI
Index for DRI-Type Hospital Market Bagket as published in Health Care Costs by
ORIMcGraw-Hill for SFY 1995 to 1888. Trend indices starting in SFY 1980 will be
determined based on the CP] Hospital index as published in Health Care Cost by
DRIMcGraw-Hill for each SFY starting with SFY28,

1. The Tl are set forth below:

State Fiscal Year 1894 - 4.6%.,
State Fiscal Year 1895 - 4.45%:;
State Fiscal Year 1996 - 4.575%;
State Fiscal Yaar 1897 - 4,05%;
State Fiscal Year 1908 - 3.1%:;
State Fizscal Year 1999 - 3.8%
Stale Fiscal Year 2000 - 4.0%
State Fiscal Year 2001 - 4.6%
State Fiscal Year 2002 - 4.8%

. State Fiscal Year 2003 - 5.0%
State Fiacal Year 2004 - 6.2% -
State Fiscal Year 2005 - 6.7%
State Fiscal Year 2008 - 5.7%
State Fiscal Year 2007 - 5.9%
State Fiscal Year 2008 - 5.5%
State Fiscal Year 2008 - 5.5%
State Fiscal Year 2010 - 3.9%
State Fiscal Year 2011 - 3.2% -- The 3.2% trend shall not be applied in
determining the per dism rate, Diract Medicaid payments or uninsured
payments.

S. Stata Fiscal Year 2012 - 4,.0%

2. Tha Tl for SFY 96 through SFY 98 are applied as a full percentage to the QC of the
per-diem rate and for SFY 89 the OC of June 30, 1998 rate shall be trended
1.2% and for SFY 2000 the OC of June 30, 1969 rate shall be trended by 2.4%.
The OC of the June 30, 2000 rats shall be trended by 1.95%.

3. The per diem rate shall be reduced as necessary to avoid any negative Direct
Medicaid Payments computed in accordance with subsection XV-1.8. If the per
diem rate excesds the tranded cost per day as set forth in subsection XV-1 .B., the
per dism rate shall be reduced to equal the trended cost per day.

4, A facility previously enrolied for participation in the MO HesithNet Program, which
either voluntarily or involuntarily terminates its particpation in the MO HealthNst
Program and which reenters the MO HealthNet Program, shall haveits MO HaalthNet
rate determined in accordance with Section IV,

AOVOZEr A="IOMMOUOW»
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(5} Non-covered chanjes combined under a separaté heading;

(6} Total charges;

(7)  Any partial payment made by third party payors (cialms paid
equal to or In excess of Medicald payment rates by third party
payors shall not be included in the log);

(8) Medicaid payment received or adjustment taken; and

{9) Date of remittance advice upon which paid claim or adjustment
appeared.

(c) A year-to-date total must appear at the bottom of each log page or
after each applicable group total or a surnmation page of all subtotals
for the fiscal year activity must be included with the log; and

=== (@}~ Not to be Included in the outpatient log are-claims or line-item - —-. — - -

outpatlent charges denied by Medicaid or claims or charges paid from
an established Medicaid fee schedule. This would include payments for
hospital-based physicians and certified registered nurse anesthetists
billed by the hospitai on a professional services claim, payments for
certain specified clinical diagnestic laboratory services, or payments for
services provided by the hospital through enroliment as a Medicaid
provider type other than hospital outpatient.

2. Records of related organizations, as defined by 42 CFR 413.17, must be
avallable upon demand to those individuals or organizations as listed in
Section V B.1 of this plan.

3. Records to support and document DSH payments must be maintained and
available for future federal audits. Records used to complete DSH audit
surveys shall ba kept seven (7) years following the final DSH audit. For
example, the SFY 2011 state DSH survey will use 2009 cost data which must
be maintalned seven (7) years following the completion of the 2014 DSH
audit (2022). Records provided by hospitals to the state's independent
auditor shall also be maintained for seven (7) years following the completion
of the final federal 2014 DSH audit,

4, The MO HealthNet Division shall retain all uniform cost reports submitted for a
period of at least three {3) years following the date of submission of such
reports and will maintain those reports pursuant to the record keeping
requirements of 42 CFR 413.20. If an audit by or on behalf of the state or
federal government has begun but is not completed at the end of the three
(3)-year period, or if audit findings have not been resolved at the end of the
three (3)-year period, the reports shall be retained until resolution of the
audit findings.

State Plan TN#_MO 11-12 Effective Daie_07/01/11 ‘
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The MO HealthNet Division shall maintain any responses received on this plan,
subsequent changes to this plan, and rates for a patiod of threa (3) years from
the deate of receipt.

New, Expanded, or Terminated Services. A hospital, at times, may offer to the public

+-new oF expanded inpatient servicas which may require Certificate of Need (CON)
approval, or may permanently terminate a service. :

1.

