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DEPARTMENT OF HEALTH AND HUMAN SERVICES 
Centers for Medicare & Medicaid Services 
7500 Security Boulevard, Mail Stop S2-26-12 
Baltimore, MD 21244-1850 
 

 
 
 
Financial Management Group 
 
November 15, 2017 
 
 
Mr. Dave Richard 
Deputy Secretary  
Division of Medical Assistance 
2001 Mail Service Center 
Raleigh, NC 27699-2501 
 
Attention: Teresa J. Smith 
 
RE:  State Plan Amendment NC 17-0007 
 
Dear Mr. Richard: 

 
We have reviewed the proposed amendment to Attachment 4.19-A of your Medicaid state 
plan submitted under transmittal number (TN) 17-0007.  Effective July 8, 2017 this 
amendment modifies the State’s reimbursement methodology for calculating the upper 
payment limit for inpatient hospital services.   Specifically, it updates the methodology to be 
consistent with changes made by Medicare in the treatment of uncompensated care cost.   
 
We conducted our review of your submittal according to the statutory requirements at sections 
1902(a), 1902(a)(13), 1902(a)(30), 1903(a), and 1923 of the Social Security Act and the 
implementing Federal regulations at 42 CFR Part 447.    We have found that the proposed 
changes in payment methodology comply with applicable requirements and therefore have 
approved them with an effective date of July 8, 2017.   We are enclosing the CMS-179 and the 
amended approved plan pages. 
 
If you have any questions, please call Stanley Fields at (502) 223-5332. 
 

Sincerely, 
 
//s// 
 
Kristin Fan 

     Director 
 



 
DEPARTMENT OF HEALTH AND HUMAN SERVICES                                                                                                                                                        FORM APPROVED 
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FORM HCFA-179 (07-92) 

TRANSMITTAL AND NOTICE OF APPROVAL OF 
STATE PLAN MATERIAL 

 
FOR: HEALTH CARE FINANCING ADMINISTRATION 

1. TRANSMITTAL NUMBER: 
        17-0007 

2. STATE 
     NC 

3. PROGRAM IDENTIFICATION:  
TITLE XIX OF THE SOCIAL SECURITY ACT (MEDICAID) 

TO: REGIONAL ADMINISTRATOR 
        HEALTH CARE FINANCING ADMINISTRATION 
        DEPARTMENT OF HEALTH AND HUMAN SERVICES 

4. PROPOSED EFFECTIVE DATE 
    July 7, 2017 

5. TYPE OF PLAN MATERIAL (Check One): 
 
   NEW STATE PLAN                              AMENDMENT TO BE CONSIDERED AS NEW PLAN                     AMENDMENT 

COMPLETE BLOCKS 6 THRU 10 IF THIS IS AN AMENDMENT (Separate Transmittal for each amendment) 

6. FEDERAL STATUTE/REGULATION CITATION: 
 
42 CFR 447 

7. FEDERAL BUDGET IMPACT: 
 

a. FFY 2018     $0.00 
b. FFY 2019     $0.00 

8. PAGE NUMBER OF THE PLAN SECTION OR ATTACHMENT: 
 
Attachment 4.19-A, Page 13a, Attachment 4.19-A, Page 13b, 
Attachment 4.19-A, Page 13c, Attachment 4.19-A, Page 19, Attachment 
4.19-A, Page 19a, and Attachment 4.19-A, Page 19b 

9. PAGE NUMBER OF THE SUPERSEDED PLAN SECTION  
    OR ATTACHMENT (If Applicable): 
Attachment 4.19-A, Page 13a, Attachment 4.19-A, Page 13b, 
Attachment 4.19-A, Page 13c, Attachment 4.19-A, Page 19, 
Attachment 4.19-A, Page 19a, and Attachment 4.19-A, Page 19b 

10. SUBJECT OF AMENDMENT: 
 
Inpatient Hospital- Upper Payment Limit 

11. GOVERNOR’S REVIEW (Check One): 
        GOVERNOR’S OFFICE REPORTED NO COMMENT                                             OTHER, AS SPECIFIED: Secretary 
        COMMENTS OF GOVERNOR’S OFFICE ENCLOSED 
        NO REPLY RECEIVED WITHIN 45 DAYS OF SUBMITTAL 

