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DEPARTMENT OF HEALTH AND HUMAN SERVICES
Centers for Medicare & Medicaid Services

7500 Security Boulevard, Mail Stop $2-26-12

Baltimore, MD 21244-1850

([CMS

CENTERS FOR MEDICARE & MEDICAID SERVICES
CENTER FOR MEDICAID & CHIP SERVICES

Financial Management Group

FEB 10 2016
Mr. Chris Priest, Director
. Medical Services Administration
Department of Community Health
400 South Pine
Lansing, MI 48933

RE: Michigan State Plan Amendment (SPA) 15-0014

Dear Mr. Priest.;

We have reviewed the proposed amendment to Attachment 4.19-A of your Medicaid State plan
submitted under transmittal number (TN) 15-0014. Effective for services on or after October 1,
2015, this amendment updates inpatient hospital rates through a diagnosis related group update

and assigned relative weight update.

We 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 the Social Security Act and the
regulations at 42 CFR 447 Subpart C. We hereby inform you that Medicaid State plan
amendment 15-0014 is approved effective October 1, 2015. We are enclosing the HCFA-179 and

the amended plan pages.

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

Sincerel

Kristin Fan
Director

Enclosure



DEPARTMENT OF MEALTH AND HUMAN SERVICES FORM APPROVED
HEALTHCARE FINANCING ADMINISTRATION OMB NO, 0338-0193

1. TRANSMITTAL NUMBER: 2. STATE:
TRANSMITTAL AND NOTICE OF APPROVALOF | . Michiaan
STATE PLAN MATERIAL B S T Lt
FOR: HEALTH CARE FINANCING ADMINISTRATION 3 %@%ﬁm fgﬁ{g@g{ﬁ},’g TITLE XIX OF THE SOCIAL
. TITLE XIX OF THE SOCIAL SECURITY ACT (MEDICAID)
TO:  REGIONAL ADMINISTRATOR 4. PROPOSED EFFECTIVE DATE
HEALTH FINANCING ADMINISTRATION October 1, 2015
DEPARTMENT OF HUMAN SERVICES
"WP“—*—"!—F“—“GT's. E OF PLAN MATERIAL {Check Onej:
[] NEW STATE PLAN [J_AMENDMENT TO BE CONSIDERED AS NEW PLAN <] AMENDMENT
COMPLETE BLOCKS 6 THRU 10 IF THIS IS AN AMENDMENT (Separate Transmittal for each amendment)
"6. FEDERAL STATUTE/REGULATION CITATION: 7. FEDERAL BUDGET IMPACGT:
42 CFR 447 a. FFY 2015 $0
. - b. FFY 2016 S0 L
8. PAGE NUMBER OF THE PLAN SECTION.OR ATTACHMENT; | 8. PAGE NUMBER OF THE SUPERSEDED PLAN SEGTION
Attachment 4.19-A, Pages 3,4,5,6,7.8,82,8,10,11,12,13, OR ATTACHMENT (/f Applicable):
14,15,16,162,17,18,19,20,20a Attachment 4.19-A, Pages 3,4,5,6,7,8,82,9,10,11,12,13,
14,15,16,16a,17,18,19,20,20a
Delete Atiachment 4.19-A Appendix A Pages 1-30

~10. SUBJECT OF AMENDMENT:
Establish Inpatient Hospital Reimbursement Grouper System

11. GOVERNOR'S REVIEW (Check Ono):

[] GOVERNOR'S OFFICE REPORTED NO COMMENT OTHER, AS SPECIFIED:
] COMMENTS OF GOVERNOR'S OFFICE ENCLOSED Chris Priest, Director
] NO REPLY RECEIVED WITHIN 45 DAYS OF SUBMITTAL Medical Services Administration
12. SIGNATUE OF STATEZ/ AGENCY OFFICIAL: 6. RETURN TO:
7 Medical Semii;:ies Agmlnish'ation
j Actuarial Division - Federal Liaison
Chris Priest Capltol Commons Center - 7™ Floor
14T ) - 400 South Pine
Director, Medical Services Administration Lansing, Michigan 48933
5. DATE SUBMITTED:

Movember 12, 2015 Attn: Erin Black
' L FOR neelmam. OFFICE USE ONLY:

77. DATE RECEIVED:

FORM HCFA-179(07-52) Instructions on Back
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Appendix A
Page 1
STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of MICHIGAN

Methods and Standards for Establishing Payment Rates
Inpatient Hospital Care
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TN NO.: 15-0014 Approval Date:FEB 1 0 2016 Effective Date: 10/01/2015
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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

0 | o1 1 | 86
34 o4 3.5667% 1467 2 50
32 o4 17604 6:3% 1 66
33 & 44848 3:82 1 50
34 4 6:2910 46-06 3 &6
356 [ak3 28705 681 4 50
36 o4 1.8288 348 4 &6
37 84 43256 14438 3 &80
38 o4 4.8002 533 1 59
39 &4 44084 226 4 50
40 - o4 38280 1366 2 56
44 o4 40984 o4 4 &0
42 04 1.6986 347 1 50
82 84 2:0328 %38 1 &8
83 84 £:8006 330 1 508
84 o4 1.8962 6856 2 50
&5 o4 43797 521 3 50
&6 o4 1-8826 8.68 3 50
va o84 10445 4.83 3 50
58 o4 15872 8.60 2 50
58 o4 107484 561 4 50
80 84 0-8736 428 4 50
84 04 36642 10.57 3 50
82 o4 2141446 863 4 &6
83 o4 18273 347 2 50
84 04 23942 826 &3 86
65 o4 14766 619 2 &0
86 o4 44404 4.02 3 80
67 o4 25212 649 1 50
FEB 10 2016 .
TN NO.: 15-0014 Approval Date: Effective Date: 10/01/2015

Supersedes
TN No.: 15-0002
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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

68 o4 42114 3 | 4 50
69 o1 08423 342 | * 50
70 ot 1.6650 754 | 4 50
FZ] o1 13073 649 | 1 50
) of 0.8940 370 | % 50
73 ot 14428 707 | % 50
74 of 06213 463 | 4 50
75 o1 1.0014 445 | 4 50
75 o1 0.6333 324 | % 50
= o1 1.6856 645 | 4 50
78 o7 1.0838 540 | 2 50
79 o1 07484 331 | 4 50
80 ot 1.0323 395 | ¢ 50
81 o1 07585 265 | 4 50
82 o1 25818 870 | 4 50
83 o1 15014 654 | 4 50
84 oF 0.9926 293 | 1 50
85 o1 28486 | 1446 | * 50
854 | of 4.0028 804 | 1 50
86 o1 1.3353 542 | 1 50
864 | of 11980 435 | 4 50
87 o1 0.8240 307 | # 50
874 | o4 0.5315 204 | 1 50
88 o3 16840 588 | 4 50
881 | of 0.4531 300 | 2 50
89 o1 0.9079 343 | # 50
894 | o4 0.6987 188 | 14 50
) o1 07672 202 | 4 50
901 | oF 0.4774 150 | % 50
ot ot $.8490 734 | 4+ | &0

TN NO.: 15-0014

Supersedes
TN No.: 15-0002

Approval Date: FEB 1@ Zme Effective Date: 10/01/2015
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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
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TN NO.: 15-0014 Approval Date: FEB 10 2016 Effective Date: 10/01/2015
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TN No.: 15-0002
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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

Low b
1| 80
132 03 43225 256 4 80
133 83 14790 628 4+ &0
134 83 0:8085 243 3 &0
136 03 20869 74 2 50
136 a3 44564 347 4 50
137 o3 13004 486 4 &0
138 83 0-7681 302 4 &6
138 o3 11648 256 31 56
46 03 2-3897 8:25 2 56
147 o3 45804 =72 3 50
148 03 08032 3.84 1 80
148 83 07843 332 + 80
450 83 43242 45 2 80
164 83 06721 329 4 =]
162 o3 1.0091 4.58 4 &0
1521 a3 0:6495 3+ 4 &0
153 83 85343 242 4 &6
1534 03 03818 240 1 80
154 83 44549 834 1 80
186 03 08658 401 1 80
456 83 06352 304 4 50
157 83 41356 516 4 &0
168 83 07076 38 4 50
459 83 06188 270 4 &0
163 94 47588 1626 2 06
484 04 30918 1027 2 50
485 04 1.8659 6:02 2 50
166 84 38842 1385 3 - 60
TN NO.: 15-0014 Approval Date: wﬁ Effective Date: 10/01/2015

Supersedes
TN No.: 15-0002



State of MICHIGAN

Attachment 4.19-A
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

Methods and Standards for Establishing Payment Rates

Inpatient Hospital Care

168 04 SURG [Otherresp-system-0-R-procedures-wio-CC/MCC 14994 585 2 50
175 04 MEDR Pulmonary-embelism-w-MCG 47782 il 2 50
178 04 MED Puimenary-embelism-wio-MCC 14346 &-30 3 50
& rard 04 MED |Respiratory-infections-&-inflammations wMCC 22754 40.22 2 &0
178 04 MED |Respiratery infoctions-&-inflammations wCC 1.8429 780 £ 80
179 04 MED Respiratory-infections-8-inflammations-wio CC/MGCG 14644 874 4 50
180 04 MED |Respiratory-necplasms-w-MCC 18266 848 2 50
4181 04 MED [Respiratery-neeplasms-w-CC 414881 848 1 50
482 04 MED [Respiratory-neoplasms wio-CC/MCC 44444 4.65 4 50
483 84 MED Major-chestrauma-wMCC 4.2548 650 4 &0
484 o4 MED MajorchestiraumawCC 48745 358 41 50
485 04 MED Majorchestirauma-w/o CC/MCC 07227 273 4 80
488 04 MEDR Pleural-effusionw-MGCGC 46782 il 2 50
187 04 MED |Pleural-effusion-wCC 12873 &34 4+ &80
4188 04 MED |Plouraleffusionw/o-CC/MCC 29190 407 4 50
188 04 MED Rulmenary-edema-&-respiratoryfailure 15195 647 4 &0
190 24 MED [Chronic-obstructive-pulmonary-disease-w-MCC 41864 564 3 56
1904 04 MED Chronic-obstructive-pulmonary-disease-w-MCGC 44250 643 4 50
194 04 MED  (Chronic-obstructive-pulmonary-disease-w-CC 09498 457 ER &0
1944 04 MED (Chronic-obstrusctive-pulmonary disease-w-CC 410892 875 1 50
482 04 MED [Ghronic-obstrustive-pulmonary-disease-wo-CCIMGGC 07204 366 1 &0
1921 04 MED  [Chronic-ebstructive-pulmenary-disease-wie-CC/MCC 8:5124 272 4 80
4183 84 MEDISmple-pﬂeumeme—&-plemsy-w-MGG 4.5050 682 2 80