Siate Plan TN# _MO 11-12 ' - Effective Date 07/01/13
Supersedes TN# 0602 , Approval Dote § '

A slate hospital, i.e., one owned or operated by the Board of Curators as provided
for in Chapter 172, RSMo, or one owned or operated by the Department of
Meantal Health, may offer new or expandad inpatient services to the public
provided it receives legislative appropriations for the project. A state hospital may
submit a request for inpatient rate reconsideration if $he project mests or axceeds
a cost threshold of one (1) million dollars for capital expenditures or one (1)
million dollars for major medical equipment expenditures as described in 18 CSR
60-50.300. :

Nonetate hospitals, i.e., not owned or operated by the Board of Curators as
provided for in Chapter 172, RSMo, or not owned or operated by the Dspartment
of Menta] Health, may aleo offer new or expanded inpatient services to the public,
&nd incur costs asgociated with the additions or expansions which may qualify for
inpatient rate reconsideration requests. Such projects may require a Cerificate of
Nesed (CON). Rate reconsideration requests for projects requiring CON review
must include a copy of the CON program approval. Nonstate hospitals may
request inpatient rate reconsiderations for projects not requiring review by the
CON program, provided each project mests or exceeds a cost thrashold of one
(1) million dollars for capital expenditures as described in 19 CSR 60-50.300.

A hospital (state or nonstate) will have six (8) months after the new or sxpanded
service project is completed and the service is offered to the public to submit a
request for inpatient rate reconsideration, along with a budget of the project's
costs. The rate reconsideration request and budget will be subject to desk review
and audit. Upon completion of the desk review and audit, the hospital's inpatiant
reimbursement rates may be adjusted, if indicated. Failure to submit a request
for rate reconsideration and project budget within the six (6) month period shall
disqualify the hoapital from receiving a rate increase prior to recagnizing the
increase through the trended cost calculation (direct Medicaid payments). Failure
to submit & request shall not prohibit the division from reducing the rate in the
case of a terminated sérvics.

Failure to submit 2 budget concarning terminated services may result in the
imposition of sanctione as described in 13 CSR 70-3.030.

The effective date for any increase granted under this subsection shall be no
@arlier than the first day of the month following the MO HealthNet Division’s final
determination on rate reconsideration.

=Y
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1. A comprehensive hospital audit program shall ba established in
cooperation with the Missouri Medicare fiscal intermediary, Under the
tarms of the Common Audit Agreement, the Medicare intermediary shall
perform the following:

{a} Desk review all hospital cost reports;
{by Determine the scope and format for on-site audits;

() Perform field audits when indicated in accordance with Title XIX
principles; and

(d)  Submit to the state agency the final Title XVIII cost report
.with respect to each such provider. .. ... .. ... ...
2.  The state agency shall review audited Medicaid-Medicare cost reports for

each hospitals fiscal year in accordance with Appendix B.

3.  Annual DSH audits are completed by an independent auditor in

accordance with federal DSH audit standards. Hospitals reoewmg DSH
payments are subject to the annual DSH audit.

Adjustmenis to Rates

The prospectively determined individual hospital's reimbursement rate may be adjusted
only under the following circumstances:

1.

When information contained in the cost report is found to be intentionally
misrepresented. Such adjustment shall be made refroactive to the date of the
originaf rate. Such adjustment shail not preciude the Medicaid agency from
imposing any sanctions authorized by any statute or regulation;

When rate reconsideration is granted in accordance with subsection V.F.;

When the Medicare per-diem rate is changed by the servicing fiscal intermediary
based on a new audit finding for the base year. This adjustment may be applied
and effective no earlier than the first day of the month following notification by
the MO HealthNet Division; and

When a hospital documents to the MO HealthNet Division, a change in its status
from nonprofit to proprietary, or from proprietary to nonprofit, its direct Medicaid
payments for the State Fiscal Year will be adjusted to take into account

State Plan TN# MO 11-12 Effective Date 07/01/11
Supersedes TN#_00-15 Approval Date #AY = 82017
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'D.  Specialty Pediatric hospitals shall not qualify for disproportionate share payments by meeting
the state defined requirements. However, they will qualify for disproportionate share paymenis
if they meet the federal requirements as defined in (VI} (A) 1. and (VI) (A) 2.

E. Hospitals shall not send amended cost reports or other data necessary for qualification for
disproportionate share classification for purposes of rate reconsideration unless the reports or
other necessary data are received within sixty (60) days of the date of the division's notification
of the ﬁnal determination of the rate.

F. Hospital-spec;ﬁc DSH cap. Unless otherwise permitied by federal law, disproportionate share
payments shall not exceed one hundred percent (100%) of the unreimbursed cost for Medicaid
and the cost of the uninsured. The hospital-specific DSH cap shall be computed by combining
the estimated unreimbursed Medicaid costs foi each hospital, as calculated in Section XV, with
the hospital’s corresponding estimated nninswred costs, as determined in Sections XVII and
XVI-1. i the sum of disproportionate share payments exceeds the estimated hospital-specific
DSH cap, the difference shall be deducted in order as necessary from safety net payments, other
disproportionate share lamp sum payments, direct Medicaid payments, and if necessary, as a
reduced per diem. All DSH payments in the aggregate shafl not exceed the federal DSH
allotment within a state fiscal period.

