
Table of Contents

State/Territory Name: Wisconsin

State Plan Amendment (SPA) #: \ilI 17-0002

This file contains the following documents in the order listed:

1) Approval Letter
2) CMS 179 Form

3) Approved SPA Pages
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Ms. Heather K. Smith
State Medicaid Director
Department of Health Services
I West rWilson St.

P.O. Box 309
Madison, WI 53701-0309,

RE: V/isconsin State Plan Amendment (SPA) 17-0002

Dear Ms. Smith:

'We have reviewed the proposed amendment to Attachment 4.19-A of your Medicaid State plan
submitted under transmittal number (TN) 17-0002. Effective for services on or after January 1,

2017, this amendment revises reimbursement methodologies for inpatient hospital rates and
methodologies for state plan rate year 2017.

V/e 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 thc Social Sccurity Act and thc
regulations at 42 CFP. 447 Subpart C. V/e hereby inform you that Medicaid State plan
amendment 17-0002 is approved effective January 1,2017. Vy'e are enclosing the HCFA-179
and the amended plan pages.

Ifyou have any questions, please call Tom Caughey at(517) 487-8598

Kristin Fan
Director
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1000
OVERVIEW OF INPATIENT HOSPITAL REIMBURSEMENT

Th¡s section is a brief overv¡ew of how reimbursement to hospitals is determined for inpatient services that are
provided by hospitals to elig¡ble recipients of the Wiscons¡n Medicaid Program (WlVlp). The WMp uses a
reimbursement system based on D¡agnosis Related Groups (DRGs). The DRG system covers acute care, children's,
long-term care, and critical âccess hospitals. Excluded from the DRG system are rehabilitation hospìtals, State
lnstitutions for l\¡ental D¡sease (llvlDs), and psych¡atric hospitals, which are reimbursed at rates per d¡em. Also,
reimbursement for certain spec¡alized serv¡ces ¡s exempted from the inpatient DRG system. These include ventilator-
assisted pat¡ents, unusualcases, and brain injury cases. Special provis¡ons for payment ofeâch ofthese DRG-
exempted serv¡ces âre included in this State Plan. Organ transplants are covered by the DRG system.

Approved inpatient hospital rates are not applicable for hosp¡tal-acquired conditions that are ident¡fìed as non-payable
by l\4edicare. Th¡s hospital-acquired conditlons pol¡cy does not apply to WMP supplemental payments and WMp
disproportionate share hosp¡tal (DSH) payments.

The WMP DRG reimbursement system uses the grouper that has been developed by 3MrM that uses an all pat¡ent
sample, the All Patient Refined (APR) DRG. The grouper classifles a pat¡ent's hospital stay into an establ¡shed DRG
based on the diagnosis of and procedures provided to the pat¡ent. A grouped claim ¡s then ass¡gned a weight that ¡s
¡ntended to reflect the relative resource consumpt¡on of each inpat¡ent stay. For example, the average hospìtalization
with an APR ÞRG weight of 1.5 would consume 50 percent more resources than the average hospitalization w¡th an
APR DRG weight of 1 .0, while the average hosp¡talization wìth a DRG w¡th a we¡ght of 0.5 would consume half the
resources of the average hosp¡talization with a DRG weight of 1 .0. APR DRG weights and average length of stay are
established and maintâined by 3MrM.

Eâch hospltâl ls ässigned a unique hospitalspec¡fic DRc base rate. This hospital-speclf¡c DRG base rate includes an
adjustment for differences in wage levels between areas throughout the state, lt also ¡ncludes an amount for direct
medical educat¡on costs.

Given a hospital's specific DRG rate and the weight for the APR DRG ¡nto which a stay is classifìed by the grouper,
payment to the hosp¡tal for thê stây is determined by multiplying tlìe hosp¡tal's rate by the DRG weight and any
applicable policy adjustor, and by tak¡ng into account the WMp's charge cap and transfer policies.

A "cost outlier" payment is made when the cost of providing a serv¡ce exceeds a pre-determ¡ned "trimpo¡nt'. Eâch
inpatient hospital claim is tested to determine whether the claim qual¡fies for a cost outlier payment.

For addit¡onal information, contact:
Bureau of Fiscal Management
Department of Health Serv¡ces
1 W. Wilson Street, Room 318
P. O. Box 309
Mâdison, Wisconsin 53701-0309.

Telephone (608) 266-8922
FAX (608) 264-9847

E-mail DHSDMSBFM@dhs.wisconsin.gov

TN # 17-0002
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2000
STATUTORY BASIS

The Wisconsin inpatient hospital payment system is designed to promote the objectives of the Wisconsin state
statutes regarding payment for hospital serv¡ces (Chapter 49, Wis. Stats.) and to meet the criter¡a for T¡tle XIX
hospital payment systems contained in the federal Social Secur¡ty Act and federal regulations (Title 42 CFR, Subpart
C). The inpatient payment system shall comply with all current and future applicable federal and state laws and
regulat¡ons and reflect all adjustments required under said laws and regulations. Federal regulations (42 CFR

5447 .272) require that the payment system not pay more for inpatient hospital serv¡ces than hosp¡tal prov¡ders would
receive for compârable serv¡ces under comparable circumstances under Med¡care.

¡lAR 2 7 2018
TN # 17-0002
Supersedes
TN # 16-0001
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3000
DEFINITIONS

Access PaymenL To promote Wl\4P member access to acute care, children's, rehab¡l¡tation, and cr¡t¡cal access
hospitals throughout Wisconsin, the WMP provides a hospital access payment amount per eligible inpatient
d¡scharge. See S9600 for further details.

Acute carc Hosp¡tal. A hospital that prov¡des inpatient medical care and other related sèrvices for surgery, acute
medical conditions, or injur¡es (usually for a short-term illness or condit¡on).

A Pat¡ent Refined D¡agnos¡s Related Grcup (APR DRG). A pat¡ent classifìcation system developed and maintained
by 3MrM establishing clinically-similar groupings of services that can be expected to consume similar amounts of
hospital resources.

Annual Rato Update. The process of annually adjusting hospital payment rates to be effectlve January 1 of each year
based on more current Medicare cost reports and Medicaid claims.

Base ÐRG. The first three numer¡c values ass¡gned to an ¡npatient v¡sit under ApR DRG.

Border Status Hosp¡tal. A hospital not located in Wisconsin, which has been certifled by the WMP as a border status
hospitalto provide hospital services to WMP recipients. Exact criter¡a for el¡g¡bility for border status are provided in
s4240.

Centers for Med¡care and Med¡ca¡d Sevices ICMS). The federal agency which regulstes the WMp.

CMS Maket BaskeL The ìnflation ¡ndex published by CMS used tô êstimate hospital ¡nllat¡on during the rate setting
process.

Ch¡ldron's Hospital. Acute care hosp¡tal that mêets the federal def¡n¡tion of a children's hospital (42 CFR 412.23(d))
and whose primary activ¡ty is to serve children.

Cr¡t¡cal Access Hosp¡tal (CAH). A hospital that meets both the requ¡rements under 42 CFR Part 485, Subpart F and
the follow¡ng requirements: no more than 25 beds for inpat¡ent acute care and/or sw¡ng-bed servicesl no more than 4
beds for observation services; an annual averâge ¡npatient stay of no more than 96 hours; provis¡on of emergency
serv¡ces and availability of registered nurses on a 24-hour-per-day basis: ând establishment of a wr¡tten referral
agreement with one or more network hosp¡tals.

Depaftment. The Wiscons¡n Department of Health Services (or ¡ts agent)t the State agency responsible for the
administration of the WlVlP.

D¡agnos¡s Related Group (DRG). A patient classification system that establishes clin¡cally-s¡m¡lar groupings of
services that can be expected to consume sim¡lar amounts of hospital resources.

Fee-for-Serv¡ce IFFS). A WMP pâyment methodology in which providers are reimbursed service-by-service for
serving WMP members. l\¡ost WMP members are either enrolled w¡th Health Maintenance Organizat¡ons (HMOs) or
have their serv¡ces reimbursed on â FFS basis.

Grcduate Med¡cal Education (GME). The phase of training that occurs afler the completion of medical school ¡n which
physicians serve as residents, typically at a teaching hosp¡tal, and receive several years of superv¡sed, hânds-on
tra¡n¡ng ¡n a particular area of expertise. Hospitals that train residents incur real and s¡gnificant costs beyond those
customar¡ly assoc¡ated with prov¡ding patient care; in recogn¡tion of th¡s, the WMP provides various payment
adjustments to help defray the d¡rect costs of Gl\4E programs.

Healthcare Cost Repoñ lnformation System (HCRIS). The central¡zed electronic clearinghouse for Medicare cost
reports ma¡ntained by CMS.

Hosp¡tal P4P Gt//ile. The annual publication, available on the Wisconsin ForwardHealth Portal, that supplements th¡s
State Plan with additìonal deta¡ls about, among other things, the HWp4p program.

Hosp¡talspec¡fic DRG Ease Rate. The payment rate per discharge which will be Çalculated for and assigned to each
hospital by the Deportment for the RY. This is the rate by which a DRG weight and app¡icable policy adjustor ¡s
multiplied to establish the amount of payment for an ¡ndividual inpat¡ent stay.

Hosp¡tal W¡thhold Payjot-Peiormance (HWPAP) Program. A performance-based reimbursement system in which
the W[4P withholds '1.5% of payment for inpatient hospital services and allows hospitals to earn back those do¡lars by

i;i ï ;::i. 
rr"r¡ty benchmarks. see 56620 for furthe, o"tljhR 
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HWP4P Pool Amounf. The amount of money withheld from inpatient hospital reimbursement for use ¡n the HWP4P
program.

/MD. lnstitut¡on for l\4ental D¡sease, as deflned in 42 CFR 435,1009.

Long-Tem Care Hosplfa¿ A separately licensed hosp¡talthat meets the requirements of42 CFR 4'12.23(e) and is
reimbursed by Medicare under the l\¡edicare prospect¡ve payment system for long-term care hospitals.

Measurement Year (MY). The time period from Apr¡l 1 through March 3'l dur¡ng whìch an ¡teration of the HWP4P
program is âdmin¡stered. The named year of the MY is the calendar year in which the IMY ends; for example, l\4Y
2014 runs from April 1, 2013 to March 31, 2014.

Med¡ca¡d Dof¡c¡t. The amount by which the cost of providing inpatient services to WMP recipients exceeds the WIVIP
payment for those services. See 59100 for further deta¡ls.

Med¡ca¡d Management lnformation Systen (MMIS). The system used by the WNIP to process and document provider
cla¡ms for payment.

Medicare Cost Repo¿ The CMS 2552 form,

Metropol¡tan Statist¡cal Area (MSA). Geograph¡c regions des¡gnated by the Office of Management and Budget
(OMB) consisting of one or more counties used by the Department for wage index assignment.

Non-Border Status Hosplfa¿ A hospital not located in Wiscons¡n and wh¡ch has not been certif¡ed by the WMP as a
border status hospitâ1.

office of Management and Budget (OMB). The federal agency that, among other things, sets standards and
announces results for classifications within Core Based Stat¡stical Areas.

Pol¡cy Adjustor. A factor used when calculat¡ng provider payment whereby the provider spec¡fic rate is mult¡pl¡ed by
the DRGweightand applicable pol¡cy adjustor. Examples of policy adjustors include butare notl¡mitedto: speciflc
services rendered, specifìc facility types and spec¡fic age categories.

Prospective Rate per D/em. The hosp¡tal-spec¡fc rate for each day of service.

Psychiatric Hosp¡tal. A general psychiatr¡c hospital which is not a satellite of an âcute care hosp¡tal and for which the
department has issued a certiflcate of approval that âppl¡es only to the psych¡atr¡c hospital. A subcategory of
psychiatric hospital is lnst¡tution for.l\4ental Disease (lMD), wh¡ch is defined in 42 CFR 435.1009, though lMDs are
only eligible for lvledicaid re¡mbursement under specific circumstances.

Rate Notíf¡cat¡on Leffer. The notif¡catÌon sent to hospitals at the conclusion of the annual rate update informing each
hospital of its updated reimbursement rates and how to appeal them ¡f necessary.

Rate Year (RY). The t¡me per¡od from January '1 through December 31 dur¡ng which rates established under the
annual rate update are to be effect¡ve for most, if not all, hosp¡tals.

Rehabil¡tation Hosp¡lal. A separately licensed hospital that meets the requ¡rements of 42 CFR 412.23(b) and is
reimbursed by l\4ed¡care under the Med¡care prospect¡ve payment system for rehabil¡tation lrospitals. The hospital
prov¡des intensive rehabilitative services for conditions such as stroke, brain injury, spinal cord injury, amputation, hip
fractures, and multiple traumas to at least 75% of its patient population. ll\4D hosp¡tals cannot be cons¡dered
rehabil¡tation hospitals under the provisions of this plan.

Sever¡ty of lllness (SOr. The numeric value assigned to the fourth position under APR ÐRG to prov¡ding additional
stratif¡cat¡on of the base DRG. SO¡ values ¡nclude 1 (m¡nor),2 (moderate), 3 (severe) and 4 (extreme).

Standard DRG Group Rate. The statewide DRG base rate that serves as the starting point for the hospital-specifìc
DRG base rate development process.

State F¡scal Year (SFY). July 1- June 30. For example, SFY 2014 ¡s defined as July 1, 2013 - June 30, 2014.

Upper Payment L¡mit (UPL).-|he maximum amount the WMP may reimburse a hospital for services provided to Wl\¡P
members. Th¡s is formally specified in 42 CFR 447.272.

Usual and Customary Charg€s. A provider's charge for the provision of a given service to persons not entitled to
WMP benefits.

TN # 17-0002
Supersedes
TN # 16-0001
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Wiscons¡n CheckPoin¿. A centralized electronic clear¡nghouse for quality data forWiscons¡n hospitals, mainta¡ned by
the Wisconsin Hospitâl Association, available at www.wicheckpoint.org.

Wiscons¡n ForwardHealth Poñal. A website administered by the Wl\4P listed at www.forwârdhealth.wi.gov.

W¡scons¡n Med¡ca¡d Program WMP). The State of Wisconsin's implementation of l\4edical Assistance as per Title
XIX of the federal Social Secur¡ty Act.

|'lAR 2 ? 2018

Approval Date;_

lnpatient Hospital State Plan
Attachment 4.'19-A

Page 5

TN # 17-0002
Supersedes
TN # 16-0001

Effective Date: 01lO1l2O17



lnpatient Hospital State Plan
Attachment 4.19-A

Page 6

4000
DIFFERENCES IN RATE SETTING BETWEEN
IN-STATE AND OUT-OF.STATE HOSPITALS

4100 Hosp¡tals Located ¡n Wisconsin

General acute care hospitals, including children's, crit¡cal access, and long-term care hosp¡tals, located in Wisconsin
(in-state hospitals) are reimbursed accord¡ng to the DRc-based payment method descr¡bed ¡n 56000 herein. All
inpatient stays within these hospitals are reimbursed under the DRG-based payment method w¡th certa¡n exceptions.
These exceptions include ventilator patient care, unusual cases, and brain injury care. Organ transplants are pa¡d

under the DRc-based payment method. Rehab¡l¡tation and psychiatric hospitals and state lMDs are reimbursed
under a rate per diem methodology, not the DRc-based payment system.

4200 Hosp¡tals Not Located ln Wisconsin and Border Status Hospitals

Hospitals not located ¡n Wiscons¡n but which provide inpatient services to WMP recip¡ents may be reimbursed by the
WMP for the¡r services. Some such hospitâls may be granted "border status" by the WMP, Others w¡ll not have
border status under the WMP (i.e. non-border status hospitals). All out of state hospitals regardless of border status
do not receive add-on pâyments for direct graduate medical education costs.

4210 Non-Border Status Hospitals
Out-of-state hospitals which do not have border status are reimbursed under the DRc-based payment method
described in 511000 herein. Payment is based on the standard (statewlde) portlon ofthe DRG base rate only. The
rate is not adjusted to recogn¡ze hosp¡tal-spec¡f¡c direct medical education costs or differences ¡n wage areas, All
non-emergency services ât out-of-state hospitals which do not have border status requ¡re prior author¡zation from the
WMP. This d¡ffers from the pr¡or author¡zat¡on requ¡rements for ¡n-state and border status hosp¡tals.

4230 Botuèr Status Hosp¡tâls
Border status hospitals are reimbursed according to the DRG-based payment method. Th¡s ¡s the same DRG method
as is used for in-state hosp¡tals and contains a wage area adjustment. A border prov¡der's wage index is the state-
w¡de average wage index for the state ln wh¡ch the prov¡der ¡s phys¡cally located.

4240 Cr¡ter¡a for Border Status
Border stâtus hospitals are hosp¡tals providing essent¡al and substantive serv¡ces toWMP recipients. To be
cons¡dered for border status, the provider must demonstrate an average of 100 or more inpâtient claims annually
overthree consecut¡ve years. Not ¡ncluded ¡n the count of cla¡ms are (1) stays which were paid in full orpartby
l\4ed¡care and (2) stays pa¡d in full bya payer other than Medicare or l\4edicaid. Paid in full means the amount
received by the hospital equals or exceeds the amount the WMP would have pa¡d for the stay. Border status is
reviewed on a periodic bas¡s by the WMP.

4250 Rehêb¡l¡tat¡on Hosp¡tals w¡th Border Status
A border status hospital that the Department determines qualif¡es as a rehabilitation hospital, as defined in 53000, is

reimbursed on a prospective rate per diem consistent w¡th in-state rehabil¡tation hosp¡tals.

