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Mississipp) Title XX Inpatient Hosplial
Relmbursement Plan

L Payment Methodplogy for Rate Years Bedinning October 1, 2005

A

Prospective Rate

The Division of Medicaid will set hospital inpatient reimbursement rates
prospectively on an annual (October 1 — September 30) basls. For the rate year
be;iinning October 1, 2005, the rate shall be based upan the greater of (1) the
facility’s most recent inpatient per dlem rate for FFY 2005, or (2) the average of
the facllity's most recent inpatient par diem rates for FFY 2004 and 2005. The
resulting base amount will then be increased by the percentage increase of the
most recent Inpatient Hospital PPS Market Basket Update as published in the
Federal Register. The base rate will not be recalculated for any-subsaquent
changes that occur in the FFY 2004 or 2005 inpatient per diem rates, except for
adjustments made 1o include or exciude the low DSH component, as
appropriate, based on changes in low DEH eligibility.

A base rate will be estahlished far hospltals that open or changs ownership on or
after October 1, 2005. The base rate will be set using the hospital's inltial cost
report and rate setfing procedures in place prior to October 1, 2005. The fiscal
year 2005 class cellings will be frended using the percentage Increase of the
most racent Inpatient Hospital PPS Market Basket Update as published in the
Federal Register to establish class ceflings for these rates.

For rate years beginning October 1, 2006, and thereafter, the prospective rate for
the immediately preceding rate year will be increased by the percentage increase
of the then most recently published Inpatient Hospital PPS Market Basket
Update. Facllity per diems shall be trended ferwartd in this manner annuatly unti}
such time as a new methodology is adopted by the Division or for five rate years
beglnning October 1, 2005, whichever comes first. If no new methodology has
been adopted by the end of the fifth rate year of trending, hospltal inpatient
reimbursement rates will be rebased using the cost reporting methodology
employed prior to Qctober 1, 2005, and every five years thereatter.

Subsequent Adjustment

The base year payments effective Octaber 1, 2005 will not be adjusted when
fiscal year 2004 and fiscal year 2005 rates are amended due to final settlement
cost reports. Rates determined under this methadology will be subject to
subsequent adjustment only in cases of errar or omission, as determined by the
Division, affecting the base yaar{s) or for adjustments made to Include or exclude
ti?_e l[t)q‘i?’ty DSH eomponent, as appropriate, based on changes in low DSH
eligibility.

Class of Faciiities

The statewide classes of facilities shall be the same as specified in Section Vi,
Paragraph G of this Attachment 4 49-A,
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Upper Payment Limit

In addition to the Medicaid prospective rate described above, hospitals located
within Mississippi may be reimbursed in accordance with the applicable .
regulations regarding the Medicaid upper payment limit, as described in Section
VIIT of this Attachment 4.19-A.

Requests for Rate Change

A hospital may appeal its prospective reimbursement rate to the Divisfon of
Madicaid whenever there is a significant, documented change in the overall cost
of providing services. Requests for changes in the prospactive rates will be
reviewed when a provider can demonstrate that allowable Medicaid expenses
per patient day have Increased by 5% or more as compared to allowable
Medicaid expenses per patient day reported [n the mast recantly filed cast report;
however, requests which do not result In a rate change of at least 5% more than
the current rate will not be granted. The request must be submitted In writing to
the Division of Medicaid, clearly identifying the grounds of the appeal and the
dollar amount in question. Coplas of documenting support for the appeal must
be included. Facilitles should make every effort possible to ensure that requests
which do not meet the criterla are not submitted.

1. Cast Findings and Cost Reporting — For Rate Years Prior to Octobar 1, 2005

A.

Each Misslissippi hospital participating in the Mississippi Medicaid Hospital
program will submit a Uniform Cost Report using the appropriate
Medicare/Medicaid forms postmarked no later than five (5) calendar months after
the close of its cost reporting year. No routine extensions will be granted. All
other filing requirements shall be the same as those for Title XVill. Extraordinary
circumstances wifl be considsred on a case-by-case basis. Cna (1) complete
copy of the cost report shall be submitted to the Division of Medicaid (DOM).
The cost reports for perfods ending in the prior calendar year will be used to
calculate the per diem rates for the following October 1 - September 30 fiscal
year. For example, the cost report of a hospital with a June 30, 1896 year end
would be used to set the rate effective October 1, 1697 through Septsmber 30,
1998,

The year-and adopted for the purpose of this pian shall be the same as
for Title XVill.

