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Prospective payment rates for facIlities thai arc calculated and paid on a per-day basis as 
diseussed in this Section will be no greater than the per-day rates proposed in the 
certificate of need application and other information provided as a basis for approval of 
the certificate of need for the first year during which the following are available for use 
and for two years immediately following the first year: 

(1) opening of a new or modified health care facility~ 

(2) alteration of bed capacity; or 
(3) the implementation date of a change in offered categories of health service or bed 
capacity. 

[f a facility is granted a certificate of need for additional beds, the additional capital 
payment add~on to the per-day rate will include the base year's inpatient days plus 
additional days associated with the additional beds. The additional days are calculated as 
the base year's occupancy percentage multiplied by 80 percent and then multiplied by the 
additional beds approved in the certificate of need. The resulting tigure is further 
multiplied by 365. 

Except for critical access hospitals, costs are the lower of costs or charges in the 
aggregate to the general public, For the initial prospective payment year, routine charges 
are those in the payment history reports and ancillary charges are those reported by the 
facility. 

b.	 Optional Prospective Payment Rate Methodology and Criteria for Small Facilities 
The language in this section is etJective through l2/3l!03. 

A facility that had 4,000 or fewer total inpatient hospital days as a combined hospital
nursing facility or 15,000 or fewer Medicaid nursing days as a non-combined nursing 
facility during the facility's fiscal year that ended 24 months before the beginning of its 
prospective payment rate year begilllling during calendar year 2003, may elect to be 
reimbursed for inpatient acutt: care services under provisions uf lhis Subseclion. If a 
facility meets these criteria and does not elect to participate during its first fiscal year 
a.ner Decelnber 31, 2002, the facility may not reverse its decision and elect to participate 
under the provisions of this Subsection until after a re-basing occurs under Subsection 
IVa. 

All facilities qualifying for the Optional Payment Rute Methodology for Small Hospitals 
may elect to participate in the program described in this Subsection. Facilities currently 
participating in the prior optional small facility program may choose to terminate their 
current agreement and be reimbursed under the optional prospective payment rate 
methodology outlined in this Subsection. Facilities currently participating in the program 
that choose to continue with their current agreement may not elect the option under this 
Subsection until after their current agreement exph·es. If a facility still qualifies to 
participate after their agreement expires, they may elect to do so under this Subsection. 

Facilities reimbursed under this Subsection are subject to year-end review pursuant to 
Section V. 

JUN - 4 2009 
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A facility electingO"reimbursement by this optional methodology must have an 
agreement with the depm1ment that will not expire. lapse, o.r be revoked before 
four facility fiscal years have elapsed. The agreement may be renewed after it 
expires if the facility still qualifies for reimbursement under this Subsection. A 
re-basing of the prospective payment rate for the renewed agreement will occur in 
accordance with Subsection IVa. 

A facility electing reimbursement under the optional methodology described in 
this Subsection for tiscal years beginning in calendar year 2003 will be re~based 

and have its prospective payment rate based on the rate calculated under 
Subsection IVa. Fiscal year 2000 is used as the base year for facilities with fiscal 
years ending on December 31 and fiscal year 200 I is used as the base year for all 
others. 

The prospective payment rate will be delelmined as follows: 

(1)	 The prospective payment mte is expressed as a per-day rate, 
composed of separate capital and non-capital components. 

(2)	 For the first year of the agreement, the capital component is 
calculated as described in Subsection IVa. The resulting amount is 
adjusted for inflation at 1.1 percent per year for each fiscal year 
after the first year of election llnd until the agreement expires. 

(3)	 For the frrst year of the agreement. the non-capital component is 
calculated as described in Subsection IVa. The resulting amount 
is adjusted for inflation at three percent per year for each fiscal 
year after the nrst year of election until the agreement expires. 

_ ..__._._-- '-:----_.	 
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--~--'--ln-c-re-'>a-s-es-'ill the-capital component of thc"pro'spective payment rate for new assets 
placed in service during the period covered by the agreement will be allowed, 
based on the provisions in Subsection IVa, if the following conditions are met: 

(1)	 The assets placed into service have a value of at least $1,000.000; 

(2)	 'rhe facility obtains one or more Certificates of Need for the assets 
placed into service; and 

(3)	 The facility provides a detailed budget that reflects the allowance 
for the new assets before the prospective payment rate is increased. 

In most cases, a facility must use the "exceptional reliet~' process for appealing 
department decisions pursuant to Subsection XII. The administrative appeals 
process outlined in Subsection VI] I, will be used only when an appeal relates to 
one of the following subjects: 

(1)	 The facility's eligibility to elect rate setting under this Subsection; 

(2)	 The violation of a term of the rate agreement between the facility 
and the department; 

(3)	 The denial of an increase in the capital component of the 
prospective payment rate for new assets related to an approved 
Certificate of Need. 

A small facility acute care hospital may elect a new four-year rate agreement as 

described in this Subsection if the facility becomes a combined acute care 
hospital-nursing facilily. The [acilily may chouse this option within 30 days after 
the combination of the two facilities. The inpatient acute care facility payment 
rate is calculaleu as [ullows; 

•	 the inpalienl ,u.:uh.: care facility per-day nue is the statewide 
weighted average of the payment rates in effect for small facility 
inpatient aClite care facilities qualifying under this Subsection on 
the date the facilities combine; 

A rate agreement made under this Subsection may be renewed if the small facility 
still qualifies under this Subsection. The department will perfonn a re-basing in 
accordance with Subsection IVa at the time rate agreements are renewed, 

c.	 New Facility Prospective Payment Rate Methodologv 

Under this Subsection. a new facility is described as a facility that has not, within 
the previous 36 months. provided the same or simil ar level of Medicaid certified 
patient services within 25 miles of the facility either through present or previous 
ownership. 
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XVI. State Hospital Proportionate Share Incentive Payments 

I.	 The department recognizes that state owned hospitals provide basic support for community 
and regional health care to clients who would otherwise be unable to readily access needed 
inpatient hospital service. To ensure continued access, the department will make a State 
Hospital Proportionate Share (SHPS) incentive payment each year to state owned hospitals in 
accordance with federal law in 42 CFR 447.272. 