4260 Alternat¡ve Payments to Border Status Hosp¡tals for Certa¡n Sev¡ces
For any out-of-state acute, children's, cr¡tical access, or long-term care hospital, regardless of border status, all
inpatient stâys are reimbursed under the DRc-based payment method except ventilator patient care, unusual cases,
and braìn injury care. These cases are reimbursed under the alternative payment methods described ¡n 57000 if the
hosp¡tal requests and qualifies for the alternative reimbursement according to 57000.
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5000
COST REPORTING

5100 Use of Cost Reports ¡n Rate Setting

The Wl\¡P uses the Med¡câre cost report to establish certain components of an in-state or border status hosp¡tal's
speciflc payment for direct graduate medical education. Cost reports are also used to establish critical access
hospital's estimated costs and cost-to-chârge ratio for outlier payments. The Department obtains Medicare cost
reports through the Healthcare Cost Report lnformation System (HCRIS) mainta¡ned by the Centers for lvledicare and
N4edicaid Services (C[¡S).

5200 Selection of Cost Report¡ng Period

The Department uses the most recently submitted '12-month Med¡care cost report available in HCRIS as ofthe lvlarch
31 prior to the start of the RY. lf the most recently submitted 12-month Med¡care cost report ava¡lable is a "no
utilization" cost report, thè Department may request an alternate 12-month cost report from the hosp¡tal.

5300 Cost Reports for Recent Hosp¡tal Combinings

A "hospital combining" ¡s the result of two or more hospitals combining into one operation, under one WMP provider
certifìcat¡on, either through merger or consol¡dation, or a hosp¡tal âbsorb¡ng a major portion of the operat¡on of
another hospital through purchase, lease, or donation of a substantial port¡on of another hosp¡tal's operation or a
substant¡al amount of another hospital's phys¡cal plant. For comb¡ning hospitals for which there ¡s not a submitted 12-
month Medicare cost report âvâllâble for the combined operation, the Department combines data from the most
recent submitted l2-month Medicare cost reports of the ¡ndiv¡dual combining hosp¡tals prior to the hosp¡tal comb¡ning.
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6000
DRG-BASED PAYMENT SYSTEM

6100 lntroduct¡on

A hospital is pa¡d a prospect¡vely-establ¡shed amount for each discharge under the DRG-based payment system. ln
the Departments annual rate update, a "hospital-specific DRG base rate" is calculated for each hospital. Th¡s rate is
the result of adjusting a uniform "standard DRG group rate" to recognize the wage area of each hosp¡tal. ln addition,
a hospital-specific rate supplement for direct graduate medical education is added to the "DRG group rate" descr¡bed
¡n the following pages.

For each WMP recipient's stay, the hosp¡tal's spec¡flc DRG base rate ¡s mult¡pl¡ed by the weight for the DRG ând any
applicâble policy adjuster wh¡ch applies to the hospital stay. The result ofthis mult¡pl¡cation is the DRG payment to
the hosp¡tal for the speciflc stay. ln add¡tion to the DRG payment, an "outl¡e/' payment may be made to the hosp¡tal
for very high-cost cases.

6110 Hosp¡tals Covercd by the DRG-Based Payment system

The DRG-based payment system as described in 56000 âpplies to ¡n-state and border status acute care, children's,
critical access, ând long-term care hospitals. Reimbursement for rehabil¡tat¡on and psychiatric hosp¡tals is described
in 58000. Reimbursement for out-of-state hosp¡tals is described in S1'1000.

6120 Serv¡ces Covered by DRG Payments

All covered services provided during an inpatient hospitalstây, except profess¡onâl services described in 56130, are
considered inpatient hospital serv¡ces for which payment is provided under this DRc-based payment system.
(Reference: Wis. Admin. Code, HS 107.08(3) and (4))

All covered ¡npat¡ent hospital stays are reimbursed under the DRc-based payment method except ventilator pat¡ent
care, unusual cases, and bra¡n injury care. These cases are reimbursed under lhe alternative payment methods
descr¡bed ln 57000 if the hospital requests and qual¡fies for the alternat¡ve reimbursement according to 57000.

Organ transplants are covered by thê DRc-based payment method.

6130 Profess¡onal Serv¡ces Excluded from DRG Payments

Certain professional and other services are excluded from the DRG payment system. Professional serv¡ces must be
billed by a separately-certifìed provider and billed on the CMS 1500 claim form. Serv¡ces are excluded when the
professionals prov¡ding them or the services themselves are functioning as:

Phys¡c¡ans Optometrists Pharmacy, for take home drugs on
the date of dischargeHêerino âi.i .leâlêrs

Psychologists
Phvsician assÌstants

Audiologists
Pod¡atr¡sts

Durable medical equipment and
supÞl¡es for non-hosÞital use

Nursê m¡alw¡vês lndeoendent nurse oract¡tioners Spec¡al¡zed med¡cal veh¡cle
transÞortatìonChirônrâctôrs

Cêrlifiêal rêatistêrêal nrrrsê âneslhetisls Âir wâtêr ând lâñ.1 âmh"lân.ê
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6200 Standardized DRG Pâyment Factors

Certain standard factors are used ¡n determinÌng the amount of payment hospitals receive for services covered by the
DRc-based payment method. The Department adjusts these standard factors for each RY. These include the DRG
grouper, DRG weights and pol¡cy adjusters.

6210 DRG Grouper

The DRG grouper is a classiflcat¡on system that sorts eâch pat¡ent stay into one DRG. The WMP DRG
reimbursement system uses the grouper developed by 3MrM for an all pat¡ent population, the All Patient Refined
(APR) DRG grouper. The vers¡on of the APR DRG grouper used by the WMp is updated for each Ry.

6220 DRG We¡ghts

ÞRG weights are designed to reflect the relative resource consumption of each ¡npatient stay. Under APR DRG, the
WMP has adopted DRG nâtional weights. Devêloped and maintained by3MrM, nat¡onalweights rely upon a nat¡onal,
all pat¡ent sample including private, Med¡care and Med¡caid payers. For each RY where grouping software is
updated, appl¡cable weights are updated to reflect the grouper change.

6230 Pol¡cy Adjusters

Policy adjusters are applied at the cla¡m level and are a numeric factorr much l¡ke a DRG weight, and are ¡ntended to
enhance payments for select services, age groups, provider types, etc. The current rate yeâr uses the following
pol¡cy adjusters:

Only one policy adjuster ¡s applied per claim. When a claim ¡s elig¡ble for more than one adjuster, the s¡ngle largest
factor is applied when calculat¡ng payment. When no pol¡cy adjusters are applicable, a factor of f .OO used.
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6230 Hosp¡tal-Spec¡fic DRG Base Rato

The Department calculates a hospital-specific DRG base rate for in-state and border status hospitals as follows:

First, the Ðepartment develops a un¡form, standard DRG group rate based on the RY's projected WMP ¡npat¡ent
util¡zation, case mix, and budget for DRG hosp¡tals (less the projected expenditures for CAH base rates, which are
developed such that projected reimbursement for CAHs fully covers cost, and prov¡ders pa¡d on a per diem basis
wh¡ch ¡s projected to re¡mburse at 85 percent of cost). The standard DRG group rate is available on the Wisconsin
ForwardHealth Portal.

Second, the Department determ¡nes hospital-specifìc DRG base rates by adjusting the standard DRG group râte for
each hosp¡tal to account for differences in the wage area ¡ndex and direct graduate medical education costs. The
labor portion ofthe standard DRG group rate is adjusted by the wage area adjustment index applicable to the
hospitâl; the sum of the adjusted labor portion and the unadjusted nonlabor port¡on forms the "total labor-adjusted
group rate." 5ô240 descr¡bes the wage area adjustment index. To form the hosp¡tal-specific DRG base rate, the
Department adds to the hospital's total labor-adjusted group rate ¡ts spec¡fic base payment add-on amounts for
graduate med¡cal education costs (if applicable), described in 56250 through 56270.

Finally, the Department adjusts the standard DRG group rate to account for the ¡mpact of including wage ¡ndex
adjustments and direct graduate medical education in the development of the hospital-spec¡fic DRG base rates. Th¡s
action, in turn, serves to adjust the hospÌtal-specific DRG base rates as well,
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6240 Wage Area Adjustment lndices

6241 lntroduct¡on. The Department adjusts the portìon of the standard DRG group rate attributable to labor by a wage
area adjustment ¡ndex specific to the local of each hospital. The fo¡lowing sections describe how the Department
appl¡es these wage indices. The Department applies h,vo distinct sets of wage indices, one for in-state hosp¡tals and
one for border status hospitals ¡ncluding non-border out of state hospitals. Providers rece¡v¡ng a coslbased
re¡mbursement method have no wage ¡ndex adjustment.

6242 Sources of Data. The Department adopts the raw Cl\,îS F¡nal Rule lnpat¡ent Prospective Payment System
(IPPS) wage indexes values. IPPS values are published annually and are managed ând maintained by Cl\¡S.
Values are based upon geographical Metropolitan Stat¡st¡calArea (MSA) and prov¡ders physically located ¡n the
same IVISA are assigned the same wage ¡ndex unless reclassified or an adjustment is applied such as out m¡gration.

The follow¡ng hosp¡tals are not considered for wage area adjustment index.
('l) Hosp¡tals not covered by the DRG payment system.
(2) Hosp¡tals in Wisconsin designated as CAHs as ofthe June 30 immed¡ately prêced¡ng the Ry.
(3) Hospitals known to be closed orto hâve discontinued operat¡ng as a hospital as ofthe June 30 immediately

precedÌng the RY, not including hospltals combin¡ng or merging w¡th another hosp¡tal.

6243 Wage Area Adiustment lndices for Hosp¡tals Located ¡n the State of Wíscons¡n The Department appties the
CMS Final Rule IPPS wage area adjustment to each IPPS participat¡ng prov¡der. lf a prov¡der has a wage index
reclass¡f¡cation or adjustment, the final adjusted wage index is applied. ln cases where a prov¡der does not part¡cipate
¡n the CIVIS IPPS program, the wage ¡ndex for the MSA the prov¡der ¡s physically located in is applled.

6244 Wage Area Adiustment lndices for Border and non-Border Sfaf¿,s Hosp¡tais. The Þepartment appl¡es a wage
area adjustment ¡ndex for þorder status hospitals us¡ng the F¡nal Rule IPPS state-wide wage inclex for the state in
wh¡ch the provider is physically located. For non-border status hospitals, the lowest in-state wâge index value is
applied to the standard DRG group rate.
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6260 D¡rect Graduate Med¡cal Educat¡on Adjustment

6261 General. Under the DRG-based payment system, the Department adds an amount for costs assoc¡ated with
direct graduate medical education programs to the hospital-specif¡c DRG base rates of hosp¡tals located in
Wisconsin. The amounts for th¡s add-on are prospect¡vely establ¡shed based on each ind¡vidual hospital's historical
direct graduate medical educât¡on costs.

6262 Standard Calculat¡on Mothodology.

The Department determines the direct graduate medical educat¡on add-on amount for a hospital us¡ng cost
¡nformation from the hospital's rate sett¡ng Medicare cost report.

1. The Department determines the direct grâduate medical educat¡on costs attributâble to WIMP inpatient
serv¡ces by multiply¡ng the overall allowed ¡npatient cost attributable to WN4P rec¡pients by the râtio of total
allowed d¡rect graduate medical educatlon costs to total allowed hosp¡tal costs.

2. The Department inflates the resulting amount to the RY us¡ng an inflat¡on rate der¡ved from the CMS Market
Basket for hoqp¡tals.

3. The Department divides the resulting amount by the number of WMP rec¡pient discharges for the per¡od of
the rate setting Medicare cost report.

4. The Department divides the resulting amount per discharge by the average DRG case mix index per
discharge.

5. The result from step 4 is the hospital's spec¡f¡c base direct graduate medical education add-on amount at a
'1,00 DRG weight. The Department âdds this amount to the hosp¡tal's spec¡fic DRG base rate.

6263 Calculat¡on Where No Cost Repoñ ls Availablo. For hospitals for which there is no subm¡tted12-month Med¡care
cost report âvailable and which have not filed a previous appeal with the WMP, the Department applies the statewide
average d¡rect graduate medical education payment adjustment.

For acute care hosp¡tals, the Department determines this adjustment by dividing the totalWMP d¡rect graduate
med¡cal education costs of all acute care hospitals by the total number of recipient discharges for the per¡od of the
rate setting period öf all acute care hospita¡s. This average direct graduate medical education cost per discharge
calculation yields the statewide average direct graduate medical educat¡on cost payment that the Department adds
onto the qualify¡ng hospital's specific DRG base rate.

TN # 17-0002
Supersedes
TN # 16-0001

I'lÀlì z 7 2û10

Approval Date: _ Effective Dater 01lO1l2O17



!npatient Hosp¡tal State Plan
Attachment 4.19-A

Page 13

6270 Transfer Payment Polìcy

An acute care provider transferr¡ng a Wl\4P member to another acute care provider ¡s subject to a transfer pâyment
policy review. DRG weights are der¡ved using full length of stay claims and therefore do not reflect the relat¡ve
resources of transfers. Transfers from an acute to post-acute setting are not subject to the transfer payment policy.

6271 Calculation of Transfet Base Payment

Transfer base payments are the lesser of: the full DRG payment or a calculated DRG per diem payment.

Full DRG payment is calculated as:

lprov¡der-specifìc rate x DRG we¡ght x appl¡cable policy adjuster]

Calculated DRG per diem payment ¡s calculated as:

lFull DRG Base Paymentl + DRG Average Length of Stay x fActual Length of Stay + 1l

DRG average Iength ofstay ¡s malnta¡ned by 3MrM and calculated during APR DRG we¡ght dévelopment. One day is
added to the Wl\4R member's actual length of stay to recognize the additional relative resources used dur¡ng the
admiss¡on process. After select¡ng the appropriate transfer base payment, the claim ¡s reviewed for any applicable
outlier payment. Transfer base payment rev¡ew ¡s applied to all âcute care providers paid v¡a DRG. A receiv¡ng
provider ¡s paid via standard DRc unless they too transfer the WMp member.

6272 DRG Transfer Payment Pol¡cy Exclusions

DRGs specif¡c to a neonate transfer [580 and 581] are not subject to transfer payment policy review. Weights for
neonate transfer DRGs ¡nclude only transfer cla¡ms and therefore appropr¡âtely reflect relat¡ve resources.
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6300 Outlier Payments under DRG-Based Payment System

6310 Generat

An outl¡er payment to the hospital provides a measure of relief from the financial burden presented by extremely high
cost cases. lt is a provider and claim-specifìc, cost-based amount paid on an individual stây in âddition to the DRG
payment. The Department may evaluate the med¡cal necessity of services provided ând appropriateness of outlier
cases pr¡or to the issuance of outl¡er payments or, if payment has been made, recoup the same.

6320 Qual¡ty¡ng Cr¡ter¡a for a Cost Outlier Payment

For a hospital's cla¡m to qualify for cost outl¡er payment, the following cr¡teria apply:

1. The charges for a given case must be usual and customary.

2. The services provided must be medically necessary and the level ofcare appropr¡atê to the medical needs
of the patient.

3. The cla¡m's cost, that is, charges-adjusted-to-cost, must exceed the DRG payment by the amount ofthe RY
2016 tr¡mpo¡nt applicable to the hospital. The appl¡cable tr¡mpoint w¡ll depend on the type and size and can
be found on the ForwardHealth portal.

4. Hospital stays for which payment is ¡q! prov¡ded under the DRG payment system do not qualify for outlier
payment consideration. This lncludes, but ¡s not necessarily limited to, cases treated at rehabilitat¡on
hospitals and lMDs exempt from DRGs, cases treated at hospitals reimbursed on a percent-of-charges
basis, and cases for serv¡ces exempted from DRG payment system under S7000. Claims for chronic, stable
ventilator-dependent hosp¡tal patients shall be reimbursed under the vent¡lator rate and, therefore, are not
eligible for a cost outlier payment.

6330 C h a rg e s Adj u ste d-To-Cost

Claim charges are adjusted to costs using the hospital's specific cost-to-charges ratio for inpat¡ent serv¡ces. For Acute
Care Hospitals the cost-to-charge rat¡o publ¡shed ln the CMS Provider Specific File (PSF) is used, When a CCR is
not published within the PSF, the state-w¡de average CCR is applied, âdjusting for urban versus ruralsett¡ng.
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6340 Outl¡er Payment Calculat¡on

Variable costs ¡n excess of the DRG payment and the tr¡mpoint w¡ll be paid. Following are the steps for calculation of
an outl¡er payment. An example of a cost outlier calculation ¡s presented in appendix 521OOO.

1. Allowed claim charges are adjusted to cost by multip¡ying the charges by the hospital's coslto-charge ratio.

2. The allowed excess cla¡m cost is calculated by subtracting the DRG payment (provider-specifìc rate x DRG
weight x applicable policy adjuster) and the hosp¡tal's trimpoint from the claim cost. (Cla¡m cost - DRG
payment - Trimpoint = Excess cost, must be posit¡ve to qual¡ñ/).

3. The outlier payment is the result of mult¡plyjng the excess claim cost by the variable cost factor. The var¡able
cost factors arê:

6350 Bed Count, Source and Change

The trimpoint amount for each hospital shall be established effective January 1 of the rate year based on the bed
count on file with the Department's Div¡sion of Quality Assurance, as of July 1 of the preceding rate year.

lf a hospital changes its bed count after July 1, the hospital must notiry the Department and any change in the
trìmpoint amount w¡ll not be etfective until the subsequent rate year.

6360 Outliet Tr¡mpo¡nt for Hospital Combin¡ngs

A "hospital combining" is the result of h^io or more hospitals comb¡n¡ng into one operation, under one WMP provider
certifìcation, either through mergor or consolidation, or a hospital absorb¡ng a mâjor portion of the operEtion of
another hospìtâl through purchase, lease, or donâtion of a substant¡al port¡on of another hospltal's operâtion or a
substant¡al amount of another hospital's phys¡cal plant. For comb¡ning hospitals, the applicable tr¡mpoint w¡ll depend
on the type and size ofthe comb¡ned operat¡on. One trimpoint w¡ll apply to all ind¡v¡dual combining hospitals under
the combined operat¡on, regardless of the type and size of the ¡ndiv¡dual combin¡ng hospitals.
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6400 Alternât¡ve DRG Base Rates

6410 Reimbursement for Cr¡t¡cal Access Hosp¡tals
Critical access hospitals are reimbursed the lower of the hospital's allowable cost or charges for the services provided
to WMP rec¡p¡ents.