Cost reports used to initiate this plan will be for reporting periods
beginning April 1, 1980, or earlier.

All hospitals are required to detail thelr cost reports for their entire
reporting year making appropriate adjustments as required by this ptan for
detarmination of allowable costs. New hospitals must adhere to all
requirements of Section 25, Provider Policy Manual.
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E. The cost report must be prepared in accordance with the methods of
reimbursamant and cost finding I accordance with Titie XVl (Medicare)
Principles of Reimbursement except where further interprated by the
Provider Pollcy Manual or as modified by this plan.

F.  Costreports that are not postmarked by the specifiad due date, unless a
walvar by the Dvision of Medicald, Office of the Govemor, is granted, will
result in a penalty of $50.00 per day the cost report is delinquent. Cost
reports with a dus date that falls on Saturday, Sunday, a State of
Mississippi holiday or a federal holiday will be due the next business day.

A hospltal which does not file a cost repart within six (6) calendar months after
the close of its reporting period may be subject to cancellation of its Provider
Agreement at the discretion of the Division of Medicald, Office of the Gavemor.

G. A hospital which voluntarily or involuntarily ceases to parlicipate in the
Mississipp! Medicald Program or experiences a change of ownership
must file a cost report in accordance with Section 25, Provider
Policy Manual.

H. All hospitals are required te maintain financlal and statistical records. Alj
records must be avallable upon demand to reprasentatives, ermplayees or
contractors of the Division of Medicaid, Office of the Governor, Misslssippi
State Department of Audit, General Accounting Office (GAQ) ar the
United States Depariment of Health and Human Sarvices (HHS).
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L Records of related organizations as defined by 42 CFR 405.427 must be
available upon demand to representatives, employees ar canfractars of the
Division of Medicaid, MS State Department of Audit, GAQ, Medicaid Fraud
Control Unit, United States Attomey General's Office or HHS.

J. The Division of Medicaid shall retain all uniform cost reparts submitted for a «--——{ Pormatted: Eulkts and fumbering_|
period of at ieast five (5) years following the date of submission of such reparts
and will maintain those reports pursuant to the record keeping requirements of
42 CFR 431.17 and In accordance with Mississlppi State Law. Access to
submitted cast reports will be in canformity with Mississippi statutes and the
Division of Madicaid policy.

. Cost Reparting — For Rate Years Beglnning October 1, 2005

A. Each Misslssippi hospital particlpating in the Mississippi Medicaid Hospital
prograrn will submit a Uniform Cost Report using the appropriate
Medicare/Medicaid forms postmarked na later than five (5) calendar months afier
the close of its cost reporting year. No routine extensions will be granted. All
other filing requirements shall be the same as those for Titia XVIIl, Extracrdinary
clroumstances will be considered on a case-by-case basis. One (1) complete
copy of the cost report shall be submitted to the Division of Medicaid (DOM).

B. The year-end adopted for the pumpose of this plan shall be the same as for Title
XV, All other provislons of Sectien I, Parts D-J abave also apply.

. Audils

. A, Background

The Divislon of Medicaid may pericdically audit the financial and statistical
records of participating providers. The hospital common audit program was
established to reduce the cost of auditing costs reports submitted under
Medicare (Title XVill) and Medicaid (Title XIX) and to avoid dupticating audtt
effort. The purpose is {o have one audit of a participating hospital which will
serve the needs of all participating programs reimbursing the hospital for
services rendered.
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B. Commen Audit Progra

The Divislon of Medicaid has entered Into agresments with Medicare
intermediaries for participation in & commen audit program of Titles XVIll and
XIX. Under this agreement, the intermediaries for paricipation in a common audit
program shall provide DOM the results of the fisld audits of those hospitals
located in Mississippl. For years prior to the rate year beginning October 1,
2005, DOM will review these field audits and will adjust the praspective rate paid
to in-state hospitals as appropriaté. Only the original final settlement will be
raviewed and adjustments made therefrom.

