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DEPARTMENT OF HEALTH AND HUMAN SERVICES
Centers for Medicare & Medicaid Services
7500 Security Boulevard, Mail Stop 32-26-12
Baltimore, MD 21244-1850 m-t

cENttR fon 
^tEDlc 

¡D & cH¡¡', S¡RV|CIS

F inancial Management Group
$AY'2'8 201'l

Marie Zimmerman
State Medicaid Director
Minnesota Deparlment of Human Services 540 Cedar Street

P.O. Box 64983
St. Paul, MN 55164-0983

RE: Minnesota State Plan Amendment (SPA) 16-0019

Dea¡ Ms. Zimmerman:

we have reviewed the proposed amendment to Attachment 4.19-A of your Medicaid state plan

submitted under transmittal number (TN) 16-0019. Effective for services on or after November
l,2016,revises methodologies and standards for inpatient hospital rates. Specifically, this
amendment proposes to expand the use ofpsychiatric services conlracts for inpatient hospital

stays to include services for children with severe emotional disturbance.

'We 
conducted our review ofyour submittal according to the statutory requirements at sections

1902(a)(2),1902(a)(13),1902(a)(30), 1903(a), and 1923 ofthe Social Security Act and the

regulations at 42 CFF' 447 Subpart C. We hereby inform you that Medicaid State plan

amendment 16-00 t 9 is approved effective November 7,2016. We are enclosing the HCFA-I79
and the amended plan pages.

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

Sincerelv.

Kristin Fan
f)irector

Enclosure



DËPARIMIìN]' ÕF IIEALTJi AND I'IUMAN SËI{VICËS FOIìM A}JPROVED

1'RÂ OI].APPROVAL OF
STATE PLÀN MATERIÀL

CßNTER FOR MËDICARE & MEDIC¿.ID SERVICÊS
AND sËRVïCËS

Qne):

soclAl, sDcuRrTY ACT (MEDICAID)

November 1, 2016

2. STATE

Minnesota

3,

16-19

O NEW STAÎÐ PLAN n TO BE CONSIDERED AS NEW PLÀN XAMDNDMENT
6 'THRU

6.

42 cFR $ 440.l0 a. FFY 20.17: S1,000

8. OR ¡, SECTION

.{ttaohment 4.1 9-"4u pÂges 1-33
OR ÀTT CHMENT (fÁpplicable):

Samo

Innatient Hosnital lìates

x GoVERNOR'S OIFICE RBPORTED NO COMMENT U OTHER, As SPECIFIED:

N COMMBNTS OI? GOVBRNOR'S OIII.]CË ENCLOSEÞ
tr No IIEPLY RECEIVED WITHIN 45 D.i\YS OF SUBMITIAI

t3.

14. Tft',LE:

5.

November 2016

I9, EFFECTIVE OI APPROVED

23, REMÀI(KS:

16. TO:
Sorn BarÎeft
Minnesota Deparlment of Human Services
540 Cedar Streei, PO Box 64983
st. MN 55164-0983

MAY ?3 2017

* ONE COPY
OF'FICIAL:

F'OR

01 2016

C-t

l¿OI{M Clvls-179 (07-92)



STATE: MINNESOTA ATTACHMENT 4,I9-A
Effective: Nover¡ber 1,2016 lnpâtient Hospitâl
TN: 16-19 Page I

Approved: tlAY 28 20X7

$upersedes: l5- l9 (14-15,13-18 ,13-04,12-25,11-30a,t1-22,1r-12,1t-05,10-23.10-l 1,09,21,09- 13,09-08,09-
02,08-10,0'7 '12,07 -t t ,07 -03 ,07 -02,05-13 ,04-15(a),04-02,03-39,03-02,02-28 ,02-1 t ,02-0s ,01 -2s ,01 -19,0 I - I 7,0 I -
01 ,00-29 ,00-04,99-23 ,99-0s ,98-37 ,97 -42,9'1 -19 ,9'7 -t s ,97 -03 ,9s-20,9s-04,94-t8,94-08 ,93-39 ,93-33 ,92-44,92-31 ,9 t -

1't,90-25)

Methods and Standards for Determining Payment Rates for Inpatient
Hospital Seryices Provided by Non-Stâte Owned Facilities

TABLE OF CONTENTS

Section I .0

Section 2.0

Section 3.0

Section 4.0

Section 5.0

Section 6.0

Section 7.0

Section 8.0

Section 9.0

Purpose and Scope

Definitions

Medical Assistance Cost Repoús

All Patient Refined Diagnosis Related Group (APR-DRG) Hospitals

Rehabilitation Hospitals and Rehabilitation Distinct Parts

Critical Access Hospitals

Long-Terrn Hospitals

Disproportionate Population Adjustment .

Payment Plocedures



STATE: MINNESOTA ATTACHMENT4,I9-A
Effective: November 1,2016 Inpatient Flospital
TN: 16- 19 Page2
Approved: MAY ?B 2017
Supersedes: l5-19(14-15,13-18,13-04,12-25,11-30a,11-22,11-12,11-05,10-23,10-11,09-21,09-13,09-08,09-
02,08-10,07 -12,01-11 ,07 -03,07-02,05-13,04-15(a),04-02,03-39,03-02,02-28,02-11,02-05,01-25,01- 19,01- 17,01-

01 ,00-29 ,00 -04,99-23 ,99-0s ,98-37 ,9',1 -42,97 -19 ,97 -1 5 ,9't -03,95-20 ,95-04,94-18,94-08,93-39,93-33 ,92-44,92-31 ,9 t -

17,94-2s)

SECTION 1.0 PURPOSE AND SCOPE

The Minnesota ínpatient hospital payment system fo¡'the Medical Assistance Program is

aùrhorized by state statute. Payment rates for rehabilitation and most other large hospitals are

based on the 3M All Patient Refined Diagnosis Related Grouper (APR-DRG) to reflect a per

discharge payment schedule. Additional rate methodologies are established for critical access

hospitals (CAH) and long-term hospitals.

Rates for the other payment methodologies are based on the cost finding principles ofthe
Medicare proglam in the base period, The rates ale established for each l'ate period year using
hospital specific Medical Assistance claims and cost data.

To be eligible for payment, inpatient hospital services must be medically necessaly, and if
lequired, have the necessary prior approval from the Depaftment.

Minnesota has in place a process for public comment that complies with the requirements of
Section 1902(a)( 13)(A) ofthe Social.Seculity Act.

SECTION 2.0 DEFINITIONS

Accommodation service. "Accommodation service" means those inpatient hospital selvices

included by a hospital in a daily room charge. They are composed ofgeneral routine services

and special care units. These routine ând special care units include the nursery, coronary,

intensiye, neonatal, rehabilitation, psychiatric, and chemical dependency units'

Atljusted base year operating cost' "Adjusted base year operating cost" means a hospital's

allowable base year operating cost adjusted by the hospital cost index'

Admission. "Admission" means the tirne of birth at a hospital or the act that allows a recipient
to officially enter a hospital to receive inpatient hospital services under the supervision of a
physician who is a tnember of the medical søff.

Allowable base year operating cost. "Allowable base year operating cost" means a hospital's

base year inpatient hospiøl cost per discharge, admission or per day that is adjusted for case tnix
and excludes property costs.

Ancillary service, "Ancillary service" means inpatient hospitaÌ services that include laboratory

and blood, radiology, anesthesiology, electrocardìology, electt oencephalography, phalrnacy and

intlavenous therapy, delivery and labor room, operating and recovery room, ellìergency room

and outpatient clinic, observation beds, respiratoly therapy, physical tlrerapy, occupational

thelapy, speech therapy, medical supplies, renal dialysis, and psychiatric and chemical



STATE: MINNESOTA ATTACI'IMEN]'4.19-A
Effective: November 1,20Ì6 Inpatieut Hospital
TN: 16- 19 Page 3

Approved: MAy 23 2017
Supersedes: l5-19 ( 14- 1 5,1 3- I 8 ,13-04,12-25,11-30a,1l-22,11-12,1t-05,10-23,10-11 ,09-21,09- 13,09-08,09-
02,08-10,07-12.07 -l l ,07 -03,07 -02,05-13,04-15(a),04-02,03-39,03-02,02-28,02-l1,02-05,0I -25,01-19,01-17,01-
01,00-29,00-04,99-23,99-05,98-3'1,9',1-42,97-19,97-15,97-03,95-20,95-04,94-t8,94-08,93-39,93-33,92-44,92-31 ,91-
l7 qo-r5l

dependency services customarily charged in addition to an accommodation service charge.

Base year, "Base year" moans a hospital's fltscal year or years that is recognized by Medicare, or
a hospital's fiscal year specified by tho Commíssioner ifa hospital is not required to file
information with Medicare from which cost and statistical data arc used to establish rates.