The Department calculates a prospect¡ve cost based rate per d¡scharge, using the l\4edicâre cost report used for râte
sett¡ng, per the following steps:

1. A cost per day will be calculated for rout¡ne ¡npatient services using Medicare and l\4ed¡ca¡d cost pr¡nciples.
2. Costs w¡ll be apportioned to the WMP by multiplying the cost per day times WMP days from the Medicaid

Management lnformation System (MMIS).
3. Wl\4P ancillary costs will be calculated by deriv¡ng cost-to-charge ratios for each anc¡llary serv¡ce cost

center. The total ancillary WMP costs will be calculated by multiplying the cost-to-charge ratlos by WMP
ancillary charges from the Medicaid Management lnformat¡on System (MlMlS).

4. The WMP routine costs plus ancillary costs will be inflated to the current rate year us¡ng the CMS Market
Basket for hospitals.

5. Claims used to estimate cost w¡ll be pr¡ced under current rate year APR DRG pr¡cing parameters until the
sum of simulated payment (base DRG plus outl¡er) is equal to th€ ¡nflated, est¡mated cost of the claim
period. The flnal base rate that results in simulated payments equâlto the est¡mated claim costs w¡ll serve
as the rate year provider-spec¡fic base rate.

The prospective cost based rate w¡ll not be subject to ân annual WIMP cost settlement. lf no submittedl2-month
Medicare cost report is available, the hospital w¡ll receive the statewide average payment rate. Total inpat¡ent
payments may not exceed charges as descr¡bed in S10000.

6420 Payment Rates for New Acute Care, Ch¡ldren's, and Long-Term Caro Hosp¡tals

The Department w¡ll establish payment rates for new acute care, children's, and long-term care hospitals under a
method other than that descr¡bed in 56200 until lvledicarè cost reports are âvailable for âppl¡cat¡on of that
methodology.

6421 New Acute Care Hospital and Stañ-Up Per¡od.fhe slai-up period for a new acute care, children's and long-
term care hosp¡tal begins the date the hosp¡tal admits ¡ts fìrst WlvlP recipient. The start-up period ends when a
submittedl2-month Med¡care cost report is available to the Department ât time of rate calculation,

6422 Rates for Start-Up Per¡od. New acute care, children's and long-term care hospitals ar€ pa¡d a statew¡de
average "DRG payment rate adjusted by case m¡x," New Hospitals are el¡gible to rece¡ve an "outlier" payment for
very high cost cases. The statewide average cost-to-charge rat¡o will be used ¡n determin¡ng outlier payments during
the start-up perjod. The statewide average cost-to-charge ratio w¡ll be calculated by summ¡ng the total cost of treating
WMP pat¡ents ¡n exist¡ng in-state acute care hospitals divjded by total Wl\4P chârges associated with WMP patients in

the rate year.

TN # 17-0002
Supersedes
TN # 16-0001

¡lAlì z 7 2018

Approval Date: _ Effect¡ve Date: 01101 12017



lnpatient Hospital State Plan
Attachment 4.'19-A

Page 17

6500 Other Prov¡s¡ons Relating to DRc Payments

6510 Review by External Qual¡ty Rev¡ew Organ¡zat¡on (EQRO)

The Department contracts with an External Quâl¡ty Review Organization (EQRO) to review selected hospitalizat¡ons
of WMP recipients for medical necessity and appropriateness. The process to select those hospitalizations which are
reviewed is approved by the Department. The EQRO rev¡ew cr¡teria are premised on objective clin¡cal signs of patient
illness and documentat¡on that intensive hospital services were being prov¡ded. The EeRO review process
represents a hìghly professional, clinically sound approach for assur¡ng that hospital serv¡ces are used only when
med¡cally necessary. EQRO criteria are approved by the federal Center for Medicare and Medicaid Services (CMS).
The review criter¡â and per¡odic updates to it are d¡sseminated to all hosp¡tals in the state.

6511 EQRO ControlNuÍÌber. The hospital must contact the EQRO and acquire a unique case-specifÌc control
number from the EQRO for each of the following types of inpat¡ent admissions:

. urgenvemergent admiss¡ons to hosp¡tal ll\4Ds for rec¡pients under2l years ofage,

. medical elective adm¡ssions, and

. admissions for ambulatory/outpatìent procedures identified by the Department as need¡ng control numbers.

Payment of inpatient claims for these admiss¡ons w¡ll be denied ifthe claims do not include the required case-specif¡c
control number from the EQRO.

6512 DRG Validation Review. As part of the EQRO review process, the information provided on the hospital claim is
vêr¡fiêd with the medical record documentation. This rev¡ew may determine that the DRG initially assigned to the
hospital stay was inappropriate. The Department may adjust DRG payment pursuant to the result of EQRO reviews
and recover any overpâymênt whlch has been made.

6520 Medica y Unnecessa¡l Sfays

Medically unnecessary stays are those stays that'are not reasonably expected to improve the patient's condltion, that
are not for d¡agnostic study, or thãt do not requirè the lntensive therapeutic services normally associated w¡th
inpat¡ent care. (See 565'10 regarding cr¡ter¡a.)

The Department will recover payments previously made or deny payments for med¡cally unnecessary hospital stays
and/or inappropr¡ate services based on determ¡nâtions by the Department, the External Quality Review Organization
(EQRO) or other orgânizations under contract with the Department. The Department is requ¡reö by federal law to
mon¡tor the medical necessity and appropriateness of serv¡ces prov¡ded to WIMP rec¡pients and payments made to
providers of such serv¡ces. Wisconsin statute, S49.45(3xf)2m, authorizes the Depârtment to adopt crìter¡a on med¡cal
necessity and appropriateness and to deny claims for serv¡ces fa¡ling to meet these cr¡teria.

6530 I n app rop ri a Ie Adølsslons

6531 lnappropr¡ate lnpat¡ent Adm¡ssion. Payment for ¡npatient care which could have been performed on an
outpatient basis shal¡ not exceed the fac¡lity's outpatient rate-per-vis¡t pa¡d under Attachment 4.19-B of this State
Plan. lf payment has been made, the difference between the payment and the outpatient rate-per-v¡sit will be
recovered.

6532 lnappropr¡ate D¡scharge and Readmlsslon. lf the EQRO determ¡nes that it was medically inappropriate for a
patient to have been discharged from a hospital and as a result, that pat¡ent needed to be readmitted to a hosp¡tal, no
payment will be made for the f¡rst discharge. If payment has been made, it w¡ll be recouped.
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6540 TransÍers

6541 Hospitat to Hosp¡tal Transfers. Patient transfers may be rev¡ewed by the EQRO or the Department for medlcal
necessity. lf the transfer is determined not to have been medically necessary, then no payment w¡ll be made for the
stay that was not deemed medically necessary.

6542 IMD to HospÌtal Transfers. An inpatient at an IMD may transfer to ân acute care hospital for a short term stay,
then return to the ll\4D and eventually be discharged from the IMD. lf the person's absence from the IMD is due to the
person being an inpatient of one or more acute care hospitals for a per¡od of three or less consecutive days, the ll\4D

w¡ll ¡91! be pa¡d a payment for the transfer to the acute care hospital. lf the absence is for a period exceeding three
consecutive days, the IMD will rece¡ve payment for the transfer to the acute câre hospital. Three or less consecutive
days means the patient is absent or on-leave from the IMD for three or less successive midnight census counts of the
INID. The IMD w¡ll be el¡gible for payment for each medically necessary day the pat¡ent was ¡ncluded in the census
counts of the lMD. The acute care hosp¡tal, to which the patient was transferred, will be re¡mbursed for the medically
necessary stay w¡thout regard to the patient's length of the stay in the acute care hosp¡tal, Any pâyment to the lN4D

for a person's inpatient stay is subject to the person being eligible for MA coverage for theÌr stây in the lMD.

6550 Days Awa¡t¡ng Placement

Days awa¡ting placement are those days of an ¡npat¡ent hosp¡tal stay dur¡ng wh¡ch medically necessary services
could hâve been provided to the pat¡ent in a nursing facility or some other alternative treatment sett¡ng. A DRG
weighted d¡scharge payment will not be adjusted for days a WMP recip¡ent patient awaited placement to an
alternative living arrangement. lf placement to a NF or an ICF-MR is delâyed, not on the hospital's part, for
completion of required pre-adm¡ss¡on screening for mental illness and/or mental retardation (required under Subtitle
C, Part 2 of PL 100-203, the Omnibus Budget Reconciliat¡on Act of 1987), the hospital may request and receive a per
d¡em payment for each allowed day ident¡f¡ed âs wa¡t¡ng placement due to the lack ofthe pre-adm¡ssion screen. Th¡s
payment shall be in addition to the DRG payment, not to exceed the est¡mated statew¡de average NF rate. Each
allowed day awa¡ting placement must be adequately documented for review in the patient chart.

6560 Outpatient Services Related to lnpat¡ent Stays

Outpat¡ent hospital claims for serv¡ces prov¡ded to â recipient dur¡ng an inpatient stay aro considered part of the
¡npatient stay and w¡ll be denied. Emergency room services shall be considered part of the inpatìent stay, not
outpatient serv¡ces, if the patient was admitted and counted in the m¡dnight census. Outpatlent or professional claims
on the date of admission or discharge will be allowed if billed by a provider other than the admitt¡ng inpatient hosp¡tal.

6570 Obstetr¡cal and Newborn Same Day Adm¡$¡o¡1/D¡scharge

A hosp¡tal stay shall be cons¡dered an inpatient stây when a WMP recip¡ent ¡s adm¡tted to a hospital and delivers a
baby, even ¡f the mother and the baby are discharged on the date of adm¡ssion and not included ¡n the midnight
census. This consideration applies to both the newborn infant and the mother and also applies in those instances
when the recip¡ent and/or newborn are transferred to another hospital.

6580 Changas of Ownersh¡p

Payment rates will not change solely as a result of a change of ownership. At the time of ownership change, the new
ownerwill be assigned the hospital-specific DRG base rate ofthe prior owner. Subsequent changes to the hospital-
spec¡fic DRG base rate for the new owner w¡ll be determined as lf no change in ownership had occurredl that is, the
pr¡of ownefs lvledicare cost rêports will be used until thë new ownels Medicarc cost reports corre due for use in the
annual rate update.
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6590 Prov¡s¡ons Relat¡ng to Organ Transplants

6591 Coverage C terla. ln order for a hospital to receive payment for transplant services, the following cr¡ter¡a must
apply:

' a. The transplant must be performed at an ¡nstitutìon approved by the Organ Procurement and Transplant
Network and/or Cl\¡S for performing organ transplantation for the type of transptant provided.

b. Any transplant other than a transplant of a solid organ must be pr¡or authorized by the Department. Cr¡teria
for coverage of solid organ transplants are provided ln Attachment 3.1-E and the organ transplants l¡sted are
heart, heart-lung and lung, l¡ver, and pancreas. Prior author¡zat¡on requests must be submitted jointly by the
hospital and the transplant surgeon, and must include written documentation attesting to the
appropr¡ateness of the proposed transplant. Payment will not be made w¡thout pr¡or author¡zation approval.

c. ln order to ¡nclude the acqu¡sition costs in the allowable charges, and not have the "acquisition costs"
deducted from the transplant payment, the hosp¡tal w¡ll have to provide assurance to the Department that
organs are procured from an organ procurement organjzation.

6592 Organ Procuremen¿ Organs must be obtained ¡n compliance with the requirements of Federal and State statute
and regulat¡ons.

6593 Transplant Log. Hospitals wh¡ch perform organ transp¡ants must maintaìn a log for every organ transplant
performed for a WMP recip¡ent (except bone marrow) indicating the organ procurement organ¡zat¡on or agency or
source of the organ and all costs associated with procuremênt. A copy of th¡s log must be submitted along witñ tne
transplant hospital's WMP cost report, so that the WMP may document compl¡ance.

6600 Charge Cap Payment Pol¡cy

All cla¡ms paid v¡a DRG are subject to a charge cap payment policy. under the policy, claims are paid lesser of the
subm¡tted charges or DRG calculated payment amount. The DRG calculated payment amount is the allowed âmount
(DRG bese peyment + outli€r payment) m¡nus other healthcare coverage and copayment, DRG calcutated pãymènt
does not ¡nclude P4P or access payment adjustments.

6610 Transit¡onal Corrìdor Payment Pol¡cy

ln RY17 provider-specific APR DRG rates were adjusted via a transit¡onal corridor payment policy as appropr¡ate.
This one-year corridor adjustment was des¡gned to aid ¡n the trans¡t¡on from MS-DRG to ApR DRG payment
methodology. Transitional payment corr¡dors were prospectively calculated and are not subject to settlement.

6611 Trans¡tional Corr¡dor Calculat¡on. Provider rates were evaluated and adjusted in RY17 using the following
model¡ng parameters:

a. Prov¡ders are elig¡ble fora rate adjustment if s¡mulated total (¡.e. oneyearof h¡stor¡c claims) RY17 ApR
DRG payments as compared to simulated RY17 MS-DRG total payments were;

i. Greater than a five percent total payment increase as compared to the h¡storic methodology, or
ii. Greater than a four percent total payment reduct¡on as compared to the histotic methodology.

b. Where provider total simulated payments were greater than f¡ve percent above or four percent belot the
total h¡storic payments, the h¡storic total payment was selected and increased or decreased as appropriate
to create a new, provider-specifrc s¡mulated payment target.

c. Us¡ng prov¡der-specific claims and APR DRG payment policies, qual¡fying provider base rates were
increased or decreased until the resulting total simulated payments under APR DRG fell within the
transitional corridor.

d. Provider rates not exceeding corridor thresholds received no rate adjustment.
a.
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6700 Performance-Based Payments

67 1 0 Assess ment-F unde d Pe iormance- Based Payme nts

The Department reserves $5 million (all funds) ¡n each SFY for its Hosp¡tal Assessment Payjor-Performance
(HAP4P) program, wh¡ch provides for payments to acute care, children's, and rehabilitation hospitals located in
Wisconsin. Critical access hospitals are not included ¡n the HAP4P program because they already Ieceive cost-based
re¡mburserhent. Psychiatr¡c hospitals are not included because they are paid under a different reimbursement
methodology ¡n the State Plan.

The HAP4P program is âdministered on a measurement year (MY) basis. Each l\4Y runs from April 1 through March
31 of the next calendar year, and ¡s named after the calendar year in which it ends. Payments for each lVlY are made
annually by the December 3'l following the conclusion ofthe l\4Y.

The remainder of this section descr¡bes the program's design and requirements fot MY2O17. In order to be eligible for
HAP4P program payments, hospitals are required to report performance measure data ând meet performance-based
targets as spec¡f¡ed in the Hospital Pay-for-Performance (P4P) Gu¡de (effective April 1, 2016 for MY 2017) published
on the Wisconsin ForwardHealth Portal.

Hosp¡tals receive payment for scoring at or above the averages published ¡n the P4P Gu¡de for the three CheckPoint
measures, and their respective sub-measures, as listed below.

1) Per¡natal Measures ($2 million) - Hosp¡tals are scored on two sub-measures (Cesarean Section and
Newborn Screening Turnaround Time). A hospital can earn a 75% "padial share" of the $2 million by scoring
at or above the publ¡shed average on one of the sub-measures, or can earn a 100% "full share" of the $2
million by scoring ât or above the published average on both of the sub-measures.

2) Patient Experience of Care ($1.5 million) - Hospitals are scored on 1 1 sub-measures drawn from the
-3'l question Hosp¡tal Consumer Assessment of Healthcare Providers and Systems (HCAHPS) survey
completed by patients. A hospital can earn a 1OO% "full share" of the $1.5 million by scoring at or âbove the
publ¡shed average on at least three of the sub-measures.

3) Central Line Assoc¡ated Blood Stream lnfect¡ons (CLABSI) ($1.5 mill¡on) - Hosp¡tals are scored based on
the¡r performance on this standard infect¡on ratio that is calculated for allWiscons¡n hosp¡tals. A hosp¡tal can

' earn a 100% "full share" of the $ 1 .5 m illion by scor¡ng at or above the published average for th¡s measure,

Only data submitted to CheckPoint as ofthe September 30 following the conclus¡on ofthe MY âre included in the
calculat¡ons of performance on these measures.

The Department determines the payment amounts and recipients for each measure separately. The Department
calculates the "full share" payment amount for a measure by d¡vid¡ng the budget for the measure by the sum of
("partia¡" and "full") shares earned by hosp¡talst the "paÍtial share" payment amount is the "full share" payment amount
mult¡plied by the "partial share" percentage. For example, if, for the Perinatal Measures, 25 hospitals qualify for "full
shares" and 20 hospitals qualiñ/ for 75% "partial shâres," the sum of the shares is 40 (25 + (0.75 x 20)), so the 25
hospitals each earn $50,000 ($2 m¡llion i 40) while the 20 hospitals each earn $37,500 ($50,000 x 0.75).

HAP4P payments are limited by the federal UPL regulations at 42 CFR 5447.272. All HAP4P payments are included
in the UPL calculation for the l\ÍY regardless ofwhen payments are actually made.
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6720 Withhold-Based Pertomance-Based Payments

The Department has a Hospital Withhold Pay-for-Performance (HWP4P) program that provides for payments for
acute care, children's, critical âccess, and psychiatrjc hospital services. Longlerm care, rehabilitation, and out-of-
state hospitals are exempt from the HWP4P program.

The Department adm¡nisters the HWP4P program on a measurement year (MY) bas¡s. The chart below shows the
start and end dates for the first two MYs of the HWP4P program, which did not oocupy a full 12 months,

Subsequent MYs are on a 12-month cycle, from Apr¡l 1 through March 31 of the next calendar year.

