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Inpatient Pricing Examples

Pricing Methodology Background

Effective for inpatient dates of discharge on or after October 1, 2015, The Michigan
Department of Health and Human Services (MDHHS) converted the inpatient
reimbursement episode of care grouping structure from Medicare Severity Diagnosis
Related Groups (MS-DRG) to All Patient Refind Diagnosis Related Group (APR-DRG) as
defined in policy bulletin MSA 15-30 . The APR-DRG that is stamped on the claim can
be viewed within CHAMPS claim inquire on the claim header detail screen, as well as on
the Remittance Advice. Examples below are priced using APR-DRG pricing methodology
and exclude patient pay, other insruance information, co-pays, or any capitol costs. The
Claim Adjustment Reason Codes (CARC) and Remittance Advice Remark Codes
(RARC) are listed next to each example. These are listed on the Remittance Advice to
notify providers how the claim was reimbursed if applicable.

DRG Claim

Billing NPI provider rate x APR DRG Weight = DRG Base Rate *note this calculation is used
below for other DRG calculations

Example: (NPI Rate) $4049.00 x (DRG 0431) .7857 =$ 3,181.30

High Cost Outlier CARC 70 (Cost Outlier-Adjustments to compenstate for additional
costs)

DRG Base Rate + [(TCN covered charges x Billing NPI cost to charge ratio) - (Cost
Threshold**)] x 85% = High Cost Ouitlier for claim

**Threshold= $35,000 or 2x DRG (whichever is greater)

Example: $29,473.09 (DRG Base rate) + ($74,913.84 — $58,946.18) = $15,967.66 X
85%= $13,572.51 (High Cost Outlier) $29,473.09 +$13,572.51 = $43,045.60

Low Day Outlier CARC 69 (Day Outlier Amount)

DRG Base Rate $54,616.08 (DRG 0054 low day 12)
TCN covered charges x hospital cost to charge ratio = Low day outlier

Example: $60,000.00 x 0.349 = $20,940.00 (5 days billed) *We pay the lower of the lower
of the low day outlier / DRG Base Rate
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http://www.michigan.gov/documents/mdch/MSA_15-30_498742_7.pdf
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Transfers RARC N442 ( Payment based on an alternate fee schedule )

DRG Base rate divided by average length of stay for DRG that is stamped on the claim =
PerDiem. Per diem x days billed

Example: $5038.45 divided by 6.64 (DRG 0803) = 758.80 x 1 day = $758.80

Cost to Charge Ratio RARC N442 (payment based on an alternate fee schedule)

TCN covered charges x Inpatient Cost to charge ratio ( DRG 001,2,5,6,7,8,10,14,16 and
17)

Example: $250,000.00 x 0.553 = $138,250.00

Transplant

TCN submitted charges (less organ acquisition) x Billing NPI cost to charge ratio =
hospital payment + 100% of acquisition cost ( Limted to the following transplant DRGs;
001X, 002X, 006X, 440X)

Example: $1,689,229.52 (less organ charge $110,00.00 DRG 001) = $1,579,229.52 x
0.336= $530,621.12 = $110,000.00 = $640,621.12

Alternate Weights RARC B22 (This payment is based on the diagnosis 580x-640x)

Neonatal Intensive Care Unit (NICU) with revenue code 0174 on the claim
Billing NP1 DRG rate x alternate weight rate for DRG that is stamped on the claim

Example : $4,081.00 x .2.452 (DRG 6212 alternate weight rate) = $10,006.61

Website Resources:

MDHHS DRG Prices & Per Diem Rates:

http://www.michigan.gov/documents/HospitalPricesInternet Update 110504 109155 7
XLS

DRG Groupers:
http://www.michigan.gov/documents/DRG Groupers-9-2004 103440 7.xls
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