Charges. "Charges" means the usual and customary payment requested by the hospital of the
general public.

Cost outlier. "Cost outlier" means a claim with significantly higher costs.

Cost-to-charge ratio (CCR), "Cost-to-charge ratio" means a ratio of a hospital's allowable
inpatient hospital costs to its allowable charges for inpatient hospital services, flom the
âppropriate Medicare cost report.

Critical Access Hospital. "Critical access hospital" means inpatient hospital services that are
provided by a hospital designated by Medicare as a critical access hospital.

Diagnostic categories, "Diagnostic categories" means the assignment of all patient-refined
diagnosis-related gloups (APR-DRGs). The DRG classifrcations rnust be assigned according to
the base year discharge for inpatient hospital services under the APR-DRG, rehabilitation, and
long term hospital methodologies.

Diagnostic categories for CriIicøl Access Hospitals. Critical access hospitals will use the MS-
DRC categories listed in Table X,

Discharge, "Discharge" means the act that allows a lecipíent to officially leave a hospital.

Fixedloss amount. "Fixed-loss amount" means the amount added to the base DRG paymerrt to
establish the outlier threshold amount. For rates set using 201 2 as the base year, the fixed loss
amounl is $70.000 dollars.

Froltier State. "Frontier state" means a state where at least 50 percent ofthe counties have a

population density of less than six people per square mile.

Frontier State Adjustment. The f,r'ontiel state adjustment is a provision of the Affordable Care

Act that lequires CMS to adopt a hospital wage index that is not less than 1.0 for hospitals
Ìocatecl in fi'ontier states.

Healthcare Cost and Utilization Project (HCUP). "HCUP" is a family of health care databases

and relaled tools for lesearch and decision makíng. HCUP is sponsored by the Agency f'or
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Healthcare Research and Quality. lt is the largest collection of longitudinal hospital care dara in
the United States, with all-payer, encounter-level information beginning in 1988.

Hospital-acquired condition. "Hospital-acquired condition" means a condition represented by
an ICD-9-CM or ICD-IO-CM diagnosis oode, that is listed on the Centers for Medicare and
Medicaid Services anuual hospitâl-acquired conditions list that is not identified by the hospital as
present on admission and is designated as a complicating condition or major complicating
condition.

Hospital outlier index. "Hospiøl outlier index" means a hospital adjustment factor used to
calculate outlier payments to prevent the aÍificial increase in cost outlier payments fi'om the base
yeal to the rate year resulting from charge or cost increases above the Medicare est¡lìated
projected increases.

Inpafient hospital costs. "lnpatient hospital costs" means a hospital's base year inpatient
hospital service costs detelmined allowable under the cost finding methods of Medicare
including direct and indirect medical education costs.

Inpatient hospital seraice, "lnpatient hospital service" means a service provided by or under
the supervision of a physician after a recipient's admission to a hospital and furnished in the
hospital. llis includes outpatient selvices provided by the sarne hospital that directly precede the
admission.

Labor-related share. "Labor-related share" means an adjustment to the payment Íate by a factor
that reflects the lelative differences in labor costs among geographic areas.

Local trade area hospital. "Local tlade area hospital" means a hospital that is located in a state

other than Minnesota, but in a contiguous county.

Long-term hospital. "Long-term hospital" rneans a Minnesota hospital or a local trade area

hospital that nreets the requirements under Code of Federal Regulations, ti|le 42, part 412,
section 23(e).

Marginal cost factor'. "Margirral cost factor" means a pelcentage of the estimated costs
recognìzed above the outlier threshold amount. For rates set using 2012 as the base year, the
marginal cost factor is 50 percent.

Metropolitan statistical area hospital or MSA hospital, "Metropolitan statistical area

hospital" or "MSA hospital" rneans a hospital located in a metropolitan statistical area as

determined by Medicare for the October I priortothe most cuflent rebased rate year.
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Non-metropolitan statistical area hospitâl or non-MSA hospital. "Non-metropolitan
statistioal area hospitalrr or 'hon-MSA hospital" means a hospital that is not located in a
Metropolitan statistical area as determined by Medicare for the October I prior to the most
current rebased rate year,

Operating costs, "Operating costs" means all allowable operating costs.

Outlier threshold amount. "Outlier threshold amounf is equal to the sum ofthe hospital's
standard payment rate ând the fixed-loss amount,

Out-of-area hospital. "Out-of-area hospital" means a hospital that is located in a state other
than Minnesota, excìuding local trade area hospitals.

Policy Adjuster. "Policy adjuster" means an adjustment made to a specific range or subset of
APR-DRGs based on category of seryice, age, or hospital type to allow for a payment adjustment
to the specific APR-DRG claims.

Property Costs.
index, including

"Property Costs" means inpatient hospital costs not subject to the hospital cost
depreciation, interest, rents and leases, property taxes and property insurance.

Policy Adjustment Factor'. "Policy adjustment factor" means the base value ofthe specific
policy adjustel as adopted by the Depattment.

Provider-Preventable Condition, "Provider-Preventable Condition" means a condition
identified by the state for non-payment under Section 5.a. of Attachment 4.19-B which includes:

. Wrong surgical or other invasive procedure performed on a patient

. Surgical or other invasive procedure pedormed on the wrong body part

¡ Surgical or other invasive procedure perfonned on the wrong patient.

In compliance with 42 CFR 447 .26(c), the State Fovides:

l. That no reduction in payment for a Providel Preventable Condition (PPC) will be imposed
on a provider when the condition defined as a PPC for a particular patient existed plior to
the initiation of treatment for that patient by that provider.

2. That reductiorrs in provider payment may be limited to the extent that the following apply:
a. The identified PPC would otherwise result in an increase in payment.
b. The state can reasonably isolate for nonpayment the portion ofthe payrnent directly

related to treatment for, and related to, the PPC.

c. Assurance that non-pay¡nent for PPCs does not prevent access to services for
Medicaid be¡refi ciaries.



SIATE: MINNESOTA ATTACHMENT4.I9-A
Effective: Novembel I , 201 6 lnpatient Hospital
TN: 16-19 Page 6

Approved: MAY 23 Z0f7
Supersedes: 15-19(14-15,13-18,13-04,12-25,11-30a,11-22,11-12,11-o5,10-23,10-11,09-21,09-13,09-08,09-
02,08-10,0'7 - 12,07 -11 ,07 -03,07-02,05-13,04-15(a),04-02,03-39,03-02,02-28,02-11,02-05.0l-25,01- 19,01 -17,01-

01 ,00-29 ,00-04,99-23 ,99 -05 ,98-37 ,91 -42,9't -19 ,97 -) 5 ,97 -03 ,9 5-20 ,95-04,94-18 ,94-08 ,93-39 ,93 -33 ,92-44 ,92-31 ,91 -

17,90.)j)

Rate year. "Rate year" neans a calendal yeat'frotn January I through December 31 in which
the discharge oocurrcd.

Rehabilitation Hospital. "Rehabilitation hospital" means inpatient hospital selvices that are

provided by a hospital or unit designated by Medicare as a rehabilitation hospital or
lehabilitation distinct part. The term rehabilitation hospital encompasses rehabilitation hospiøls
and rehabi litation distinct parts.

Relative value. "Relative values" are weighted adjustments applied to the APR-DRG to reflect
the resources required to provide a given service. The relative values of APR-DRG hospitals ând

lehabilitation hospitals are based on APR-DRG "standard" national weights, developed by 3M
based on Healthcale Cost and Utilization Project (HCUP) National Inpatient Sarnple (NIS)
discharge data.

Seven-county metropol¡tan area. "Seven-county metropolitan area" includes the following
oounties: Anoka, Carver, Dakota, I-lennepin, Ramsey, Scott, and Washington.

Severity of IIlness, "severity ofillness" (SOl) means the extent ofphysiologic decompensation

or organ system loss offunction the extent of which is noted by the four distinct subclasses: 'l -

Mild; 2 - Moderate; 3 - Major;4 - Extreme. The higher SOI subclasses reflect higher utilization
of hospital resources and are genelally expected to incur greater costs.

Transfer, "Transfer" means the movement ofa recipient after admission fronr one hospital

directly to another hospital with a different provider number or to or from a rehabilitation
hospila l.

Transitional Period. "Tlansitional peliod" applies to the initial peliod of tine for APR-DRG
lJospitals in Minnesota or local trade areas for discharges occurring on or after Novernber l,
2014 until the next re-basing.

Upper Payment Limit Demonstration Year. "Upper payrnent limit demorlstration yeat'" meatts

the four consecutive quarters for which the upper payment limit demonstration was calculated.