For each l\/lY, the Department pays FFS claims for serv¡ces at the rate of 98.5% of the reimbursement in effect dur¡ng
the MY, The HWP4P pool amount is the remaining '1.5% of the reimbursement ¡n effect during the MY for those same
FFS cla¡ms.

Hospital supplemental payments made to eligible prov¡ders, including access payments, are excluded from the
HWP4P pool amount.

The Department makes HWP4P payments for each MY annually by the Decembèr 3l follow¡ng the conclus¡on of the
MY.

The remainder of this sect¡on descr¡bes the program's design and requirements fot MY 2017. ln order to be eligible
for HWP4P program payments, hospitals are requ¡red to repoft perfolnìarìcê t easure dala and llreet performancê-
based targets as specified in the Hosp¡tal Pay-for-Performance (P4P) Guide (effective April '1 2016 for MY 2017)
published on the Wiscons¡n ForwardHealth Portal.

Hospitals that meet both reporting requirements and performance-based targets, for the measures descr¡bed later in
this sect¡on, are eligible to rece¡ve payments from th€ llwp4p poola6 follows:

a. The Department calculates individual HWP4P pool amounts for each eligible hospital. At the end of the NIY,
the Department divides each ¡nd¡vidual HWP4P pool amount by the number of measures applicable to the
respect¡ve hospital to determine the value of each measure. (E,9., if a hospital's ìndiv¡dual pool equals
$'100,000 and it qualifies to participate ¡n four measures, then each measure ¡s worth $25,000,) As a result,
the value of a given measure wil¡ vary from hospital to hospital, impacted by both the size of the indiv¡dual
hosp¡tal's HWP4P pool amount and the number of measures for whìch the hosp¡tal qual¡fied.

b. If a hospital meets all of its performance targets for all applicable measures, it receives a payment equal to
¡ts ind¡vidual HWP4P pool amount.

c. lf a hospital does not meet all of ¡ts performance targets, ¡t earns dollars for those measures where the
targets were met, in a graduated manner as specified in the Hosp¡tal P4P Guide.

d. lf all participating hospita¡s meet all of their ind¡vidually applicable targets, no add¡tional HWP4P pool funds
are ava¡lable and thus no bonus payments beyond those described above can be made to any hosp¡tal.

e. lfat least one part¡cipating hospital does not rece¡ve ¡ts futl HWp4p pool amount, the Department
aggregates all remain¡ng HWP4P pool funds and distributes them as addit¡onalbonus payments to hospitals
that met their performance targets.

The Department ensures that all HWP4P pool dollars are paid back to hosp¡tals by providing bonus payments. lf a
hosp¡tal meets all reporting requirements and performs in the highest tier on at least one appl¡cable pay-for-
performance (as opposed to pay-for-report¡ng) measure, it qualifìes to receive a bonus payment. Bonus dollars are
shared proportionâlly among hosp¡tals weighted by two factors: the relat¡ve magn¡tudes of the indiv¡dual HWP4P pool
amounts for all hosp¡tâls that qualified for the additional bonus and the percentage of app¡Ìcable measures for which
the hospitals performed in the highest performance tier. Therefore, hospitals with a larger HWP4P pool amount
receive a larger portion of the additional bonus dollars available, while high-performing hospitals are also rewarded.
The Univers¡ty of Wisconsin Med¡cal Center and CAHs are only el¡g¡ble forWMP payment, including the HWP4P
payments, up to cost.

The Department not¡fìes each eligible hosp¡tal, prior to the MY, of the minimum performance requirements to rece¡ve ,

the HWP4P pool päyment. Complete dêtälls, lnóludlng technical ¡nformation regarding specific quality and reporting
metrics, performance requ¡rements, and HWP4P adjustments, are ava¡lable ¡n the Hospitâl P4P Guide. l he
pèformãnce measures that are ¡n effect in this State Plan on th€ f¡rst day of each MY âre the measures that are used
for thât MY. Except in cases of emergency rule, providers are given at ¡east 30 days' written notice of any and all
changes to the Hosp¡tal P4P Guide.
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The measures for l\,4Y 2017 are:

1) Th¡rty-day hospital readmission - Hospìtals are scored on the percentage of patients that had a qualifying
readmission within 30 days of a qualify¡ng discharge. This measure is applicable to a hosp¡tal that has at
least 30 observat¡ons dur¡ng the MY. To qualify for ¡ts earn-back on this measure, a hospìtal must exceed
either the state average or its past performance (MY 2015).

2) Mental health follow-up visit within 30 days ofdischarge for mental health lnpatient care - Hospìtals are
scored on the percentage of pat¡ents that had a mental health follow-up appo¡ntment within 30 days of a
qualirying mental health discharge. Th¡s measure ¡s applicable to a hospital that has at least 30 observations
during the MY. To qualify for ¡ts earn-back on this measure, a hospital must ¡mprove upon ìts past
performance (l\4Y 2015) or exceed the state average.

3) Asthma care for children - Hospitals are scored on the percentage of children admitted to a hospitâl with a
qual¡fying asthma d¡agnosis that were discharged w¡th a Home Management Plan of Care (HMPC). Th¡s
measure ¡s applìcable to children's hospitals thât hâve at least 30 observations during the MY. To qual¡fy for
its earn-back on this measure, a hospital must submit ¡ts data to the Joint Commission by the September 30
following the l\4Y and must exceed either the national average or its past performance (NIY20'15) on this
meâsure.

4) Healthcare personnel influenza vaccination - Hospitals are evaluated on their performance on the Health Care
Personnel lnfluenza Vaccination measure submitted via the Centers for Disease Control and Prevent¡on's
(CDC's) National HealthÇare Safety Network (NHSN) module. To qual¡fy for its earn-back on this measure, a
hospital must exceed either the nat¡onal âverage (as published by NHSN) for the previous flu season or its
past performance (MY 2015). Hosp¡tals must report their healthcare personnel influenza vaccination results
to the NHSN module pr¡or to the deadline set by NHSN.

5) Ear¡y elective induced deliveries - PC-01 - Hospitals are evaluated on their percentage of patients with
elect¡ve del¡ver¡es at greater than or equal to 37 and less thân 39 weeks of gestat¡on. Th¡s measure is
applicable to hosp¡tal that has at least 25 observat¡ons during the MY. To quality for its earn-back on this
measure, a hospital must submit its data to CheckPoint pr¡or to the September 30 following the MY and
must outperform e¡ther the statewide average or ¡ts past performance (N4Y 2015).

6) Catheter Assoc¡ated Ur¡nary Tract lnfect¡ons (CAUTI) - Hosp¡tals are evaluated on a standardized infection
ratio. This measure ìs applicable to a hosp¡tal that has ât least 25 observat¡ons durìng the MY. To qual¡fy for
its earn-back on this measure, a hosp¡tal must subm¡t ¡ts data to CheckPo¡nt pr¡or to the September 30
following the MY and must outperform either the statew¡de average or its past performance (MY2015).

7) Clostridium Difficile lnfect¡on (CDl) (Pay-for-report¡ng) - Hospitals are evaluated on their subm¡ssion of CDI
data to Wiscons¡n CheckPo¡nt. To qualify for its earn-back on th¡s measure, a hospital must submit its data
to CheckPo¡nt pr¡or to the September 30 following the MY.

8) l\4ethici¡lin-resistant Staphylococcus aureus lnfection (l\¡RSA) (Payjor-Reporting) - Hospitals are evaluated on
their submission of l\¡RSA data to Wisconsin CheckPoint. To qual¡fy for ¡ts earn-back on this measure, a
hospital must submit ¡ts data to CheckPoint pr¡or to the September 30 following the MY.

9) Surgical Site lnfect¡on (SSl) Colon Surgery - Hospitals are evaluated on a standard ¡nfection rat¡o. This
measure ¡s applicable to a hosp¡tal w¡th at least 25 observât¡ons dur¡ng the MY. To qualify for ¡ts earn-back
on thls measure a hospltal must submit its data to W¡sconsin CheckPo¡nt pr¡or to the September 30 following
the l\4Y and must outperform either the statewide average or its past perfotmance (41112015 - 313112016).

10) Surg¡ca¡ Site lnfect¡on (SSl) Abdominal Hysterectomy - Hospitals are evaluated on a standard infection rat¡o.
This measure is applicable to a hospital with at least 25 observations dur¡ng the l\4Y. To qual¡fy for ¡ts earn-
back on this measure, a hospital must submit its data to W¡sconsin CheckPoint prior to the September 30
following the MY and must outperform e¡ther the statewide average or its past peúormance (4h12015 -
3t31t2O16).

HWP4P payments, includ¡ng the additional bonus payments, are l¡mited by the federal UPL regulat¡ons at 42 CFR
5447 .272. All HWP4P payments, ¡ncluding the add¡tional bonus payments, are included in the UPL calculation for the
MY regardless of when payments are actually made.
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6800 Payment Adjustment for Provider Preventable Cond¡t¡ons

The Department meets the requirements of 42 CFR Pat 447, Subpart A, and S1902(a)(4), S1902(aX6), and S.j9O3
with respect to non-payment for prov¡der-preventable conditions.

Health Care-Acouired Conditions

The State identifies the follow¡ng Health Care-Acquired Condit¡ons for non-payment under
Attachment 4.19-A:

-L- 
Hosp¡tal-Acquired Cond¡tions as identifled by Medicare other than Deep Vein Thrombosis
(DVT)/Pulmonary Embol¡sm (PE) follow¡ng total knee replacement or h¡p replacement surgery ¡n
ped¡atric and obstetric patients.

Other Provider-Preventable Conditions

The State identifies the follow¡ng Other Provider-Preventable Conditions for non-payment under Attachment 4.19-4.

X Wrong surgical or other ¡nvasive procedure performed on a patient; surgical or other invas¡ve
procedure performed on the wrong body partl surg¡cal or other invasive procedure performed on
the wrong pat¡ent.

_ Additional Other Provider-Preventable Condit¡ons identjfied below.

ln compliance with 42 CFR 4447.26 (cl, the State prov¡des:

1. That no reduction ¡n payment for a provider preventable cond¡tion (PPC) w¡ll be ¡mposed on a prov¡derwhen
the condition defìned as a PPC for a part¡cular pat¡eôt exlsted prior to the hit¡atìon of the treatnìent for the
patient by that provider.

2. That reductions in prov¡der 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 ¡solate for nonpayment the portion of the payment d¡rectly related to

treatment for, and related to, the ppc.
3. Assurance that non-pâyment for PPCS does not prevent access to serv¡ces for WMP beneficiaries.
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7000
SERVIGES EXEMPTED FROM THE DRG-BASED PAYMENT SYSTEM

7200 Payment for Vent¡lator-Ass¡sted Pat¡ents

7210 Rate of Payment

The per diem payment rate for long-term ventilator services is l¡sted ¡n 57900. Hospitals are required to b¡ll at least on
a monthly bas¡s. Th¡s rate applies to instate hospitals border-status hospitals and non-border status hospitals.

7220 Cr¡ter¡a fot Approval to Rece¡ve Vent¡lator-Ass¡stance Payment Rate

7221 Patient Cr¡teria. Payment of the vent¡lator-assistance rate for a patient's hospital stay must be requested by the
hosp¡tal and approved by the WMP based on the following criter¡a. The request is to be subm¡tted through the WMP
prior authorizat¡on (PA) process. lf one or more of the following cr¡teria are not met, payment of the ventilator-
assistance rate may be approved by the WMP if it is determìned that payment of such rate to the hosp¡tal for the
patient's stay is expected to be less costly than alternative vent¡lator assistance services.

a. ïhe patient must have been hospitalized cont¡nuously in one or more hosp¡tals for at least th¡rty consecutive
days;

b. The ventilator-ass¡sted pat¡ent must be ¡n a med¡cally stable condit¡on requ¡r¡ng an ¡npat¡ent level of care;
c. Attempts at weaning the pat¡ent from the ventilator are inappropriate or must have failed;
d, The ventilator-assisted patient must require vent¡lator assistance s¡x or more hours per dayl
e. Home care must be an unacceptable alternative because of financial/econom¡c hardship or because of the

lack of adequate support systemt and
I Nursing home placement m ust be inappropr¡âte because of the high level or type of care required or non-

availability.

7222 Ded¡cated Un¡t Provisions. lf a hospital has a specialized nursing unit dedicated to the care of vent¡lator-
assisted patients, the Department will allow the hosp¡tal to be reimbursed retroactive to the first day of the stay in the
dedicated un¡t even ¡f that date ¡s prior to the date of approval for payment at the ventilator-assistance rate.

7223 Trcnsfers. Hospitals will cont¡nue to be paid the ventilator rate when ventilator-ass¡sted patients are transferred
to acute care or ¡ntens¡ve care units within the hospita¡ for compl¡cat¡ons associated w¡th the¡r ventilator dêpendency.
Hospitals will be paid the prospect¡ve DRG rate for transfers and/or admiss¡ons to acute care settings for med¡cal
problems unrelated to the¡r vent¡lator dependency, prov¡ded the acute care stay lasts more than f¡ve days.

7 2 30 lf V e nt ¡ I ato r- As s í sta n ce E xe m pt¡on D ¡ scon t¡ n u ed

ln the event thât the Department discontinues the vent¡lator-ass¡sted payment rate, the Department is obligated to
pay for services ât the most current rate adjusted annually for inflation unt¡l such time as an alternate plâcement for
patients is found. The hospitalwill continue to provide care to these pat¡ents at this rate until alternative placement is
fou nd
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7300 Payment for Department of Correct¡ons lnmates

7310 lntroduct¡on

As authorized under 2013 Wisconsin Act 20, the Wl\4P reimburses hospitals for state prison inmate ¡npatient hospital
stays, when the ¡nmate has been determ¡ned eligible for Medicaid, for dates of admiss¡on on or after Aptt 1,2014.

7320 El¡g¡b¡t¡ty

The inmate must meet the following eligibility criter¡aÌ

a) Only inmates of a state pr¡son, not a county ja¡|, are eligible.

b) Only W¡sconsin l\4edicaid or Badgercare Plus bênefìt plans are eligible for reimbursement, To qual¡fy for
Wisconsin l\4ed¡caid or BadgerCare Plus, state prison inmates must meet all applicable eligibil¡ty criteria.

c) lnmates are el¡g¡ble for the WMP for the duration of the¡r hospital stây only. Eligibil¡ty begins on the inmate,s
date of adm¡ssion and ends on the inmate's date of discharge.

d) Med¡cal services provided to inmates who do not qual¡fy for the WMP are coordinated and reimbursed by
the Department of Corrections (DOC).

7330 Services Covered

The following services are covered for state prison inmâtesl

a) Inpatient hospital services that are a¡lowed by the WMP and last for at leâst 24 hours.

b) Emergency room (ER) serv¡ces that result in an admission to the hospital, d¡rectly from the ER, which
persists through the next m¡dnight cerìsus or 24 hôurs after the inmate's releäsé from the p¡ison, whlchever
is longer. ER services meeting these criteria are subsumed under the ¡npat¡ent services provided.

c) Observation stays that result in an adm¡ssìon to the hosp¡tal, directly from the observation, wh¡ch pers¡sts
thlough the next midnight census or 24 hours after the ¡nmate's release from the prison, whichever is longer.
Observation services meeting these cr¡ter¡a are subsumed under the inpatient services provided.

7340 Re¡mbursement

The WMP reimburses for serv¡ces provided to WMP-elig¡ble state prison inmates as follows:

a) Acute care hosp¡tals are reimbursed at 49 percent of their usual and customary charges.

b) Other types of hospitals are reimbursed according to the¡r ex¡sting Wl\4P reimbursement methodology.

/ 3bO Prþr Author¡zat¡on

WIVIP services provided to state pr¡son
WIVIP services prov¡ded to other Wl\4P
reimbursement of that service.

inmates are subject to the same pr¡or authorization (PA) requirements as
enrollees. lf PA ¡s denied for a given service, the DOC ¡s responsible for
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7400 Negotiated Payments for Unusual Cases

Notwithstand¡ng other reimbursement prov¡sions of this plan, the Department may allow an alternative payment for
non-experimental inpatient hospital services if the WIVIP determines that all of the following requìrements are met:

1. The services are:
a. Necessary to prevent death of a recipientl or
b. Necessary to prevent life threaten¡ng impa¡rment of the health of a rec¡p¡entt or
c. Necessary to prevent grave and long lasting phys¡cal health impairment of a recip¡ent; or
d. Cost effective compared to an alternative serv¡ce or alternat¡ve services.

2. At the time th¡s plan was submitted, the service(s) as proposedi
a. Was not reasonably accessible for WMP recipients: or
b. Had not been a Wl\¡P approved service provided for the particular purpose(s) intended; or
c. Had not been a WMP approved service provided under similar medical circumstancesi or
d. Required performance in the hospitalwhich, given the c¡rcumstances of the recip¡ent's case, ¡s the

only feasible provider or one of the only feas¡ble prov¡ders known to the WMP.
3. Existing payment methods are ¡nadequate to ensure access to the serv¡ces proposed for the recipient,
4. All applicable prior authorizat¡on requirements are met.

Th¡s 57400 applies to in-state hospitals, border status hospitals, and out-of-statê hosp¡tals not having border status.
Alternat¡ve payments made under this prov¡sion shall be set on a case by case basis and shall not exceed the
hospital's charges.

Requests for alternative payments under this provision are to bemadetothe: Office of the Administrator,
Department of Health Services, 1 West Wilson Street, Suite 350, P.O. Box 309, Mad¡son, W 53701-0309
(telephone 608-266-2522 or FAX 608-266-1096).

