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Mississippi Title XIX Inpatient Hospilal
Reimbursement Plan

Payment Methodology for Rate Years Beginning October 1, 2005

A. Prospective Rate

The Division of Medicaid will set hospital inpatient reimbursement rates
prospectively on an annual (October 1 - September 30) basis. For the rate year
beginning October 1, 2005, the rate shall be based upon the greater of (1) the
facilily's most recen! inpatient per diem rate for FFY 2005, or {2) the average of
the facility's most recent inpatient per diem rates for FFY 2004 and 2005. The
resulting base amount will then be increasad 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 recaloulated for any subsequent
changes that occur in the FFY 2004 or 2005 inpatient per diem rates, except for
adjustments made to include or exclude the low DSH campanent, as
appropriale, based on changes in low DSH eligibility.

A base rate will be established for hospitals that open or change ownership on or
after October 1, 2005. The baseé rate will be set using the hospital's initial cost
report and rale setling procedures in place prior to October 1, 2005. The fiscal
year 2005 class ceilings will be trended using the percentage increase of the
most recent inpatient Hospital PPS Markel Basket Update as published in the
Federal Register to establish class ceilings for these rates.

For rale 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. Facility per diems shall be trended forward in this manner annually until
such lime as a new methodology is adopted by the Division or for five rate years
beginning October 1, 2005, whichever comes first. If no new methodology has
been adopted by the end of the fifth rate year of trending, hospital inpalient
reimbursement rates will be rebased using the cost reporting methodology
employed prior to Oclober 1, 2005, and every five years thereafter.

B. Subsequent Adjustment

The base year payments effective Octaber 1, 2005 will not be adjusted when
fiscal yaar 2004 and fiscal year 2005 rates are amanded due to final settlement
cost reports. Rates determined under this methodology wilt be subject to
subsequent adjustment only in cases of error or omission, as determined by the
Division, affecting the base year(s) or for adjustments made to include or exclude
the low DSH component, as appropriale, based on changes in low DSH
eligibility,

C. Class of Facilities

The stalewide classes of facilities shall be the same as specified in Section VI,
Paragraph C of this Attachment 4.19-A.

TN NO _2005-012 Date Received
Supersedes Date Approved BE¥ 9 1 ?ﬂgﬁ
TN NQO 98-12 Date Effective i T

0CT ~1 2005



Attachment 4,19-A
Page 1a

D. Upper Payment Limit

In addition to the Medicaid prospective rate described above, hospitals located
within Mississippi may be reimbursed in accardance with the applicable
regulations regarding the Medicaid upper payment fimit, as described in Seclion
Vit of this Atlachment 4.19-A,

E. Requests for Rate Change

A hospital may appeal its prospective reimbursemeni rate to the Division of
Medicaid whenever there is a significant, documented change in the overalf cost
of providing services. Requests for changes in the prospective rates will be
reviewed when a provider can demonstrate that allowable Medicald expenses
per patient day have increased by 5% or more as compared to allowable
Medicaid expenses per patient day reported in the most recently filed cos! report;
howaver, requests which do not result in a rate change of at least 5% more than
the current rate will not be grantad. The request must be submitted in writing to
the Divisian of Medicaid, clearly identifying the grounds of the appeal and the
doilar amount in question. Copies of documenting support for the appeal must
be included. Facilities should make every efforl possible to ensure that requests
which do not meet the criteria are not submitled.

i, Cost Findings and Cost Reporting ~ For Rate Years Prior to October 1, 2005

A Each Mississippi hospital participating in the Mississippi Medicaid Hospital
program will submit a Uniform Cost Report using the appropriate
Medicare/Medicaid forms posimarked nao 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 sama as those for Title XVIl, Extraordinary
circumstances will be considered on a case-by-case basis. One (1) complete
copy of the cost repori shall be submitted to the Division of Medicaid (DOM).

The cost reports for periods ending in |he prior calendar year will be used lo
calculate the per diem rates for the following Oclober 1 — September 30 fiscal
year. For example, the ¢ost report of a hospital with a June 30, 1996 ysar end
would be used to set the rate effective Oclober 1, 1997 through September 30,
1988.

B. The year-end adopted for the purpose of this plan shall be the same as
for Title XVIIL

C. Cost reports used {o initiate this ptan will be for reporting periods
beginning April 1, 1980, or earlier.

D. All hospitals are required lo detail their cost reparts for their enlire
reporting year making appropriate adjustments as requirad by this plan for
determination of allowable costs. New hospitals must adhere to all
requirements ol Section 25, Provider Policy Manual.
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E. The cost report must be prepared in accordance with the methods of
reimbursernent and cost finding in accordance with Title XVill (Medicare)
Principles of Reimbursament except where further interpreted by the
Provider Policy Manual or as modified by this plan.