C. Other Hospital Audits

For those hospitals not covared by the common audit agreements with Medicare
intermediaries, DOM shall be responsible for performance of the desk reviews,
field reviews and field audits in accordance with Title XVl standards. On-site
audits will be made when desk reviews indicate such are needed. ’

D. Retention

All audit reports received from Madicare intermediaries or lssued by Medicaid will
be kept for a period of at least five (5) years following the date all audit findings
are resolved.

E, Ovemayments/iInderpayments

Overpayments as a result of an error or misreprasentation will be relmbursable
to Medicaid within sixty (80) days of the date of nofificafion to the provider of the
amount due, Underpayments, likewise determined, will be relmbursable to the

provider.
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V. Allowable Costs

Allowable costs will be determined using Title XVIll (Medicare) Principles
of Reimbursetment as descrbed in 42 CFR 413.5 - 413,178 {excluding the
inpatient routine salary cost differential) and the guldelines In the Provider
Polley Manual, excapt as modifled by Title XIX of the Act and this

Plan, : :

A, Title XIX reimbursement wilt not recognize the above average cost of inpatient
routine nursing care fumished to aged, pediafric, and matemity patlents. The
inpatient routine nursing salary cost differential reimbursed by the Title XV
program will reduce the reasonable cost for determining Title XIX relmbursement
as required in the applicable CMS cost reporting forms.

B. Sectlon 413.36 Limitations on Coverage of Costs: Charges to Beneficiaries if
Cost Limits are Applied to Services - This section will not be applicable to
inpatient hospital services rendered to Title XX beneficiaries to prevent a form of
supplementation relmbursement. However, Section 413.30 Limltations on
Reimbursable Costs will be applied for determining Title XiX reimbursement.

C.  Allftems of expense may be Included which hospitals must Incur in meating:
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F. Hospital inpatient general routine operating costs shall be the lesser of actual
costs incurred or the limits established by HHS and set forth in 42 CER 405.460.

G. Reaquests for Rate Change — For rate years prior to October 1, 2005

A hospital may at times offer to the public new or expanded services, purchase
aquipment, drop such servicas, or retire equipment which requires Certlficate of
Need {CON) approval. Within thirty (30) days of implementing a CON approved
change, the hospital must submit to the Division an allocation of the approved
amount to the Medicald Program. This amount must be separated as applicable
between capital costs, educational costs and operating costs. An estimate of any
increase or decrease In opsrating costs applicable to the Medicald Program due
{o the thange, as well as the effective date of the change will also be submitied.
Such amounts will be sublect to desk review and audit by the Division. Allowance
for such changes shall be made to the hospital's Medicald Prospective rate as
provided elsewhere in this plan, Failure to submit such required information
within thirty (30) days will be a basls for disallowance of all expenses associated
with the change. Overpaymenis as a result of the differences between estimates
and actual costs shall be refunded to the Divislon of Madicaid.

H. Class ceilings and individual provider's relmbursement rates will not include
amounts representing growth allowances, profits or efficiency bonuses.

I Amounts paid to'a provider under this plan shall not exceed charges.

. Payment classes and class ceilings wilf be established prospsctively based on
groupings of hospitals by number of 1atal beds avajlable.

K. The prospectively determined individual hospital's rate may be adjusted under
certain circumstances, which are:

1. Discovery of administrative errors on the part of the Division or the
facilities which may result in emoneaus payments, as datarminad by the
Division: These errors most commonly resuit from: failure to report a
death, discharge, or
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transfer; system error in patient classification; and miscalculated
payments. Overpayments or underpayments resulting from these errors
will be corected when discovered. Overpayments will be recouped by the
Division of Medicald and underpayments will be relmbursed to the facility.
Payment adjustments will not be made for administrative emor or audit
findings prior to notifying the appropriate facility and affording the facllity
an opporiunity to present facts and evidence to dispute the excaption.

