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

7500 Security Boulevard, Mail Stop S2-26-12

Baltimore, MD 21244-1850

CMS

CENTERS FOR MEDICARE & MEDICAID SERVICES
CENTER FOR MEDICAID & CHIPF SERVICES

Financial Management Group

Ms. Kathy Stiffler, Acting Medicaid Director AUG 25 2015
Medical Services Administration
Department of Community Health

400 South Pine

Lansing, MI 48933

RE: Michigan State Plan Amendment (SPA) 14-0019
Dear Ms. Stiffler:

We have reviewed the proposed amendment to Attachment 4.19-A of your Medicaid State plan
submitted under transmittal number (TN) 14-0019. Effective for services on or after October 1,
2014, updates the state psychiatric hospital reimbursement payment methodology to a
prospective per diem rate for State owned psychiatric hospitals to eliminate the cost settlement
process.

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 of the Social Security Act and the
regulations at 42 CFR 447 Subpart C. We hereby inform you that Medicaid State plan
amendment 14-0019 is approved effective October 1, 2014. We are enclosing the HCFA-179 and
the amended plan pages.

If you have any questions, please call Tom Caughey at (517) 487-8598.

Sincerely,

Timothy Hill
Director

Enclosure



DEPARTMENT OF HEALTH AND HUMAN SERVICES FORM APPROVED
HEALTHCARE FINANCING ADMINISTRATION ' OMB NO. 0938-0193

1. TRANSMITTAL NUMBER: 2. STATE:
TRANSMITTAL AND NOTICE OF APPROVAL OF 14 - 0019 Michigan
- STATE PLAN MATERIAL = :
. PROGRAM IDENTIFICATION: TITLE XiX OF THE SOCIAL
FOR: HEALTH CARE FINANCING ADMINISTRATION 3 SECURITY ACT (MEDICAID) T HE S
TO: REGIONAL ADMINISTRATOR 4. PROPOSED EFFECTIVE DATE
HEALTH FINANCING ADMINISTRATION October 1, 2014
DEPARTMENT OF HUMAN SERVICES
5. TYPE OF PLAN MATERIAL (Check One):
[[] NEW STATE PLAN [C] AMENDMENT TO BE CONSIDERED AS NEW PLAN X AMENDMENT
COMPLETE BLOCKS 6 THRU 10 IF THIS IS AN AMENDMENT (Separate Transmittal for each amendment)
6. FEDERAL STATUTE/REGULATION CITATION: 7. FEDERAL BUDGET IMPACT:
42 CFR 447.201 a. FFY 2015 $0
b. FFY 2016 $0
8. PAGE NUMBER OF THE PLAN SECTION OR ATTACHMENT: 9. PAGE NUMBER OF THE SUPERSEDED PLAN SECTION
Attachment 4.19-A, Pages 1a, 2, and 20a OR ATTACHMENT (If Applicable):
Attachment 4.19-A, Pages 1a, 2, and 20a

10. SUBJECT OF AMENDMENT:
State Psychiatric Hospital Reimbursement Methodology

11. GOVERNOR'S REVIEW (Check One).

[0 GOVERNOR'S OFFICE REPORTED NO COMMENT X OTHER, AS SPECIFIED:
[0 COMMENTS OF GOVERNOR'S OFFICE ENCLOSED Stephen Fitton, Director
] NO REPLY RECEIVED WITHIN 45 DAYS OF SUBMITTAL Medical Services Administration
12. NCY OFFICIAL: ' 16. RETURN TO:
3 Medical Services Administration
. : Actuarial Division - Federal Liaison
Stephen Fitton
P . Capitol Commons Center - 7™ Floor
14. TITLE: ] L 400 South Pine
Director, Medical Services Administration Lansing, Michigan 48933
15. DATE SUBMITTED: .
December 23, 2014 Attn: Loni Hackney

FORM HCFA-179(07-92) Instructions on Back



Attachment 4.19-A
Page 1a

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of MICHIGAN

Policy and Methods for Establishing Payment Rates
(Other than Inpatient Hospital and Long Term Care Facilities)

Reimbursement to hospitals for inpatient services provided to dual eligible, Medicare/Medicaid
recipients will be limited to the Medicare coinsurance and deductible amounts except as noted
below. Where Medicare payment has been made, Medicaid will not reimburse hospitals for
capital.

Reimbursement to hospitals for inpatient services provided to dual eligible, Medicare/Medicaid
recipients, who have exhausted their Medicare Part A coverage, will be made in the same
amounts, including capital and direct medical education (through June 30, 1997) as
reimbursed for Medicaid-only recipients. Reimbursement for capital and direct medical
education (through June 30, 1997) will be made at final settlement.

1.  Diagnosis Related Groups

All hospitals participating in the Medical Assistance Program are reimbursed for
operating costs based on Diagnosis Related Groups (DRGs). Exceptions are listed
below.