04 2 50

04 1 50

04 1 80

04 1 50

84 4 &0

84 2 .. 50

TN NO.: 15-0014

Supersedes
TN No.: 15-0002

FEB 10 2016

Approval Date:

Effective Date: 10/01/2015
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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

107 | o4
488 04 1 50
4989 04 4 50
200 04 1 50
204 84 ER 50
202 04 3 50
2004 | 04 7 | 50
203 04 kS 50
2031 | o4 7 | 50
204 04 4 50
2041 | 04 7 =)
205 84 4 50
208 04 L3 50
267 | o4 5 | &0
208 | 04 F | 50
215 05 1 50
216 | 05 7z | 56
217 | o5 2 | s0
218 | 05 4+ | s0
210 | o5 4 | s0
220 | o5 3 | 50
221 05 3 80
222 fal=y 3 &0
223 | 05 2 | s0
224 05 L 50
TN NO.: 15-0014 Approval Date: FEB 10 2016 Effective Date: 10/01/2015

Supersedes
TN No.: 15-0002
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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

225 85 57240 592 4 50
226 | 05 72445 | 44 | 2 | 5
224 85 517792 471 1 50
228 | 05 84946 | %62F | 4 | 0
26 | 66 57786 | 4033 | 2 | 50
230 05 37969 624 4 850
234 05 69914 14.67 2 50
232 85 60844 4067 23 50
233 25 70855 15.83 5 50
234 g5 48770 4075 8 50
235 @5 57232 12,60 4 50
236 05 38421 87 4 50
237 05 8:8342 1416 2 80
238 05 32750 %20 1 50
239 85 52365 1938 4 80
240 05 3.2661 1299 3 80
244 05 1.6209 32 2 50
242 g5 4.8721 1424 1 50
23 | G5 34965 | 296 | & | &
244 05 24946 411 1 50
245 05 51847 505 4 50
248 85 36421 857 1 50
247 fal) 24529 303 4 50
248 a1 30368 558 1 50
249 05 24611 349 1 50
250 05 39723 40.50 L 50
B
TN NO.: 15-0014 Approval Date: FEB 10 2016 Effective Date: 10/01/2015

Supersedes
TN No.: 15-0002
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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

05 50
o8 &0
0s &6
05 50
o5 50
05 50
o5 50
05 50
05 50
05 50
85 195636 679 4 &0
05 14370 556 4 50
263 05 SURG Meinligation-&-stripping 14987 433 = &0
284 fal: SURG [Other-circulatory system O-R-procedures 24367 10.64 2 50
265 Q5 SURG AICD-Lead-Rrocedures 22188 547 1 50
266 Qs SURG ENDOVASCULAR CARDIAGVALVE RERLACEMENT L 88920 840 3 50
MCC
267 05 SURG [ENDOVASCULAR-CARDIAC-VALVE-RERPLACEMENTW/O| 87517 500 4 50
MGG
280 05 MED Acute-myoecardial-infarstion.-discharged-alive-w-MGGC 22388 +65 4 50
284 05 MED |Acute-myecardial-infarction-discharged-alive-w-CC 14723 498 1 50
282 05 MED Asute-myocardia-infarction-discharged-alive-w/o CCIMCC 13361 308 1 50
283 25 MEB |Asute-myocardialinfarction-expired-w-MCC 30848 78 31 &6
284 0s MED Acute-myocardial-infarction-expired-w-CC 18234 664 3 50
285 fal:y MED Acute-myocardialinfarction-expired-wio-CC/MCC 0.6147 400 1 50
286 fal:3 MED [Cireulatory-disorders-except-AMI-w-card-cathwMCC 22800 844 4 80
287 a1 MEDB |Gireulatory-disorders-except-AML-w-card-cath-w/o-MCGC 43289 389 4 50
288 08 MED  |Acute-&-subacute-endocarditisw-MCC 3-6488 1463 2 80
288 fal 3 MEB |Acute-&-subacute-endocarditisw-CC 22577 4208 2 80
TN NO.: 15-0014 Approval Date: FEB 1 0 st Effective Date: 10/01/2015
Supersedes

TN No.: 15-0002
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State of MICHIGAN

Methods and Standards for Establishing Payment Rates
Inpatient Hospital Care
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TN NO.: 15-0014 Approval Date: FEB 10 2016 Effective Date: 10/01/2015

Supersedes
TN No.: 15-0002
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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
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TN NO.: 15-0014

Supersedes
TN No.: 15-0002

Approval Date: FEB 10 2016 Effective Date: 10/01/2015
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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

2 56
357 08 2-1462 8.08 4 50
3568 06 44814 474 1 50
368 o6 4-8207 748 2 &6
368 06 42336 516 4 80
376 086 08277 368 4 80
34 06 1-8677 878 2 50
372 08 42427 842 4 50
373 08 0-8695 448 4 50
374 66 21257 872 1 50
376 08 46024 897 3 58
376 08 13976 808 4 80
377 08 48420 48 1 50
378 08 40725 445 1 56
379 08 07827 318 3 50
380 08 48843 = 1 &0
384 06 11438 525 2 80
382 o6 0-8808 3-88 4 50
383 08 4320809 542 2 50
384 06 88373 386 4 &0
385 08 49362 10:07 2 50
386 06 40865 584 2 50
387 08 07862 444 4 80
388 08 44805 %83 2 86
389 08 40466 556 4 50
386 08 0-6788 353 4 50
394 08 14262 545 3 80
382 08 0-7160 344 4 50
383 08 45730 12 1+ |- 86

TN NO.: 15-0014 Approval Date: FEB E @ zme Effective Date: 10/01/2015

Supersedes
TN No.: 15-0002
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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
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TN NO.: 15-0014 Approval Date:FEB E @ zmﬁ Effective Date: 10/01/2015

Supersedes
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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

High
437 o7 4108 459 1 56
438 o7 192092 g4 2 56
439 o7 4.0264 547 4 50
445 o7 o444 384 41 56
441 22 21048 8:62 4 50
442 o7 40658 545 4 50
443 o7 07376 378 3 50
444 (a¥a 176868 +25 4 50
445 o% 1244+ 481 4 50
446 o7 0-8002 383 4 59
453 o8 8718 1730 4 86
454 o8 4.6510 843 3 &0
455 o8 25604 334 3 50
456 08 72076 14448 4 50
457 o8 68970 +47 3 50
458 08 538746 467 2 50
458 o8 57715 1042 3 &0
4680 08 33422 384 4 &80
4684 o8 74465 18.00 6 =]
462 o8 3-3865 494 3 &6
483 08 59104 20-5¢ 3 51
484 08 26880 1404 2 86
465 o8 18663 589 4 80
486 08 45567 4346 4 &0
467 08 31108 5.80 2 7| &6

TN NO.: 15-0014 Approval Date: FEB E- @ 20'!8 Effective Date: 10/01/2015

Supersedes
TN No.: 15-0002
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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

3+ | 60
489 08 33804 869 3 50
470 08 22032 401 2 50
474 08 44749 1044 4 50
472 08 27080 4.48 4 50
413 08 4.8893 2-02 1 50
474 08 42544 14.85 3 50
475 08 2-0823 8.82 4 50
476 08 44848 457 4 50
477 08 2-:8808 1524 4 50
478 08 24400 918 1 50
479 08 46532 580 1 50
480 o8 3-:6843 40.88 2 50
4801 08 48049 495 2 50
481 08 24538 765 2 50
4844 08 16955 395 1 50
482 o8 48473 428 4 50
4824 08 4.2497 2687 4 50
483 08 20378 232 4 50
484 08 50000 000 0 o}
485 08 33855 4290 4 50
486 08 24680 977 2 50
487 08 44487 4.59 1 50
488 08 48302 538 4 50
488 08 126843 2148 1 50
490 08 0-0000 0:00 s} 8
TN NO.: 15-0014 Approval Date: FEB 10 2016 Effective Date: 10/01/2015

Supersedes
TN No.: 15-0002
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STATE PLAN UNDER TITLE XiIX OF THE SOCIAL SECURITY ACT
State of MICHIGAN

Methods and Standards for Establishing Payment Rates
Inpatient Hospital Care

Siative “Low | High
eight - Day | Day
00000 ]
492 31663 3
4921 12447 4
493 20884 4
1
4
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TN NO.: 15-0014 Approval Date: FEB 1 0 2016 Effective Date: 10/01/2015

Supersedes
TN No.: 15-0002
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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