12. SIGNATURE OF STATE AGENCY OFFICIAL: 
//s// 

16. RETURN TO: 
 
Office of the Secretary 
Department of Health and Human Services 
2001 Mail Service Center 
Raleigh, NC  27699-20014 

13. TYPED NAME: 
      Mandy Cohen, MD, MPH 
14. TITLE: 
     Secretary 
15. DATE SUBMITTED: 09/28/17 

FOR REGIONAL OFFICE USE ONLY 
17. DATE RECEIVED:09/28/17 
 

18. DATE APPROVED: 11/15/17 

PLAN APPROVED – ONE COPY ATTACHED 
19. EFFECTIVE DATE OF APPROVED MATERIAL: 
07/08/17 

20. SIGNATURE OF REGIONAL OFFICIAL: 
//s// 

21. TYPED NAME:  
Kristin Fan 

22. TITLE: Director, FMG 
 

23. REMARKS: Approved with following changes to block # 4. 
 
 
Block # 4 changed to read: July 8, 2017 

 



Atlachment 4.l9-A
Pago l3a

State Plan Under Title xlX ofthe Social Secur¡ty Act
Medical Assistance Progmm
State: NORTH CAROLINA

Paymen[s for Medical and RemedialCare and Solvices: Inpatient l-lospifal

University of North Carolina Hospital Adjustment

(h) In addition to the payments made clsewhele in lhis plan, hospitals ownod or controll€d by the University ofNofth
Carolina Health Ca|e System, as defined in N.C. Gen. Stat. $ I I 6-37, ale eligible for a supplemenlal payment for inpatient

hospital services. For a hospital eligible under this Paragmph, the payment in this Paragraph supersed€s th€ requirement, ¡n the

REIMBURSEMENT I,RINCIPLES and in Paragraph (b) of this Section, that such a hospital be paid allowable costs.

The total payment available for hospitats eligibte undel this Paragraph will be determined by aggregat¡ng the d¡fferonce between

what Medicare would pay 1'o[ each eligible hospital's Medicaid fee-for'service reimbursement as otherwise calculated under this

Statc PIan. For purposes ofcalculating this djfference, each un¡t in a hospital with a different Medicare payment systcm (e.9.

acute. psychiatr¡c, Ìehab¡litation) will be treat€d separâtely. 'Ihe specifÌc worksheet and Iine ofthe CMS 2552 cost report from

which th€ data is pullcd, ifapplicable. will be identified in tlÌe annual upper paym€nt li'nit (UPL) dcmonstrat¡on. Thc diflcrence

between what Medicare would pay and inÞatient Medicaid payments will be calculated as follows:

( l) Using the most culrent available Med¡çare cost report data, Modicale payments to each hospital shall be divided

into Medicare Payments Subject to the Case Mix Index (including base rat€, IME, DSH, high peicentage ofESRD beneficialy
discharges, capital payments, and SCll or MDII payments), Medicare Paym€nts Not Subject to the Case Mix lndex (including

DSH additional payment for uncompensated care, GME, olgan acquisition, costs associated with teaching physicians, and routine

service and other ancillary pass-through payments) and ou[licr payrnellts.

(2) Med¡care Payments Subject to the Case Mix Index shall be divid€d by the transfer-adjustcd Med¡care casc mix

index for the hospital, obtained fiþm the M€djcare PS&R for the appropriate t¡me period, to obtain Case Mix Adjusted Medicare

Payments Subject to the Case Mix Index.
(3) An Outlior Adjustment will be computed by applying the percentage of Med¡caid payments from the Medicaid

PS&R that ar.e attributable to outlier payments to the total Medicare Payments Nol Subiect to tho Case Mix Index.
(4) The Outliel Adjustment aûd Case Mix Adjusted Medicare Payments Subject to the Case Mix Indcx shall be added

to Medicare Payments Not Subioct to the Case M¡x Index to obta¡n Case Mix Adjusted Med¡care Payments.