Requests must be submitted prior to admission, dur¡ng the hospital stay or not lâter than 180 days after the WMP
recipient's discharge from the requesting hospital ¡n order for an alternative payment to apply, at the discretion of the
WMP, beg¡nning w¡th the admiss¡on date (if appl¡cable pr¡or authorizat¡on requirements have been met to allow
retroactÌve payment).
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7500 Bra¡n lnjury Care

7510 ln-State and Border-Status Hosp¡tals

A per diem rate is provided for prior author¡zed care of MA recipients in a hospital's brain injury care program which
has been approved by the WN4P. The hospital's brain ¡njury care program must be approved by the WMÞ and each
recipients part¡cipation in the program must be prior authorized by the WMP. The criteria for approval of a program
and for prior authorization of an MA rec¡p¡ent's part¡cipat¡on in the program is available from the Department of Heâlth
Services (see address, S1000, page 1).

Per¡odic payment w¡ll be made to the hospital at the applicable rate per diem spec¡fed below. After completion of the
hosp¡tal's fìscal year, total payments at the per diem rates ¡n effect for brain injury care of prior authorized MA
recip¡ent services during its fiscal year w¡ll be determined. These total payments will be compared to the hospital's
charges for the serv¡ces and to the hospital's aud¡ted cost of providing the services. lf the total payments exceed the
total charges or the total costs, whichever ¡s lesser, then the excess amount of payments will be recovered from the
hospital.

The rates per diem for brain ¡njury care programs for in-state and border status-hosp¡tals are l¡sted in S79OO. The
Wl\4P may determ¡ne and approve additional rates for brain-¡njury care programs wh¡ch prov¡de s¡gnificantly d¡fferent
serv¡ces than are prov¡ded ¡n the types of programs listed in 57900.

7600 Long-Acting Revers¡ble Contracept¡on

7610 ln-State and Border-Status Hospitals

An additional payment w¡ll be made to a hosp¡tal when a long-act¡ng contracept¡ve (LARC) is pÍovided ¡mmediately
postpartum to a WMP member in the inpatient setting, effective for dates of service on and after January 1, 2017.
Costs associated with LARC device are to be billed sepârately from the ¡npatient visit (wh¡ch is pa¡d v¡a DRG).

N/.R ?7 2018
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7900 Payment for Services Exempted from DRG-Based Payment System

These payment rates are established by applying the general payment rate ¡ncrease prov¡ded by the state's b¡ennial
budget to the rate in effect for the prior rate year. The payment rates are effect¡ve for rate year 2014 and subsequent
years.

Sect¡on Serv¡ces Rate Per Diem Effect¡ve
January 1, 2014

$ 1,s647200

7500

Long-Term Ventilator Services.

Brain lnjury Care
Neurobehav¡oral Program care......
Coma-Recovery Program Care......

I 1,222
g 2,182

7910 Sev¡ces Covered by Payment Rates ¡n Th¡s Sect¡on

All covered serv¡ces provided dur¡ng an ¡npatlent stay, except profess¡onal services descr¡bed in 57920, are
considered hospital inpat¡ent services for which payment is prov¡ded under the payment rates l¡sted in 57900 above.

lReference: Wis. Admin. code, HS 107.08(3) and (4)l

7920 Profess¡onal Sery¡ces Excluded from Payment Rates ¡n Thls Section

Certa¡n profess¡onâl and other serv¡ces are not covered by the payment rates listed ¡n 57900 above. To be
re¡mbursed by the WMP, professional services must be billed by a separately cert¡f¡ed provider and b¡lled on a claim
form other than the UB-04 hospital claim form. The following services are excluded from the above payment rates
and may be billed separately when the profess¡onals are functioning in a capacity listed below.

Physiciâns Optometr¡sts
Heârinô âìal alêâlÊrs

Pharmacy,
the date of

for take home drugs on
discharge

PSVCnOIOOTStS

Phvs¡c¡an ass¡stants Podratflsts
Durable med¡cal equ¡pment and
suÞÞl¡es for non-hosÞital use

Nrrrsê midwives lnaleôênalênt nrrrsê Õract¡t¡onêrs
Anêsthêsiâ âssistânls

Spec¡al¡zed med¡cal veh¡cle
transoortation
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8000
HOSPITALS PAID UNDER PER DIEM RATE

8100 Covered Hospitals

Rehabilitation hospitals, state-operated IMD Hospitals, and psychiatric hospitals w¡ll be paid under a rate per diem.
Serv¡ces described in 57000 are exempted from re¡mbursement under th¡s section if reimbursement is requested by
and approved for the hosp¡tal accord¡ng to 57000.

8200 Payment Rates

This section describes how hospital inst¡tutions for mental disease owned and operated by the State, psychiatric
hospitals and rehabilitation hospitals are reimbursed for services provided to WMP rec¡pients. All servicés provided
dur¡ng an ¡npat¡ent stay, except professional serv¡ces described ¡n 58420, w¡ll be considered inpâtient hospital
services for which payment ¡s prov¡ded.

8210 State Owned and Operated lMDs

8211 lnter¡m Per D¡ern Rafe. Patient stays ¡n a hospital covered by this section w¡ll be paid at ¡nterìm or temporary
rates per diem unt¡l â fìnal re¡mbursement settlement can be completed for the hosp¡tal,s fiscal year.

8212 F¡nal Re¡mbursement Settlement. After a hospital completes each of ¡ts fiscal years, a final reimbursement
settlement will be completed for WMP inpat¡ent serv¡ces provided during the year. The âllowirble costs a hospital
¡ncurred for prov¡ding WMP inpat¡ent services during its fiscal year will be determined from the hospital's audìted
Mêdlcäre cost report for the fìscal year. Allowable costs will include the net d¡rect costs of educat¡on activ¡ties incurred
by the hosp¡tal as determined according to 42 CFR 5413.85. Covered education act¡v¡t¡es ¡nclude those allowed
under 5413.85 and approved res¡dency programs, allowed under 42 CFR 5413.86, in med¡cine, osteopathy, dent¡stry
and podiatry.

Thè f¡nal relmbursement settlement will take the following federal payment lim¡ts into consideration:
(1) Total f¡nal reimbursement may not exceed charges according to SlOOOO.(2) Compliance w¡th the federal upper payment limit of 42 CFR 5447.272, also known as the Medicare upper-

limit, will be retrospectively determined when the final settlement is determined. lf necessary, final
reimbursement w¡ll be reduced in order that th¡s federal upper payment l¡mit Ìs not exceeded.

lf the total amount of final reimbursement for the hospitâl's fìscal year exceeds the total interim payments for the year,
then the difference will be paid to the fac¡l¡ty. The difference will be recovered if the total fìnal reimbursement ¡s less
than the total ¡nterim payments.

8220 AI Other Psych¡atr¡c and Rehabil¡tat¡on Hosp¡tals

Patient stays in a hospital covered by th¡s sect¡on w¡ll be paid at a prospect¡ve per diem cost based rate. The
prospective per d¡em rate will be based on the rate sett¡ng Med¡care cost report. A cost per day w¡ll be calculated for
rout¡ne inpatient services using lvled¡care and lMedicaid cost princ¡ples. Wl\ilP anc¡llary costs will be apport¡oned by
der¡ving cost-to-charge ratios for each ancillary service. The total routine and anc¡llary WMP costs will be divided by
total pa¡d WMP days from the Medicaid l\4anagement lnformation System (MNIIS). The cost per diem râte will be
inflated to the current rate year by applying the "Hospital and Related Healthcare Costs lndex" published by lHS.
Final hosp¡tal-spec¡fic per diem payment rates are based on provider costs but are subject to a budget reduction
factor to ensure compliance with the Department's annual budget. Fol 'ale year 2O14 and subsequent years, the
budget reduction factor used to ensure compliance w¡th the Department's annual budget is 95.08%.

8221 Rates for New Hosplfa/s. The Department will establish payment rates for new psychiatric and rehabi¡¡tation
hospitals under a method other than that described above unt¡l Medicare cost reports are ava¡lable for applicat¡on of
the above methodology. The start-up per¡od for a new psychiatric and rehabilitat¡on hospital begins the date the
hosp¡lal admits ¡ts first Wl\.4P recipient. The start-up period ends when an audited 12-month lvledicare cost report ¡s
available to the Department at time of rate calculation. The per diem rates to be paid during the start-up period shall
be an average of the rates being paid to other psych¡atric and rehabilitat¡on hospitals in the state, not including rates
being paicl to new psych¡atric or rehabil¡tation hospitals during a start-up period. The start-up rate being paid tó a new
psychiatria hospitalwill þe adjusted prospecl¡vely haseîl on the recalcrlateri stâtÊw¡de averaoe rate w¡thoLrt a
retroactive payment adjustment. Rates wìll be established according to the methodology described in S8220 above
after the staÍt-up period ends and a submitted'12-month Medicare cost report is available.
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8300 Other Prov¡sions Relat¡ng to Per Diem Rate System

8310 Rev¡ew by Extenal Qual¡ty Rev¡ew Organ¡zat¡on (EQRO)

56510 applies to hospitals under the per diem rate system.

8311 EQRO ControlNumbers. 56511 applies to hosp¡tals under the per d¡em rate system.

8320 Medically Unnecessary Days (Under Per Díem Rate System)

Medically unnecessary days are those days that are not reasonably expected to improve the patient's condition, that
are not for d¡agnostic study, or that do not require the intens¡ve therapeutic servÌces normally assoc¡ated with
inpatient care. (See S8310 regarding cr¡ter¡a.)

8321 Authority for Recovery (Under Per Diem Rate System). The Department w¡ll recover payments prev¡ously made
or deny payments for medically unnecessary hospital stays or days and/or inappropriate serv¡ces based on
determinations by the Department, the W¡scons¡n Peer Rev¡ew Organization (EQRO) or other organizations under
contract with the Department. The Department is required by federal law to mon¡tor the med¡cal necessity and
appropr¡ateness of seru¡ces provided to WMP recipients and payments made to prov¡ders of such services.
Wiscons¡n statute, S49.a5(3xf)2m, author¡zes the Department to adopt cr¡teria on med¡cal necessity and
appropr¡ateness and to deny claims for serv¡ces fa¡l¡ng to meet these criteria.

8322 Calculation of Recoupment (Under Per Diem Rate Sysfem). The amount to be recouped for medically
unnecessary stays or days is calcu¡ated by multiplying the rate per diem times the number of den¡ed days, less any
co-payment or th¡rd-party payment.

8330 I n a p p rop i ate Admlsslons

56530 applles to hosp¡tals having per diem rates.

8340 Tomporary Hosp¡tal Transfers (under Per D¡em Rate System)

When an inpatient in a hospital paid under the prospective rate per diem system is transferred to an acute care
hospital and transferred back, no per d¡em payment sha¡l be provided to the hospitâl for the days of absence. The
acute câre hosp¡tal, to which the patient temporarily transferred, will be reimbursed by the WIVìP for medically
necessâry stays.

8350 Days Awa¡t¡ng Placement (Under Per D¡em Rate System)

Days awa¡ting p¡acement are those days of an inpatient hospital stay during which medically necessary services
could have been provided to the patient in a nursing facility or some other alternative treatment setting. Payment
under the prospectlve rate-per-diem w¡ll be adjusted for days aWMP recip¡ent pat¡ent is awaiting placement to an
alternat¡ve living arrangement. For those days ¡dent¡fied as awaiting placement, payment shall be adjusted to an
amount not to exceed the statewide average skilled care per diem rate for nursing facilit¡es (NFs). Each allowed day
await¡ng placement shall be documented through pat¡ent chart review and subject to cr¡ter¡a êstablished by the WN4P.

The amount to be recouped is calculated by subtrâcting the skilled care rate from the rate per d¡em and multiply¡ng by
the days awa¡ting placement. The amount to be recouped is also reduced by the applicable amount of co-pay and
third-party liability (TPL) payments.

8360 Outpat¡ent Seru¡ces Related to lnpat¡ent Stay

56560 appl¡es to hospitals under the per diem rate system.

8380 Changes of Ownersh¡p

56580 applies to hospitals under the per diem rate system.
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8400 Covered and Non.Covered Services

8410 Serv¡ces Covered

All covered services provided during an inpatient stay, except professional services described in 58420, shall be
considered hosp¡tal ¡npatient serv¡ces for which per diem payment is provided under this S8OOO.
fReference: W¡s. Adm¡n. Code, HFS 107,08(3) and (4).1

8420 Profess¡onal Serv¡ces Excluded

Certain professional and other serv¡ces are not covered by the per diem paymenl rates under this S8OOO. To be
reimbursed by the WMP, professìonal services must be billed by a separately certif¡ed provider and billed on a claim
form other than the UB-04 hospital claim form. The follow¡ng serv¡ces are excluded from the per diem payment rates
ând may be b¡lled separately when the professionals are functioning in a capacity listed below.

Phys¡cians Optometr¡sts Pharmacy, for take home drugs on
the date of dischargePSVChratflStS Hearin0 aid dealers

Psvcholoô¡sts Audioloqists and
Phvsiciân âssiqfânfc Podiatr¡sts
Nurse midw¡ves lndeoendent nrrrse ôrâctiliriners
uhtroofactors Anesthesia
Denl¡sfs Certif¡ed reoistered nurse anesthetists Air wâtêr ânal lend âmhl,làncê
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9000
SUPPLEMENTAL PAYMENTS

Supplemental payments are prov¡ded to hosp¡tals located in Wisconsin wh¡ch prov¡de a signif¡cant amount of services
to specialty populations. The payments w¡ll be subject to the payment Iimitation of S10000 by which the total of the
overall payments to an individual hospital dur¡ng the state fiscal year may not exceed the hospjtal's total charges for
the covered services.

9100 Fund¡ng of lnpatient Medicaid Deficit

A hospital in Wisconsin can receive additional reimbursement from the WMP for costs it incurred for provid¡ng
inpatient hospital services to WMP recipients if prov¡sions of th¡s section are met. This is referred to as Medicaid
defic¡t reduct¡on funding and is an adjustment to prior year costs as defined in 45 CFR S95.4. The reimbursement as
descr¡bed below ¡s available beginning September '1, 20'13 and is determ¡ned based on a hospital's Medicare cost
report for ¡ts completed fiscal year.

91 1 0 Qual¡fying Cr¡ter¡a

A hosp¡tal can quality for Medicaid defìcit reduction fund¡ng if:

a) it is an acute care hospital operated by the State or a local government ¡n W¡scons¡n or ìs a non-state public
psychiatric hoSpital located in wiscons¡nt and

b) it incurred a defìcit from providing WMP inpatient serv¡ces (described in S9120 below)i and
c) the operator of the hospital cert¡fies that ¡t has expended publ¡c funds to cover the def¡clt.

9120 Def¡cit from Prov¡d¡ng Medica¡d lnpafienf Serv¡ces

The deficit from providing inpat¡ent services to Wl\4P rec¡pients (that is, the Medicaid deficit) is the amount by wh¡ch
the cost of providing the servlces exceeds the WMP payment for those services. The cost of providing the WMP
inpatient services is identifìed from the hospital's audited Med¡care cost report for the hospital's fìscâl yeâr under
consideration for the Medica¡d def¡cit reduct¡on. Payment refers to the total of the re¡mbursement provided under the
provisions of 56000 and 59300 to 59700 of this Attachment 4.194 of the State Plan for inpatient services for the
respect¡ve fiscâl year.

9130 lnteim Payment

The Department identifies the totâl amount of uncompensated Wl\4P FFS inpatient hospital costs as described ¡n

59120 to determine inter¡m pâyments under this sect¡on until Ínal¡zed hospital Medicare cost reports are ava¡lable.
For the hospital fiscal year, the per d¡em costs for rout¡ne cost centers and cost-to-charge ratios for ancillary cost
centers are determined using the hospital's most recently filed l\4edicare cost report as available on HCRIS. The
process for the ¡nterim payment calculat¡on is as followsl

1. Total hosp¡tal room and board and routine costs are ¡dentifed from Worksheet b Pârt l, Column 26, Lines 30
through 43 for the CNIS 2552-10 (Worksheet B Part I, Column 27, Lines 25 through 33 for the CNIS 2552-
96). These cost centers are specific to routine and room and board services and their cost calculat¡ons are
performed separately from anc¡llary service costs. Total hospital patient days for ¡npat¡ent routine costs are
identifled from Worksheet S-3 Part I, Column 8 for the CNIS 2552-10 (Worksheet S-3 Part I, Column 6 for
the CMS 2552-96).

2. The cost and total hosp¡tal patient days from Step 1 represent the total hospitalcosts and days for purposes
of determining the calculated per diem cost for routine cost centers.

3. Total ancillary hospital costs are identifìed from Worksheet B Part I for both the CMS 2552-10 and the CN4S
2552-96. These cost centers perta¡n to only ancillary service cost centers. The hospital's total charges by
cost center are identif¡ed from Worksheet C Part I for both the CMS 2552-10 and the CN¡S 2552-96. These
costs and charges are identif¡ed in order to determine the cost-to-charge ratios for ancillary cost centers,

4. Costs for organs transplanted to WMP recipients w¡ll be calculated by fìrst determin¡ng the organ acquisition
costlo-charge ratio us¡ng Worksheet D-4 from the CNiIS 2552-10 (Worksheet D-6 from the CMS 2552-96).
The organ acquis¡tion cost-to-charge ratio is then multiplied by WMP hospital Fee-for-Service (FFS) organ
acquisition charges ident¡fied from lvlMlS records for the most recent completed state fìscal year ending
June 30.

TN # t7-0002
Supersedes
TN # 16-000't

I'lÄR
Approval Date:

7.7 2018
Effective Date: 01/0 1/2017



lnpatient Hosp¡tal State Plan
Attachment 4.19-A

Page 33

5. The Department will calculate the cost per diem for each routine cost center. For each inpat¡ent rout¡ne cost
center a cost per diem is calculated by d¡viding total hospital costs identified from Step 1, by total days
¡dent¡fied ¡n Step '1. The cost per diem ¡s multiplied by WIVIP hospital Fee-foÞService (FFS) days identified
from MMIS records for the most recent completed state fiscal year end¡ng June 30. Long-term care cost
centers ând other non-hospital related cost centers are excluded from this process. The Adults & Pediatrics
(A&P) rout¡ne per diem, in accordance with the l\4edicare cost report worksheet D-1 for both the CMS 2552-
10 and the CN4S 2552-96, is computed by including observat¡on bed days in the total A&P patient day count
and exclud¡ng sw¡ng bed nursing facility costs and pr¡vate room d¡fferential costs from the A&P costs.