08 50
514 08 09573 287 1 50
515 08 35518 1076 4 50
518 08 24943 800 1 50
-tira 08 20644 385 4 50
518 08 28928 679 1 50
5419 08 47553 463 4 50
520 08 40399 219 L3 50
533 08 43524 500 2 50
534 08 0-8025 332 1 50
535 08 20732 894 4 50
536 08 09787 4.52 1 50
534 08 10484 00 s 50
538 08 07658 180 4 50
536 | 08 30937 | 404 | # | &0
549 08 12740 02 4 50
541 08 0:9824 509 1 50
542 08 32083 4494 3 50
543 Q8 45212 84+ 4 80
544 08 085642 4.27 1 50
845 08 27145 4403 2 50
546 08 4.2826 584 4 50
547 08 88404 382 1 50
548 a8 24508 1008 3 50
549 08 12575 694 4 50
560 | 08 07116 367 | + | 50

TN NO.: 15-0014 Approval Date: FEB 1 & 2016 Effective Date: 10/01/2015
Supersedes

TN No.: _15-0002
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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
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TN NO.: 15-0014 Approval Date: FEB 1§ 2016 Effective Date: 10/01/2015

Supersedes
TN No.: 15-0002
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State of MICHIGAN

Methods and Standards for Establishing Payment Rates
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TN NO.: 15-0014

Supersedes
TN No.: 15-0002

Approval Date: FEB E@ 2016 Effective Date: 10/01/2015
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STATE PL.AN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of MICHIGAN

Methods and Standards for Establishing Payment Rates
Inpatient Hospital Care

............ , Day
818 40 4-8282 700 ra 80
6819 10 23924 733 2 50
620 10 24572 3.58 1 50
621 40 20667 218 1 50
822 10 42394 1254 3 50
823 40 4.6810 823 2 50
624 10 16182 840 4 50
825 10 25377 4400 3 50
826 10 4-4316 304 1 50
82% 10 404490 486 1 50
628 10 34952 12.08 2 50
620 10 22243 8980 2 80
830 10 4.56695 578 1 80
637 10 14788 847 4 50
638 10 88122 403 4 50
639 10 05825 288 1 50
840 10 406822 499 4 50
8404 40 4.0364 827 1 80
844 40 0:8303 3684 4 50
8411 10 04764 344 1 50
842 40 29637 40.24 2 80
84214 40 14792 8:03 1 50
643 40 48300 8.05 1 50
844 40 40652 564 4 50
845 10 04452 349 4 50
852 14 8-+7484 425 4 80
653 14 4.5360 1523 2 50
654 | o 290235 | 4648 | 1 | &0
855 1+ 20383 84+ 1 80
TN NO.: 15-0014 Approval Date: _FEB 10 2018 Effective Date: 10/01/2015

Supersedes
TN No.: 15-0002
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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
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Supersedes
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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

Day | Day
692 4 MEB Urinary-stones-w-eswlithotripsy-wio-CCIMCC 09242 200 4 &0
693 H MED  [Urinary-siones-wio-esw-lithetripsy wMGGC 12069 441 1 50
694 14 MED  {Urinary-stones-wio-eswithotripsy-w/e-MCC 07547 268 4 80
805 14 MED [Kidney-&-urinarytractsigns-&-symploms-w-MCC 87348 338 4 &0
896 “ MEDR |Kidney-&-urinary-tract-signs-&-symptoms-w/o- MGG 0.6865 324 4 50
897 4 MED |[Urethral stricture 13233 244 E 50
698 41 MED |Otherkidney-&-urinary-tract-diagnoses-w-MGG 44813 705 4 50
898 +H MED [Otherkidney-&-urinary-tract-diagnoses w-CGC 40008 486 3 50
700 “ MED Otherkidney-&-urinary-tract-diagneses-w/o CC/MCC 27587 3.60 4 50
707 12 | SURG Majer-male-pelvic-proceduresw-CGIMGC 22588 548 4 80
708 12 | SURG Majermale-pelvicprocedures-w/e-CCMCGC 4.5338 292 1 &0
708 42 | SURG [Penis-procedures-w-CCMGCG 47822 7-48 1 &0
##o 12 | SURG |Penis-procedures wic CCIMCC 9:8892 2.60 4 &0
ik 12 SURG Hestes-proceduresw-CC/IMCC 48126 647 4 50
12 12 | SURG [Testes-procedures-wio CCMCC 08479 226 4 80
“3 42 SURG [Fransurethral-prostatectomy-w-CGIMGCC 45866 688 1 50
4 32 08631 178 4 50
H“s 12 27001 9:20 6 50
+6 42 4-6660 3+#5 4 &9
“Hr 12 3:048% 1286 =2 &0
8 42 4:2029 460 2 =
722 12 MED Malighaney-male-reproductive-system-w-MGCG 25064 4433 42 50
23 42 MEDB Malignaney-male-reproductivesystem-w-CG 19084 678 2 80
724 12 MED Malignancy—male-reproductive-system-w/e-CC/IMCC 1.0654 3.88 1 &0
25 42 MED 'Bemga-pFestat&e-twpemephy—w-MCG j 0:6848 400 1 &6
+26 42 MED [Benign-prostatic-hyperirophy-wie-MCGC 40634 +060 4 50
27 12 MED |Inflammation-of the male reproductive-system w MGG 14024 544 4 50
»rt| 12 MED IInflammation-ofthe-male-reproductive-system-wMCC 0.9497 3.67 2 80
TN NO.: 15-0014 Approval Date:; FEB 1 @ 2015 Effective Date: 10/01/2015
Supersedes

TN No.: 15-0002



Attachment 4.19-A
Appendix A
Page 23

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State of MICHIGAN

Methods and Standards for Establishing Payment Rates

Inpatient Hospital Care

ht: 1 Bay | ‘Day
12 @3942‘ 268 ; .
7284 42 ' : :
ik 483+ | 484 | 4 | &0
730 | 42 05643 296 + =®
734 | 43 e - : -
735 | 43 1.4965 289 4 s
738 3 — :
- - 2.0378 +36 3 e
738 | 43 - - 2 .
= 25323 850 s
740 3 -
741 | 43 1.0348 254 . %
742 B . o : C
| 1.0620 226 %
744 | 13 1.6374 644 N =
i 162 | 300 | 4+ | 80
746 | 43 12448 443 + =
47 | 43 s s =
748 | 18 o = : G
= s 19388 667 * ®
750 | 43 0.9925 276 + &
il 21888 | 806 | 1 | 80
755 | 43 e s : :

756 | 43 — o : C

| 1.3849 660 2 [ e
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759 | 43 0.6210 287 | 4+ | &0
760 | 43 08322 367 | 4+ | %0
761 | 48 07524 298 | 4 | 50
765 | 44 69811 456 | 2 | &0
766 | 44 0.7644 335 | 2 | 0
767 | 44 0-8044 267 | 4 | &0
768 | 44 0.9677 424 | 4 | &0
768 | 44 16196 463 | 4 | 50
70 | 14 0.8142 246 | 4 | &0
4 | 44 06202 367 | + | %0
75 | 44 04783 245 | 4 | 50
76 | 44 0.6879 326 | 4 | %0
7 | 44 0.9842 237 | 4 | 50
s | 44 04727 38z | 4 | &0
79 | 44 0.505% 248 | 4 | 50
780 | 44 6.2995 208 | + | &0
781 | 44 5.6090 387 | 4+ | 50
782 | 44 0.5439 407 | 4+ | 0
789 | 45 0.2562 i78 | + | 50
7894 | 45 48802 | 4565 | 4 | &4
790 | 45 43730 | 4047 | + | 50
7904 | 45 0465+ | 3904 | 6 | 73
781 | 45 FRET 841 | 2 | 50
7914 | 45 30509 | 24656 | 4 | &2
792 | 45 0-3983 454 | 4 | 50
7921 45 20802 | 4320 | & | 50
793 | 45 0.5707 506 | 4 | 50
7931 | 45 20406 | 4056 | 2 | 50
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784 15 302 1 50
79414 45 544 2 80
785 15 252 1 50
99 18 4030 3 50
800 18 830 2 50
804 16 376 4 50
802 18 15868 3 52
803 16 8.80 2 50
804 18 496 4 50
808 18 948 2 &0
808 18 615 4 80
840 18 385 1 80
844 18 827 2 50
8444 16 6147 2 50
842 18 4-84 1 50
8124 16 359 4 850
813 18 425 4 50
814 16 11144 1 50
845 16 460 4 50
818 18 355 4 50
820 17 2878 2 84
824 17 4219 4 50
822 A4 4.59 4 50
823 | 47 4869 | + | 50
824 1z 1080 2 80
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825 | 47 4.9083 584 | 2 50
826 | 4% 8.5204 2383 | + 55
827 | % 33773 10.04 50
828 | 47 24507 5.43 50
820 | 47 26137 1008 | 2 50
830 | 47 1.2448 377 | 2 50
834 | 47 8.2087 2248 | 3 54
835 | 47 44500 1354 | 2 50
836 | 47 20475 748 | 7 50
83z | 47 5.6882 2058 | 5 51
8374 | 4z 2.8975 1084 | 3 50
838 | 47 2.4176 918 | 3 50
8384 | 47 2.2853 227 | 4 50
830 | 47 09970 558 | 2 50
8394 | 47 0.8672 452 | 4 50
840 | 47 37958 1345 | 2 50
841 | 47 1.904% 747 |+ 50
842 | 42 1.3335 516 | + 50
843 | 27 2.6640 1404 | 2 50
844 | 7 1.508% 731 | 2 50
845 | 47 0.8825 262 | # 50
846 | 47 1.9665 823 | 2 50
847 | 47 10317 428 | 4 50
848 | 47 0.8378 369 | 4+ | s0
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853 18 60433 1949 51
854 | 48 28886 | 4432 56
855 18 34946 14.08 4 50
856 18 44048 44-50 3 [:1a]
857 18 1-9229 845 2 50
858 | 48 34600 | 693 | + | 0
882 18 4.8863 862 2 50
863 18 09397 474 4 50
864 18 09989 4.68¢ 1 50
gead | 8 5430 | 23 | + | %
g5 | 8 4407 | 666 | ¥ | 0
8654 | 48 Gesia | 806 | 2 | %6
868 18 87476 342 4 50
8664 18 04364 288 4 50
87 | 48 26475 | 4086 | ¥ | 56
868 18 44954 575 3 50
889 18 OF137 446 4 50
g0 | e 50406 | 4675 | 5 | 56
874 18 18977 834 1 50
872 48 44452 556 4 50
876 18 4-5108 38 LS 80
880 19 07899 335 1 80
881 19 05720 3141 1 50
gez | 40 o780t | 430 | 7 | %
883 418 47448 885 4 50
gas | 40 oe4s7 | 438 | 1 |
885 | 49 06844 643 | + | 50
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864 69565 | 2221
902 25814 | 4204
803 35340 | 583
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805 48238 | +66
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969 25 SURG HM-w-extensive-O-R-procedure-w-MCC 50377 1768 2 80
876 25 SURG HM-w-extensive-O-R—procedure-w/o-MCC 24884 +86 3 50
974 26 MED HM-w-majorrelated-condition-w-MCGC 24870 H-86 1 &6
875 25 MED HIM-w-majorrelated-condition-w-CC 14056 +568 1 80
878 26 MED HBh-wmajorrelated-condition-wo-CC/MCC 0:8338 4.82 1 56
977 25 MED HM-w-orw/o-otherrelated-condition 414843 845 1 56
882 27850 843 2 &6
883 44000 809 4 80
884 27889 15.05 3 80
886 21388 40-00 1 50
8886 Q97237 2:00 2 &0
88+ 31604 1303 2 506
088 48715 8:84 2 &6
e8¢ 12304 4.72 3 50
898 00000 200 s} o
898 8:-0000 008 e 2]
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of MICHIGAN