(5) Case Mix Adjusted Medicare Payments shall bo div¡ded by the number of Medicare dischafges (from th€ Mcdicare

cost repoÍ) to obtain the Adjusted Medicare Payments Per Discharge. The Adjusted Medicare Payment Per D¡scharge shall bo

inflated ¡nto the cunent y€ar using the CMS PPS hospital markef basket index
(6) The Medicaid Paymeot Per Discharge shall be calculated using data from a Medicaid PS&R for the same year as

the Medicare cost report and run rÌo less than ni¡ìe (9) nìonths after the close ofthe cost reporl year. Total Medicaid Inpatient

Fee-For-Service Payments fiom the Mcdicaid PS&R shall be divided by'lbtal Modica¡d Dischargcs from the Medicaid PS&R to

obtain th€ Unadiusted Medicaid Paymont Per Discharge.
(7) The Unadjusted Medica¡d Payment Per Discharge shall be divided by the Case Mix Index for the Medicaid

populat¡on calculated using MMIS data to obtain the Adjusted Medicaid Payment Per Discharge. The Adjusted Medicaid

Payment Per Discharg€ shall be inflated into the current year using the CMS PPS hospital market basket index.
(8) The inflated Adjusted Medicaid Payment Per Discharge shall be subhacted from the ¡nflated Adiusted Medicare

I'ayment Per Discharge to obtain the Per Discharge Differential
(9) The Per Discharge Differential shall be multipli€d by the Case M¡x Index for the Medica¡d population and Total

Medicaid Discharges to calculate the Available Room Under the UPL
( 10) The Available Room Und€r the UPL for each eligibls hospital will be aggregated to create the Supplemental

payment Amount. Th€ tolal calculated Supplemontal Payment Amount will be paid to eligible hosp¡tals in payments made ûo

more fiequ€ntly than each quarter.

lfpayments in th¡s section would result in paymcnts to any category ofhospitals in excess ofthe upper payment iimit calculât¡on

rcquir.ed by 42 C.F.R. 447.272, paymenfs îor each elig¡ble hospital recoiving paymenls under this soction will be reduced

plopo[tionately to ensure compliance with the upper payment limit

TN. No. l7-0007
Supelsedes
'fN. No. l4-046

Approval Date: 

-[l]!-fuþ-[,[Jl/ 
Efr. Date: o7/08/2017



Attachment 4.19-A
Page 13b

State PIan Under Title XIX ofthe Social Security Act
Medical Assistance Program
State: NORTH CAROLINA

Payments for Medical and Remedial Care and Services: lnpatient Hospital

Upper Payment Limit Pâyment for lnpatient SerYices (Private Hospitâls)

(i) In addit¡on to the payments made elsewhere in this plan, except for hospitals owned or controlled by the

University ofNolth Carolina Health Care System, as defined in N,C. Gen. Stat. $ I l6-37, hospitals that are not qualified to

certify public expenditures and are licensed by the State ofNodh Carolina that received payment for more than 50 percent

oftheir Medicaid inpatient discharges under per discharge DRG methodology for the most recent I2-month period ending

September 30, are eligible for a supplernental payment for inpatient hospital ser.rices (the "UPL Payment") that is

calculated annually and paid in up to four (4) installments. The UPL Payment for €ach hospital shall equal that hospital's

Mcd¡ua¡d Inpatient costs tines a fraction, the numerator of \.vhich is the âggregate UPL Payment for all hospitals qualified

to rece¡ve payments under this sect¡on and the denominator of which is the aggregate Medicaid lnpatient costs for'âll such

hospitals. Medicaid inpatient costs are the reasonable costs of inpatient hospital services as defin€d in Seat¡on (e.lX2XA)

ofthis Attachment 4,l9-4. The aggregate UPL Payment for all hospitals qualified to receive payments under this sect¡on

will be deter.mined by adding fol each hospital the difference between what Medicare would pay for the hospital's

Medicaid fee-for-serv¡ce inpatient services and the hospital's Medicaid inpatient costs. The specific worksheet and line of
t¡e CMS 2552 cost report frol¡ which tho data is pulled, if applicable, will be idenfì1ìed in the annual upper Þayment limil (l,PL)

demonstration. The amount that Medicare would pay shall be calculated as follows:

(l ) Using the most current available Medicare cost report data, Med¡care payments to each hospital shall be

divided i¡to Medicare Payments Subjeçf to the Case Mix Index (including base rate, IME, DSH, high percentage of ESRD

beneficiary discharges, capital payments, and SCH or MDH payments), Medicare Payments Not Subjeat to the Case Mix
Index (including DSH additional payment for uncompensated care, CME, organ acquisit¡on, aosts associated \¡/¡th

teaching physicians and routine service and other ancillary pass-through' s) and outlier payments

(2) Medicare Payments Subject to the Case Mix Index shall be divided by the transfer-adjusted Medicare case

mix in¿ex for the group, obtained from the Medicare Case Mix Index published by CMS for the appropriate time per¡od,

to obtain Medicare Payments without the Case Mix Index adjustment.

(3) An Outlier Adjustment will be computed by applying the percentage of Medicaid payments from the

Medicaid PS&R that are attributable to outlier payments to the total Medicare Payments Not Subject to the Case Mix
Index.

(4) The Outlier Adjustment and Medicare Payments without the Case Mix Index adjustment shall be added to

Medicare Payments Not Subject to the case Mix lndex for the group to obtain Base Medicare Payments.

(5) Base Medicare Payments for the group shall be divided by the number of Medicare discharges (from the

Medicare cost repoft) to obtain the Base Medicare Payments Per Discharge. The Base Medicare Payment Per D¡scharge

shall be inflated into the current year using the CMS PPS hospital market basket index.

(6) The inflated Base Medicare Payment Per Discharge shall be multiplied bytheCaseMix Index for the

hospital's Medicaid population times the hospital's current y€ar Medicaid Discharges to calculate what Medicate would

pay.

Ifpayments in this section would result in payments to all hospitals qualified to receive payments urder this

section in eicess of the upper payment limit calculation requ fted by 42 C.F .R. 447 .272, payments fot each eligible hospital

receiving payments under this section will be reduced proportionately to ensure compliance with the upper payment limit

Assessments collected under th¡s section are considered an allowable cost and are not subject to cost settlement

TN. No. 17-0007
Supersedes
TN. No. 14-046

Nov 16 e0f
Approval uate:_ Eff. Date 07/08/2017



Attachment 4.19-A
Page l3c

State Plan Under Title XIX ofthe social Security Act
Medical Assistance Program
State: NORTH CAROLINA

Payments for Medical and Remedial Care and Services: Inpat¡ent Hospital

Upper Pâymcnt Limit Payment for lnpâtient Services (Non'State Governmentâl Hospitals)

U) In addition to the payments made elsewhere in this plan, except for hospitals owned or contlolled by the

University ofNorth Carolina Health Care System, as defined in N.C. Cen. Stat. $l l6-37, hospitals that are qualified to

certify public expenditures and are licensed by the State of North Carolina that Ieceived a first-stage interim payment for

more than 50 percent ofthejr Medicaid inpatient discharges under per discharge DRC methodology for the most recent l2-
month period ending September 30, are eligible for a supplemental payment for inpatient hospital services (the "UPL
Payment") that is calculated annually and paid in uptofour(4) installments. The UPL Payment for each hospital shall

equal that hospital's Medicaid Inpatient costs t¡mes a fraction, the numerator of \,vhich is the aggregate UPL Payment for

all hospitals qualified to receive pâyments under this section and lhc d€rotìirìator of which is the aggtegate Medicaid

Inpatient çosts for all such hospitals. Medicaid inpatient costs are the reasonable çosts of inpafient hospital s€rv¡ces as

defined in Section (eX2XA) ofthis Attaçhment 4.19-4. The aggregate UPL Payment for all hospitals qual¡fied to receiv€

payments under this section will be deterrnined by adding for each hospital the d¡fference between what Medicare would

pay for the hospital's Medicaid fee-for-service inpatient services and the hospital's Medicaid inpatient costs. 'Ihe specific

worksheet and line ofthe CMS 2552 cost report from which thc data is pulled, ifapplicable, will be identified in the anttual uppet

paynrcnt Iimit (UPL) dcmonstlation. The amount that Medicare would pay shall be calculated as follows:

(l) Using the most current available Medicare cost repoft data, Medicare payments to each hospital shall be

divided into Medicare Payments Subject to the Case Mix Index (including base rate, IME, DSH, high percentage of ESRD

beneficiary discharges, Çapital payments, and SCH or MDH payments), Medicare Payments Not Subiect to the Câse M¡x

Index (including DSH additional payment for unçompensated care, CME, organ acquisit¡on, costs associated with
teaching physicians and routine service and other ancillary pass-through's) and outlier payments.

(2) Medicare Payments Subject to the Case Mix Index shall be divided by the transfer-adjusted Medicare case

mix index for the group, obtained from the Medicare Case Mix Index published by CMS for the appropriate time period,

to obtain Medicare Payments without the Case Mix Index adjustment
(3) An Outlier Adjustment will be computed by applying the percentage of MediÇaid payments from the

Medicaid PS&R that are attr¡butable to outl¡er payments to the total Medicare Payments Not Subject to the Case Mix
Index.

(4) The Outlier Adjustment and Medicare Payments without the Case Mix Index adjustment shall be added to
Medicare Payments Not Subject to the Case Mix Index for the group to obta¡n Base Medicare Payments.

(5) Base Medicare Payments for the group shall be divided by the number of Med¡care discharges (from the

Medicare cost repoft) to obtain the Base Medicare Payments Per Discharge. The Base Medicare Payment Per Discharge

shall be inflated into the current year using the CMS PPS hospital market basket index.

(6) The inflated Base Med¡care Payment Per Discharge shall be multiplied by the Case Mix Index for the

hospital's Medicaid population times the hospital's current year Medicaid Discharges to calculate what M€dicare \xould

pay.

lf payments in this section would resuit in payments to all hospitals qualified to receive payments under this

seçtion in excess ofthe uppel payment limit calculation required by 42 C.F.R, 447.272,payments for each eligible hospital

receiving payments under this section will be reduced proportionately to ensure compliance with the upper payment limit.

Assessments collected under this section are considered an allowable cost and are not subject to cost settlements.

TN.No. l7-0007
Supersedes
TN. No. l4-046

¡.pp,ouur out"' NOV 16 2017 Eff. Datet 07/08/2017



Attachment 4.19-A
Page 19

State Plan Under Title XIX ofthe Social Security Act
Medical Assistance Program
State: NoRTH CAROLINA

Payments for Medical and Remedial Care and Services: lnpatient Hospital

UPL calculation for Psychiatric and Rehabilitation Distinct Part Units
. The Upper Payment Limit for psychiatric and rehabilitation distinct part units will be calculated by taking

each distinct pafi unit's Medicaid cost per discharge multiplied by the Medicaid distinct paÉ unit

discharges,

UPL calculation for Critical Access Hospitals (CAH)
. The Upper Payment Limit for CAH facilities w¡ll be l0l% ofthe Medicare allowed cost per discharge

multiplied by the Medicaid discharges for the cost repoÉ period

TN, No. l7-0007
Supersedes
TN. No. 14-046

Approval Date: NOV X 6' 2017 Eff Date: 0710812017



Attachment 4.l9-A
Page l9a

State Plan Under Title XIX ofthe Social Secur¡ty Act
Medical Assistance Program
State: NORTH CAROLINA

Payments for Medical and Remedial Care and Serv¡ces: Inpatient Hosp¡tal

INTENTIONALLY LEFT BLANK

TN.No, 17-0007
Supersedes
TN. No, 14-046

Approval Date: Nov trõ 20x7 Eff.Date:07/08/2017



Attachment 4. l9-A
Page l9b

State Plan Under Title XIX ofthe Social Security Act
Medical Assistance Program
State: NORTH CAROLINA

Payments for Medical and Remedial Care and Services: Inpatient Hospital

INTENTIONALLY LEFT BLANK

TN. No. 17-0007
Supersedes
TN. No. l4-046

approuu: out., NOV XÅ2017 Eff . Date 0'710812017
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