\try'age Index. "Vy'age index" l'Ììeans an adjustmerrt to compensate for area difíèrences in hospital

wage levels by a factoÍ reflecting the relative hospital wage level in the geographic area ofthe
hospital conrpared to the national average hospital wage level- For areas with frontier stâte status

the "Pre-lloor Wage lndex" is used.

SECTION 3,0 MEDICAL ASSISTANCD COST RDPORTS
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All Minnesota and local trade area hospitals receiving a disproportionate population adjustment
payment, and all hospitals classified as a Critical Access Hospital must annually submit a
Medical Assistance cost repoÉ within six months of the end ofthe hospital's fiscal year. The
Department shall suspend payments to any hospital that fails to submit the required cost report.
Payments will remain suspended until the leport is filed with, and accepted by, the Department.

sDcTroN 4.0 ALL PÀTTENT-RtrFINED DTAGNOSTS-RELATED GROUP (APR-DRG)
HOSPITALS

4.01 Establishment of base years.
Effective for dischalges occuruing on or after November 1,2014, payment rates for services
provided by hospitals located in Minnesota or the local trade area shall be paid using a base year
of calencJar year 2012.

The rebasing in 2014 will be budget neutral, to ensure that the total agglegate payments undel
the rebased system are equal to the total aggregate payments made for the same number.and
types of services in the base year. Existing applicable rate increases or decreases applied to the
hospitals being rebased during the entire base period will be incorporated into the budget
neutrality calculation.

Effective for d ischarges occurring on or after July I ,2071 , and every two years thereafter,
payment fates shall be rebased to reflect orrly those changes in hospiøl costs between the
existing base year and the next base year. The base year for each rebasing period is established
by consideling the most recent year for which filed Medicare cost repoÉs are available.

4.02 Determination of relative values. The APR-DRG relative values ofthe diagnostic
categories will be based on the "standard" national weights developed by 3M utilizing the HCUP
NIS discharge data applicable to the base year.

4.03 Statewide Standardized APR-DRG amount. The statewide standardized amount is set
such that aggregate simulated new APR-DRG system payments ale equal to agglegate DRG
model claim allowed amounts under the DRG system in effect on October 3l , 2014. For rates
effective November 1,2014, the model claims data will be CY 2012. The wage index and labor
pofiions are based on factors in the FFY 2014 Medicare Inpatient Prospective Payment Systetn
(IPPS). The l¡iage indices include provider'-specific reclassifications in the FFY 2014 Medicare
IPPS, but do not include the fi'ontier state adjustment in their FFY 2014 Medicare IPPS wage
index.

4.04 Wage-adjusted Base Rate. APR-DRG wage-adjusted base rates are calculated using a

statewide standardized amount with the labor percentage adjusted by the applicable Medicare
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IPPS wage index for the rafe year. MSA hospitals use the standard wage index.
Non-MSA hospitals use the rural wage index, but the Frontier State adjusttnent is r.rot applied.

A. Labol portion:

(1) Determine the Statewide standardized APR-DRG arnount for the dischalge
(2) Multiply by the product ofthe labor percentage and the applicable wage index

B. NonJabor portion:

(1) Determine the Statewide standardized APR-DRG amount for the discharge
(2) Multiply by the difference between one and the labor percentage

C. Sum the results of A and B.

SDCTION 4.I POLICY ADJUSTMENT FACTOR

Policy Adjustrnent factors are category-specific adjustments made to the payment. They are

defined in terms of APR-DRG Base Groupings and include all SOI Categories. Policy
Adjustrnent factors have a base value of 1.0 unless an adjustment factor has been adopted and

indicated below by the DepaÉment. \

Effective for the discharges on or after November l, 2014, policy adjustrnents are applied to the

f'ollowing APR-DRG categolies:

A. Mental Health: 740, 7 50, 7 51,7 52, 7 53, 7 54, 7 55, 7 56, I 51, 7 58, 7 59,'7 60

. A policy adjustrnent facto r of 2.35 will be applied when the SOI is equal to one .

o A policy adjUstment factor of 2.15 will be applied with the SOI is equal to two.
. A policy adjustment factor of 1 .75 will be applied when the SOI is eqLral to three.
. A policy adjustment factol of L60 will be applied when the SOI is equal to four.

B. Neonate: 580, 58 l, 583, 588, 589, 59 l, 593, 602, 603' 607, 608, 609, 61 l, 612, 613, 61 4,

621, 622, 623, 625, 630, 631, 633, 63 4, 636, 639, 863

C. Nolnal New Born: 626,640

D. Obstetlics VaginalDeliveries:560

Wage-adjusted
Base Rate =

(Statewide standardized APR-DRG amount multiplied by the labol
percentage, multiplied by the applicable wage index) plus the
(Statewide standardized APR-DRG amount multiplied by (l .0 minus
the labof Dercentase))
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. A policy adjustmelìt fâctor of 1.35 will be applied to vaginal deliveries in a hospital
located outside the seven county metro area.

E. Obstetrics Cesarean: 540

F. Obstetrics Other: 541, 542, 544, 545, 546, 561, 563, 564, 565, 566

G. Transplant: 001, 002, 003, 006, 440

H. Trauma: 020,055, 135,308,384,910, 911,912

I. Other Pediatric: all other APR-DRGs not listed in palagraphs A through H with patient age <

18 yeals old, and provided in a Children's hospital

. A policy adjustment factor of L 15 will be applied regardless of SOI.

J. Other Pediatric all other APR-DRGs not listed in paragraphs A through H \¡/ith patient age <
l8 years old, and not provided in a Children's hospital

. A policy adjustrnent factor of I .l 5 will be applied regardless of SOL

K. Other Adult all other Base Groups with Age >18 years old

SECTION 4.2 TRANSITION ADJUSTMENT FACTOR

The transition adjustment lactor is a provider-specific prospective value applied during the
transitional period to ensure that a provider's aggregate simulated paynents under rebased rates

using base peliod claims data do not increase or decrease by more than five percent from
aggregate base period payments.

Str,CTION 4.3 CALCULATION OF PAYMENT RATES

4,31 Standard Payment for Minnesota Hospitals

Standard Payment : 'Wage-adjusted base rate, multipìied by the APR-DRG relative value.
multiplied by the DPA factor, rnultiplied by the policy adjustment
factor, lnultiplied by the tlansition adiustmerìt factoÌ

Calculate wage-adj usted base rate
Multiply by the APR-DRG relative value
Multiply by the policy adjustment factor
Multiply by Displopofionate Population Adjustment factor
Multiply by the transition adjustrnent factor

4.32 Standard Pâyment for Local Trade Area Hospitals

B.
C.
D.
E.

Standarcl Wase-adiusted base rate, multiplied by the APR-DRG relative value,



A.
B.
C.

E.
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multiplied by the pol¡cy adjustment factor', multiplied by the transition
ad.iustment factor

Calculate wage-adjusted base rate
Multiply by the APR-DRG relative value
Multiply by the policy adjustment factor
Multiply by the transition adjustment factor

4.33 Transfer Payment for Minnesota, Local Trade Area, and Out-of-area Hospitals

Divide the standard payment by the average length of stay for the APR-DRG
Multiply by the sum of the actual length of stay plus 1.0

The value calculated in B cannot exceed the average length of stay for the APR-DRG.
Average lengths of stay for APR-DRG discharges are listed in the HCUP data file. A hospital
may not receive a transfer payment that exceeds the hospital's applicable standard payment rate
unless that discharge is an outlier.

A discharge that immediately precedes an admission paid pursuant to Section 4.57 governing
contracts for psychiatric services is ineligible for a transfer payment.

4.34 Outlier Payment for Minnesota Ilospitals

A. Calculate cost

( I ) Multiply allowable charges by the hospital's base yeal cost to cìrarge ratio

B. Calculate facility outlier threshold amount

(l ) Multìply the wage-adjusted base late by the lelative value

A,
B.

Transfer Pavment = (Standard payment, divided by the average
APR-DRG discharge), multiplied by the (actual length of stay plus

stay the

Outlier Pavment : The marginal cost factor multiplied by the DPA factor, multiplied by
the difference between (allowable charges, nrultiplied by the
hospital's overall cost to charge ratio) and the [(wage-adjusted base
rate, muìtiplied by the relative value, rnultiplied by the policy
adiustment factor) plus the fixed loss amountl



C.

D.
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(2) Multiply the result in item (1) by the policy adjustment factor
(3) Add the fixed loss ar'Ì'rount to the lesult in item (2)

Subtract B from A

Ifthe result in C is positive, multiply the difference by the rnarginal cost factor and the
DPA factor to deter-mine the outlier payrnent. Ifresult in C is negative, the outlier
payment is zero.