TN No. 03-03 
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Prospective payment rates for facilities that are calculated and paid on a per-day 
basis as discussed in this Section will be no greater than the per-day rates 
proposed in the certificate of need application and other information provided as a 
basis for approval of the certificate of need for the first year during which the 
following are available for use and for two years immediately following the first 
year: 

(1)	 opening ofa new or modified health care facility; 
(2)	 alteration of bed capacity; or 
(3)	 the implementation date of a change in offered categories of health 

service or bed capacity. 

If a facility is granted a certificate of need for additional beds, the additional 
capital payment add-on to the per-day rate will include the base year's inpatient 
days plus additional days associated with the additional beds. The additional days 
are calculated as the base year's occupancy percentage multiplied by 80 percent 
and then multiplied by the additional beds approved in the certificate of need. 
The resulting figure is further multiplied by 365. 

Except for critical access hospitals, costs are the lower of costs or charges in the 
aggregate to the general public. For the initial prospective payment year, routine 
charges are those in the payment history reports and ancillary charges are those 
reported by the facility. 

b.	 Optional Prospective Payment Rate Methodology and Criteria for Small Facilities 
The language in this section is effective through 12/31/03. 

A facility that had 4,000 or fewer total inpatient hospital days as a combined 
hospital-nursing facility or 15,000 or fewer Medicaid nursing days as a non
combined nursing facility during the facility's fiscal year that ended 24 months 
before the beginning of its prospective payment rate year beginning during 
calendar year 2003, may elect to be reimbursed for inpatient acute care services 
under provisions of this Subsection. If a facility meets these criteria and does not 
elect to participate during its first fiscal year after December 31, 2002, the facility 
may not reverse its decision and elect to participate under this Subsection until 
after a re-basing occurs under the provisions of Subsection IVa. 

All facilities qualifying for the Optional Payment Rate Methodology for Small 
Hospitals may elect to participate in the program described in this Subsection. 
Facilities currently participating in the prior optional small facility program may 
choose to terminate their current agreement and be reimbursed under the optional 
prospective payment rate methodology outlined in this Subsection. Facilities 
currently participating in the program that choose to continue with their current 
agreement may not elect the option under this Subsection until after their current 

TN# 03-03 
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agreement expires. If a facility still qualifies to participate after their agreement 
expires, they may elect to do so under this Subsection. 

A facility electing reimbursement by this optional methodology must have an 
agreement with the department that will not expire, lapse, or be revoked before 
four facility fiscal years have elapsed. The agreement may be renewed after it 
expires if the facility still qualifies for reimbursement under this Subsection. A 
re-basing of the prospective payment rate for the renewed agreement will occur in 
accordance with Subsection IVa. Facilities reimbursed under this Subsection are 
subject to year-end review pursuant to Section VI. 

A facility electing reimbursement under the optional methodology described in 
this Subsection for fiscal years beginning in calendar year 2003 will be re-based 
and have its prospective payment rate based on the rate calculated under 
Subsection IVa. Fiscal year 2000 is used as the base year for facilities with fiscal 
years ending on December 31 and fiscal year 2001 is used as the base year for all 
others. 

The prospective payment rate will be determined as follows: 

(I)	 The prospective payment rate is expressed as a per-day rate, 
composed of separate capital and non-capital components. 

(2)	 For the first year of the agreement, the capital component is 
calculated as described in Subsection IVa. The resulting amount is 
adjusted for inflation at 1.1 percent per year for each fiscal year 
after the first year of election until the agreement expires. 

(3)	 For the first year of the agreement, the non-capital component is 
calculated as described in Subsection [Va. The resulting amount 
is adjusted for inflation at three percent per year for each fiscal 
year after the first year of election until the agreement expires. 

Increases in the capital component of the prospective payment rate for new assets 
placed in service during the period covered by the agreement will be allowed, 
based on the provisions in Subsection IVa, if the following conditions are met: 

(I)	 The assets placed into service have a value of at least $1,000,000; 

(2)	 The facility obtains one or more Certificates of Need for the assets 
placed into service; and 

(3)	 The facility provides a detailed budget that reflects the allowance 
for the new assets before the prospective payment rate is increased. 

TN# 03-03 
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In most cases, a facility must use the "exceptional relief' process for appealing 
department decisions pursuant to Subsection XII. The administrative appeals 
process outlined in Subsection VIII, will be used only when an appeal relates to 
one of the following subjects: 

(1)	 The facility's eligibility to elect rate setting under this Subsection; 

(2)	 The violation of a term of the rate agreement between the facility 
and the department; 

(3)	 The denial of an increase in the capital component of the 
prospective payment rate for new assets related to an approved 
Certificate ofNeed. 

A small facility acute care hospital may elect a new four-year rate agreement as 
described in this Subsection if the facility becomes a combined acute care 
hospital-nursing facility. The facility may choose this option within 30 days after 
the combination of the two facilities. The nursing facility payment rate is 
calculated as follows: 

•	 the nursing facility per-day rate is the statewide weighted average 
of the payment rates in effect for small facility nursing homes 
qualifying under this Subsection on the date the facilities combine; 

A rate agreement made under this Subsection may be renewed if the small facility 
still qualifies under this Subsection. The department will perform a re-basing in 
accordance with Subsection IVa at the time rate agreements are renewed. 
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