F. Cost reports that are not pastmarked by the specified due date, unless a
waiver by the Division of Medicaid, Office of lhe Governor, is granted, will
result in a penaity of $50.00 per day the cost report is delinquent. Cost
reports with a due date that falls on Saturday. Sunday, a State of
Mississippt holiday or a federal holiday will be due the next business day.

A hospital which does not file a cost report within six (8) 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 Medicaid, Office of the Governor.

G. A hospital which voluntarily or involuntarily ceases lo participate in the
Mississippi Medicaid 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 to maintain financial and statistical records. All
records must be available upon demand to representatives, employees or
contractors of the Division of Medicaid, Office of the Govemor. Mississippi
State Department of Audit, General Accounting Office (GAQ) or the
United States Depariment of Health and Human Services (HHS).
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Records of related organizations as defined by 42 CFR 405.427 must be
available upon demand to representatives, employees or contractors of the
Division of Medicaid, MS Stale Department of Audit, GAO, Medicaid Fraud
Control Unit, United States Attorney General's Office or HHS.

de The Division of Medicaid shall retain all uniform cost reports submitted for a

period of at leasl five (5) years following the date of submission of such repons
and will maintain those reports pursuant to the record keeping requirements of
42 CFR 431.17 and in accordance with Mississippi State Law. Access to
submitted cost reports will be in conformity with Mississippi statutes and the
Division of Medicaid policy.

IR Cast Reporting — For Rate Years Beginning Octaber 1, 2005

A

1V, Audils

A,

Each Mississippi 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. Al
other filing requirements shall be the sama as those for Title XVIil. Extraordinary
circumnstances will be considered on a case-by-case basis. One (1) complele
copy of 1he cost report shall be submitted to the Division of Medicaid (DOM).

The year-end adopted for the purpase of this plan shal! be the same as for Tille
XVII. All other provisions of Section Il, Parts D-J above also apply.

Background

The Division of Medicaid may periodically audit the financial and stalistical
records of participating providers. The hospital common audit program was
established to-raduce the cost of auditing costs reports submitted under
Medicare (Title XVIN) and Medicaid (Title XIX) and to avoid duplicating audit
affort. The purpose is to 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. Common Audit Program

The Division of Medicaid has entered into agreements with Medicare
intermediaries for participation in a common audit program of Titles XVIIl and
XIX. Under this agreement, the intermediaries for participation in a common audit
program shall provide DOM the results of the field audits of those hospitals
located in Mississippi. For years prior to the rate year beginhing October 1,
2005, DOM will review these field audits and will adjust the prospective rale paid
to in-state hospitals as appropriate. Only the original final settiement will be
reviewed and adjustments made therefrom.

C. Other Hospital Audits

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

D. Retenlion

All audit reports raceived from Medicare intermediaries or issued by Medicaid will
be kept for a period of at least five (5) years following the date all audit findings
are resplved.

E. Overpayments/Underpayments

Ovempayments as a result of an error or misrepresentation will be reimbursable
to Medicaid within sixty {60) days of the date of notification to the provider of lhe
amount due. Underpayments, likewise determined, will be reimbursable to the

provider.
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V. Allowable Costs

Allowable costs will be determined using Title XVIII (Medicare) Principles
of Reimbursement as described in 42 CFR 413.5 - 413.178 (axcluding the
inpatient routine salary cast differential) and the guidelines in the Provider
Policy Manual, except as modified by Title XIX of the Act and this

Plan.

A Title XiX reimbursement will not recognize the above average cost of inpatient
routine nursing care furnished to aged. pediatric. and maternity patients. The
Inpatient routing nursing salary cost differential reimbursed by the Tille XVIll
program will reduce the reasonable cost for determining Title XIX reimbursement
as required in the applicable CMS cost reporting forms.

B. Section 413.35 Limitations on Coverage of Costs: Charges to Beneficiaries if
Cost Limits are Applied lo Services - This section will not be applicable to
inpatient haospital services rendered to Title XIX beneficiaries to prevent a form of
supplementation reimbursement. However, Section 413.30 Limitations on
Reimbursable Costs will be applied for determining Tille XIX reimbursement.

C. All items of expense may be included which hospitals must incur in meeting:
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Hospilal inpatient general routine operating costs shall be the lesser of actual
costs incurred or the limits established by HHS and set forth in 42 CFR 405.460.

Requests for Rate Change — For rate vears prior to Qctober 1, 2005

A hospital may at times offer to the public new or expanded services, purchase
equipmert, drop such services, or retire equipment which requires Certificate 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 operaling costs applicable to the Medicaid Program due
to the change, as well as the elfective date of the change will also be submilted.
Such amounts will be subject to desk review and audit by the Division. Allowance
for such changes shall be made to6 the hospital's Medicaid Prospective rate as
provided slsewhere in this plan. Failure to submit such required information
within thirly (30) days will be a basis for disallowance of all expenses associaled
with the change. Qverpayments as a result of the differences between estimates
and actual costs shall be refunded to the Division of Medicaid.