4.35 Outlier Payment for Local Trade Area and Out-of-Area Hospitals

A. Calculate cost

(2) Multiply allowable charges by the hospital's base year cost to charge ratio

B. CaÌculate the facility outlier threshold amount

(4) Multiply the wage-adjusted base rate by the relative value
(5) Multipìy the result in item (l ) by the policy adjustrnent factor
(6) Add the fixed loss amount to the result in item (2)

Subtract B from A.

If the result in C is positive, multiply the diffetence by the marginal cost factor to
determine the outlier payment. Ifthe result in C is negative, the outlier payment is zero.

4.36 Out-of-area Hospitals

Out-o1-area Payment = Statewide avet'age wage-adjusted base rate, multiplied by the
relative value. multinlied bv the policv adiustmeni 1àctor

A. Determine the average statewide \¡r'age-adjusted base late for the APR-DRG discharge

B. Multiply by the relative value
C. Multiply by the policy adjustment factor'

C.

D.

Outlier Paynent = The marginal cost factor multiplied by the difference between
(allowable charges, rnultiplied by the hospital's overall cost to charge

latio) and the [(wage-adjusted base rate, rnultiplied by the relative
value, multiplied by the policy adjusünent factor) plus the fixed loss

amountl
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Paymelìts to out-of-area hospitals may be established based on a negotiated rate if the
DeparûTent contracts directly with the hospital. Payments, including thit'd pafty iiability, rnay

not exceed the charges on a claim-specific basis lor inpatient hospital services that are covered
by Minnesota Medical Assistance.

4.37 Interim Payment Methodology. The Department shall pay an interim payment based on

the methodologies existing prior to the rebasing effective November l, 2014. Ifthe methodology
described in this attachment cannot be implemented prior to October 1, 2015, the Department
will ernploy a second interim payment methodology.

The second interirn payment methodology will pay discounted costs, calculated by the following:

Submitted charges multiplied by the facility specific aggregate cost-to-charge ratio from the most

recently filed Medicare Cost Report as of March 2014, for the cost repot period ending in2012,
multiplied by the facility specific estimated payment-to-cost ratio from the state's model of the
payment rates described in this attachment.

Upon implementation of the methodology described in this attachment, the Depaftment shall
reprocess all claims paid under an interim payment methodology.

SECTION 4.4 RATE ADJUSTMENT
Effective for d ischarges on or after Nov I , 2014, except for children's hospitals whose patients

are pledominantly under l8 years ofage, the total payment, aftet third-party liability and spend

down is increased by 10 pelcent.

SECTION 4.41 RATE ADJUSTMENT
For hospitals located in Minnesota, the total payment, after third-palty liability and spend down
is increased by 2 percent.

SECTION 4,5 OTHER PAYMtrNT FACTORS

4.51 Charge limitation. Individual hospital payments, excluding DPA payments, established for
Medical Assistal'rce coveled inpatient selvices in addition to third party liability for discharges

occun.ing in a rate year will not exceed, in agglegate, the charges fot Medical Assistance covered

inpatient services paid fbr the same period of time to a hospital'

4,52 Reserved

4.53 Neonatal respiratory distress syndrome. For discharges to be paid undel inpatient
hospital r.ates that include the diagnosis ofneonatal respiratory distress syndrome, services must

be provided in a level II or above inpatient hospital nursery. Otherwise, payment will be
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detelmined by taking into account respiratory distress but not respiratory distress syndrome.

4.54 Non-payment for hospital-acquired and provider-preventable conditions. No payment
will be made for the care, additional treatment or procedures, readmission to the hospital after
dischalge, incleased length of stay, change to a higher diagnostic category, or transfer to another
hospital when the charges are attf ibutable to a hospital-acquired or provider-preventable
condition. ln the event of a transfer to another hospital, the hospital where the hospital-acquired
or provider-preventable condition was acquired is responsible for any cost incured at the
hospital to which the patient with the condition is û'ansferred.

4.55 Indian Health Service. Medical assistance payments to facilities of the Indian Health
Service and facilities opelated by a tribe or tribal organization under funding authorized by title I

of the Indian Self-Determination and Education Assistance Act, Public Law Number 93-638, as

amended, ol Title V of the Indian Self-Determination and Education Assista¡ìce Act, Public Law
106-260, or by United States Code, title 25, chapter 14, subchapter II, sections 450fto 450n, are
excluded from the DRG sysiem and are paid according to the rate published by the United States
assistant secretary for health under authority of United States Code, fifle 42, sections 2484 and
2488.

4.56 Reserved

4.57 Psychiatric services contracts. The Commissioner has determined that there is a need for
access to additional inpatient hospital psychiatric beds for persons witlr eithel serious emotional
disturbance or serious and persistent mental illrress, who have been civilly cornmitted or
voluntarily hospitalized, and can be treated and dischalged within 45 days (or, effective August
l, 2005, additional days beyond 45 based on the Depadment's individual review of medical
necessity). ln response, contracts with non-state operated hospitals to provide inpatient hospital
psychiatlic services to patients who will be dualfy committed to the non-state operated hospital
and the State-operated regional treatment center, or who have agreed to hospitalization, have
been established. PayÍnent rates for these inpatient psychiatric services are negotiated and
established in the contracts executed under an open bidding process between the Commissioner
and the hospitals.

A. Pal'ameters related to the acceptance ofa ploposal other than cost include:

(l) the quality ofthe utilization review plan;

(2) experience with mental health diagnoses; and

(3) the conrrritrnent process.
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B. Palameters lelated to acceptance ofa proposal on a financial and cost basis include:

(1) payer of last resolVpayment in f'ull cornpliance assurances;

Q) genenl experience operating within the Medicare/Medical Assistance programs; and

(3) financial integrity.

C. Voluntary hospit alizafions are included in the cotrtracts: Ifthe attending physician

indicates that the patient is in need ofcontinued mental health inpatient treatment and that

the patient is competent to consent to treâtment (or has a substitute decision maker with
the authority fo conset'ìt to treatlnent).

Rates are established through the bid prooess with negotiation based on the cost ofoperating the

hospital's mental heaith unit as derived from the Medicare cost Íepoft. The cost information,

for comparison to a state-operated hospital, is adjusted to take into account average acuity and

Ieng1h olstay d illerences.

4.58 Medical Education and Research Costs. ìn addition to Medical Assisønce payments

included in this Attachment, Medical Assistance provides for an additional annual payment

according to the formula in Supplernent 3 ofthis attachment.

4.59 Payments for Unusually Long Length of Stay' For admissions that are longer than 180

ciays, the following payment, in addition to the rate undel Seclion 4.3 I and the outlier rate under

Section 4.3 3, is provided:

Payrnent : Statewide average hospital cost-to-charge ratio, multiplied by the usual

and customarv charge

4.60 Additional adjustment for Certain Ilospitals
Hennepin county Medical center and Regions Hospital. Effective July 15, 2001, in recognition

ofthe ser.vices provided by the two largest safety net hospitals, an additional adjustment, in total

for Hennepirr County Medical Centet'and fol Regions Hospital, will be nrade each yqar, after the

olose ofthe federal lìscal year, that is the difference between the non-State government-owñed ot'

operated hospital Medicare upper payment limit, as specified in Code of Federal Regulations,

tiile 42, section 441 .272, using Medicare payment methods for hospitals, and the non-State

government-owned or operated hospital payments of this Attachnrent.

Effective for the paynent attlibutable to the upper payment limit demonstration year 2010, and

thereafter, out ofthe total available funding, payments to each of the two hospitals will be

deterrnined by:
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A. Calculating arì upper payment limit for each of the hospitals receiving payment under this
section usirrg the sarne methodology applied to the entire group ofnon-State govel.nment-
owned hospitals.

B. Calculating a ratio for each ofthe hospitals receiving a payment under this section that is
equal to:

(l) the difference between the uppel payment limit for each hospital computed in A and total
Medicaid payments to that hospital and, if positive,

(2) divided by the sum of the positive amounts ofthe differences between the upper payment
limit and the Medicaid payments to each of the hospitals,

C. Applying the ratio computed in B to the difference between the upper payment limit for the
non-State government-owred group ofhospitals and total Medicaid payments to that group
of hospitals.

SECTION 5.0 IIEHABILITÀTION HOSPITALS AND REHABILITATION DISTINCT
PARTS

5.01 trstablishment of base years,
Effective fol discharges occurring on or after November 1,2014, payment rates for services
provided by hospitals located in Minnesota or the local trade area shall be paid using a base year
of calendar year 2012.

Tlre rebasing in 2014 will be budget neutral, to ensure that the total aggregate payments under
the rebased system are equal to the total aggregate payments made for the same number and
types of services in the base year. Existing applicable rate incrcases or dec¡eases applied to the
hospitals being rebased during the entire base period will be incorpolated into the budget
neutrality calculation.