Corrections by a hospital fo a previously submitted cost report for rate
years prior to Octeber 1, 2005: Such corrections must be submitted prior
to the end of the current rate period. If an increase or decrease in a rate
results, any adjustment shall be made refroactive to the sffective date of
the orlginal rate.

Intentional misrepresentation of cost repart information: Such adjustment
shall be made retroactive to the date of the original rate. At the discretion
of the Divislon of Madicaid, this shafl be grounds to suspend the hospital
from the Mississippi Medicaid program until such time as an
administrative hearing is held, if requested by the hospital.

Appeal decisions are made to the Division of Madicald as provided by
Section VI of this plan.

Disproportionate Share Hospitals

A, A hospital is deemed to be a disproportionate share hospital If the
criteria listed below are met.

(1)  For purposes of this paragraph, the term “Medicald Inpatient
utilization rate” means, for a hospital, a fraction (gxpressed
as a percentage), the numerator of which Is the hospital’s
number of inpatient days attrbutable to patlents who (for
such days) were eligible for medical assistance under an
approved Medicaid State Plan in a period, and the
denominator
of which Is the total number of the hospital's inpatient days
in that period, [n this paragraph, the term “Inpatient day”
includes each day in which an
individual {including a newbom) is an inpatient in the
hospital, whether or not the individual is in a spacialized
ward and whether or not the individual remains in the
hospital for lack of suitable placement elsewhere.
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for disproportionate share payments, and less any payments
made by uninsured patients. For purposes of this section,
payments made to a hospital for services provided to indigent
patients made by a State or a unit of local government within a
State shall not be conslidered to be a source of third party
payment.

Dispropartionate share payments to High Disproportionate Share
Hospitals will be made as follows:

The amount of funds shall be distributad to hespitals

based upon the ratio of each hospital's cost of uncompensated
care provided to Mississippl residents to the sum of the total cost
of uncompensated care provided to Mississlppi residents for all
High Disproportionate Share Hospitals. Uncompensated care
data will be reported to the Division of Madicaid through an
annual survey submitled by the hospitals. The inpatient days
and oufpatient visits for which the fadllities were not
compensated as reported in this survey witi be converted te cost
by the Division of Medicald based upon the cost report
Information fram the most recently fited and reviewed cost reports
avallable at the time of the survay. (0 no case may a hospltal
exceed any other limiations for payments described elsewhere In
this plan.

Low Disproportionate Share Hospilals

(a)

(b)

A hospital is determinad to be a low disproporfionate share
haspltal if it meets the qualifications of a disproportionate share
hospital but does not qualify as a Migh Disproportionate Share
Hospital.

Low Disproportionate Share Hospitals shall receive an increase
to their Medicaid prospective rate of six percent (6%) of the
operating cost component.

Any hospital which is deemed eligible for a disproportionate share
payment adjustment and is adversely affected by serving Infants who
have not attained the age of one (1) year and children who have not
attained the age of six {6) years may, within sixty (60} days of the rate
letter, request an oufiler payment adjustrment to the established rate for
those individuals. Adversely affected is defined as exceeding the
operating
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¢ap of he class of the facllity, rended forward as applicable. The outller
adjustment Is only for claims filed for Medicald recipients under six (6)
years of age and is the difference between the rate subject to the
operaiing cap and the calculation of the rate without applying the
operating cap.

C.  Amended cost reports must be recelved by tha Divislon of Medicald on or
before the thirtieth {30th) day following the due date of the initially filed
cost report In order for that cost report to be used to determine a hospital's
eligibility for dispropartionate share status for the state fiscal year.

D. The determination of a hospital disproportionate share status is made
annually and is for the period of the state fiscal year (July 1 - June 30).
Once the Yist of disproportionate share hospitals is determined for a state
fiscal year, no additional hospitals will receive disproportionate share
status. A hospital will be deleted from disproportionate share status if the
hospital fails to continue providing nonemergency obstelric services, if the
hospital is required to provide such services.

L. Legal costs and fees resulting from suits against federal and state agenclas
adminisiering the Medicaid program are not allowable costs.

M. Notwithstanding any other subparagraph, depreciation and Interest expense
shall not exceed the limitations set forth In Appendix F.

