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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 

 
State of MICHIGAN 

 
Methods and Standards for Establishing Payment Rates 

Inpatient Hospital Care 
 

Each hospital's data for the formula will be taken from hospital cost reports for cost periods ending during 
the second previous state fiscal year. 
 

1. (Hospital Title XIX Outpatient FFS Payments)+ / (Hospital Title XIX Outpatient 
FFS Charges) = (Hospital Title XIX Outpatient Payment to Charge Ratio) 
 

2. (Hospital Uncompensated Outpatient Charges)- (Hospital Uncompensated 
Outpatient Payments) = (Net Hospital Uncompensated Outpatient Charges) 

 
3. (Hospital Title XIX Outpatient Payment to Charge Ratio) •  X (Net Hospital Uncompensated 

Outpatient Charges) = (Net Hospital Outpatient Uncompensated Title XIX Equivalent 
Payments) 

 
4. (Net Hospital Outpatient Uncompensated Title XIX Equivalent Payments)+  / (2:  ∑ of all Net 

Hospital Outpatient Uncompensated Title XIX Equivalent Payments)= (Outpatient 
Uncompensated DSH Hospital Pool Factor) 

 
5. (Outpatient Uncompensated DSH Hospital Pool Factor) •  X (Outpatient Uncompensated 

DSH Pool Component Amount) = (Outpatient Uncompensated DSH Hospital Pool 
Component Payment) 

 
BEGINNING IN FY 2015, $5,000,000 OF THE LARGE-URBAN COMPONENT OF 
THE POOL WILL BE DISTRIBUTED TO REWARD AND INCENTIVIZE 
HOSPITALS PROVIDING LOW COST AND HIGH QUALITY MEDICAID 
SERVICES. THE MEDICARE VALUE BASED PURCHASING (VBP) 
ADJUSTMENT FACTOR WILL BE OBTAINED ANNUALLY FROM THE 
FEDERAL REGISTER. EACH HOSPITAL’S RESPECTIVE PAYMENT FROM 
THE $5,000,000 POOL COMPONENT WILL BE CALCULATED AS FOLLOWS: 

• (HOSPITAL’S OUTPATIENT UNCOMPENSATED DSH HOSPITAL POOL 
FACTOR) X (HOSPITAL’S VBP ADJUSTMENT FACTOR) = (HOSPITAL’S 
OUTPATIENT UNCOMPENSATED DSH VALUE ADJUSTMENT FACTOR) 

• (HOSPITAL OUTPATIENT UNCOMPENSATED DSH VALUE ADJUSTMENT 
FACTOR)/(∑ALL HOSPITAL OUTPATIENT UNCOMPENSATED DSH VALUE 
ADJUSTMENT FACTORS) X (TOTAL POOL AMOUNT) = (OUTPATIENT 
UNCOMPENSATED DSH VALUE PAYMENT) 

 
Payments to individual hospitals will be limited to the room available under each hospital's 
specific DSH ceiling.  If payments calculated for individual hospitals exceed that hospital's 
DSH ceiling, the amounts in excess of the ceiling will be placed back into the pool.  These 
amounts will then be reallocated to the remaining hospitals in the pool which have not 
exceeded the room available under their individual hospital DSH ceiling based on the formula 
above.  This process will be repeated as many times as necessary to expend all funds in the 
pool. 

 
h.  Harper University Hospital DSH Pool 
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Effective for FY 2014, a one year DSH pool will be established totaling $9,994,952 to be 
distributed to Harper University Hospital.  This pool will be used to reduce uncompensated care 
the hospital incurs delivering newborns at that location.  Harper University Hospital is the largest 
Medicaid birthing hospital in the state, performing over 3,800 Medicaid newborn deliveries.  This 
equates to 8% of all Medicaid deliveries in the State. 

 
3.  Public Hospitals DSH Sunset Provision 
 

Medicaid DSH payments to public hospitals are made up to the public hospital DSH ceiling as 
permitted by current federal regulations. 

 
These payments are authorized to continue through September 30, 2005. The state may submit 
state plan amendments effective after September 30, 2005 that re implement the current payment 
structure or different payment methodologies. 
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