El'fective fbr díscharges ocourring on or after July I ,2017 , and every two years theleafter,
paylnent rates shall be rebased to reflect only those changes in hospital costs between the
existing base yeal arrd the next base year. The base year for each rebasing period iç established
by considering the most receut year for which J'iled Medicare cost repolts are available.

5.02 Determination of relative values.
'llhe rehabilitation provider APR-DRG relative values ofthe diagnostic categories will be based

on the "standard" national weiglrt developed by 3M utilizing the HCUP NìS dischalge data
applicable to the base year.
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5.03 Statewide Standardized APR-DRG amount. The statewide standardized atnount for
rehabilitation services is set such that aggregate sirnulated new APR-DRG system payments are
equal to aggregate rehabilitation rnodel claim allowed amounts under the DRG systen in efifect
on October 31, 2014. For rates ef,fective November l, 2014, the model claims data will be CY
2012. The wage index and labor poftions are based on factors in the FFY 2014 Medicare IPPS.
The wage indices include provider-specific reclassifications in the FFY 2014 Medicare IPPS, but
do not include the frontier state adjustment to their FFY 2014 Medicare IPPS wage index.

5.04 Wage-adjusted Base Râte, Rehabilitation DRG wage-adjusted base rates are calculated
us¡ng a stâtew¡de standardized arÌ'ìount with the labor percentage adjusted by the applicable
Medioare PPS wage index for tlre rate year. MSA hospitals use the standard wage index.
Non-MSA hospitals use the rural wage index, but the Frontier State adjushnent is not applied.

A. Labol portion:

(l) Determine the State\,/ide standardized APR-DRG amount for the dischalge
(2) Multiply by the product of the labor percentage and the applicable wage index

B. Non-labor portion

(1) Detelmine the Stâtewide standardized APR-DRG amount for the discharge
(2) Mulfiply by the difference between one and the labor percentage

C. Sum the results o{'A and B.

SECTION 5,I TRANSITION ADJUSTMEN.T FACTOR

The Íansition adjustrnent factor is a provider-specific prospective value applied during the
transitional period to ensure thaf a provider''s aggregate simulated payments under rebased rates
using base period claims data do not increase or decrease by more than five percent from
aggregate base period payments. For payments to hospitals underthis section the transition factor
is I .0.

Wage-adjusted
Base Rate =

(Statewide standardized APR-DRG amount, multiplied by the labor
percenfage, multiplied by the applicable wage index) plus the
(Statewide standardized APR-DRG amount multiplied by (1 .0 minus
the labor nercentace))

SNCTION 5.2 CALCULATION OF PAYMtrNT RATES
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5.21 Standard Payment for Minnesota Hospitals

Standard Payment : Wage-adjusted base rate, multiplied by the relative value, multiplied
bv the DPA factor', multiplied by the payment adiustment factor

Caloulate wage-adjusted base rate

Multiply by the relative value
Multiply by Disproportionate Population Adjusanent factor
Multiply by the transition adjustment faotor

5,22 StandarrJ Payment for Local Trade Area Hospitals

A.
B,
C.
D.

B.
C.

Standard Payment = Wage-adjusted base rate, multiplied by the relative value, multiplied
bv the payment adiustment factor

Calculate wage-adjusted base rate
Multiply by the relative value
Multiply by the tlansition adiustment factor

5.23 Transfer Payment Rate for Minnesota, Local Trade Area, and Out-of-area Hospitals

Tlansfer Paynrent : (Standard paymont, divided by the average length ofstay for the

APR-DRG discharge), multiplied by the (actual length of stay plus
1.0)

A. Divide the standard payment by the average length of stay for the APR-DRG
B. Multiply by the sum ofthe actual length ofstay plus 1'0

The value calculated in B cannot exceed the average length of stay for the APR-DRG'
Average lengths of stay f'or APR-DRG discharges are listed in the HCUP data file. A hospital
ffay nof receive a transfer payment that exceeds the hospital's applicable standard payment ÍlTe
unless tlìat discharge is an outlier.

A discharge that d¡rectly precedes an admission to a non-state operated hospital that provides

inpatient hospital psychiatric services pursttant to Section 4.57 that is paid âccording to a
contracted rate pel dày with the Depaltment is ineligible for a transfel payment.

5.24 Outlier Payment for Minnesota Hospitals
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Outlier Payrnent : The marginal cost fàctor multiplied by the DPA factor multiplied by

the diffelence between (allowable charges, multipliêd by the
hospital's overall cost to charge ratio) and the [(wage-adjusted base

rate. multiplied bv the relative value) plus the fìxed loss amountl

Calculato oost

( I ) M ulfiply allowable charges by the hospital's base year cost to charge ratio

Calculate facility outlier threshold amount

(l) Multiply the wage-adjusted base rate by the relative value
(2) Add the fixed loss amount to the result in item (1)

Subtract B from A.

If the result in C is positive, multiply the difference by the malginal cost percentage and

the DPA factor to determine the outlier payment. If result in C is negative, the outlier
payment is zero.

5.25 Outlier Payment for Local Trade Area and Out-of-area Hospitals

Outliel Paytnent - The margir.ral cost factor multiplied by the diflerence between
(allowable charges, rrultiplied by the hospital's overall cost to cliarge
ratio) and the [(wage-adjusted base rate, multiplied by the relative
value) plus the fixed loss amount]

Calculate cost

(l) Multiply allowable charges by the hospital's base year cost to charge ratio

Calculate the facility outlier threshold amount

(l) Multiply the wage-adjusted base rate by the relative value
(2) Add the fixed loss amount to the result in itern (l)

Subtract B fì'om A.

lf the result in C is positive, rrultiply the difference by the malginal cost percentage to

C.

D,

A.

B

C.

D.
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detennine the outlier payment. If resu lt in C is negative, the outlier payment is zero

5.26 Out-of-areâ Hospitals

A. Determine tlre statewide average base rate for the APR-DRG discharge
B, Multiply by the relative value

Paymonts to out-of-area hospitals may be established based on a negotiated rate if the
Depaffment contracts d¡rectly with the hospital. Payments, including third party liability, may
not exceed the charges on a clairn-specific basis for inpatient hospital services fhat are covered
by Minnesota Medical Assistance.

5.27 Interim Paymenf Methodology.
The Department shall pay an interim payment based on the methodologies existing prior to the
rebasing effective November 1,2014. If the methodology descríbed in this attachment cannot be
implemented prior to October 1,2015,the Department will employ a second interim payrnent
methodology.

The second interim payment methodology will pay discounted costs calculated as follows:
Submitted charges multiplied by the facility specific aggregate cost-to-charge ratio from the most
recently filed Medicare Cost Repor.t as of March2014, for the cost leport period ending in 2012,
rnultiplied by the facility spec¡fic estimated payment-to-cost ratio from the state's model ofthe
payment rates described in this attaohment.

Upon irnplementation of the methodology described in this attachment, tl.re Departrnent shall
reprocess all clailns paid under an interim payment methodology.

SDCTION 5.3 RATE ADJUSTMENT
For hospitals located in Minnesota, the total payment, after third-party liability and spend down
is increased by 2 percent.

SECTION 5,4 OTHER PAYMENT FACTORS

5.41 Charge limitation. lndividual hospital payments, excluding DPA payments, established for
Medical Assistance covered inpatient services i¡r addition to thild palty liability for discharges
occurring in a rate year will not exceed, in aggregate, tlre charges for Medical Assistance covered
inpatient services paid for the same peliod of time to a hospital.

Out-of-area Statewide average base rate, multiplied bv the relative value

5.42 Non-paymcnt for hospital-acq u ired and provider-preventable conditions. No payment
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will be made fot the care, additional tl'eatlnent or procedures, readmission to tlÌe hospital after

discharge, increased length of stay, change to a higher diagnostic category, or transfer to another

hospital when the charges are attributable to a hospital-acquired ol provider-preventable
condition. ì¡ the event ofa transfer to another hospital, the hospital where tbe hospital-acquired

or provider-preventable condition was acquired is lesponsible for any cost incu:red at the

hospital to which the patient with the condition is transferred.

5.43 Indian Health Service, Medioal assistanoe payments to facilities of the Indian Health

Service and facilities operated by a tribe or tribal organizaljon under funding authorized by title I
of the Indian Self-Determination and Education Assistance Act, Public Law Number 93-638, as

amended, or Title V of the Indian Self-Determination and Education Assistance Act, Public Law

106-260, of by United States Code, titie 25, chapter 14, subchapter II, sections 450fto 450n, ate

excluded from the DRG system and are paid according to the rate published by the United States

assistant secretary for health under autholity of United States Code, title 42, sections 248A and

2488.