N: Inpatient hospital services provided under the Early Pariodic Screening
Diagnastic and Testing (EPSDT) program witt be reimbursed at the hospital's
Medicald prospective rate.

0o. Out-of-state hospitals in contiguaus states are refmbursed at the lower of (1) the
average rate paid a llke-slzed hospital in Mlssissippi or (2) the Inpatient rate
established by the Medicaid agency of the domicile state, The fiscal agent is
responsible for verifying the rate with the Medicaid agency in the domicile state.
Verification should be made annually.

Out-of-state hospltals in states other than contiguous states are reimbursed at
the average rate'paid a like-slzed hespltal in Mississippi.

Qut-of-state hospitals providing services not otherwise avallable within the state
of Mississlppi to Mississippi children under the age of six years may be paid an
amount not to exceed the cost of thelr services.

P. The State has In place a public process which complies with the requirements of
Sectlon 1902(a) (13) (A) of the Social Security Act.
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V.  Appeals

Inpatient hospital providers who disagree with an adjustment fo their allowahble cost or a
calculation in the rate setting information may fite an appeal to the Division of Medicaid. The
following reasons would be grounds to file an appeal with the Division of Medicaid:

A. For rate years prior to October 1, 2005, the addiilon of new and necessary
services not requiring CON approval. Notification must be made in writing to the
Division of Medicald within ihirty {30) days of implementing the services. The
submiited cost figures must be allocated between capital costs, education costs,
and operating costs.

B. For rate years prior to October 1, 2005, the cost of capital improvements
recelving CON approval after payment rates ware set if those costs were not
considared In the calculation, Notification must be mads in writing to the Division
of Medicald within thirty (30) days of implementing the services: The submitted
cost figures must be allocated between capital costs, education costs, and
operating costs.

C. For rate years prior ta October 1, 2005, cast of impravements incusred because
of certification or licensing requirements established after payment rates were
set if those costs were not considered in the rate-calculation. The appeal must
be submiited within thirty (30} days of the change in eertification or licensing and
must be sent to the Division of Medicald in writing.

D. Incorrect data were used or an error was made in the rate calculation.
'éN NO_ 2005-012 Date Recaived §
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Vil. Method — For Rate Years Prior to October 1, 2005

A Prospective Rate

Medicald will utilize a prospective rate of reimbursement and will not make
retroactive adjustments except as specified in this plan. The prospective
rates will be determined from cost reporis and will be set on a yearly
{Octaber 1 -September 30) basis from date established and will be
applicable to all facilities with a valid provider agreement.

B. Cost Containment

1. Medleaid, prior to setting the prospective rate for each year, will
make appropriate adjustments to account for Increased cost as
outlined in the plan and will designate the maximum percentile at
the 80" percentile of the operating component cost for each class

of facillty as outiined in Sectlon VI, D of this plan. The percentile is based
on the determination of a reimbursement pstcentile which will enable
an efficlently and economically operated hospital to care for Medicaid
recipients.

2. The Medicaid Prospective Capital Cost Component will be
determined at the hosplal's actual occupancy rate.

3. Qut-of-State hospital providers with a participation agreement shall
be excluded from the determination of the 80" percentile limit on
the operation cost component.

C. Class of Facllities
Thae foliowing statewide classes of facilitles shall be used
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3. Medicald Prospective Capital Cost Component

a. Tolal capital costs apportioned to the Medicaid Program wilt
be divided by actual Medicald inpatient days.

b. In accordance with Section V K, an amount will be added
or deducted for the capital cost applicable to the Medicald
Program for new or deleted services or equipment which
requires Certificate of Need approval.

c. The addition of 3a. and 3b. shall be called the Medicaid
Prospective Capital Cost Component.