The Department will calculate a cost{o-charge rat¡o for each ancillary cost center. For ancillary cost centers, a cost-
to-charge ratio ¡s calculated by div¡d¡ng the total hospital costs from Step 1 Worksheet B Part I by the total hospital
charges from Step 3 Worksheet C Part L

The hospital cost-to-charge rat¡os and per diem alloc¿tion determ¡ned through the above process (steps 1-5) for the
fìled ¡,/ledicare cost report year are used to determ¡ne the hospital's costs for the payment year. The hospital costs for
WMP FFS for the payment year are detemined as follows:

6. To determ¡ne the inpatient hosp¡tal routine and ancillary cost center costs for the payment year, the
hospital's projected WMP FFS ¡npatient days and charges by cost center are used. To projectWMP hosp¡tal
FFS charges as accurately as possible for the payment year, the project¡on w¡ll be based upon the hosp¡tal's
âctual experience of WMP FFS inpat¡ent charges for the most recent 6-month pedod. The projected charges
are multìplied by the ¡nflation rate from the lHS "Hospital and Related Healthcare Costs lndex.', The
projected charges are then multiplied tJy the cost-to-charoe rat¡os from Step 5 for eâch respective ancillary
cost center and the per diem cost is mult¡plied by the WMP hospital FFS ¡npatient days to determine the
WMP FFS inpaticnt costs for eEch rout¡ne service cost center.

7. The WIVIP hosp¡tal FFS costs elìg¡ble to be re¡mbursed under this section are determ¡ned by add¡ng the
WMP FFS inpatient costs from Step 6, and subtracting est¡mated Wl\¡P FFS inpatient payments. The
payment est¡mate W¡ll be based on the hospital's WN4P FFS paym€nt exper¡onc€ for the most reoent 6-
month period.

91 40 lnteim Reconc¡l¡at¡on

The hospital costs determined through the methods descr¡bed for the payment year are reconciled to the as-flled
lMed¡care cost report for the payment year once the l\4ed¡care cost report has been mâde available on HCRIS. For
purposes of this reconcil¡at¡on, the same steps as outlined for the payment year method are cârried out except for the
changes noted below:

Steps I - 5: Hospital costs and charges and patient days from the as-filed Medicare cost report are used.
Step 6: WMP hospital FFS charges and inpatient days from l\4MlS pa¡d claims data are used subject to

provider reconciliat¡on.
Step 7: WMP hospital FFS payments subject to provider reconcil¡at¡on are used.

91 50 F¡nal Reconc¡l¡ation

Once the Medicare cost report for the payment year has been finalized on HCRIS, reconciliation of the finalized
amounts will be completed, ¡nclud¡ng use of the Worksheet D (for both the CMS 2552-10 and the C[4S 2552-96)
apport¡onment process. ln the fìnal reconciliation, WIVIP FFS cost ¡s computed using the methodology as prescr¡bed
by the Medìcare cost report.

Worksheet D series includ¡ng 1) comput¡ng a per diem for each routine cost center and applying the applicable WMP
inpat¡ent days from l\¡l\¡lS records for the completed state fìscal year ending June 30 to the per d¡em amount; 2) using
the appropriate Worksheet D-1 l¡nes to compute the per diem for the rout¡ne cost centers, part¡cularly the Adults &
Pediatrics cost centert and 3) applying Worksheet C cost center-specific cost-to-charge rat¡os to the applicable WMP
hospitalcharges for each ancillary cost center. Use ofWorksheet D series also includes the application ofall
lvledicare cost report adjustments (includ¡ng swing bed and pr¡vate room differential adjustments) unless expressly
exempt for WMP.
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9160 Lim¡tat¡ons on the Amount of Def¡c¡t Reduct¡on Fund¡ng

The combined total of (a) the Medicaid deficit reduct¡on funding and (b) all other payments to the hosp¡tal for inpatient
WIVIP services shall not exceed the hospital's total charges for the services for the hospital fiscal year. lf necessary,
the deficit reduction fund¡ng shall be adjusted so the comb¡ned total payments do not exceed charges.

The aggregate defic¡t reduct¡on funding prov¡ded to hospitals under th¡s sect¡on shall not exceed the amount for wh¡ch
federal match¡ng dollars are available under federal UPLs at 42 CFR 447 .272.

There can be no N4edicaid FFS deficit for inpatient hospital services used to calculate any Disproportionate Share
Hospital (DSH) payment.

9170 Paynent ¡n Excoss of Cosf

lf hospìtal payments exceed hospital costs, the f¡nancial ga¡n from MA payments or payments for the un¡nsured will
be appl¡ed against the unrecovered cost of uninsured patients/MA shortfall,
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9200 Disproport¡onate Shâre Hospital (DSH) Payments

9210 Standard DSH Payments

9211 General. The special payments described in this S9210, specifically S921 1 through S9216, are disproportionate
share hosp¡tal payments provìded in accord w¡th the federal Socìal Security Act, S1902(aX13XAX¡V) and S1923. DSH
payments are allocated to hospitals that provide a d¡sproportionate share of sery¡ces tô WMP and low-income
patients. A hospital mây quality for a d¡sproport¡onate share payment ¡f the hospital's W¡,lP ut¡lization rate is at least
1% and if e¡ther (1) the hospital's WMP util¡zat¡on rate ¡s at least one standard deviation above the mean WMP
ut¡lization rate for ¡n-state and border status hosp¡tals, ot (2) has a lowjncome u ¡zat¡on rate of more than 25%. The
DSH payment described in this section ¡s â lump sum payment prov¡ded to hosp¡tals on an SFy basis.

9212 Obstetr¡c¡an Requ¡rement.ln order for a qual¡fying hospital to rece¡ve its payment, ¡t must have at least 2
obstetric¡ans who have staff pr¡vileges and who have agreed to provide obstetrical care to WMP recip¡ents. Hosp¡tals
may substitute any physician with staff priv¡leges to perform obstetr¡cal care and who has agreed to prov¡de care to
WMP recip¡ents. lf a hospital serves patients predominantly under age 18, or if the hospital did not offer non-
emergency obstetrical care as of December 21, 1987, ¡t need not comply with this obstêtr¡cal requirement in order to
receive the payment.

9213 Med¡caid Ut¡l¡zat¡on Method. Ahosp¡tal w¡th high WIVP ut¡lization may qualify for a d¡sproportionate share
hospital (DSH) payment.

. Statew¡de Amounts Calculated: The Department annually calculatôs r "Mediooid inpat¡ent ut¡l¡zat¡on rate" for
each ¡n-state and border status hospital that receives WIVIP payments. From the compilat¡on of the individual
hospital utilization rates, the statewide mean average and standard devlatlon from thé mean are calculâted.

. Qual¡fy¡ng Hospital under Med¡caid Util¡zat¡on Method: A hosp¡tal qualifies for a ÐSH payment if its Medica¡d
inpatient ut¡lizat¡on rate (M) ¡s êqual to or greater thân thc mean-plus-one-standerd-dev¡at¡on (S) ând is at
least 1%.

. Hosp¡tal Spec¡f¡c Payment Calculated; A "DSH payment" is calculated according to the follow¡ng formuta for
a hospital that qualifìes under the Medica¡d ut¡lization method:

Allotted DSH Funding for State F¡scal Year / (# of Hospitals qualify¡ng for DSH Payment Under l\4ed¡ca¡d
Utilizat¡on + # of Hospitals qualifying for DSH Under the Low-lncome Utilization Method) = Hospital Spec¡f¡c
Payment Amount

The DSH payment amount shall be l¡m¡ted by the budgetary restr¡ctions as ouflined ¡n S92.16.

. Mod¡ca¡d lnpatíent Ut¡l¡zat¡on Rate:-lhe term "l\¡ed¡caid inpat¡ent utillzation rate" means, for a hosp¡tal, a
fraction (expressed as a percentage), the numerator of which is the hospital's number of ¡npat¡ent days
attributable to patients who (for such days) were elig¡ble forWMP, and the denominator of which ¡s the total
number ofthe hospital's ¡npat¡ent days. Medica¡d inpatient days (the numerator) inctude WMp HMO
recipient days and recipient days of other states' Medicaid programs reported by a hospital. Medicaid
¡npatient days in the numerator do not ¡nclude any days of ¡npatient stays which were pa¡d in full or part by
Medicare. Pâid in full means the amount rece¡ved by the hospital equals or exceeds the amount Wl\¡P would
have paid for the stay. Some MA recipient stays, which are ¡qt paid in fult or part by l\4edicare, may be paid
fully or partially by a th¡rd party insurance payer and/or by a recipient's MA eligibility spend-down funds. lf
the hospital stay ¡s pa¡d in full, then the days of the recipient's stay w¡ll !q! be included in the numerator as
lVlA inpat¡ent days. lf the hospital is not paid ¡n full and the WMP re¡mburses the hospital for the unpald
balance, then all days of the stay are included ¡n the numerator as l\¡A ¡npatient days to the extent that the
days of the stay were allowed by the Wl\4P.

TN # 17-0002
Supersedes
TN # 16,000'1

Approval Date:
llAR Z 7 2018

Effective Date: O1 lO1 12017



Inpatient Hospital State Plan
Attachment 4.19-A

Page 36

9214 Low-lncome Ut¡l¡zat¡on Melhod. A hosp¡talw¡th a low-income utilization rate exceeding 25% may also qual¡fy for
a disproport¡onate share hosp¡tal payment. A hospìtal must make a specifìc request to the Department to be
cons¡dered under th¡s method for a disproport¡onate share hosp¡tal payment. A hospital's "low income utilizat¡on rate"
is the sum of the follow¡ng hryo percentages calculated as described below. The Department will designate the cost
report¡ng per¡od.

. First Percentage; Total payments from WMP to the hospital and totâl county general ass¡stance program
payments to the hospital for inpatient and outpat¡ent services plus the amount of the cash subsidies received
directly from State and local governments in a cost reporting per¡od, divided by the total amount of revenues
of the hospital for inpatient and outpatient serv¡ces (¡nclud¡ng the amount of such cash subs¡dies) in the
same cost reporting per¡od. Revenues shall be net rêvenues after deducting bad debts, contractual
allowances and dìscounts, that is, reductions in charges given to other th¡rd-party payers, such as HMOs or
l\4edicare. Revenues shall also exclude recorded charges for char¡ty care.

. Second Percenfagg: The total amount of the hospital's charges for inpatient hospital services attr¡butable to
charity care ¡n a cost report¡ng per¡od, less the port¡on of any cash subsidies described above in the period
reasonably attributable to inpatient hospital services in the same period, d¡vided by the total amount of the
hospital's charges for inpat¡ent services in the hospital ¡n the same per¡od.

. Char¡ty Carc: Charity care means health care a hosp¡tal provides to a pat¡ent who, after an invest¡gation of
the circumstances surrounding the pat¡ents abil¡ty to pay, ¡ncluding non-qualiflcation for a publ¡c program, is
determlned by the hospital to be unable to pay all or a portion of the hosp¡tal's normal billed charges, Charity
care does not include any of the following: (1) care prov¡ded to patients for wh¡ch a publ¡c program or public
or pr¡vate grant funds pay for any of the charges for the care; (2) contractual adjustments in the provision of
health care services below normal billed charges; (3) d¡fferences between a hospital's charges and
payments received for health care serv¡ces provided to the hospitâl's employees, to public employees or to
prisoners; (4) hospital charges associated w¡th health care services for which a hospital reduces normal
billed charges as a courtesy; or (5) bad debts. Bad debts are claims arising from rendering patient care
services that the hospitâ|, us¡ng a sound credit and collect¡on policy, determ¡nes are uncollectible, but does
not ¡nclude char¡ty care.

. Hospital Specif¡c Payment Calculated:A "DSH payment" is calculated according to the follow¡ng formula for
a hospital that qualifies under the low-income util¡zation method,

Allotted DSH Funding for State Fiscal Year / (# of Hospitals quâlifying for DSH Payment Under Medicaid
Ut¡lizat¡on + # of Hosp¡tals qualiô/ing for DSH Under the Low-lncome Utilization Method) = Hospital Spec¡fic
Payment Amount

The DSH payment amount shall be limited by the budgetary restrictions as outlined ¡n S9216.

9215 Wh¡ch Method A//owed. A hospital w¡ll only be allowed a payment either under the Medicaid ut¡lizat¡on method
of S92'13 or under the low-income ut¡lization method of S9214. lf the Department determines a hosp¡tal qual¡fies for a
disproportionate share payment under the Medica¡d utilization method but the hospital requests a payment under the
low-income method and qual¡fies under this method as well, the hospital will receive only one DSH payment.

9216 Budget for Standard DSH Paymenfs. The Department has determ¡ned that a total of $100,000 (for all hospitals
combined) w¡ll be ava¡lable for the DSH hospital payments per SFY.
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9220 Supplemental DSH Payments for State, County, and pr¡vate Hospitals

There is a sepalate DSH allotment for hospitals owned and operated by the State of Wisconsin, for hosp¡tals owned
and operated by county governments ofthe State of Wisconsin, and for private acute care hosp¡tals located ¡n the
State of Wisconsin. The private acute care hospitals may not be an ¡nstitute for mental diseases (lMD) or critical
access hospitals. To be elig¡ble for DSH payments made under this section, such hosp¡tals must meet minimum
federal requirements for l\4edica¡d DSH payments as specified in S1923(b) and (d) of the Soc¡al Secur¡ty Act [42
u.s.c. 13e6r-4(b) and (d))1.

9221 Introduct¡on. State, county, and pr¡vate acute care hospitals located in Wisconsin may receive a
disproportionate share hospital (DSH) payment adjustment for the costs of uncompensated care as defined ìn
S1 923(gX 1XA) of the Social Secur¡ty Act [42 U. S. C, 1 396r-4(gX 1 XA)], Th¡s amount sha not exceed the costs
incurred by the hosp¡tal dur¡ng the appl¡cable year of furnishing hospitâl serv¡ces (net of payments under Title XIX,
other than under 51923, and net of any self-pay amounts or any other third-party payments by or on beha¡f of
uninsured patients) with respect to individuals who are eligible under Title XIX or have no health ¡nsurance or other
third party health coverage for hosp¡tal services during that year.

9222 Qual¡fy¡ng Cr¡ter'a. The hosp¡tal must meet the following criteria:

The hosp¡tal must meet the obstetr¡cian requirements of S9212; and
The hospital must have a Medicaid inpatient utilization rate of at least '1% determ¡ned under 59228; and
The hosp¡tal must be owned and operated by the State of Wisconsini or
The hosp¡tal must be owned and operated by â county government of the State of Wiscons¡n,
The hospital must be a pr¡vate, acute care hospital located in the State of Wiscons¡n that ¡s ne¡ther an IMD
nor a cr¡t¡cal acccas hosp¡tal.

9223 Re¡mbursable Cosfs. Costs âre reimbursable only ¡f allowable under Med¡carê pr¡nciples of cost reimbursement.
The allowable costs incurred by the hosp¡tal during the applicable year of furnishing s6rvic€s will be determined for
WMP recipients enrolled in Health Maintenance Organ¡zations and indjviduals who had no health insurance or other
th¡rd party health coverage for hospital serv¡ces, us¡ng lvled¡carc/Med¡caid hospital cost reports requirëd undèr S52OO.

lnpatient and outpat¡ent hospital costs per unit of serviÇe for the appl¡cable year w¡ll be compared to WMP HMO
payments for ¡npatient and outpat¡ent hospital servlces rendered in the appl¡cable year and self-pay amounts
collected from ind¡v¡duals without coverage for inpatient and outpatient hospital services rendered ¡n the applicable
year, to determ¡ne a total net Wl\4P HMO ¡npatient payment shortfall, ¡f any, and a total net cost to the hospìtal of
uncompensated ¡npat¡ent care for uninsured ¡ndividuals for the appl¡cable year. The sum of the WMP HMO inpatìent
and outpatient shortfall plus the nêt cost of uncompensated ¡npatient and outpatient care is the hosp¡tal-specif¡c upper
payment limit for d¡sproportionate share hospital ¡npatient payment adjustments for the applicable year. This sum for
each qualirying hosp¡tal may be subject to payment under S9223 to the extent that the Wisconsin governmental ent¡ty
that owns and operates the qual¡fying hospital submits in a timely manner, to the WMP, cert¡fied publ¡c expenditure
forms supported by auditable documentation satisñ/ing all requirements under 42 CFR 433.51, as amended.

9224 Amounts of DSH Allotment and Paymenfs. The amount of the DSH payment, when combined with atl other
DSH payments under the Plan, shall not exceed the State DSH allotment for Wisconsin for the relevant federal fìscal
year, as published by Cl\¡S pursuant to S 1923(0 of the Social Security Act [42 USC S 1396r-4(f)].

The Department will establ¡sh a methodology for distributing the DSH allotment under th¡s section among qualify¡ng
hospitals such that the amount of the DSH payment to each hospital in any state fiscal year, when combined with any
other DSH payment to the hospital, results in a total DSH payment that is not greater than the hosp¡tal's
uncompensated costs for that state fiscal year as determined under S 1923(9X1XA) of the Social Security Act [42
USC S 1396r-4(g)(1)(A)l or less thân a hospital's minimum payment adjustment under the tests set forth in S 1923(c)
of the Soc¡al Security Act [42 USC S 1396r- (c)].

a)
b)
c)
d)
e)
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9225 Distr¡but¡on of DSH funds to state hospÍais. The Department shall determine the total allotment for hospitals
under S9220 after the Department determines the amounts of DSH payments under S9210 and S9230. To the extent
that there is a remaining State DSH allotment for Wiscons¡n for the relevant federal f¡scal year, with¡n the amounts
determined by CMS pursuânt to S 1923(D of the Social Security Act, the remaining allotment may be distributed
amoñ9 qual¡fy¡ng 59220 state hospitals taking ¡nto account the charges and costs of those hospitals using the
follow¡ng method:

1. Total charges are tabulated for each respective state hosp¡tal for inpatient and outpatient serv¡ces provided
in the calendar year prior to the state fiscal year.