5.44 l|{:edical Education and Research Costs' In addition to Medical Assistance payments

included ín this Attachment, Medical Assistance provides for an additional annual payment

according to the formula in SuppÌement 3 of this attachment.

5.45 Payments for Unusually Long Length of Stay. Fol admissions that are longer than I 80

days, the following payment, in addition to the rate under Section 5.21, is provided:

SECTION 6.0 CRITICAL ACCESS HOSPITALS (CAH)

ó.01 Establishment of base years.
Effective for discharges occurring on or after July 1,2015, payment rates for services provided

by critical access hospitals located in Minnesota or tlre local trade area shall be paid using a base

year ofcalendar year 2012. The base yeaf will be updated (re-based) evel'y two years to the most

recent yeaL for which filed, Medicare cost reports are available. The Íe-basing shall reflect

changes in hospital costs between the existing base year and the next base year.

For ever.y year.that is not a re-basing year, payment rates shall be inflated using the Centets for
Medicare & Medicaid Services' Inpatient Hospital Market Basket Index.

SECTION 6.2 CALCULATION OF PAYMENT RATES

6.21 Stantlard Payment for Minnesota and Local Trade Area Hospitals

average cost-lo-charge ratio multiplied by the and

custom
Payment :



STATE: MINNESOTA
Effective: Novernber l, 2016
TN:16-19
Approved:
Supersedes

$/AY 91 2017
l5-19 (r4-ls,r3-

ATTACI-IMENT 4.I 9.4
lnpatient Hospital

Page 2l

18,13-04,12-25,11-30a,11-22,11-12,11-05,10-23,10-11,09-21,09-13,09-08,09"
02,08-10,07 -t2,07-tt ,07-03,07-02,0s-13,04-1s(a),04-02,03-39,03-02,02-28,02-t 1,02-05,01-25,01- 19,01- 17,01 -

01 ,00-29 ,00 -0 4,99 -23 ,99 -05 ,98-37 ,97 -42,97 -19 ,9'1 -l 5 ,9'l -03 ,9 5-20 ,95-04,94- 18,94-0E,93 -39,93-33,92-44,92-31 ,91

t7,90-2s)

Effective for discharges on or after July 1, 201 5, payrnent rates shall be facility-specific, per
diern payment lates. The per diem rates shall be based on a facility-specific percentage ofcosts
as recorded on the most recently filed Medicare Cost Repoft as of March, 2014 for the cost
repoÉ period ending in 2012. The calculated cost based rate shall be the finál rate and will not be

settled to actual, incurred costs.

A. Calculate a payment-to-cost ratio using allowable cost and revsnue data from Medicare
Cost Repoft

B. Determine payment-to-cost ratio tier

(l ) Hospitals with base year payment-to-cost ratios at or below 80 percent shall have a per

diem payment rate set to reimburse 85 percent of base year costs.
(2) Flospitals with base year payment to cost ratios above 80 percent up to and inoluding 90

percent shall have a per diem rate set to reimburse 95 percent of base year costs.
(3) Hospitals with base year payment to cost ratios above 90 percertt shall have a per dien

rate set to reimburse 100 percent of base year costs.

C. Set facility specific pel dietn rates to reimburse the target payment to cost ratio as

detemrined in B.

6.22 Transfer Payment for Minnesota and Local Trade Area Hospitals

Covered rate,

the actual ofTransfer

6.24 Out-of-Area Hospitals

Out-of'-area Payment - Statewide avelage wage-adjusted base rate, rnultiplied by the
relative value, multiplied by the policy adiustment factor

A. Determine the average statewide wage-adjusted base rate for the APR-DRG discharge
B. Multiply by the relative value
C. Multiply by the policy adjustment 1àctor'

Payments to out-of-afea hospitals Inay be established based on a negotiated rate if the

Departnent cor'ìtracts dilectly with the hospital. Payments, ìncluding th ircl party liability, may

not exceed the charges on a claim-specific basis for inpatient hospital services that are covel'ed
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by Minnesota Medical Assistance.

6.25 Interim Payment Methodology
Ifthe methodology dosclibed in this attaohment cannot be irnplemented prior to October 1,2015,
the Departmeht will ernploy an interim payrnent methodology.

The interim payment late is equal to: submitted charges multiplied by the facility-specifio
estimated payment-to-cost ratio from the state's model ofthe payrnent lates as described in

section 6.21 th¡s attachrrent.

Upon implementation of tho methodology described in this attachment, the Departrnent shall

reprocoss all claims paid under the interim payrnent rnethodology.

SECTION 6.3 OTHERPAYMENT FACTORS

6.31 Charge limitation. Individual hospital payments, excluding DPA paynrents, established
for Medical Assistance coveled inpatient ser.rices in addition to third party liability for
discharges occuning in a rate year will not exceed, in aggregate, the charges fot Medical
Assistance covered inpatient services paid f,or the same period of tirne to a hospital.

6.32 Neonatal respiratory distress syndrome. For discharges to be paid under inpatient
hospital rates that include the diagnosis ofneonatal respiratory distress syndrome, services must
be provided in a level II or above inpatient hospital nursery. Otherwise, payment will be

determined by taking into account respiratory distress but not respiratory distress syndrome.

6.33 Non-payment for hospital-acquired or provider-preventable conditions. No payment

will be made f,or the cale, additional treatment or procedures, readmission to the hospital after
discharge, increased length of stay, change to a liigher diagnostic category, or transfer to another

hospital when the charges are attributable to a hospital-acquired or provider'-preventable

condition. ìn the event of a tlansfer to another hospital, the hospital where the hospital-acquired
or provider-preventable condition was acquired is responsible for any cost incun'ed at the
hospital to which the patient with the condition is transfered.

6.34 Indian Health Service. Medical assistance payments to facilities of the Indian Health

Service and facilities operated by a tribe or tribal olganization under funding authorized by title I
ofthe Indian Self-Determination and Education Assistancs Act, Public Law Number 93-638, as

arnended, or Title V of the Indian Self'-Determination and Education Assistance Act, Public Law
106-260, or by United States Code, title 25, chapter I4, subchaptel Il, sections 450fto 450n, are

excluded from tlre DIìG systern and are paid according to the late published by the United States

assistant secretaly f'or health under authority of United States Code, title 42, sections 2484 and

2488.
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6,35 Psychiatric services contracts. The Commissioner has detetmined that there is a need for
âccess to additional inpatient hospital psychiatric beds for persons with either serious emotional

distulbance or serious and persistont mental illness, who have been oivilly oonrmitted or
voluntarily hospitalized, and oan be treated and discharged within 45 days (or, effective August
l, 2005, additional days beyond 45 based on the Department's individual review of medioal

neoossity). In response, oontracts with non-state operated hospitals to provide inpatient hospital
psychiatlic services to patients who will be dually oommitted to the non-state operated hospital

and the State-operated regional treafinent canter, or who have agreed to hospitalization, have

been established. Payment rates for these inpatient psychiatric selices are negotiated and

established in the contracts executed under an open bidding process between the Commissioner'

and the hospitals.

A. Parameters related to the acceptance ofa proposal other than cost include:

(1) the quality ofthe utilization leview plan;

(2) experience with mental health diagnoses; and

(3) the comrnitment process.

B. Parameters related to acceptance ofa proposal on a financial and cost basis include:

(l) payer oflast resorl/payment in full compliance assurances;

(2) genenl experience operating within the Medicale/Medical Assistance programs; and

(3) fi nancial integlitY.

C. Voluntâl'y hospitalizations are included in the contracts: lf the attending physician

indicates that the patient is in need oflcontinued mental health inpatient treatment and that

the patient is competent to consent to treatment (or has a substitute decision maker with
the authority to consent to treatnrent).

Rates are establislied through tl, e bid process with negotiation based on the cost of operating the

hospital's mental health unit as derived fiom the Medicare cost report. The cost infoflnation,
for comparison to a state-operated hospital, is ad.iusted to take into account average acuity and

lengtl.r ofstay d iffelences.

6.36 Metlical [ducation and Research costs. ln addition to Medical Assistance payments

included in tlris Attachnrent, Meclical Assistance provides for an additional annual payment
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accolding to the formula in Supplement 3 of this attachment.

6,37 Payments for Unusually Long Length of Stay, For admissions that are longer than 180

days, the following paymen| in addition to the rate under Section 6.21, is provided:

Payment = Statewide average cost-to-charge ratio rnultiplied by the usual and
customarv charge

SECTION 7,0 LONG,TERM HOSPITALS

7.01 Establishment of base years,
For the Janualy l, 201 I , rebased rate year, rates for Minnesota long term hospitals (section 7.0)
only will be rebased to the most recent hospital fiscal year ending on or before September l,
2008, not including payrnents described in section 8.01 or section 7.45. Effective January l,
2013, and after, rates for all lorg-term hospitals will not be rebased. Fol long-tem hospitals that
open after Aplil I , 1995, the base year is the year for which the hospital first filed a Medicare
cost report.

