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DEPARTMENT OF HEALTH & HUMAN SERVICES 

Centers for Medicare & Medicaid Services 

Center for Medicaid & CHIP Services 

233 North Michigan Ave., Suite 600 

Chicago, Illinois 60601 

Financial Management Group 

Julie Lovelady, Interim Medicaid Director 

Division of Medical Services 

Department of Human Services 

Iowa Medicaid Enterprise 

1305 E. Walnut Street 

Des Moines, IA 50319 

RE:  TN 21-0001 

Dear Director Lovelady: 

We have reviewed the proposed Iowa (IA) State Plan Amendment (SPA) to Attachment 4.19-B IA-

21-0001, which was submitted to the Centers for Medicare & Medicaid Services (CMS) on

January 12, 2021.  This plan amendment rebases the rate for Outpatient Hospital Services for

acute care hospitals using cost reports ending in calendar year 2019.

Based upon the information provided by the State, we have approved the amendment with an 

effective date of January 1, 2021.  We are enclosing the approved CMS-179 and a copy of the new 

state plan pages. 

If you have any additional questions or need further assistance, please contact Blake Holt at 

303-844-6218 or blake.holt@cms.hhs.gov. 

Sincerely, 

Todd McMillion 

Director 

Division of Reimbursement Review 

Enclosures 

March 24, 2021
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State/Territory: IOWA 

State Plan TN # IA-21-0001 Effective 
Superseded TN # IA-17-0016 Approved 

SUPPLEMENT 2 TO ATTACHMENT 4.19-B 

Methods and Standards for Establishing Payment Rates for Other Types of Care 

Outpatient Hospital Care 

1. Definitions

The following definitions are provided to ensure understanding among all parties.

“Allowable costs” are those defined as allowable in 42 CFR, Chapter IV, Part 413, as

amended to October 1, 2007, except for the purposes of calculating direct medical

education costs, where only the reported costs of the interns and residents are allowed.

Further, costs are allowable only to the extent that they relate to patient care; are

reasonable, ordinary, and necessary; and are not in excess of what a prudent and cost-

conscious buyer would pay for the given service or item.

“Ambulatory payment classification” or “APC” means an outpatient service or group of

services for which a single rate is set.  The services or groups of services are determined

according to the typical clinical characteristics, the resource use, and the costs associated

with the service or services.

“Ambulatory payment classification relative weight” or “APC relative weight” means the

relative value assigned to each APC.

  “Ancillary services” means those tests and procedures ordered by a physician to assist in 

patient diagnosis or treatment.  Ancillary procedures, such as immunizations, increase the 

time and resources expended during a visit, but do not dominate the visit. 

“APC service” means a service that is priced and paid using the APC system. 

 “Base year cost report” for rates effective January 1, 2021, shall mean the hospital’s cost 

report with fiscal year ending on or after January 1, 2019, and before January 1, 2020.  

Cost reports shall be reviewed using Medicare’s cost reporting and cost reimbursement 

principles for those cost reporting periods. 

“Blended base APC rate” shall mean the hospital-specific base APC rate, plus the 

statewide base APC rate, divided by two. The costs of hospitals receiving reimbursement 

as critical access hospitals during any of the period included in the base-year cost report are 

not used in determining the statewide base APC rate. 
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