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

Amounts paid to a provider under this plan shall not exceed ¢harges.

Payment classes and class ceilings will be established prospectively based on
groupings of hospitals by number of jotal beds available.

The prospectively delermined 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 erroneous payments, as determined by the
Division: These errors most commonly result fron: 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 corrected when discovered. Querpayments will be recouped by the
Division of Medicaid and underpayments will be reimbursed-to the facility.
Paymenl! adjustments wil! not be made for adminisirative error or audit
findings prior to notifying the appropriate facility and affording the facility
an opportunily lo present facts and evidence to dispute the exceplion.

Corrections by a hospital td a previously submitted cost report for rate
years prior to October 1, 2005. Such corrections must be submitted prior
to the end of the current rate period. if an increase or decrease in a rate
resuits, any adjusiment shall be made retroactive to the effective date of
the original rate.

Intentional misrepresentation of cost report information: Such adjustment
shall be made retroactive 10 the date of the original rate. At the discretion
of the Division of Medicaid, this shall be grounds to suspend the hospital
from the Mississippi Medicaid program until such time as an
administralive hearing is held, if requested by the hospital.

Appeal decisions are made to the Division of Medicaid 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.

(n Far purposes of this paragraph, the term "Medicaid inpatient
ulilization rate” means, for a hospital, a fraction (expressed
as a percentage), the numerator of which is the hospifal's
number of inpatient days attributable to patients 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. In this paragraph, the term “inpatient day”
includes each day in which an
individual (including a newborn) is arvinpatient in the
hospital, whether or not the individual is in a specialized
ward and whather 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 unil of loca! government within a
State shall not be considered to be a source of third pary
payment.

Disproportionale share payments to High Disproporiionate Share
Hospitals will be made as follows:

The amount of funds shall be disiributed o hospitals

based upan the ratio of each hospital’s cost of uncompensated
care provided to Mississippi residents to the sum of the iotal cast
of uncompensated care provided to Mississippi residents for all
High Disproportionate Share Haspitals. Uncompensated care
data will be reported to the Qivision of Medicaid through an
annual survey submiitted by the hospitals. The inpalient days
and outpatient visits for which the facilities were not
compensated as reporled in this survey will be converled lo cost
by the Division of Medicaid based upon the cost report
information from the most recently filed and reviewed cost reports
available al the time of the survey. In no case may a hospital
exceed any other limitalions for payments described elsewhere in
this plan.

Low Disproportionate Share Hospitals

(a)

(b

A hospital is determined to be a low disproportionate share
hospital if it meets the cualifications of a disproportionale share
hospilal but does not qualify as a High Disproportionate Share
Hospital.

Low Disproporlionate 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 disproportionaté share
payment adjustment and is adversely affected by serving infants who
have rict 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
letler, request an outlier payment adjustment to the established rate far
those individuals. Adversely affected is defined as exceeding the
operaling
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cap of the class of the facility, trended lorward as applicable. The outlier
adjustment is only for claims filed for Medicaid recipients under six (6)
years of age and is the difference belween the rate subject to the
operating cap and the calculation of the rate without applying the
operating cap.

C. Amended cost reports must be received by the Division of Medicaid on or
before the thirtieth (30th) day following the due dale of the initially filed
cost report in order for that cost report to be used (o determine a hospital’s
eligibility for disproportionate share slatus 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 list 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 obstetric services, if the
hospital is required to provide such services.

L. Legal costs and fees resulling from suits against federal and state agencies
administering 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. [npatient hospital services provided under the Early Periadic Screening
Diagnostic and Testing (EPSDT) program will be reimbursed at the hospltal's
Medicaid prospective rate.

0. Out-of-state hospitals.in contiguous states are reimbursed at the lower of (1) the
average rate paid a like-sized hospital in Mississippi or (2) the inpatient rate
established by the Medicaid agency of the domiclie 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 hospitals in states other than contiguous states are reimbursed at
the average rate paid a like-sized hospital in Mississippi.

Qut-of-state hospitals providing services not otherwise available within the state
of Mississippi to Mississippi children under the age of six years may be paid an
amount not to exceed the cost of their services,

P. The Stale has in place a public process which complies with the reguirements of
Section 1902(a) (13) (A) of the Social Security Act.
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VL. Appeals

Inpatient hospital providers who disagree with an adjustment to their allowable cost or a
calculation in the rate setting information may file 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 QOclober 1, 2005, the addition of new and necessary
services not requiring CON approval. Notification must be made in writing to the
Division of Medicaid within thirty (30) days of implementing the services. The
submitted cost figures must be allocated between capital costs, education costs,
and operaling cosls.