Policy and Methods for Establishing Rates
Inpatient Hospital Services

For cost reporting purposes, the MSA requires each eligible hospital provider to submit periodic
reports which generally cover consecutive 12 month periods of operation. Inpatient and/or
outpatient cost reports must be filed within five (5) months of the end of the hospital's cost
reporting year. State owned hospitals must file cost reports within 180 days after the end of the
State's cost reporting year.

Extensions of the filing period may be granted when exceptional circumstances establish good
cause. If the hospital requests an extension in writing and documents the exceptional
circumstances prior to the date due, extensions may be granted up to a maximum of 30 days.
Failure to submit all necessary items and schedules will only delay processing and will result in
a reduction of payment or termination as a provider.

Hospitals that fail to submit cost reports as defined previously will receive a delinquency letter
from the MSA. If the cost report is not submitted within 30 days of the notice of delinquency, a
second notice of delinquency will be issued. If the cost report is not submitted within 30 days of
a second notice of delinquency, the provider's payments will be stopped. Restitution of
withheld payments will be made by the State agency after receipt, of an acceptable cost report.

B. Data Correction
Once a hospital report (e.g. cost, indigent volume, and/or data) has been reviewed and
provisionally accepted by the MSA, the hospital is notified in writing of the MSA's acceptance of
the report. The hospital then has thirty (30) calendar days in which to notify the MSA of any
errors or corrections to the report/data. After the 30 day notification period, the report is
deemed accepted by the MSA and shall be used to rebase or update the hospital payments as
appropriate.

Only those reports on file and accepted nine months prior to the beginning of a new rate period
are used for rebasing.

C. Audit
Audits are performed for Michigan inpatient hospital services provided after February 1, 1985 to
determine program cost for capital using Medicare Principles of Reimbursement.

Once any appropriate limits are applied, the capital cost is added to the amount approved as
payment for the program operating cost to obtain a total amount approved. The total amount
approved in a hospital's fiscal year is compared to the hospital's program charges. The lesser
of amount approved or charges is then compared to the amount actually paid throughout the
year to determine the amount overpaid or underpaid to the hospital.

M. Payment Determination

A REIMBURSEMENT FOR MEDICAL AND SURGICAL HOSPITALS FOR OPERATING
EXPENSES The BRG-reimbursement-for-operating-expenses-is:

TN NO.: 15-0014 Approval Da’tEEB E- @ 2016 Effective Date: 10/01/2015
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of MICHIGAN

Policy and Methods for Establishing Rates
Inpatient Hospital

1.

(Relative Weight x DRG-Price}+ OutlierP |
DESCRIPTION OF MEDICAL/SURGICAL EPISODE FILE

THE EPISODE FILE IS COMPRISED OF THE UNDERLYING DATA USED TO CALCULATE THE
STATEWIDE RATE, RELATIVE WEIGHTS, AND ALTERNATE WEIGHTS. THE COSTS
ASSOCIATED WITH EPISODES FROM THE EPISODE FILE ARE STANDARDIZED AS
DESCRIBED BELOW. THE EPISODE FILE IS COMPRISED OF TWO YEARS OF MEDICAID
AND CHILDREN'S SPECIAL HEALTH CARE SERVICES FEE FOR SERVICE (FFS) PAID
CLAIMS AND MANAGED CARE ENCOUNTERS.

EACH CLAIM OR ENCOUNTER FROM THE EPISODE FILE IS ASSIGNED A DRG VALUE
USING THE APR-DRG GROUPER IN EFFECT NATIONALLY ON OCTOBER 1 OF THE
APPLICABLE RATE YEAR. THE DATA ARE ADJUSTED TO:

ELIMINATE EPISODES FOR DUAL MEDICARE/MEDICAID ELIGIBLE BENEFICIARIES,
UNLESS PAID A FULL MEDICAID DRG.

ELIMINATE CERTAIN TRANSPLANTS AND LOW DAY OUTLIER EPISODES ASSIGNED TO
DRGS REIMBURSED BY MULTIPLYING A HOSPITAL'S OPERATING COST-TO-CHARGE
RATIO BY CHARGES.

ELIMINATE EPISODES WITHOUT ANY CHARGES OR DAYS.

ASSIGN ALTERNATE WEIGHTS FOR NEONATAL SERVICES. TWO SETS OF WEIGHTS
ARE CALCULATED FOR THE DRG CLASSIFICATIONS REPRESENTING NEONATAL
SERVICES (DRGS 580X-640X). THESE ALTERNATE WEIGHTS ARE CALCULATED
BASED ON EPISODES THAT ARE ASSIGNED TO ONE OF THESE DRGS AND INCLUDE
CHARGES FOR SERVICES IN A NEONATAL INTENSIVE CARE UNIT (NICU). THE
REMAINING CLAIMS ASSIGNED TO THESE DRGS ARE USED FOR THE BASE WEIGHTS.
NO OTHER ALTERNATE WEIGHTS ARE ASSIGNED.

LIMIT EPISODES TO THOSE FROM MICHIGAN HOSPITALS, INCLUDING HOSPITALS
THAT ARE NO LONGER IN OPERATION (PROVIDED THAT HOSPITAL COST REPORT
DATA IS AVAILABLE).

LIMIT EPISODES TO THOSE WITH A VALID DISCHARGE STATUS.

ELIMINATE EPISODES WITH A ZERO DOLLAR MEDICAID LIABILITY.

ELIMINATE EPISODES THAT QUALIFY FOR THE SHORT HOSPITAL STAY RATE.
DETERMINE THE LOW DAY TRIM POINT AND AVERAGE LENGTH OF STAY.

0 SEE THE RELATIVE WEIGHTS SECTION OF THE REIMBURSEMENT FOR MEDICAL
AND SURGICAL HOSPITAL SECTION OF THE STATE PLAN FOR ADDITIONAL
INFORMATION.

LIMIT EPISODES ENDING IN A TRANSFER TO ANOTHER ACUTE SETTING TO THOSE
WHOSE LENGTH OF STAY WAS AT LEAST EQUAL TO THE PUBLISHED AVERAGE
LENGTH OF STAY FOR THE DRG (SINCE DRGS 580X AND 581X ARE TRANSFER DRGS,
ALL TRANSFER COSTS ARE INCLUDED WITHIN THOSE DRGS).

INFLATE THE FIRST YEAR OF EPISODES TO THE SECOND YEAR THROUGH
APPLICATION OF AN INFLATION FACTOR DERIVED FROM IHS GLOBAL INSIGHT.
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¢ RECOGNIZE AREA COST DIFFERENCES BY DIVIDING THE CHARGES FOR EACH
HOSPITAL BY AN AREA WAGE INDEX.

0 SEE THE AREA WAGE INDEX SECTION OF THE REIMBURSEMENT FOR MEDICAL
AND SURGICAL HOSPITAL SECTION OF THE STATE PLAN FOR ADDITIONAL
INFORMATION REGARDING THE AREA WAGE INDEX.

e ADJUST CHARGES FOR HIGH COST OUTLIERS TO REMOVE THE AMOUNT PAID AS AN
OUTLIER.

0 SEE THE HIGH COST OUTLIER SECTION OF THE REIMBURSEMENT FOR MEDICAL
AND SURGICAL HOSPITAL SECTION OF THE STATE PLAN FOR ADDITIONAL
INFORMATION REGARDING COST OUTLIERS.

e THEADJUSTED COST FOR EACH EPISODE IS CALCULATED BY MULTIPLYING THE
ADJUSTED CHARGES FOR THE EPISODE BY THE INPATIENT OPERATING COST-TO-
CHARGE RATIO.