2.  Prospective Per Diem

The following groups of hospitals or units are reimbursed for operating costs on a

prospective per diem basis:

« freestanding rehabilitation hospitals which are excluded from the Medicare
prospective payment system (PPS),

o distinct-part rehabilitation units of general hospitals which have been certified by
Medicare and excluded from its PPS,
freestanding psychiatric hospitals which are excluded from the Medicare PPS, and

« distinct-part psychiatric units of general hospitals which have been certified by
Medicare and excluded from its PPS-

e STATE-OWNED PSYCHIATRIC HOSPITALS.

Services provided to patients in sub-acute ventilator-dependent units are reimbursed
using a prospective per diem rate that includes capital.

TN NO.: 14-0019 Approval Date: __AUG 2§ 2018 Effective Date: 10/01/2014
Supersedes

TN No.: 11-08



Attachment 4.19-A
Page 2

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of MICHIGAN

Policy and Methods for Establishing Payment Rates
(Other than Inpatient Hospital and Long Term Care Facilities)

4. 3. Capital

Capital costs are reimbursed using a system based on allowable costs with occupancy
limitations for some hospitals and units.

8- 4. Graduate Medical Education

Graduate medical education costs are reimbursed by formula and grant as explained in
Section 111-J.

B. Lesser of Rate or Charges
Total payments for program inpatient services will be limited to the lesser of total payments or
full charges, in aggregate, for each hospital. If the aggregate program charges are less than
total liability payments, the difference will be gross adjusted. This review and adjustment will
occur coincident with adjustments for capital at the facility fiscal year end.

C. Interim payments will be made in compliance with 42 CFR 413.60 et seq.

II.  Cost Reporting and Audit

A Cost Reporting
Hospitals must complete and submit a cost report on the form and in the format designated by
the Michigan Medical Services Administration (MSA) in accordance with the instructions
related to the Medicaid Program. The hospital's cost report must:

. be HCFA-2552 forms (madifications or changes to meet program needs may be
required),

. follow the Medicare Principles of Reimbursement Manual (HIM 15 and 15-1) and all
applicable parts of 42 CFR Chapter IV,

. be prepared using the accrual method of accounting (unless an alternative method is
approved by the MSA),

. be a separate cost report as well as distinct-part accounting for Medicare certified
distinct-part units, and

° include all information necessary for proper determination of costs payable under the
program including financial records and any needed statistical data.

AUG 25 2019

TN NO.: 14-0019 Approval Date: Effective Date: 10-01-2014

Supersedes
TN No.: 98-08



Attachment 4.19-A
Page 20a

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of MICHIGAN

Policy and Methods for Establishing Payment Rates
Inpatient Hospital

1. Sub-Acute Ventilator-dependent Care

Payment for services provided to patients in sub-acute ventilator-dependent units (SVDUCU) is
made using a negotiated prospective per diem rate that includes capital and direct medical
education costs.

The per diem rate is based on cost estimates for the upcoming year. The negotiated per diem rate
is not to exceed the average outlier per diem rate that would be paid for outlier days between DRG
541 and DRG 542. The payment rate for patients in sub-acute ventilator-dependent care units is an
all-inclusive facility rate. No additional reimbursement is made for capital or direct medical education
costs. These units are not eligible for indigent volume adjustor or indirect medical education
adjustor payments.

2. Michigan State-Owned PSYCHIATRIC Hospitals

Reimbursement to Mlchlgan state owned PSYCHIATRIC HOSPITALS IS A PROSPECTIVE

H. Disproportionate Share

Minimum Eligibility Criteria

Indigent volume data is taken from each hospital's cost report and from supplemental forms that each
hospital must file with its cost report. Data from the most recent available filed cost report are used to
calculate a disproportionate share adjustor. New adjustors are calculated and become effective
concurrently with annual inflation updates. Separate indigent volume data is collected for and applied
to distinct part psychiatric units.

Indigent volume is measured as the percentage of inpatient indigent charges to a hospital's total inpatient
charges. Indigent charges are the annual charges for services rendered to patients eligible for payments
under the Medicaid, CSHCS and the Adult Benefits Waiver plus uncompensated care charges.
Uncompensated care is limited by Medicare standards and is offset by any recoveries.

Each hospital must have a Medicaid utilization rate of atleast 1%. Medicaid utilization is measured
as:

Medicaid Inpatient Days (Whole Hospital including Subproviders) Total Hospital Days
(Whole Hospital including Subproviders)

Individual inpatient hospital claims will be paid without DSH adjustments. Inpatient DSH
payments will be made annually in a single distribution based on charges converted to cost

TN NO.: 14-0019 Approval Date: AUG 2 5 2013 Effective Date: 10/01/2014

Supersedes
TN No.: 06-14
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