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DEPARTMENT OF HEALTH & HUMAN SERVICES
Centers for Medicare & Medicaid Services

7500 Security Boulevard, Mail Stop 52-26-12
Baltimore, Maryland 21244-1850

CENTFRS FOR MEDFCARE & MEDICAID SERVICES
CENTER FOR MEDICAID & CHIP SERVICES

Financial Management Group

0CT 27 2017

Jerry R. Foxhoven, Director

Towa Department of Human Services
1305 East Walnut, 5" Floor

Des Moines, IA 50319-0014

RE: Iowa State Plan Amendment TN: 17-006

Dear Mr. Foxhoven:

We have reviewed the proposed amendment to Attachment 4.19-A of your Medicaid State plan
submitted under transmittal number (TN) 17-006. This amendment modifies provisions of
Attachment 4.19-A that describe requirements that must be met for inpatient hospital claims to
qualify for outlier payments. The cost threshold that must be met for claims to qualify for outlier
reimbursement is being increased. We requested that the State demonstrate compliance with access
to care requirements in the Social Security Act in relation to this amendment. The State provided a
summary of comments received from the public regarding this change. The comments did not
suggest a loss of access to care. The State also responded that access to inpatient hospital care and
services would be the same for the lowa Medicaid population as it is for the general population in the
State. The State provided evidence that 100 percent of lowa hospitals participate in the Medicaid
program and that provider enrollment has remained consistent on a yearly basis. Based on this
information, we are inferring that the amendment does not affect consistency with the access to care
requirements described in section 1902(a)(30)(A) of the Act.

We conducted our review of your submittal according to the statutory requirements at sections
1902(a)(2), 1902(a)(13), 1902(a)(30), 1903(a) and 1923(g) of the Social Security Act and the
implementing Federal regulations at 42 CFR 447 Subpart C. This is to inform you that Medicaid

State plan amendment 17-006 is approved effective July 1, 2017. We are enclosing the CMS-179
and the amended plan page. '

If you have any questions, please call Tim Weidler at (816) 426-6429.

Sincerely,

Kristin Fan
Director

Enclosures
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IOWA ' ATTACHMENT 4.19-A

12.

13.

Page 15
Methods and Standards for Establishing Payment Rates for Inpatient Hospital Care

Calculation of Hospital-Specific DRG Payment

The final payment rate, as defined in Section 2, is used to determine the final payment
made to a hospital. This final payment rate is multiplied by the weight associated with the
patient’s assigned DRG. The product of the final payment rate times the DRG weight
results in the dollar payment made to a hospital.

Explanation of Additional or Reduced Payment to a Facility

Additional payment is made for approved cases meeting or exceeding the Medicaid criteria
for day and cost outliers for each DRG. For claims with dates of services ending July 1,
1993, and after, 100% of outlier costs are paid to facilities at the time of remittance.
Thresholds for the determination of these outliers are computed during the calculation of
the lowa-specific weights and rebasing. Reduced payments are incurred by a facility due
to a patient’s unusually short length of stay (short-stay outliers).

Long-stay outliers are incurred when a patient’s stay exceeds the upper day-limit threshold.
This threshold is defined as the lesser of the arithmetically calculated average length of stay
plus 23 days of care or two standard deviations above the average statewide length of stay
for a given DRG calculated geometrically. Reimbursement for long-stay outliers is
calculated at 60% of the average daily rate for the given DRG for each approved day of
stay beyond the upper day limit. Payment for long-stay outliers is made at 100% of the
calculated amount and is made when the claim is originally filed for DRG payment.
Short-stay outliers are incurred when a patient’s length of stay is greater than two standard
deviations below the average statewide length of stay for a given DRG, rounded to the next
highest whole number of days. Payment for short-stay outliers is 200% of the average
daily rate for each day the patient qualifies up to the full DRG payment. Short-stay outlier
claims are subject to QIO review and payment denied for inappropriate admissions.

Cases qualify as cost outliers when costs of service in a given case exceed the cost
threshold. This cost threshold is determined to be the greater of two times the statewide
average DRG payment for that case or the hospital’s individual DRG payment for that case
plus $75,000. Costs are calculated using hospital-specific cost to charge ratios determined
in the base-year cost repotts.
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