0 SEE THE COST-TO-CHARGE RATIO SECTION OF THE REIMBURSEMENT FOR
MEDICAL AND SURGICAL HOSPITAL SECTION OF THE STATE PLAN FOR
ADDITIONAL INFORMATION REGARDING COST-TO-CHARGE RATIOS.
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2. STATEWIDE DRG RATES

TWO STATEWIDE MEDICAL/SURGICAL HOSPITAL DRG RATES ARE DEVELOPED BY THE
STATE USING THE EPISODE FILE. FOR HOSPITAL DRG RATE SETTING PURPOSES, THE
MEDICAL/SURGICAL EPISODE FILE IS LIMITED TO THOSE HOSPITALS ENROLLED WITH
THE STATE AS OF OCTOBER 1 OF THE APPLICABLE RATE YEAR. TWO SEPARATE
STATEWIDE RATES ARE DEVELOPED: ONE RATE IS DEVELOPED FOR PROSPECTIVE
PAYMENT SYSTEM (PPS) HOSPITALS AND ANOTHER RATE IS DEVELOPED FOR
HOSPITALS DESIGNATED AS CRITICAL ACCESS BY CMS AS OF OCTOBER 1 OF THE
APPLICABLE RATE YEAR. IN THE EVENT A HOSPITAL STATUS CHANGES FROM PPS TO
CRITICAL ACCESS HOSPITAL (CAH), THE STATE RECOGNIZES THE HOSPITAL UNDER
CAH STATUS AS OF THE CMS EFFECTIVE DATE. THE REVERSE IS ALSO TRUE. IF A
HOSPITAL STATUS CHANGES FROM CAH TO PPS, THE STATE RECOGNIZES THE
HOSPITAL UNDER PPS STATUS AS OF THE CMS EFFECTIVE DATE. STATEWIDE RATES
ARE UPDATED ANNUALLY ON OCTOBER 1.

A BUDGET NEUTRALITY FACTOR IS INCLUDED IN THE HOSPITAL PRICE CALCULATION.
HOSPITAL PRICES ARE REDUCED BY THE PERCENTAGE NECESSARY SO THAT TOTAL
AGGREGATE HOSPITAL PAYMENTS USING THE NEW HOSPITAL PRICES AND DRG
RELATIVE WEIGHTS DO NOT EXCEED THE TOTAL AGGREGATE HOSPITAL PAYMENTS
MADE USING THE PRIOR HOSPITAL BASE PERIOD DATA AND DRG GROUPER RELATIVE
WEIGHTS. THE ESTIMATE IS BASED ON ONE YEAR'S PAID CLAIMS, INCLUDING MHP
ENCOUNTER DATA WITH FFS RATES APPLIED. THE CALCULATED DRG PRICES ARE
DEFLATED BY THE PERCENTAGE NECESSARY FOR THE TOTAL PAYMENTS TO EQUATE
TO THE AMOUNT PAID PRIOR TO THE CHANGE. BUDGET NEUTRALITY FOR CAHS IS
DETERMINED AS A GROUP, INDEPENDENT OF PPS.

HOSPITALS' FINAL DRG RATES ARE CALCULATED AS FOLLOWS:

e THE CASE MIX IS CALCULATED USING THE SUM OF ALL RELATIVE WEIGHTS
ASSIGNED TO EACH HOSPITAL'S CLAIMS DURING THE BASE PERIOD, DIVIDED
BY THE TOTAL NUMBER OF EPISODES FOR THE HOSPITAL DURING THE SAME
PERIOD.
THE CASE MIX INDEX ADJUSTED COST FOR EACH HOSPITAL IS SUMMED.
A HOSPITAL-SPECIFIC STANDARDIZED COST PER DISCHARGE IS COMPUTED.
O DIVIDE TOTAL ADJUSTED COSTS BY THE TOTAL NUMBER OF EPISODES.
¢ DIVIDE AVERAGE COSTS BY THE CASE MIX.
O MULTIPLY THE RESULT BY THE APPLICABLE INFLATION FACTOR TO
BRING COSTS TO A COMMON POINT IN TIME. COSTS ARE INFLATED
THROUGH THE RATE PERIOD. FOR EXAMPLE, FOR FY 2015 RATES,
COSTS ARE INFLATED THROUGH SEPTEMBER 30, 2016. INFLATION
FACTORS ARE OBTAINED FROM IHS GLOBAL INSIGHT.
= THE STATEWIDE RATE PER DISCHARGE IS THE WEIGHTED MEAN OF ALL
HOSPITAL-SPECIFIC STANDARDIZED COST.
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o THE STATEWIDE RATE IS ADJUSTED BY AN AREA WAGE INDEX AND BUDGET
NEUTRALITY FACTOR TO DETERMINE THE HOSPITAL'S FINAL DRG RATE.

IN DEVELOPING THE STATEWIDE DRG RATE, THE FOLLOWING DATA AND
CALCULATIONS ARE USED FOR EACH HOSPITAL.:

1) HOSPITAL'S ADJUSTED CHARGES;
2) INPATIENT COST-TO-CHARGE RATIO;
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3) HOSPITAL'S ADJUSTED COSTS (LINE 1 X LINE 2);

4) HOSPITAL'S EPISODES;

5) COST PER DISCHARGE (LINE 3/LINE 4);

8) HOSPITAL'S CASE MIX;

7) STANDARDIZED COST PER DISCHARGE (LINE 5/LINE 6);

8) ESTABLISH STATEWIDE RATE AS WEIGHTED STANDARDIZED COST PER
DISCHARGE ((SLINE 7 X LINE 4)/5 LINE 4);

9) HOSPITAL'S AREA WAGE INDEX:

10) APPLY BUDGET NEUTRALITY FACTOR; AND

11) HOSPITAL'S FINAL DRG RATE (LINE 8 X LINE 9 X LINE 10). THE DRG RATE IS
ROUNDED TO THE NEAREST WHOLE DOLLAR AMOUNT.

THE STATEWIDE RATES ARE LISTED ON THE STATE INPATIENT HOSPITAL WEBSITE
AT WWW.MICHIGAN.GOV/MEDICAIDPROVIDERS >> BILLING AND REIMBURSEMENT >>
PROVIDER SPECIFIC INFORMATION >> INPATIENT HOSPITALS.

3. RELATIVE WEIGHTS

MICHIGAN-SPECIFIC RELATIVE WEIGHTS ARE DEVELOPED UTILIZING THE ADJUSTED
COSTS FROM THE EPISODE FILE. THE AVERAGE COST FOR EPISODES WITHIN EACH
DRG IS CALCULATED BY DIVIDING THE SUM OF THE COSTS FOR THE EPISODES BY THE
NUMBER OF EPISODES WITHIN THE DRG. THE RELATIVE WEIGHT FOR EACH DRG IS
CALCULATED BY DIVIDING THE AVERAGE COST FOR EPISODES WITHIN EACH DRG BY
THE AVERAGE COST PER EPISODE FOR ALL EPISODES. A TABLE SHOWING THE
RELATIVE WEIGHTS, AVERAGE LENGTHS OF STAY, AND LOW DAY OUTLIER
THRESHOLD FOR EACH DRG IS AVAILABLE ON THE STATE INPATIENT HOSPITAL
WEBSITE AT WWW.MICHIGAN.GOV/MEDICAIDPROVIDERS >> BILLING AND
REIMBURSEMENT >> PROVIDER SPECIFIC INFORMATION >> INPATIENT HOSPITALS.
RELATIVE WEIGHTS ARE UPDATED ANNUALLY ON OCTOBER 1.

THE STATE ESTABLISHES ALTERNATE WEIGHTS FOR NEONATAL SERVICES FROM
EPISODES THAT ARE ASSIGNED TO ONE OF THE DRGS IN THE FOLLOWING RANGE:
580X-640X. THESE WEIGHTS ARE UTILIZED FOR SERVICES RENDERED IN A NEONATAL
INTENSIVE CARE UNIT (NICU). THE REMAINING CLAIMS ASSIGNED TO THESE DRGS ARE
USED FOR THE BASE WEIGHTS (NON ALTERNATE WEIGHTS). NO OTHER ALTERNATE
WEIGHTS ARE ASSIGNED.

TO ENSURE EACH RELATIVE WEIGHT ADEQUATELY REFLECTS RESOURCE UTILIZATION
FOR A PARTICULAR DRG IN THE STATE, THE STATE REQUIRES THAT EACH DRG HAVE A
MINIMUM OF 10 EPISODES. IF A DRG DOES NOT HAVE AT LEAST 10 EPISODES, AN
ALTERNATIVE SOLUTION 1S APPLIED AS FOLLOWS:

STATE-SPECIFIC RELATIVE WEIGHT METHODOLOGY:
° IF THE EPISODE COUNT FOR A DRG IS 10 OR MORE, USE THE RELATIVE WEIGHT
SETTING METHODOLOGY OUTLINED. OTHERWISE:

0 FOR SEVERITY LEVELS 1 THROUGH 3 WHERE THE TARGETED SEVERITY,
LEVEL IS EQUAL TO A:
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o |F THE EPISODE COUNT FOR THE NEXT GREATER SEVERITY
LEVEL IS 10 OR MORE, THE FOLLOWING CALCULATION IS
COMPLETED: (Ml DRG SEVERITYn+1 RELATIVE WEIGHT) X
(NATIONAL DRG SEVERITYN RELATIVE WEIGHT) / (NATIONAL DRG
SEVERITYn+1 RELATIVE WEIGHT) = (Mi RELATIVE WEIGHT
FACTORN)

e OTHERWISE, (NATIONAL DRG SEVERITY~n RELATIVE WEIGHT) X
(Ml CASE MIX FACTORN)

WMM%
Beds )
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0 FOR SEVERITY LEVEL 4: :

o |F THE EPISODE COUNT FOR THE PRIOR SEVERITY LEVEL {S 10
OR MORE, THE FOLLOWING CALCULATION IS COMPLETED: (Ml
DRG SEVERITYn.1 RELATIVE WEIGHT) X (NATIONAL DRG
SEVERITYnN RELATIVE WEIGHT) / (NATIONAL DRG SEVERITYn-1
RELATIVE WEIGHT) = (Ml RELATIVE WEIGHT FACTORN)

e OTHERWISE, (NATIONAL DRG SEVERITYn RELATIVE WEIGHT) X
(M1 CASE MIX FACTORN)

0 WHERE:

* (MI CASE MIX FACTORN) = SUM OF MICHIGAN SPECIFIC RELATIVE
WEIGHTS MULTIPLIED BY THE NUMBER OF EPISODES IF THE
NUMBER OF EPISODES IS 10 OR MORE DIVIDED BY THE SUM OF
NATIONAL RELATIVE WEIGHTS MULTIPLIED BY THE NUMBER OF
EPISODES IF THE NUMBER OF EPISODES IS 10 OR MORE.

e (MIALTERNATE WEIGHT CASE MIX FACTOR) = AVERAGE OF (Ml
ALTERNATE WEIGHT DRG SEVERITY) / (Ml DRG SEVERITY
RELATIVE WEIGHT) FOR DRGS WITH AN EPISODE COUNT OF 10
OR MORE.