2. These charges are multiplied by a rat¡o of cost-to-charges of the respect¡ve hospital result¡ng ¡n a hospital-
specifìc service cost.

3. The hospital-speciflc service cost of all state hospitals qualifying under 59220 is summed.
4. The max¡mum DSH funding d¡vided by th¡s sum of hospital-specific service costs results in a ratio of fund¡ng-

to-costs.
5. The rat¡o of funding-to-costs multiplied by the service cost of each qualify¡ng hosp¡tal results in the annual

DSH a¡lowance for each hospital and a proportional distr¡bution of the DSH funding among qualifying state
hosp¡tals. The ratio of funding-to-costs is not to exceed 1.00 in order that the total of the DSH allowances do
not exceed total reimbursable service costs of the qualifying state hospitals,

6. This annualamount ¡s paid to the respective qualirying state hospitals.

9226 D¡str¡but¡on of DSH funds to county hospifâls. After the distr¡but¡on among qualitying S9220 state hospitals has
been calculated, to the extent that there is any remain¡ng State DSH allotment for Wisconsin for the relevant federal
f¡scal year, with¡n the amounts determ¡ned by CMS pursuânt to S1923(f) of the Social Security Act, thât remaining
amount may b€ distributed among qualifying 59220 county hospitals taking into account the charges and costs of
those hosp¡tals us¡ng the following method:

1. Total charges are tabulated for each respective county hospital for inpatient services prov¡ded in the
calendar year prior to the state fiscal year.

2. These charges are mult¡plied by a ratio of cost-to-charges of the respective hospital result¡ng ¡n a hospital-
specif¡c service cost.

3. The hospital-specifìc service cost of all county hospitâls qualifying under 59220 is summed.
4. The maximum DSH funding d¡vided by this sum of hosp¡tal-spec¡f¡c serv¡ce costs results in a ratio of fundìng-

to-costs.
5, The rat¡o of funding-to-costs multiplied by the service cost ofeach qualjfying hosp¡tal results in the annual

DSH allowance for each hospital and a proportional distr¡bution of the DSH funding among qual¡fying county
hosp¡tals. The ratio of funding-to-costs is not to exceed 1.00 in order that the total of the DSH allowances do
not exceed total re¡mbursable service costs ofthe qualifying county hospitâls.

6. This annualamount is paid to the respect¡ve qual¡fy¡ng county hospitals.

9227 Distr¡but¡on of DSH funds to pivate acute'care hospitals. Finally, after the distribut¡on among qualifying 59220
state and county hospitals has been calculated, to the extent that there is any remainÌng State DSH allotment for
Wiscons¡n for the relevant federal fiscal year, w¡th¡n the amounts determined by Cl\¡S pursuant to S1923(f) of the
Soc¡al Security Act, that remaining amount may be distributed âmong qualify¡ng 59220 private acute care hospitals
taking into account the charges and costs ofthose hospitals us¡ng the follow¡ng method:

1. Total charges are tabulated for each respect¡ve private acute care hospitaì for inpatient serv¡ces provided in
the calendar year pr¡or to the state fiscal year.

2. These charges are multiplied by a ratio of cost-to-charges ofthe respect¡ve hospital resulting in a hospital-
specif¡c service cost.

3. The hospital-specifìc service cost of all private acute care hospitals qualify¡ng under 59220 is summed.
4. The maximum DSH funding divided by this sum of hospital-specifìc sery¡ce costs results in a rat¡o of funding-

to-costs.
5. The ratio of funding-to-costs multiplied by the service cost of each quâlifying hospitâl results in the annual

DSH allowance for each hospital and a proportional distribut¡on of the DSH funding among qualifying private
acute care hospitals. The ratio of funding-to-costs is not to exceed 1.00 ¡n order that the total of the DSH
allowances do not exceed total reimbursable servjce costs of the qualifying private acute care hospitals.

6. This annual amount ¡s paid to the respective qualifying private acute care hospitals.

9228 lnter¡m Payments Pend¡ng the lnpat¡ent F¡nal Settlemen¿ A hospital's f¡nal settlement ¡s not calculated unt¡l an
aud¡ted l\4edicare cost report ¡s available for the hospital's fìscal year. Qualily¡ng DSH hospitals, as defìned under
59222 may apply for an inter¡m DSH payment amounts. Qualifying hosp¡tals will provide an as-filed l\iledicare cost
report so that an ¡nter¡m payment amount can be determined in the same manner as is described ¡n S9224.
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9230 Supplemental DSH Payments for ln-State Hospitats

The following section establishes supplemental d¡sproport¡onate share hospital (DSH) payments for qualifying
hosp¡tals located in the State of Wisconsin. To be eligible for supplementa¡ DSH payments under this section,
hosp¡tals must meet minimum federal requirements for Med¡caid DSH payments as specified in S1923(b) and (d) of
the Social Secur¡ty Act [42 U.S.C. 1396r-4(b) and (d))] as welt as the quat¡fy¡ng cr¡teria ouflined below.
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9231 lntroduct¡on. Hospitals located ¡n the State of W¡sconsin may rece¡ve a supplemental DSH payment for serving
Per 49.45(3mXâ)TJhe annual aggregate ÐSH pool amount is eouatshare of low-income pat¡ents.

a qualifying provider will receive a of th¡s
pool. The DSH not exceed the costs incurred by the hospital dur¡ng the state fiscal

anY self-payyear of furnishing serv¡ces (net of pâyments under T¡tle XlX, other than under S1923, ând net of
amounts or any other third-party payments by or on behalf of uninsured patients) w¡th respect to indiv¡duals who are
elìgible under Title XIX or have no health insurance or other third party health coverage for hospital services during
the state fiscal year.

9232 Qual¡fy¡ng Cr¡teía. The hospital must meet the follow¡ng criteria:

a) The hospital is recognized as a hospital by DQA.
b) The hospital is located in the State ofW¡sconsin.
c) The hospital prov¡des a wide array of serv¡ces, including sÊrv¡ces provicled through an emergency

department recogn¡zed by DQA. ,
d) Thê ho6pital has a Medicaid inpatient ut¡lization rate (MIUR) greater than or equal to 6 percent. A hospital's

l\4lUR ¡s defìned as the fraction (€xpressed as a percentage) whose numerator ¡s the hosp¡tal's number of
inpatient dâys attributable to patients who (for such days) were eligible for WMP and whose denom¡nator is
the total number of the hosp¡tal's ¡npatient days. Med¡caid ¡npat¡ent days (tho numêrator) will inolude WMP
HMO recipient days and recip¡ent days of other states' Medicaid programs reported by a hosp¡tal.

e) The hospital m€€t6 appl¡cable, minimum requirements to be a DSH under 42 USC 1396r-4 ând any other
applicable federal law.

D The hospital must meet the obstetric¡an requirements as specified in S9212.

9233 Amounts ot DSH Allotment and Paymsrfs. The amount ofthe DSH payment, when comb¡ned w¡th all other
DSH payments underthe Plan, shall not exceed the State DSH allotment forWisconsin for the relevant federal fiscal
year, as published by Cl\¡S pursuant to S 1923(D of the Sociat Security Act [42 USC S 1396r-4(D], The Department
sets forth a methodology as defined ¡n 59234 for d¡stribut¡ng supplemental DSH payments under this section among
qualifying hospitals. The amount of the supplemental DSH payment to each hospital ¡n any state f¡scal year, when
combined w¡th all other DSH payments to the hosp¡tal, w¡ll not exceed the hospital's uncompensâted costs including
l\4ed¡caid shortfall âmounts for that state fiscal year as determined under S 1923(gX1XA) of the Social Security Act
[42 USC S 1396r-4(gx1XA)]. The total amount of the DSH payment will not be less than a hospitat,s m¡n¡mum
payment adjustment under the tests set forth in S 1923(c) of the Social Security Act [42 USC S 1396r-4(c)].
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9234 DSH A ocation Methodology. The Department distributes supplemental DSH payments in accordance with an
annual budget set on a state fiscalyear bas¡s. To distr¡bute this supplemental DSH money among the qualifying
hospitals, the DepaÍtment performs a series of calculations using the following formulas:

â) The sum of allsupplemental DSH payments
Annual Budget = Payment to Hospital 1 +

made to hospitals equals the annual budget amount:
Paymenl to Hosp¡tal 2 + .,. + Payment to Hospital n
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b) The supplemental DSH payment made to each sepârately l¡censed, qual¡fy¡ng hospital for a given state
flscal year under this section ¡s the lesser of 1) the product of ¡ts "DSH add-on percentage" and its "projected
WMP inpatient feejor-servicè payments" and 2) $2,500,0001
Paymentto Hospital i = min(DsH Add-On Percentage x Projectect WMP lP FFS Payments, 82,500,000f

c) A hospital's projected WMP inpatient fee-for-service payment for a g¡ven state fiscal year is the projected
payment developed through the rate setting process from two years' prior; for example, the projected
payments for SFY 2014 are drawn from SFY 2012 poected pâyments.

d) A hosp¡tal's DSH add-on percentage is its "DSH add-on factod' m¡nus 100% (in other words, the DSH
add-on fegtel compares base payments to total (base + DSH) payments while the DSH add-on Þercentaoe
compares bâse payments to DSH supplemental payments only):
DSH Add-On Percentage ol Hospital i = DSH Add-On Factor of Hosp¡tal i - 1

e) A hospital's DSH add-on factor ¡s a funct¡on of the "base DSH add-on factor" and the amount by which its
l\4lUR exceeds 6 percent, such that a hospital w¡th a higher MIUR receives a higher DSH add-on factor:
DSH Add-On Factor of Hospital i = Base DSH Add-On Factor + ((MIUR of Hospital i - 0,06) x 0.75)

0 A hosp¡tal's l/lUR ¡s the rat¡o of its Medicaid inpatient days to its total ¡npatient days, drawn from a data
period two years' pr¡or to the given state fìscal year:
MIUR of Hospital i = Hosp¡tal ¡'s Total Med¡caid lnpat¡ent Days / Hospital ¡'s Total lnpat¡ent Days

g) The base DSH add-on factor is determined per the constraints provided by the equat¡ons above. S¡nce one
of those equations (for the DSH supplemental payment) is nonlinear, there is no clean formula for the base
DSH add-on factori rather, ¡t can only be derived by iterat¡vely solving the above system of equat¡ons. This is
possible due to the fact thai every other variable ¡nvolved in the above equations has a known value.

G¡ven the base DSH add-on factor for a given state fiscal year, the Depârtment employs the above formulas to
calculate the DSH supplemental payment to each qualifying hospital.
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9300 Supplemental Payments for Essential Access City Hospitals (EACH)

NOTE: The supplement payment descr¡bed ¡n th¡s 59300, spec¡fica y 59310 through 59320, ¡s NOT a
d¡spropotl¡onate share hosp¡tal (DSH) adjustment undet 51923 of the Soc¡al Secur¡ty Act.

Supplemental payments are provided for any hospital located in W¡sconsin which meets the following cr¡ter¡a for an
"essential access city hosp¡tal" (EACH).

9310 Level 1 EACH Supplement

9311 Qual¡ty¡ng criteía. A hospital qualifies for the Level 1 EAcH supplement ¡n the current state fiscal year if the
hospital met the following criteria during the year July 1, '1995 through June 30, 1996.

'1. The hospital is located ¡n the ¡nner city of a city of the first class in Wisconsin as identifìed by the following
U.S. Postal Serv¡ce Zip Code areas. As ofJuly 1, 1997, the following contiguous U.S. Postal Service Zip
Code areas identify one ¡nner city area covered by this supplement: S3202, b3203, 53205, 53206, S3208,
53209, 53210, 53212, 53216 and 53233.

2. At least 30% of the hospital's WMP recip¡ent inpat¡ent stâys are forWMP rec¡pients who reside in an inner
city z¡p code area listed above.

3. More than 30% of the hosp¡tal's total inpatient days are WMP covered ¡npatient days.
a. lncluding WIMP HMO covered days and WMP covered stays on which the WMP made no payment

due to the stay be¡ng covered by some other payer such as hospitalization insurance
b. Not includ¡ng days of WMP recipients' stays that âre covered ¡n full or part by l\4€dicaro.
c. The hosp¡tal is an acute care hospital providing medical ând surgical, neonatal lCU, emergency

End obstetr¡cal serv¡ces.

9312 Amount of Supplemen¿ The Level I EACH supplement is pa¡d in a prospectively established monthly amount
based on the past WMP utilization of the hosp¡tal. The totâl statewide funding for the Level 1 EACH supplement is
limited to $2,988,700 per state f¡scal year. This amount is distributed proportionately among qual¡fying hospitals
based on WMP inpatient days of the quâl¡fying hosp¡tals.
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9320 Level 2 EACH Supplement

9321 Qualfu¡ng Cr¡te¡la. A hospital qual¡f¡es for the Level 2 EACH supplement in the current state f¡scal year if the
hospital met the following criteria during the previous state fiscal year.

1. The Hospital did not qual¡fy for the Level 1 EACH Supplement
2. The hospital ¡s located ¡n the ¡nner city of a city of the first clâss ¡n Wisconsin âs ¡dentified by the

following U.S. Postal Service Zip Code areas. As of July 1, 1997, the following cont¡guous U.S. Postal
Serv¡ce Zip Code areas identify one inner city area covered by this supplemenl: 53202,53203,53205,
53206, 53208, 53209, 53210, 53212, 53216 and 53233.

3. At least 30% of the hospital's WMP recipient inpatient stays are forWlVlP recipients who reside in an
inner city z¡p code area l¡sted above.

4. More than 30% of the hospital's total inpat¡ent days are WMP covered inpatient days.
a. lnclud¡ng WMP HMO covered days and WMP covered stâys on which the Wl\4P made no

payment due to the stay being covered by some other pâyer such as hosp¡tal¡zâtion ¡nsurance
b. Not including days of WMP rec¡pients' stays that are covered in full or part by lvled¡care.
c. The hospital is an acute care hospital providing medical and surgical, neonatal lCU,

emergency and obstetrical services,

9322 Amount of SupplemenLlhe Level 2 EACH supplement is paid in a prospectively established monthly amount
bâsed on the past WMP utilization of the hospital. The amount of a qualify¡ng hosp¡tal's supplement is recalculated
annually for the upcom¡ng state fiscal year. The total statewide fund¡ng for the Level 2 EACH supplement ¡s l¡m¡ted to
$996,200 per state fisca¡ year. Th¡s amount is distributed proport¡onately among qualify¡ng hospitals based on WMP
inpatient days of the qual¡fy¡ng hospitals. A qualifying hosp¡tal's Level 2 EACH supplement will be determined as
follows;

WMP days for hosp¡tal
Hosp¡tal's Annual Level 2 EACH Supplement = X Statewide Annual Fund¡ng

Sum of WMP days of qual¡fying hospitals

The monthly amount ¡s the above annual amount divided by 12 months.

WMP days are a hosp¡tal's total covered ¡npatient days for WMP recipients for the calendar year. The days ¡nclude
WMP Hl\4O covered days and WIVIP covered days on wh¡ch the Wl\4P made no pâyment due to the days being
covered by some other payer such as hospitalization insurance but do not ¡nclude days of WIVIP recipient stays that
are covered in full or part by Medicare.

9323 Sanct¡on on Not Conl¡nu¡ng To Meet Qual¡fying ùiteía. A hospital receiving a Level 2 EACH supplement is
expected to ma¡nta¡n its effort to serve MA recipients including recipients and res¡dents in the ¡nner c¡ty area. lf the
Department f¡nds a hosp¡tal fails to meet the above qualifying criter¡a above for any three month period, then payment
of the supplement will be discontinued for the hosp¡tal and payments made for the three month period w¡ll be
recovered. lf the hospital shows ¡t subsequently meets the criteria for any three-month period, then the supplemental
payment will be reinstated at, and retroact¡ve payment made since, the beginning of the three-month period in which
the criteria were again met. lf any quâl¡fy¡ng hospital ¡s sanctioned in a state f¡scal year, the monthly supplement of
other qualirying hospitals will not be recalculated to redistribute the total annual funding for the Level 2 EACH
supplement.
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9400 Pediatric Supplement

941 0 Qual¡fy¡ng Cr¡teria

A hospital qualifìes for this pediatric supplement if the hospital meets the foltowing criterja.
1) The hospital is an acute care hosp¡tal located in Wisconsin.
2) Dur¡ng the hosp¡tal's fiscal year descr¡bed here, inpatient days in the hospital's acute care pediatric units and. intensive ca re pediatric units of the licensed fac¡lity totaled more than 12,OOO days. Days for stays ¡n

neonatal ¡ntensive care units are not ¡ncluded in th¡s determinat¡on. The inpatient days are counted for the
hospital's fiscal year that ended in the second calendar year preced¡ng the beg¡nning of the state fiscal year.
For example, for the state fìscal year beginning July 1, 2008, the hospital's fiscal year that ended ¡n 2006 is
used.

9420 Amount of Payment

The pediatric inpat¡ent supplement is pa¡d as an amount established according to the follow¡ng method. A total of
$2,000,000 ¡s distributed each state f¡scal year among hospitals qualify¡ng for this supplement, This ¡s distr¡buted
proport¡onately âmong qualifying hospitals based on their number of WMP pediatric days as described below.