4. Medicaid Prospective Educational Cost Component

a. Total educational costs apporticned to the Medicald
Program will be adjusted for the number of months betweean
the mid-point of the hospital's reporiing year and the mid-
point of the calendar year most recently ended by the
payroll expense and employee benefits portion of the latest

rate of
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to lowest by class of facility. The designated percentile wiil
be selected as the maximum operating cost component.

e. The lesser of aciual cost in d. above or tha maximum
operating cost component will be separated into labor and
non-laber categories.

f. The corresponding labor cost per diem wagse index
adjustment will be made to the lower of the actual adjusted
labor cost per diem in d. above, or the ratio of the actual
adjusted fabor cost per diem to the total per diem In d, times
the maximum operating cost component.

g. An industry trend factor as described In Appendix C of this
plan will be applled to the sum of the labor per diem in f.
above and the non-labor per diem in e. above for the
number of months between the mid-point of the most racent
calendar year ended and the mid-point of the relmbursement
period. The labor portion of the frend factor is set at zero (0)
for the perlod referenced in Appendix C.
h. In accordance with Section V G, an amount will be added
(or deducted) for the operating cost applicable to the

Medicald Program for new {or deleted) seivices or
equipment which requires CON approval.

i The sum of g. and h. to be called the Medicaid Prospective
Operating Cost Component.

E Setting the Individual Hospital Rates
The indlvidual hospital rate will be the sum of the Medicald Prospective
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Capital Cost Component, the Medicaid Prospective Educational Cost Cempanent,
and the Medicaid Prospective Operating Cost Component. Amount allowed by
appeals or adjustments will be addsd to or subfracted from this total. This rate shall
be referred to as the Medicald Prospective Rate.

Vi,  Upper Payment |imit

In addition to the Medicaid prospective rate, hospitals located within MississIppi may
be relmbursed in accordance with the applicable regulations regarding the Medicald
upper payment limit. For each specified class of hospitals, the amount that
Medicare would have paid for the previous year will be calculated and compared to
what payments were actually made by Medicalid during that same time period. This
calculation may then be used to make payments to hospitals for the current year.
The difference between Medicaid payments and what Medicare would have pald, or
allowabla multiple of that diffarence, may be pald to hospitals, within each specified
class, in accordance with applicable state and federal laws and regulations,
including any provisions specified In appropriations by the Mississippi Legistature.

IX. Plan Implementation

A. Payments under this plan will be effective for services rendered July 1, 1881 and
thereafter.

B. The Division of Medicaid will provide an opportunity for interested members of the
public to review and comment on the rate methodclogy before it Is Implemented.
This will be accomplished by publishing in newspapers of widast circulaticn In each
city in Mississippi with a population of 50,000 or more prior to Implementing the rate
methodology. A perlod of thirty (30) days will be allowed for comment. The Division
of Medicald will notify the administrator of each hospital of the prospective rate for
their hospltal.

C. The Division of Medicaid shali maintain any comments received on the plan,
subsaquent changes to the plan, or rates for a period of fiva (5) years from the date
of receipt.

X. Application of Sanctions

A Sanctions may be imposed by the Division of Medicaid zgainst a provider for any
one of the following reasons:

1. Failure to disclose or make available to the Division of Medicald, or its
authofzed agent, any records of sanvices provided to Medicaid reciplents
and records of payment made therefor.
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Unless a timely and proper request for a hearing is recelved by the Division from the
provider, the findings of the Division shall be considered a final and binding
administrative determination.

The hearing will be cenducted in accordance with the Procedures for
Administrative and Fair Hearings as adopted by the Mississippi Division of Medicald.

Xl.  Payments Assurance
The State will pay each hospital which furnishes the services in accordance with the
requirements of the State Plan the amount determined for services furnished by the
hospital accerding to the standards and methods set forth in the Mississippl Title XIX
Inpatient Hospital Reimbursement Plan.
In all circumstances where third parly payment is involvad, Medicaid will be the payer of
last resort.

Xil.  Provider Participation
Payments made in accordance with the standards and methods described in this
attachment are designed to enlist participation of a sufficient number of hospitals in
the program so that eligible persons can receive the medical care and services Included in
the State Plan, at least to the exient these services are avallable to the general public.

Xllt. Payment In Fult
Participation in the program shall be fimited to hospitals who aceept, as payment in
full for services rendered to Medicald recipients, the amount pald in accordance with
this State Plan. L
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XIV.  Plan Evaluation

Documentation will be maintained to effectively monitor and evaluate
experience during administration of the plan,
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