FURTHER ADJUSTMENTS ARE NECESSARY IF THE RESULTING ADJUSTMENT
DESCRIBED ABOVE IS INCONSISTENT WITH MICHIGAN OR NATIONAL TRENDS
AND DATA.

0 EXAMPLE 1: IF AN EPISODE COUNT IS BETWEEN 10 AND 20 AND THE
ALTERNATE WEIGHT WOULD BE LESS THAN THE STANDARD RELATIVE
WEIGHT, BUT OTHER SEVERITY LEVELS ARE NOT CONSISTENT WITH
THIS, THEN APPLY THE NEXT SEVERITY LEVEL IMPUTING METHOD.

0 EXAMPLE 2: IF THE EPISODE COUNT IS BETWEEN 10 AND 20, THE STATE
MAY CONSIDER USING THE ALTERNATE WEIGHT CASE MIX FACTOR
APPLIED TO THE NATIONAL ALTERNATE WEIGHT IF THE ALTERNATE
WEIGHT 1S NOT CONSISTENT WITH OTHER SEVERITY LEVELS OF THE
SAME DRG.

O ALL RELATIVE WEIGHTS ARE SUBJECT TO REASONABLENESS TESTING.

RELATIVE WEIGHT TRIM POINTS:
THE FOLLOWING TRIM POINTS ARE ESTABLISHED FOR THE RELATIVE
WEIGHTING SYSTEM.

THE LOW DAY TRIM POINT IS USED TO DETERMINE WHETHER AN EPISODE
QUALIFIES FOR A LOW DAY OUTLIER AND IS ESTABLISHED AS FOLLOWS.
0 IF THE EPISODE COUNT FOR A DRG IS 10 OR MORE, THE LOW DAY TRIM
POINT IS SET TO THE 3RD PERCENTILE OF THE LENGTH OF STAY FOR
THE DRG.
0 |IF THE EPISODE COUNT FOR A DRG IS LESS THAN 10, THE LOW DAY
TRIM POINT 1S SET TO THE LESSER OF THE NATIONAL LOW DAY TRIM
POINT OR 3RD PERCENTILE OF LENGTH OF STAY FOR THE DRG.
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0 IF THE EPISODE COUNT FOR A DRG IS ZERO, THE LOW DAY THRESHOLD
IS SET TO THE NATIONAL LOW DAY TRIM POINT FOR THE DRG.
o THE AVERAGE LENGTH OF STAY (ALOS) IS USED TO PRICE CLAIMS EPISODES
INVOLVING A TRANSFER FROM A HOSPITAL AND IS ESTABLISHED AS FOLLOWS.
0 IF THE EPISODE COUNT FOR A DRG IS 10 OR MORE, SET THE ALOS TO
THE SIMPLE AVERAGE LENGTH OF STAY FOR THE DRG.
0 IF THE EPISODE COUNT FOR A DRG IS LESS THAN 10, SET THE ALOS TO
THE LESSER OF NATIONAL ALOS OR THE SIMPLE AVERAGE LENGTH OF
STAY FOR THE DRG. ‘
0 IF THE EPISODE COUNT FOR A DRG IS ZERO, SET THE ALOS TO THE
NATIONAL ALOS.
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4.  AREA WAGE INDEX

THE AREA WAGE INDEX DESCRIBED IN THIS SECTION IS USED TO DETERMINE
ADJUSTED HOSPITAL COSTS AS DESCRIBED IN THE EPISODE FILE SECTION. IN
ADDITION, IT IS USED TO ADJUST THE STATEWIDE RATE TO RECOGNIZE
VARIANCES IN AREA LABOR COSTS.

TO CALCULATE EACH HOSPITAL’S AREA WAGE INDEX, TWO YEARS OF MEDICARE-
AUDITED WAGE DATA, AS PUBLISHED IN THE MEDICARE INPATIENT PROSPECTIVE
PAYMENT SYSTEM (IPPS) FINAL RULE, ARE OBTAINED FOR THE MOST RECENT
AVAILABLE HOSPITAL FISCAL YEARS. CONTRACT LABOR COSTS, AS DEFINED BY
MEDICARE, ARE INCLUDED IN DETERMINING A HOSPITAL'S WAGE COSTS.
HOSPITALS ARE GROUPED BY U.S. CENSUS CORE BASED STATISTICAL AREAS
(CBSAS) AS DETERMINED BY CMS FOR THE MEDICARE PROGRAM. CONSISTENT
WITH CMS, THE COST REPORT REFERENCES ARE OBTAINED FROM THE MEDICARE
PROVIDER MANUAL, WORKSHEET S3, PART 3, LINE 6 FOR WAGES AND HOURS.

THE FOLLOWING CALCULATIONS ARE COMPLETED:

° EACH HOSPITAL'S WAGE COSTS ARE BROUGHT TO A COMMON POINT IN TIME BY
MULTIPLYING THE HOSPITAL'S FISCAL YEAR END COSTS BY INFLATION FACTORS
DERIVED FROM IHS GLOBAL INSIGHT AND WEIGHTING FACTORS.

® FOR HOSPITALS WITH COST REPORTING PERIODS ENDING OTHER THAN THE END
OF A QUARTER, THE INFLATION UPDATE FOR THE QUARTER IN WHICH THE
HOSPITAL'S FISCAL YEAR ENDS IS USED.

e THE COST REPORTS DO NOT DIFFERENTIATE SALARIES/HOURS BY UNIT TYPE.

. THE WAGE ADJUSTOR IS BASED ON A TWO-YEAR MOVING AVERAGE WITH THE
MOST RECENT YEAR WEIGHTED AT 60 PERCENT AND THE SECOND YEAR
WEIGHTED AT 40 PERCENT.

° IF TWO OR MORE HOSPITALS MERGE AND ARE OPERATING AS A SINGLE
HOSPITAL, SALARY AND WAGES ARE COMPUTED USING THE COMBINED COST
REPORT DATA FROM ALL HOSPITALS INVOLVED IN THE MERGER. SALARY DATA IS
INFLATED TO A COMMON POINT IN TIME.

® THE AVERAGE WAGE FOR EACH CBSA IS CALCULATED WITH AND WITHOUT
HOSPITAL RECLASSIFICATIONS:

(A) THE AVERAGE WAGE FOR EACH CBSA WITHOUT RECLASSIFICATIONS IS
DETERMINED. THE STATEWIDE AVERAGE WAGE FOR ALL HOSPITALS IN THE
STATE IS CALCULATED. USING THESE DATA, CBSA-SPECIFIC AREA WAGE
INDICES ARE CALCULATED BY DIVIDING THE AVERAGE WAGE FOR THE CBSA
BY THE STATEWIDE AVERAGE WAGE. THIS QUOTIENT IS AREA WAGE INDEX A.

(B) THE AVERAGE WAGE FOR EACH CBSA WITH RECLASSIFICATIONS IS
DETERMINED. USING THESE DATA AND THE STATEWIDE AVERAGE WAGE FOR
ALL HOSPITALS IN THE STATE, CBSA-SPECIFIC AREA WAGE INDICES ARE
CALCULATED BY DIVIDING THE AVERAGE WAGE FOR THE CBSA BY THE
STATEWIDE AVERAGE WAGE. THIS QUOTIENT IS AREA WAGE INDEX B.

® FOR HOSPITALS THAT DID NOT RECLASSIFY:
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0 IF AREA WAGE INDEX A IS GREATER THAN ONE PERCENT VARIATION FROM
ITS AREA WAGE INDEX B, AREA WAGE INDEX A WILL BE USED. OTHERWISE,
AREA WAGE INDEX B WILL BE USED.

FOR HOSPITALS THAT RECLASSIFIED, AREA WAGE INDEX B WILL BE USED.

THE STATE WILL APPLY A RURAL FLOOR WHEREBY NO HOSPITAL WILL HAVE AN

AREA WAGE INDEX LESS THAN THE RURAL INDEX.

ONLY THE LABOR SHARE OF THE STATEWIDE RATE IS ADJUSTED BY THE AREA
WAGE INDEX USING THE FOLLOWING FORMULA:
MEDICAL/SURGICAL AREA WAGE INDEX ADJUSTED RATE = 0.70 X AREA WAGE INDEX + 0.30
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5. COST TO CHARGE RATIO

THE OPERATING COST-TO-CHARGE RATIOS DESCRIBED IN THIS SECTION ARE USED
TO DETERMINE ADJUSTED HOSPITAL COSTS AS DESCRIBED IN THE EPISODE FILE
SECTION. IN ADDITION, THEY ARE USED TO REIMBURSE HOSPITALS FOR TRANSPLANT
SERVICES, COST OUTLIERS AND LOW-DAY OUTLIERS. THE OPERATING COST-TO-
CHARGE RATIOS ARE UPDATED ANNUALLY ON OCTOBER 1 BY ROLLING THE DATA
FORWARD BY ONE YEAR.