A qual¡fying hosp¡tal's ped¡atr¡c inpatient supplement will be determ¡ned as follows:

WMP Pediatric Days for Hosp¡tal
., $2,000,000 Statewide

^ annual funding
Hosp¡tal's annual ped¡atric supplement

Sum of Wl\¡P Pediatr¡c Days
of All Quâlifying Hosp¡tals

WMP ped¡atr¡c days for the above calculat¡on âre a hospital's total covered inpat¡ent days for ped¡atr¡c WIVIP
rec¡pients, including HMO covered ped¡atr¡c WMP roc¡pients, for patient disoharges occurring ¡n the state fiscal year
that began two years prior to the beg¡nn¡ng of the current state fìscal year. For example, for a current state f¡scal year
beginning July 1, 2008 the state fiscal year July 1, 2OOO through June 30, 2OO7 is usèd. A pèdiatr¡c patteht is a pátient
that has not atta¡ned '18 years of age as of the day of admission. Wl\4p pediatric days do not include: (a) days of
WMP recipient stays that are covered in full or part by Medicare and (b) days of WMP covered stays on wh¡¿h the
WMP made no payment due to the stay being covered by some other payer such as private hospital¡zation
insurance-

9500 Supplement Payment for Adult Level One Trauma Centers

For serv¡ces prov¡ded on or after July 1, 2012, WMP w¡ll provide annual statewide tunding of $4,OOO,O0O per SFy to
hosp¡tals with an Adult Level One Trauma Center, as designated by the Amer¡can College of Surgeons. The WMP
makes th¡s payment to hospitals with an Adult Level One Trauma Center to assist w¡th the high costs assoc¡ated wìth
operating a center w¡th th¡s designation.

The WIMP distributes the funds proportionately among qualifying hospitals based on the number of el¡9ible hospitals
as descr¡bed below.

A quali¡/ing hospital's inpatient supplement is determ¡ned as follows:

Qualirying Trauma Hosp¡tal
Hospital's annual trauma supplement = X $4,000,000 Statewide

Total Number of Hospitals
Qualifying as Trauma Hospital

Annual Fund¡ng
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9600 lnpatient Access Payments

To promote WIVIP member access to acute care, ch¡ldren's, rehabilitat¡on, and cr¡tical access hosp¡tals throughout
Wisconsin, the WMP provides a hospital access payment amount per eligible inpatient FFS discharge. Access
payments are intended to reÌmburse hospital providers based on WMP volume. Therefore, the payment amounts per
d¡scharge are not differentiated by hospital based on acuity or individual hosp¡tal cost. However, cr¡tical access
hospitals receive a d¡fferent access payment per discharge than do acute care, children's, and rehabilitation
hospitals.

The amount of the hospital access payment per discharge is based on an ava¡lable funding pool appropr¡ated in the state
budget and aggregate hosp¡tal upper payment l¡m¡ts (UPLs). This amount of funding ¡s divided by the estimated number
of paid inpatient FFS d¡scharges for the SFY to develop the per discharge access payment rate.

The access payment per discharge amounts are ¡dent¡fied on the hospital re¡mbursement rate web page of the
W¡sconsin ForwardHealth Portal. Th¡s payment per d¡scharge is ¡n addit¡on to the base DRG and per diem payments
described in other sections of this document. Access payments per discharge are only provided until the FFS access
payment funding pool amount has been expended for the SFY.

Access payments are subject to the same federal UPL standards as base rate payments. Access payment amounts
are not interim payments ând are not subject to settlement. Psychiatric hospitals are not el¡gible for access payments
because of the unique rate setting methods used to estaþlish rates for those hospital
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9700 Graduate Medical Educat¡on Supplêmental Payments for Hosp¡tals

This section establishes supplemental payments for graduate medical education residents at qualif¡ed hosp¡tals
training physic¡ans for pract¡ce in Wisconsin. To be el¡g¡ble for payments under th¡s section, hospitals must be
otherwise eligible to receive Wl\4P payments and meet the qual¡fying criteria oufl¡ned below.

9710 lntroduct¡on

Hospitals located ¡n the State of Wisconsin may receive supplemental payments of up to g22S,OOO annually to
support new graduate medical education residents. S1900, 146.64 of Wisconsin Act 20 authorizes the Department to
distribute such payments to hospitâls to fund the addition of resident positions to existing accred¡ted graduate medical
education programs Ìn fam¡ly medicine, general ¡nternal medic¡ne, general surgery, ped¡atr¡cs and psychiatry.

I 7 20 Qu al ¡fy ¡ n g C rite r¡ a

The hospital must meet the following criter¡a:
a) The hospital serves rural and underserved communities in Wiscons¡n.

b) The hosp¡tal serves as an approved trâining site for an accred¡ted graduate med¡cal education program in
one or more of the following specialties: family medicine, general ¡nternal medicine, general surgery,
pediatr¡cs or psychiâtry.

c) The hospital meets applicable, m¡nimum requ¡rements to be WMP-certifled.

d) Priority for funding will be given to hospitals that meet the follow¡ng criteria: The hosp¡tal is located in the
State of Wisconsin.

e) The hosp:tal and ¡ts' associated graduate medical education program has a retention rate of at least 30
percent of graduate residents remaÌn¡ng to prãctice ¡n Wisconsin's rurãl and underserved communities.

D The hospital serves underseryed areas w¡th a populat¡on of less than SO,O0O; more rural areas, e.g., those
with populations of less than 10,000 receive higher pr¡or¡ty.

g) The hospital includes a focus on physician training in working with team-based care, ¡n prevention and
public health, in cost effectiveness and health care economics, and in working in new serv¡ce del¡very
models, e.9., Accountable Care Organizations or patient-centered medical homes.

9730 Amounts of Supplemental Paynents

The amount of payment per hospital shall not exceed $75,OOO per resident per state fìscal year, and the hosp¡tat sha
not receive more than $225,000 per state fiscal year. lt is the ¡ntention of the Department that payments be made
annually for the duration of the residencies expanded under the supplemental payment program.

Funds are restricted to direct costs of the resident, i.e., salary, fringe benefits, ttavel expenses incurred ¡n travel to
and from required participating sites, and malpractìce ¡nsurance. Funds cannot be used for capital ¡mprovements,
equipment and supplies (medical and non-med¡cal), sub-contracts, consultant fees, research, or planning activities.
These funds shall not be used to supplant or replace existing funds support¡ng the proposed targeted specialty
program from other sources, including local, state or federal funds.

The Depârtment sets forth a methodology as defined in 59740 for distribut¡ng the graduate medical educat¡on
res¡dent supplemental payments.

9740 Allocat¡on Melhodology

a) The Department shall sol¡cit competitive applications for supplemental payments for residents through a
Request for Applications from qualified hospitals.

b) Th6 Ëxist¡ng, áuuredited tesidency progräm ät thë hospltâl must bê ln famlly mediclne, general internal
llìedic¡¡ìe, general surgery, pèdiatr¡cs 0r psychiatry.

c) Each separately paÍtic¡pating qualifying hospital cannot rece¡ve more than gTS,OOO per resident or g22S,OOO
per state fìscal year.
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9800 Rural Hospital Supplement

A hospital class¡fÌed as rural under the lvled¡care wage index but not classified as a cr¡tical access hospital, are
eligible fora rural hospital supplemental payment. Theannual payment is equally divided among qualifying
providers, notto exceed $300,000 perproviderora grand total payout of $5,000,000. Prov¡der payments shall be
equally adjusted to ensure total rural hosp¡tal supplemental payments do not exceed $5,000,000.
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10000
PAYMENT NOT TO EXCEED CHARGES

The total of the ovetall payments to an indiv¡duâl hospital from all sources during the period of the state fiscal year
may not exceed allowable charges-plus-disproport¡onate share, in aggregate, for inpatient hospital services provided
to WMP recipients. Overall payments from all sources includes, but are not necessarily limited to, WMP payments,
recipient co-payments, third party liâbility payments, and local and related matching FFP amounts under 591OO. The
state fÌscal year is July 'l through June 30. Disproportionate share (under S92OO) in the Wl\4P payment rates will be
added to the allowable charges. lf an indiv¡dual hosp¡tal's overall payments for the period exceed charges-plus-
disproportionate share, the WMP will recoup payments in excess of charges-plus-disproportionate share,

10100 Limit on D¡sproportionate Share Payment to a Hosp¡tal

A hosp¡tal's disproport¡onate share payments dur¡ng its fiscal year may not exceed the sum ofthe payment shortfall
for MA rec¡p¡ent services and the unrecovered cost of un¡nsured patients. The amount of disproport¡onate share
payments which exceed th¡s limit shall be determined retrospect¡vely after a hospital completes its fiscal year.
(Statutory Background. S 1923(g) of the federal Social Secur¡ty Act.)

10101 Payment Shoñfall for MA Recip¡onf Servlces. The pâyment shortfall for l\¡A recipient services ¡s the amount by
wh¡ch the costs of ¡npatient and outpat¡ent serv¡ces prov¡ded MA recipients gxçggçlthe payments made to the
hospital for those serv¡ce excluding disproport¡onate share hospital payments. Disproportionate share hospital
payments are payments provided a hosp¡tal under this State Plan according to the provisions of the Socìal Security
Act, S1902(aX13XA)(iv) and S1923. lf payments exceed costs, the f¡nancial ga¡n from l\44 payments w¡ll be appl¡ed
âgâinst the uncompensâted care costs for the uninsured.

The cost w¡ll be establ¡shed by multiplying charges for inpat¡ent and outpatient serv¡ces by a ratio of costs to charges
for patient care servicès. The ratio w¡ll be determ¡ned from the most current audited WMP cost report on fìle with the
Department. Services prov¡ded MA recipients covered by an I-lMO undèr the WMp will be ìncluded.

För outpatient l\4A serv¡ces, interim outpatient payments limited to charges for the hospital's fiscal year w¡ll be used.
For inpat¡ent lVlA services, payments l¡mited to charges will be also used. Payments limited to charges will be the
lesser of (a) charges made by the hosp¡tal during ¡ts f¡scal year for MA services, or (b) overall payments from all
sources (as def¡ned ¡n S10000) for MA services during its f¡scal year, excluding disproportionate share payments.
This charge limit will be appl¡ed separately to payments for inpatient serv¡ces and payments for outpatient serv¡ces for
the per¡od ofthe hospital's fiscal year

10102 Unrccovered Cost of Uninsured Pat¡erfs. The unrecovered cost of uninsured patients is the amount by which
the costs of inpatient and outpatient services provided to uninsured patients exceed any cash pâyments made by
them. However, as provided ¡n the Socìal Secur¡tyAct, S1923(gX1XA), "For purposes ofthe preceding sentence,
payments made to a hosp¡tal for services prov¡ded to indigent patients made by a State or a un¡t of local government
with a State shall not be considered to be a source of th¡rd party payment."

lf payments exceed costs, the flnanc¡al gain from payments for the uninsured will be applied against the MA shortfall.
An uninsured patient ¡s an ¡nd¡v¡dual who has no health insurance or source of th¡rd party payment for the services
provided by the hospital. The cost will be established by multiplying charges for inpatient and outpatient services by a
rat¡o of costs to charges for patient care services. The ratio w¡ll be determined from the most current audited WIVIP
cost report on file with the Department.

10103 Recovery of Excess D¡spropotfionate Share Payments.lf total disproport¡onate share payments to the hospital
for services provided during its fiscal year exceed the sum of the payment shortfall for l\44 recip¡ent serv¡ces and the
unrecovered cost of uninsured patients, then the excess disproportionate share payments w¡ll be recovered from the
hospital.

10104 Effectìve Date. This l¡mitat¡on applies only to hospitals owned or operated by a State or by a unit of local
government beg¡nning July 1, 1994. With respect to hgspitals that are not owned or operated by a State or unit of
local government, this limitation applies beginning July 'l, 1995 unless the federal Department of Health and Human
Services exempts such hospitals or modifìes the l¡mitation for them.

For hosp¡tals with fiscal years in progress (not beg¡nning) on .h rly 1, 1994 (or .ll¡ly 1, 1995 if apFlicablÊ), the MA
shortfall and the unrecovered cost of Lrn¡nsr¡red [or the f¡scal year w¡ll be prorated between the period before July 1

and the period on and after July 1 based on the proportion of disproportionate shate payments applicable to each
per¡od.
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11000
PAYMENT TO OUT-OF-STATE HOSPITALS

lll00 lntroduct¡on

Out-oÊstate hospitals wh¡ch do not have border status will be pa¡d according to the DRG-based pâyment system
described in this 56'100. This payment system prov¡des a single base DRG base rate for all non-border status
hospitals. This rate is applied to the DRG we¡ghts used for ¡n-state hospitals and border status hospitals. The rates do
not consider hospital-spec¡fic costs or characteristics as is done for in-state and border status hospitals.

For any out-of-state hospital, border status or not, certain services w¡ll not be reimbursed according to the DRG
methodology jf the hospitâl takes the necessary action to receive reimbursement under an available alternative
payment. These services and the¡r alternative payment method are described in 57000 and include ventilator patient
care, special unusual cases and brain injury care.

For questions and additional information, out-of-state hospitals may contact the Department at:
DHSDMSBFM@dhs.wisconsin.gov.

Any pre-established standard payment amounts which are descr¡bed below and the DRG we¡ghting factors for the
current state fiscalyear, July 1 through June 30 may be requested from the above âddress,

ll2OO DRG-Based Payment System (For Non-Border Status Hosp¡tals)

11210 Base DRG Rate

The base DRG rate for all non-border status hospitals shall be the standard DRG group
under 56230 for the hospital grouping entitled "acute care hospitals." There ¡s no further
graduate medica¡ education or DSH.

rate which is determined
adjustment for direct

11220 Cost Outl¡ers

Non-border status hospital claims may qual¡fy for cost outlier claims as described in 56300.

1 1 230 DRG-Bêsed Payments

Non-border status hosp¡tal claims are subject to all payment policies as described in 56000
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12000
ADMINISTRATIVE ADJUSTMENT ACTIONS

12100 lntroduction

The Department provides an adm¡nistrative adjustment procedure through wh¡ch an in-state or border status hospital
may receive prompt administrative rev¡ew of its inpat¡ent reimbursement. Department staff w¡ll review a request for an
adjustment and determ¡ne if it should be denied or approved; ¡f a request is approved, Department staff will determ¡ne
the amount of adjustment.

An in-state or border status hospital may appeal ìts ¡npat¡ent reimbursement for one of the reasons listed in S122OO
with¡n 60 days of the date of ¡ts rate not¡ficat¡on letter. lf the appeal results ¡n a new rate determination, the rate w¡ll
apply to all claims with dates of serv¡ce in the RY.

ll at any time dur¡ng the RY, the Department ¡dentif¡es a rate calculation error (that ¡s, qual¡f¡cat¡ons (a) through (c)
below), it may, at its own discret¡on, recalculate a hospital rate and apply the new rate to allclaims w¡th dates of
service ¡n the RY. The Department does not init¡ate rate adjustments due to qualification (d)i adjustments under that
qualif¡cation only occur after a successful appeal ìnitiated by a provider.

1 2200 Qualify¡ng Determ¡nation

Allowable reasons for an ¡npat¡ent payment rate appeal include:

a) the application of the rate setting methodology or standards to ¡ncomplete or incorrect data contained ìn the
hospital's Medicare cost report or to other ¡ncomplete or incorrect data used to determ¡ne the hosp¡tal's
inpatient payment rate; or

b) a clerical error in calculat¡ng the hosp¡tal's inpatient payment ratet or
c) incorrect or incomplete applicat¡on by the Department of provis¡ons of the reimbursement methodology or

standards in determining ons or mor€ components of the hosp¡tal's inpâtient pâyment rate or in determ¡ning
any administrat¡ve adjustment of a hosp¡tal's ìnpat¡ent payment rate; or

d) the most recently subm¡tted 12-month Medicare cost report used as outlined ¡n 55200 is ¡ncorrect per the
HCRIS report record number.
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21000
APPENDIX 1: COST OUTLIER PAYMENT EXAMPLE

BASE DATA

APPROVED 8EDS,,,,,,,,....,

TN # 17-0002
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NÁft 17 tttt

$2,669,763

.... _______259

T-19 |NPATTENT CHARGES ................... ............. $4,348.653
cosT-To-cHARGERAT|OFOROUTLTERCALCULATIONS. ...........-___A-6ß9

(Ratio of T-19 inpatient costs to T-19 inpatient charges)

EXAI\4PLE CALCULATION OF COST OUTLIER PAYMENT

1. Allowable claim charges.................... ............ $ 123,550

2. Cost-to-charge ratio (see above)...... ............. x 0.6139

3. Claim charges adjusted to cost......... .. .. S ZSB¿t¡U
4. DRG Payment lHospital Base Rate x DRG Weight] .......... ..,......... ($10.154.95)

5. Decision; ls this claim a transfer:

E Yes - Compute transfer payment

I No - Cont¡nue to line 6

6. Claim cost exceed¡ng DRG payment ............. $ 65,692.40
7. Applicable trimpoint for hospital bed s¡2e.................. ($32,000)

(Trimpoint dollar value for demonstratlon purposes only)
8. Decision: Does Line 5 exceed the hospital's trimpo¡nt at Line 6?

I Yes - Continue to line I
tr No - No outlier payment in addition to DRG payment

9. Claim cost exceeding DRç payment and tr¡mpoint......... ............... = $33,692.40
10. Variable costfactor......,.... ...,. .... ... 0.80

(Variable cost factor for demonstrat¡on purposes only)

11. OUTLIER P4YMENT.............. = $26,953.92
'12. DRG PAY|\4ENT ............. +$ 10.'154.95

13. TOTAL PAYMENT FOR CLAIM including outlier payment............................................ $ 36.098.10

For Line 4 above; example calculation of base DRG payment.

Total

Hosp jtal-Specific Base Rate $ 3,605.52
T¡mes: DRG Weight 2.8165
Times: Policv Adiuster 1.00

Base DRG Payment $ 10,154.95
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