State Plan TN# MO 11-12 Effective Date _07/01/11
Supersedes TN# 05-04 Approval Date __ §jAY = 82017
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XVI-1. Safety Net Adjustment, Effective beginning with SFY 2009, a Safety Net
Adjustment, in lieu of the Direct Medicaid Payments and Uninsured Add-
Ons, shall be provided for each hospital which qualified as '
disproportionate share under the provision of paragraph VI.A4. The safety

net adjustment payment shall be made prior to the end of each federal
fiscat year. ;

A. The safety net adjustment for facilities which meet the requirements in
subparagraph VLA.4.(b) or VLA.4{c) shalf be computed in accordance
with the Direct Medicaid Payment calculation described in section XV
ond the uninsured costs calculation described in subsechion XVil. The
safety net adjustment will include the last three quarters of the SFY
ending June 30 and the first quarter of the next SFY beginning July 1 1o
comrespond with the FFY of October 1 to September 30,

B. The safely net adjustiment for faciliies which qualify under subparagraph

VI.A.4.[d) shall be computed in accordance with the Direct Medicaid
- paymentcalcolation described in section XV and uptoone hundred -

percent (100%) of the uninsured costs calculation described in
subsection XVl or a payment up to the hospital specific DSH cap
amount, whichever is lower. The safety net adjustment will include the
last three {3) quoarters of the SFY ending June 30 and the first quarter of
the next SFY beginning July 1 to corespond with the FFY of October 1 1o
September 30,

C.  Noiwithslanding subparagraph B, the safety net adjustment for
governmental facilities in state fiscal year 2004 and 2005 shall be up to
175% of unreimbursed Medicaid costs plus 175% of the Uninsured costs
calculation described in subsection XVILB. subject to the stale's
disproportionate share allotment and IMD cap. The safety net
adjustment shall be on a state fiscal yeor basis in these years,

State Plan TN# _MO 11-12 Effective Date 07/01/11
Supersedes TN#_10-12 Approval Date FﬂY - 82012
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X¥-1. Enhanced Graduate Medical Education (GME) Paymeni— Effective
beginning with SFY 2009, an Enhanced GME payment shall be made to
any acule care hospital that provides graduated medical education
{teaching hospital}.

A,

State PlonTN#  _MO 11-12
Supersedes TN# _07-05

The enhanced GME payment shall be computed in accordance
with subsection [XX]({8). The payment sholl be made at the end of
the state fiscal year. The enhanced GME payment for each fiscal
year shall be computed using the most recent cost data available
when the enhanced GME payment is computed. If the cost report
is less than or more than a twelve [12)-month period, the cost report
data will be adjusted fo reflect a twelve {12)-month periad. The
state share of the enhanced GME payment to a hospital that has

~_cash subsidies shall come from funds certified by the hospital.

The enhanced GME payment will be computed by first determining
the percentage difference between the McGraw-Hill CPl index for
hospital services and Medicare update factors applied to the per
resident amounts from 1984 to the most recent SFY. For example,
the percentage difference has been computed to the eighty-five
and sixty-two-one-hundredth percent [85.62%) for SFY 2000. The
percentage difference is then multiplied by the Medicaid share of
the aggregate opproved amount reported on worksheet E-3 part IV
of the Medicare cost report {(HCFA 2552-94) for the fourth prior fiscal
yvear and frended o the cument state fiscal year. The resulfing
product is the enhonced GME payment.

Beginning with SFY 2012, enhanced GME paymenis will be made
following the end of the state fiscal vear.
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OS Notification
State/Title/Plan Number: Missouri 11-012
Type of Action: SPA Approval
Required Date for State Notification: 05/15/2012
Fiscal Impact: FFY 11 $12,521,000 FFY 12 $50,214,000

Number of Services Provided by Enhanced Coverage, Benefits or Retained
Enroliment:__(

————

Number of Potential Newly Eligible People: 0
;)Zliigibility Simplification: No

Provider Payment Increase: Yes or Decrease: No
Delivery System Innovation: No

Number of People Losing Medicaid Eligibility: _ 0

Reduces Benefits: No

Detail:

Effective for services on or after July 1, 2011, this amendment provides for a trend increase
of 4% in inpatient hospital per diem rates. This SPA also clarifies audit and record
keeping requirements associated with the independent DSH audits, updates the plan
language to correct erroneous references to other State plan sections, and changes the
timing of enhanced graduate medical education payments (from periodically during the
State fiscal year to being made once at the end of the SFY). Inpatient hospital payments in
Missouri are funded by state appropriations, a previously approved provider tax, and

previously approved IGTs.

Other Considerations:

This plan amendment has not generated significant outside interest and we do not

recommend the Secretary contact the governor.
CMS Contact:

Tim Weidler (816) 426-6429
National Institutional Reimbursement Team