Far rate years prior fo October 1, 2005, the cost of capital improvements
receiving CON approval afier payment rates were set if those costs were nol
considered in the caiculation. Notification must be made in writing to 1he Division
of Medicaid within thirty {30) days of implementing the services. The submitted
cost figures must be allocated between capital costs, education costs, and
operating costs.

For rate years prior 1o October 1, 2005, cost of improvements incurred because
of certification or licensing requirements established after payment rates were
set if those costs were not considered in the rale calculation. The appeal must
be submitted within thirty (30) days of the change in certification or licensing and
must be sent to the Division of Medicaid in writing.

incorrect data were used or an error was made in the rate calculation.
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Vil.  Method — For Rate Years Prior to October 1, 2005

A.  Prospective Rate
Medicaid will utilize a prospective rate of reimbursement and will not make
retroactive adjustmeants exceplt as specified in this plan. The prospective
rates will be determined from cos! reports and will be set on a yearly
(Qctober 1 -September 30) basis from date established and will be
applicable to all facilities with a valid provider agreament.

B. Cost Conlainment
1. Medicaid. prior to setting the prospective rate lor each year, will
make appropriate adjustments ta account for increased cost as
outhned in the plan and will designate the maximum percentile al
the B0™ percentile of the operating component cost for each class

of facility as outlined in Section VII. D of this plan. The percentile is based
on the determination of a reimbursemeant percentile which will enable
an efficiently and economically operated hospital to care for Medicaid
recipients.

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

3. Out-of-State hospilal providers wnth a participation agreement shall
be excluded from the determinalion of the 80" percentile limit on
the operation cost component.
C. Class of Facilities

The following statewide classes of facilities shall be used
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Medicaid Prospective Capilal Cost Component

a. Total capital costs apportioned to the Medicaid Program will
be divided by actual Medicaid inpatient days.

b. In accordance with Section V K, an amount will be added
or deducted for the capital cost applicable to the Medicaid

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,

Medicaid Prospective Educational Cost Component

a. Talal educational caosls apporlioned to the Medicaid
Program will be adjusted for the number of months between

the mid-point of the hospital’s reporting year and {he mid-
point of the calendar year mos! recently ended by the
payroll expense and employee benefits portion of the latest

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

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

f, The corresponding labor cos! per diem wage index
adjustment will be made to the lower of the actual adjusted
labor cost per diem in d. above. or the ralio of the actual
adjusted labor 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 applied to the sum of the labor paer 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 recent
calendar year ended and the mid-paint of the reimbursement
period. The labor portion of the trend factor is set at zero (0)
for the period referenced in Appendix C.

h. In accordance with Section V G, an amount will be added
{or deducted) for the operating cost applicable {o the
Medicaid Program far new (or deleled) services 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 Individua] Hospital Rates

The individual hospital rate will be the sum of the Medicaid Prospective
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Capital Cost Component, the Medicaid Prospective Educational Cost Component,
and the Medicaid Prospective Operating Cost Component. Amount allowed by
appeals or adjustments will be added to or subtracted from this total. This rate shall
be referred to as the Medicaid Prospective Rate.

VL. Upper Payment Limit

In addition to the Medicaid prospective rate, hospilals located wilhin Mississippi may
be reimbursed 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 o
what payments were actually made by Medicaid during that same time period. This
calsulation may then be used to make payments to hospitals for the current year.
The difference between Medicaid payments and what Medicare would have paid, or
allowable multiple of that difference, may be paid to hospitals, within each specified
class, in accordance with applicable stale and federal laws and regulations,
including any provisions specified in appropriations by the Mississlppi Legislature.

1X. Plan implementation

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

B. The Division of Medicaid wiil provide an opportunity for interested members of the
public to review and comment on the rate methodology befare it is implemented.
This will be accomplished by publishing in newspapers of widest circulation in each
city in Mississippi with a population of 50,000 or more prior to implementing the rate
methodology. A period of thirty (30) days will be allowed for comment. The Division
of Medicaid will notify the administrator of each hospital of the prospective rate for
their hespital. _

C. The Division of Medicaid shall maintain any comments raceived on the plan,
subsequent changes to the plan, or rates for a period of five {8) years from the date
of receipt.

X. Application of Sanclions

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

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

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

Pavmenis 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 according to the standards and methods set forth in the Mississippi Title XIX
Inpatient Hospital Reimbursement Plan.

In all circumstances whare third party payment is involved. Medicald will be the payer of
lasl resort.

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 extent these services are available to the general public.

Paymenl! In Full
Participation in the program shall be fimited to hospitals who accept, as payment in

full for services renderad to Medicaid recipients, the amount paid in ascordance with
this State Plan.
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XIV.  Plan Evaluation

Documentalion will be maintained to effeclively monitor and evaluate
experience during administration of the plan.
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