THE MOST RECENT TWO YEARS OF COST REPORT DATA FOR HOSPITALS ARE USED
TO CALCULATE HOSPITAL-SPECIFIC OPERATING COST-TO-CHARGE RATIOS. FOR
EXAMPLE, FOR THE ONE YEAR RATE THAT BEGINS ON OCTOBER 1, 2015, DATA FROM
COST REPORTS WITH FISCAL YEARS ENDING BETWEEN OCTOBER 1, 2011 AND
SEPTEMBER 30, 2013 ARE USED. DATA FOR THE MOST RECENT YEAR ARE WEIGHTED
AT 60 PERCENT WHILE DATA FOR THE SECOND PREVIOUS YEAR ARE WEIGHTED AT 40
PERCENT. COSTS AND CHARGES FOR BOTH FFS AND MANAGED CARE ARE COMBINED
SO THAT A WEIGHTED OPERATING COST-TO-CHARGE RATIO IS DEVELOPED. COST
AND CHARGE DATA ARE INFLATED TO A COMMON POINT IN TIME USING INFLATION
FACTORS FROM IHS GLOBAL INSIGHT. THE COST-TO-CHARGE RATIO WILL NOT
EXCEED 1.0.

IF TWO OR MORE HOSPITALS MERGE AND ARE OPERATING AS A SINGLE HOSPITAL, A
COST TO CHARGE RATIO FOR THE PERIOD IS COMPUTED USING THE COMBINED COST
REPORT DATA FROM ALL HOSPITALS INVOLVED IN THE MERGER.

THE OPERATING COST-TO-CHARGE RATIOS ARE PUBLISHED ON THE STATE INPATIENT
HOSPITAL WEBSITE AT WWW.MICHIGAN.GOV/MEDICAIDPROVIDERS >> BILLING AND
REIMBURSEMENT >> PROVIDER SPECIFIC INFORMATION >> INPATIENT HOSPITALS.

6. SPECIAL CIRCUMSTANCES

NORMAL REIMBURSEMENT FOR A MEDICAL/SURGICAL INPATIENT HOSPITAL STAY IS
EQUAL TO THE APPLICABLE STATEWIDE RATE MULTIPLIED BY THE DRG WEIGHT.
HOWEVER, FOR THE FOLLOWING SPECIAL CIRCUMSTANCES, DIFFERENT
REIMBURSEMENT METHODOLOGIES APPLY.

A. HIGH COST OUTLIERS

FOR UNUSUALLY HIGH COST STAYS, THE STATE WILL USE A SPECIAL
REIMBURSEMENT METHODOLOGY.

AN EPISODE IS A HIGH COST OUTLIER WHEN COSTS (CHARGES X THE
HOSPITAL’'S OPERATING COST-TO-CHARGE RATIO) EXCEED THE COMPUTED
COST THRESHOLD. TRANSPLANT CLAIMS CANNOT QUALIFY AS A HIGH COST
OUTLIER.
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REIMBURSEMENT FOR COST OUTLIERS IS DEPENDENT UPON THE COST
THRESHOLD.

THE COST THRESHOLD IS THE GREATER OF:

0 2 XHOSPITAL DRG RATE X RELATIVE WEIGHT (TWICE THE REGULAR
PAYMENT FOR A TRANSFER PAID ON A PER DAY BASIS FOR EPISODES
GETTING LESS THAN A FULL DRG); OR

o $35,000.

COST OUTLIERS ARE REIMBURSED ACCORDING TO THE FOLLOWING FORMULA:
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(HOSPITAL DRG RATE X RELATIVE WEIGHT) + [(CHARGES X OPERATING COST-TO-CHARGE RATIO) -
(COST THRESHOLD)] X 85 PERCENT) = REIMBURSEMENT FOR COST OUTLIER CLAIM

B. LOW DAY OUTLIERS
FOR SERVICES WHERE THE LENGTH OF STAY IS LESS THAN THE PUBLISHED
LOW DAY THRESHOLD, REIMBURSEMENT IS CHARGES MULTIPLIED BY THE
INDIVIDUAL HOSPITAL'S OPERATING COST TO CHARGE RATIO, NOT TO EXCEED
THE FULL DRG PAYMENT. THE SPECIFIC LOW DAY OUTLIER THRESHOLD FOR
EACH DRG IS LISTED ON THE STATE WEBSITE.

C. TRANSFERS

PAYMENT TO A HOSPITAL THAT RECEIVES A PATIENT AS A TRANSFER FROM

ANOTHER INPATIENT HOSPITAL DIFFERS DEPENDING ON WHETHER THE

PATIENT IS DISCHARGED OR IS SUBSEQUENTLY TRANSFERRED AGAIN.

1. PAYMENT TO THE TRANSFERRING HOSPITAL
EXCEPT IN THE CASES WHERE THE DRG IS DEFINED AS A TRANSFER OF A
PATIENT (FOR WHICH A FULL DRG PAYMENT IS MADE, PLUS AN OUTLIER
PAYMENT, IF APPROPRIATE) THE TRANSFERRING HOSPITAL IS PAID A DRG
DAILY RATE FOR EACH DAY OF THE BENEFICIARY'S STAY, NOT TO EXCEED

THE APPROPRIATE FULL DRG PAYMENT, PLUS AN OUTLIER PAYMENT, IF
APPROPRIATE.

2. PAYMENT TO THE RECEIVING HOSPITAL

IF THE PATIENT IS DISCHARGED, THE RECEIVING HOSPITAL IS PAID THE
FULL DRG PAYMENT, PLUS AN OUTLIER PAYMENT IF APPROPRIATE.

REIMBURSEMENT IS BASED ON DISCHARGE IN THE FOLLOWING SITUATIONS.
IF THE BENEFICIARY:

A. IS FORMALLY RELEASED FROM THE HOSPITAL, OR

B. IS TRANSFERRED TO HOME HEALTH SERVICES, OR

C. DIES WHILE HOSPITALIZED, OR

D. LEAVES THE HOSPITAL AGAINST MEDICAL ADVICE, OR
E. 1S TRANSFERRED TO A LONG-TERM CARE FACILITY.

IF THE PATIENT IS TRANSFERRED AGAIN, THE HOSPITAL IS PAID AS A
TRANSFERRING HOSPITAL.
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D. READMISSIONS

READMISSIONS WITHIN 15 DAYS FOR A RELATED CONDITION, WHETHER
TO THE SAME OR A DIFFERENT HOSPITAL, ARE CONSIDERED A PART OF A
SINGLE EPISODE FOR PAYMENT PURPOSES.

IF THE READMISSION IS TO A DIFFERENT HOSPITAL, FULL PAYMENT IS MADE
TO THE SECOND HOSPITAL. THE FIRST HOSPITAL'S PAYMENT IS REDUCED BY
THE AMOUNT PAID TO THE SECOND HOSPITAL. THE FIRST HOSPITAL'S
PAYMENT IS NEVER LESS THAN ZERO FOR THE EPISODE.

READMISSIONS FOR AN UNRELATED CONDITION, WHETHER TO THE SAME OR A
DIFFERENT HOSPITAL, ARE CONSIDERED SEPARATE EPISODES FOR PAYMENT
PURPOSES.

FEB 10 2016

TN NO.: 15-0014 Approval Date Effective Date: 10/01/2015

Supersedes
TN No.: _15-0002



Attachment4.19-A
Page 10

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

Policy and Methods for Establishing Rates — Inpatient Hospital

TN NO.: _15-0014 Approval Date FEB i 0 2016 Effective Date: 10/01/2015

Supersedes
TN No.: 15-0002



Attachment 4.19-A
Page 11

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

Policy and Methods for Establishing Rates
Inpatient Hospital

E. TRANSPLANT SERVICES
TRANSPLANT SERVICES ARE PAID USING THE FOLLOWING FORMULA:
HOSPITAL CHARGES X HOSPITAL OPERATING COST-TO-CHARGE RATIO = HOSPITAL PAYMENT

TRANSPLANT SERVICES ARE DEFINED AS CLAIMS WHICH FALL UNDER THE

FOLLOWING DRGS:
001X LIVER TRANSPLANT &/OR INTESTINAL
TRANSPLANT
002X HEART &/OR LUNG TRANSPLANT
006X PANCREAS TRANSPLANT
440X KIDNEY TRANSPLANT

ORGAN ACQUISITION WITHIN THESE DRGS IS BILLED AT ACQUISITION COST,
AND IS REIMBURSED AT 100% OF ACQUISITION COST.

F. HOSPITALS OUTSIDE MICHIGAN

MEDICAL/SURGICAL HOSPITALS NOT LOCATED IN MICHIGAN ARE REIMBURSED
UNDER THE DRG SYSTEM. THE DRG PRICE IS THE STATEWIDE RATE
MULTIPLIED BY AN AREA WAGE INDEX OF 1.0. ALL OTHER REIMBURSEMENT
POLICIES APPLY.

HOSPITALS THAT HAVE CHARGES THAT EXCEED $250,000 DURING A SINGLE
FISCAL YEAR (USING THE STATE OF MICHIGAN FISCAL YEAR — OCTOBER 1ST
THROUGH SEPTEMBER 30TH) MAY BE REIMBURSED THE HOSPITAL'S INPATIENT
OPERATING COST TO CHARGE RATIO FOR THOSE MICHIGAN MEDICAID DRGS
REIMBURSED BY PERCENTAGE OF CHARGE. THE HOSPITALS' CHIEF FINANCIAL
OFFICER MUST SUBMIT AND THE MSA MUST ACCEPT DOCUMENTATION
STATING THE HOSPITAL'S MEDICAID COST TO CHARGE RATIO IN THE STATE
THAT THE HOSPITAL IS LOCATED. ONCE ACCEPTED, THE HOSPITAL'S ACTUAL
COST TO CHARGE RATIO IS APPLIED PROSPECTIVELY TO THOSE DRGS AND
CLAIMS SUBJECT TO PERCENTAGE OF CHARGE REIMBURSEMENT USING THE
MICHIGAN DRG PAYMENT SYSTEM.