7.02 Determination of Base Year Operating Cost and Rate per Diem
The Departnrent detennines the base year operating cost per day for long term hospitals for the
rate year accolding to items A and B.

A. Detennine the operating cost per day as follows:

(l) Select Medical Assistance claims f'or Minnesota and local tlade area hospitals with.
adrnission dates from each hospital's base year.

(2) Exclude the claims and charges in subitems a to e:

a. Medicare crossover claims;

b. inpatient hospital selvices for which Medical Assistance payment was not
made;

c. inpatient hospital services not covered by the Medical Assistance program on
October I prior to a rebased t'ate year;

d. inpatient hospital charges for non-covered days calculated as the l'atio ofnon-
covered days to total days rnultiplied by charges; and
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e. inpatient hospital services paid under Section 7.46.

(3) Combine claims into the admission that genelated the olaim according to readmissíons
at Section 9.02.

(4) Determine operating costs for each hospital admission using each hospital's base year'

data acoording to subitems (a) to (e).

a, Detormine the operâting cost of accommodation. services by multiplying the
number of accommodation service inpatient days by that accommodation service
operating cost pel diem and add the products of all accommodation services.

b. Determine the operating cost of each ancillary service by multiplying the
ancillary charges by that ancillary operating cost{o-charge ratio and add the
products ofall ancillary services. Arr ancillary operating cost-to-chalge ratio will
be adjusted fol cefified registered nurse anestl'ìetist costs and charges ifthe
hospital determines that certified registered nurse anesthetist services will be paid
separately.

c. Determine the operating cost ofservices rendered by interns and residents not
in an approved teaching program by mLrltiplying the number of accommodation
service inpatient days in subitem (a) by that teaching program accommodation
service per diem and add the products ofall teaching program accommodation
services.

d. Add subitems a to c.

B. Divide the total base year operating costs for all admissions in item A by the total
corresponding inpatient hospital days for all admissions and round that amount to whole
dollars.

SECTION 7.1 CALCULATION OF PÀYMENT RATES

7.l l Standard Payment Rate for Minnesota Hospitals

Standald Payrnent = Opelating rate per diem, multiplied by the DPA factor, multiplied by
the rateable leduction factor, multiplied by Medicaid-eligible patient
da ys

A. Determine lhe hospital's opelating rate per diem for the base yeat'

B. Muitiply by the Dispropottiorrate Population Adjustment factor
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C. Multiply by the rateable reduction factor
D. Multiply by the number of Medicaid-eligible patient days

7,1.2 Sfandard Pâyment Rate for Local Trade Area, and Out-of'area Hospitals

Standard Payment = Operating rate per diem, multiplied by the rateable reduction factor
multiplied bv Medicaid-eligible patient days

A. Determine the hospiøl's operating rate per diem fbr the base year

C. Multiply by the rateable reduction factor
D. Multiply by the number of Medicaid-eligible patient days

7.13 Transfer Payment Râte for Minnesota, Local Trade Area, and Out-of-area Ilospitals

SECTION 7.2 RATEABLE ADJUSTMENTS

?,21 Reduction. For admissions on or after July 1,2002, the total payment, before third-parly

liability and spenddown, is reduced by .5 pel'cent.

7.22 ldiedwtion, In addition to the reduction in Section 7.21, for admissions on or after March l,
2003, except those paid undel Seotion 7.43 and the psychiatric diagnostic categories, the total

payÍnent, before thild-paty liability and spenddown, is reduced by five percent.

7.23Increase. Effective with admissions on or after January 1,2004,the totâl payment, aftel

third-palty liability and spenddown, and Sections 7.21'7.22'7.24'7.25'7.26"7.2'7,7.28'7.29,
and 7 .291 is increased by two perrcent for Minnesota hospitals.

7.24 Reduction. In addition to the reductions in Sections 7 2l and7.22, effective with
adrnissions on or aftel August l, 2005, except those paid under Section 7.43 and the psychiatric

diagnostic categories, the total payrnent, after third-party Iiability and spenddown, is redr-rced by

six percent.

7.25 Reduction. In addition to the reductions irr Sections 7 .21 ,7 .22, and 7 .24 efïective with
aclmissions on or. after July l, 2008 through June 30, 2009, except those paid under Section 7.43

ar.rd the psyclriatric diagnostic categories, the total payment, after third-party liability and

spenddown. is reduccd by J.46 pclccnt'

7.26 Reduction. In addition to the r.edr¡ctions in Sections 1.21,7 .22,7.24, and 7.28 e1'fective

the actual ofStandard
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with admissions on ol after July I , 2009 through June 30, 201 l, except those paid under Section
7.43 and the psychiatric diagnostic categories, the total payment, after third-party liability and
spenddown, is reduced by I .9 percent.

7.27 Reduction. In addition to tlre reductions in Sections 7 .21, 7 .22,7 .24, and 7 .28 effective
witlr admissions on or after July 1,2011 , oxcepl th ose paid under Section 7.43 and the
psychiatric diagnostic categories, the total payment, after thild-party liability and spenddown, is
reduced by L.79 percenl.

7.28 Reduction In addition to the reduction in Section 7.21,7.22,7.24,7.26 and 7.27 when
applicable, for admissions on or after July 1.2009, except those paid under Section 7.43 the total
payment, after third-party liability and spenddown, is leduced by one petcent.

1.29 Ilearing detection fee increase. Effective for admissions occurring on or after July
I ,201 0, payrnent rates shall be adjusted to include the increase to the fee that is effective on July
1,2010, for the early hearing detection and intervention program recipients under Minnesota
Statutes $ 141 .l 25, subdivision 1, that is paid by the hospital for Medical Assistance recipients.
This payment increase shall be in effect until the increase is fully recognized within the base year
cost.

Effective for admissions occurring on or after July 1,2013, paynent rates shall be adjusted to
include the increase to the fee that is effective on luly 1 ,2013, for the early hearing detection and

inte¡'vontion progra;t't't recipients under Minnesota Statutes $144,125, subdivision l, paragraph (d)
that is paid by the hospital for Medical Assistance recipients. This payrnenf increase shall be in
effect until the increase is fully recognized within the base year cost.

7.29I Reduction In addition to the reduction in Section 7 .21 ,7 .22,7 .24,7 .27 and 7 .28, for
admissions on or after July l, 201 1, except those paid under Section'7.43,Ihe total payment,
after third-party liability and spenddown, is reduced by I .96 percent.

SECTION 7.3 (Reserved)

SECTION 7.4 OTHER PAYMENT FACTORS

7.41 Charge limitation. lndividual hospital payments, excludìng DPA paymentsl established for
Medical Assistance covered inpatient services in addition to thild party liability fol discharges
occurring in a rate year will not exceed, in aggregate, the charges for Medical Assistance covered
inpatíent services paid fol the same períod of time to a hospital.

7,42 Non-payment for hospital-acq uired and provider-preventable conditions. No payment
will be rnade f'ol the care, additional treatnìellt or plocedures, readmission to the hospital after
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discharge, increased length of stay, charrge to a higher diagnostic categoly, or transfer to another
hospital when the oharges are attributable to a hospital-acquired or provider-preventable
condition, Inthe event ofa transfer to another hospital, the hospital where the hospital-acquired
or prov ider-preventablo condition was acquiled is responsible for any cost incured at the
hospital to which the patient with the condition is transferred.

7.43[n¡Jian Health Service. Medical assistance paylnents to facilities of the Indian Health
Servjce and facilities operated by a tribe or tribal organization under funding authorized by title I
of the Indian Self-Determ ination and Educatiotr Assistance Act, Public Law Number 93-638, as

amended, or Title V ofthe Indian Self-Determination and Edqcation Assistance Act, Public Law
106-260, or by United States Code, title 25, chapter 14, subchapter ll, sections 450fto 450n, are

excluded from the DRG system and are paid according to the tate published by the United States

assistant secretary for health under authority of United States Code, title 42, sections 248A and
2488.

7,44 Medical trducation and Research Costs. In addition to Medical Assistance payments
included in this Attachment, Medical Assistance provides for an additional annual payment
according to the formula in Supplement 3 of this attachment.

7.46 Payments for Unusually Long Length of Stay. For admissions that are longer than-l80
days, the following payment, in addition to the rate under Section 7,1 I for inpatient hospital
services, is provided:

Payment = Statewide average cost-to-charge ratio multiplied by the usual and
customarv charge

SECTION 7.5 APPEALS

A long term hospital may appeal a decision alising fiom the application ofstandalds or methods
ofthe payrnent system. An appeal can result in a change to the hospital's payment rate or
payments. Both overpaynents and underpayments that are discovered as a result ofthe
submission of appeals will be implernented.

