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Attachment 4.19-A
Page 35

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

Methods and Standards for Establishing Payment Rates — Inpatient Hospital Care

Payment Schedule

Payments will be made only after the department has received approval for this
policy from the Centers for Medicare & Medicaid Services. Once approval has
been received, the initial payment will be made within 45 days. Subsequent
payments will be made within 45 days of the beginning of each quarter. Quarterly
payments will be made in four equal installments based on the annual amount
each hospital is eligible to receive.

If a hospital closes, or is determined ineligible to receive funds from a pool, its
funds will be redistributed to the remaining eligible hospitals based on the original
distribution formula. All funds from both inpatient hospital pools will be distributed
to eligible hospitals.

VI. Special Payment Adjustments

Effective August 1, 2007and each subsequent fiscal year, the Department is
directed to reduce hospital payments in each respective fiscal year. These
reductions are pursuant to the Governor's Executive Orders No. 2001-9, 2002-22,
2005-07 and to budgetary savings included in Act 330 of 2006 and in subsequent
annual appropriation Acts.

A calculated share of the total annual reduction will be assessed to all hospitals
and units operating and enrolled in the Medicaid program on the date the E.O.
reductions are processed. A hospital’'s annual reduction will be based on its
inpatient hospital paid claims for hospital admissions from October 1 to September
300f the second previous fiscal year. (The same paid claims file is used to
calculate the hospital MAC! payments and the E.O. reductions for the fiscal year.)
Paid claims include title V, TXIX, and Title V/XIX inpatient hospital claims. A
hospital's share of the annual reduction is calculated by dividing the total of its paid
claims by the total of the paid claims for all affected hospitals times the total
amount of funds to be recovered.

Merged hospitals have their reductions combined. Reductions are taken from the
surviving hospital. Should a hospital or distinct part unit close prior to the end of
the fiscal year its reduction becomes part of the hospital's final settlement.

Each hospital’s paid claim file is reviewed and appealed at the time the data are
submitted with the hospital’s cost report. No further appeal of the inpatient hospital
paid claims data will be allowed. These reductions are included in the hospital’s
settlement.

Each hospital’s share of the reductions is made by gross adjustment to the
hospital's inpatient hospital Medicaid ID number. Recoveries are taken from the
hospital’'s payments until the E.O. Reductions are complete.
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