The appeal will be heard by an adrninistrative law judge according to Minnesota Statutes,

chapter 14, or upon agreement by both paÍies, according to a modified appeals procedur:e

established by the Department and the Ol'fice of Administrative Hearings. In any proceeding, the

appealing party mìist demonstrate by a preponderarlce ofthe evidence that the Department's

determination is inconect or not according to law.

To appeal a payment late or payment determination or a detelmination made f,i'ot¡ base

year infornration, the hospital must file a written appeal request to the Department within
A.
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60 days of the date the payment rate determination was mailed to the hospital. The
appeal request shalf speoify:

(l) The disputed iterns.

(2) The authority in federal or state statute or rule upon which the hospital lelios for each

disputed item.

B.

(3) The name and address ofthe person to contact regarding the appeal.

To appeal a payment rate or payment change that results from a differençe in case mix
between the base,year and the rate year, the procedures and t'equirements listed above

apply. However, the appeal must be hled with the Department or postmarked within 120

days after the end of the fate year. A case mix appeal must apply to the cost of services

to all Medical Assistance patients who received inpatient services from the hospital for
which the hospital, received Medical Assistanca payment, excluding Medicare crossovers.

The appeal is effective for tlre entire rate year. A cabe mix appeal excludes Medical
Assistance admissio¡rs that have a relative value of zero for its DRG.

Fora case mix appeal filed afterJuly l,1997,the combined difference in case mix for
Medical Assistance and General Assistance Medical Care, a State-funded program, must

exceed five percent. For this paragraph, "hospital" means a facility holding the provider

number as an inpatient servíce facility.

To appeal a payment rate or payment clrange that Íesults from Medicare adjustments of
base year information, the 60-day appeal period begins on the mailing date of the notice

by the Medicare program or the date the Medical Assistance payment rate determination
notice is mailed, whichever is later.

As part ofthe appeals process, hospitals ale allowed to seek changes that result from
differences in the type of services provided or patient acuity from the base year' This is

ngcessary because of the time lag between the base year and the rate year. These case

rnix appeals are calculated afler the rate year has finished. However, in a fèw situations

such as the cleation of a llew program, it is plospectively evident that a case mix appeal

will be successful. Therefore, in tliese cases, an agreement is dlafted mandating a case

mix appeal calculation at the end of the year and estimated payments ate made on an

interim basis.

C,

D.
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8.01 Disproportionate population adjustment or DPA eligibility. A Minnesota hospital that
is not state-owned, not a facility ofthe federal Indian Health Service, and not a critical access
hospital and that meets the criteria of items A to C is eligible for an adjustment to the payment
rate.

A. A hospitaì musthave at least two obstetricians with staffprivileges who have agreed to
provide obstetlic selvices to Medical Assistance recipients, For non-MSA hospitals the
term "obstetrioian" incÌudes any physician with staffprivileges at the hospital to pelforrn
nonemergency obstetr ic ptocedures.

B. A hospital that did not offer non-emergency obstetric services as of December 21, I987
or a hospital whose inpatients are predominately under I 8 years of age is not subject to
item A.

C. A hospital must have a base year Medical Assistance inpatient utilization rate that
exceeds I pelcent.

MA lnpatient
Utilization Rate
(M[UR) =

Medical Assistance inpatient days, divided by toøl inpatient days

8.02 Disproportionate population adjustment factors. Eligible hospitals that are not
Iicensed children's hospitals rnay qualify for the contlact bed factor, the transplant hospital
factor and one ofthree volume factors.

8,13-04,12-25,l'l -30a,11-22,1 l -12,1 I -05,10-23,10-11 ,09-21,09- I 3,09-08,09-

Contract Bed Factor - a hospital that has a contract with the Departnent to
plovide extended inpatient psychiatric services in the rate year shall have a
fäctor of 0.01 60.
Transplant Factor - a hospital that lras ¡eceived Medical Assistance fee-for-
service paymerrt for at least 20 transplant services in the base year shall have a
factor of 0.0435.
Volume Factor
i. Hospitals with an MIUR in the base year of at least 20 percent up to one

standard deviation above tire statewide mean shall have a factor of 0.0468.
¡i. Ilospitals with an MIUR in the base year that is at least one standard

deviation above the statewide mean, but iess than tluee standard
deviations above the statewide mean shall have a f,actor of 0.2300.

iii. Hospitals with an MIUR ín the base year that is mote than three standald
deviations above the statewide mean shall have a factor of 0.371 L

Final DPA Factor'- the final DPA factor for hospitals qualifying under this

^

B.

C,

D.
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section is equal to one plus the sum ofA thlough C.

8.03 Disproportionate population adjustment factors - children's hospitals. E,ligible
hospitals that are licensed children's hospitals rnay qualify for one DPA factor based on the
nurnber of fee-for-service Medical Assistance discharges in the base year.

Licensed children's hospitals with at least 1,000 fee-for-service discharges in
the base year shall have a factor equal to i.868.
Licensed children's hospitâls \¡iith fewer than 1,000 fee-for-service dischalges
in the base year shall have a factor equal to 1.7880.

The applicable DPA factor (fi'orn A or B) is the final DPA factor for the qualifying children's
hospital.

8.04 Limitation on DPA payment amounts. In the event that DPA payments to a qualifying
hospital exoeed the facility-specific DSH lirnit for the hospital for the applicable DSH year, the
DPA payment to the hospital will be limited to the facility-specific DSFI limit.

Payments in excess ofthe applicable facility specifìc DSH lirnit shall be returned to the
Department for redistribution to qualifying hospitals.

8.05 Redistribufion ofReturned DPA amounts. Excess DPA payments that are returned to
the Department in accordance with section 8.04 shall be redistributed to qualifying hospitals.
Flospitals qualified to accept redistributed DPA funding must:

A. Be eligible to recqive DPA payments under section 8.01 ;
B. Be eligible to receive DPA payments under section 8.02 and have a volunre factol as

described paragraphs C(ii) or C(iii); and

C. Not have exceeded the limit in section 8.04

Retumed DPA funding shall be distlibuted to qualifying hospitals based on each hospital's
Medical Assistance fee-for-service discharges expt'essed as a percentage ofthe total Medical
Assistance fee-for-service dìschalges of all ofthe hospitals qualified to receive additional DPA
payments under this section.

The final redistributed DPA payrnent amount to a leceiving hospital may not result in total DPA
payments to that hospital exceeding the limit in section 8.04.

A.

B,

Final DPA Fâctor = l+ + + Volume
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Final Redistributed
DPA Payment
Amount =

Lesser of:
The difference between the amount paid in accordance with section
8.02 and the limit in section 8.04,
Or
The amount equal to the total amount ofDPA funding to be
redistributed, multiplied by (the hospital's number of fee-for-serv ice
MA discharges divided by the totaI number of fee-for-service MA
discharges of all ofthe hospitals eligible to receive redistributed DPA
funds in the rate year).

SECTION 9.0 PAYMENT PROCEDURES

9.01 Submittal of Claims. Hospital billings under the Medical Assistance program cannot be
submitted untiÌ the reoipient is dischalged. However, the Department establishes montlrly
interim payments for hospitals that have recipient lengths ofstay over'30 days regardless ofthe
diagnostic category,

9.02 Readmission. An admission and readmission to the same or a different hospital within 15

days, not including the day of admission and the day ofdischalge, is eligible for paynent
according to criteria that determines whether fhe admission and readmission are paid as one
admission, two admissions ol as transfers. (Outliel paynents are paid when applicable.)

A. An admission and readmission are paid as two adrnissions when tlre recipient's discharge
from the first admission and subsequent readmission are medically appropriate according to
prevailing medical sta¡rdards, practice and usage. An admission and readmission arc aiso
pa¡d as two adrnissions when the reason for the readr¡ission is the lesult of:

(l) A recipient leaving the hospital ofthe first admission against rnedical advice;

(2) A recipient being noncompliant with uredical advice that is documented in the
recipient's medical record as being given to the recipient; or

(3) A recipient having a new episode ofan illness or condition.

An adnrission and readrnission are paid as a combined admission ifthey occur at the same
hospital, or as tlansfer payments if they occur at different hospitals, when a lecipient is
discharged from the first admission without receiving medically necessary treatment
because of:

B
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(1) Hospital or physioian scheduling conflict;

(2) Hospital or physician preference other than medical necessity;

(3) Patient preference; or

(4) Referral.

C. When a readrnission occurs as a result ofan inappropriate discharge from the first
admission, the first admission will be denied payment and the readmission will be
cons¡dered a separate admission.