G. NEW HOSPITALS

A NEW MEDICAL/SURGICAL HOSPITAL IS ONE FOR WHICH NO MICHIGAN
MEDICAID PROGRAM COST OR PAID CLAIMS DATA EXISTS DURING THE

PERIOD USED TO ESTABLISH HOSPITAL RATES OR ONE WHICH WAS NOT
ENROLLED IN THE MEDICAID PROGRAM WHEN HOSPITAL RATES WERE LAST
ESTABLISHED. HOSPITALS THAT EXPERIENCE A CHANGE OF OWNERSHIP OR - -
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THAT ARE CREATED AS THE RESULT OF A MERGER ARE NOT CONSIDERED
NEW HOSPITALS.

THE DRG RATE FOR NEW GENERAL HOSPITALS IS THE STATEWIDE RATE
MULTIPLIED BY THE APPLICABLE AREA WAGE INDEX.
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B. REIMBURSEMENT FOR LONG TERM ACUTE CARE HOSPITALS (LTACHS) AND
FREESTANDING REHABILITATION HOSPITALS/DISTINCT PART REHAB UNITS

EPISODES OF CARE FOR LTACHS AND FREESTANDING REHABILITATION
HOSPITALS/DISTINCT PART REHABILITATION UNITS WILL BE REIMBURSED USING A
STATEWIDE PER DIEM RATE.

1.

DESCRIPTION OF LTACH AND FREESTANDING REHABILITATION
HOSPITALS/DISTINCT PART REHABILITATION UNITS EPISODE FILE

THE EPISODE FILE IS COMPRISED OF THE UNDERLYING DATA USED TO
CALCULATE THE STATEWIDE PER DIEM RATES. THE COSTS ASSOCIATED WITH
EPISODES FROM THE EPISODE FILE ARE STANDARDIZED AS DESCRIBED
BELOW. THE EPISODE FILE IS COMPRISED OF TWO YEARS OF MEDICAID AND
CHILDREN'S SPECIAL HEALTH CARE SERVICES FFS PAID CLAIMS AND
MANAGED CARE ENCOUNTERS.

THE DATA IS ADJUSTED TO:

o ELIMINATE EPISODES WITH ANY MEDICARE CHARGES. (FOR DUAL
MEDICARE/MEDICAID ELIGIBLE BENEFICIARIES, ONLY CLAIMS PAID A
FULL MEDICAID PAYMENT ARE INCLUDED.)
ELIMINATE EPISODES WITHOUT ANY CHARGES OR DAYS.
ELIMINATE EPISODES WITH A ZERO DOLLAR MEDICAID LIABILITY.
LIMIT EPISODES TO THOSE FROM MICHIGAN HOSPITALS (PROVIDED
THAT HOSPITAL COST REPORT DATA IS AVAILABLE)

e LIMIT EPISODES TO THOSE WITH A VALID DISCHARGE STATUS.

TOTAL CHARGES AND DAYS PAID ARE SUMMED BY HOSPITAL.

THE COST FOR EACH HOSPITAL IS CALCULATED BY MULTIPLYING THE
CHARGES FOR THE HOSPITAL BY THE OPERATING
COST-TO-CHARGE RATIO FOR THE HOSPITAL.
s SEE THE COST-TO-CHARGE SECTION OF THE REIMBURSEMENT FOR
MEDICAL/SURGICAL HOSPITALS SECTION OF THE STATE PLAN FOR
ADDITIONAL INFORMATION.

THE COST PER DAY BY HOSPITAL IS CALCULATED BY DIVIDING THE SUM OF
THE COSTS BY THE NUMBER OF DAYS FOR THE HOSPITAL. TO DETERMINE A
STATEWIDE PER DIEM BASE RATE:
o MULTIPLY THE RESULT BY THE APPLICABLE INFLATION FACTOR TO
BRING COSTS TO A COMMON POINT IN TIME. COSTS ARE INFLATED
THROUGH THE RATE PERIOD. FOR EXAMPLE, FOR FY 2015 RATES,
COSTS ARE INFLATED THROUGH SEPTEMBER 30, 2016. INFLATION
FACTORS ARE OBTAINED FROM IHS GLOBAL INSIGHT.
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e RECOGNIZE AREA COST DIFFERENCES BY DIVIDING THE COSTS FOR
EACH HOSPITAL BY AN AREA WAGE INDEX.

0 SEE THE AREA WAGE INDEX SECTION OF THE
REIMBURSEMENT FOR MEDICAL/SURGICAL HOSPITALS
SECTION OF THE STATE PLAN FOR ADDITIONAL
INFORMATION.

e CALCULATE THE STATEWIDE OPERATING RATE (BY PROVIDER
TYPE). A SEPARATE OPERATING RATE WILL BE CALCULATED FOR
LTACHS AND FOR FREESTANDING REHABILITATION
HOSPITALS/DISTINCT PART REHABILITATION UNITS. THISIS A
WEIGHTED MEAN OF ALL HOSPITALS’ INDIVIDUAL RATES.
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» THE PER DIEM RATE FOR EACH PROVIDER TYPE IS THE WEIGHTED
MEAN ADJUSTED BY THE AREA WAGE INDEX SPECIFIC TO THE
HOSPITAL.

2. LTACH AND FREESTANDING REHABILITATION HOSPITALS/DISTINCT
PART REHABILITATION UNITS QUTSIDE OF MICHIGAN

LTACHS, FREESTANDING REHABILITATION HOSPITALS, AND DISTINCT
PART REHABILITATION UNITS NOT LOCATED IN MICHIGAN ARE
REIMBURSED USING THE PER DIEM RATE APPLICABLE TO THEIR
PROVIDER TYPE.

3. NEW LTACHS, FREESTANDING REHABILITATION HOSPITALS, AND
DISTINCT PART REHABILITATION UNITS

IF A HOSPITAL AT LEAST DOUBLES THE NUMBER OF LICENSED BEDS
IN ITS DISTINCT PART UNIT AND THE NUMBER OF LICENSED BEDS IN
THE UNITS INCREASES BY AT LEAST 20, THE ENTIRE UNIT IS
TREATED AS A NEW DISTINCT PART UNIT FOR DETERMINING THE PER
DIEM RATE. IN ORDER FOR THIS PROVISION TO APPLY, THE
HOSPITAL MUST REQUEST IN WRITING THAT THE UNIT IS TREATED

AS A NEW UNIT. THE NEW UNIT RATE WIiLL BECOME EFFECTIVE ON
THE DATE THAT THE NUMBER OF LICENSED BEDS DOUBLES AND THE
INCREASE IS AT LEAST 20 BEDS, OR THE DATE ON WHICH THE
REQUEST IS RECEIVED BY MSA, WHICHEVER IS LATER.

NEW LTACHS, FREESTANDING HOSPITALS, AND DISTINCT PART
UNITS ARE REIMBURSED USING THE PER DIEM RATE
APPLICABLE TO THEIR PROVIDER TYPE.
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SUBSECTIONS C AND D HAVE BEEN ELIMINATED. THE NEXT SUBSECTION IS “E. FREQUENCY
OF UPDATES".

E. Frequency of UPDATES Reecalibration

The STATE WILL UPDATE AREA WAGE INDEX, COST TO CHARGE RATIO, RELATIVE
WEIGHTS, APR-DRG GROUPER, DRG RATES, AND PER DIEM RATES ON AN ANNUAL
BASIS. ment-will-recalib hospital-prices-and-ratios ordina-to-the-following

F. Mergers

1. General Hospitals
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In the event of a merger between two or more hospitals—between-DRG—rebasing
periods, the DRG rate for the surviving hospital will be computed as follows:

A. THE STATEWIDE RATE WILL BE ADJUSTED BY APPLICABLE AREA WAGE
INDEX.

B. THE COST TO CHARGE RATIOS OF THE HOSPITALS WILL BE COMBINED
TO CREATE A NEW COST TO CHARGE RATIO.
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2. LTACHSs, Freestanding Psychiatric and Rehabilitation Hospitals/Distinct Part Psychiatric and

Rehabilitation Units
In the event of a merger between two or more hospitals between—perdiem-rebasing
periods, the resulting per diem rate for the surviving hospital will be computed as
follows:

A. THE STATEWIDE RATE WILL BE ADJUSTED BY APPLICABLE AREA WAGE INDEX.
B. THE COST TO CHARGE RATIO OF THE HOSPITALS WILL BE COMBINED TO

CREATE A NEW COST TO CHARGE RATIO.
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G. Other Reimbursement Methods
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1. Sub-Acute Ventilator-dependent Care

Payment for services provided to patients in sub-acute ventilator-dependent units (SVDUCU) is
made using a negotiated prospective per diem rate that includes capital and direct medical
education costs.

The per diem rate is based on cost estimates for the upcoming year. The negotiated per diem
rate is not to exceed the average outlier per diem rate that would be paid for outlier days between
DRG 004X 841-and DRG 005X 542. The payment rate for patients in subacute ventilator-
dependent care units is an all-inclusive facility rate. No additional reimbursement is made for
capital or direct medical education costs. These units are not eligible for indigent volume adjustor
or indirect medical education adjustor payments.

2. Michigan State-Owned Hospitals
Reimbursement to Michigan state-owned hospitals is allowable costs under Medicare principles
of reimbursement as freestanding psychiatric hospitals exempt from the prospective payment
system.

H. Disproportionate Share

Minimum Eligibility Criteria

Indigent volume data is taken from each hospital's cost report and from supplemental forms that each
hospital must file with its cost report. Data from the most recent available filed cost report are used to
calculate a disproportionate share adjustor. New adjustors are calculated and become effective
concurrently with annual inflation updates. Separate indigent volume data is collected for and applied
to distinct part psychiatric units.

Indigent volume is measured as the percentage of inpatient indigent charges to a hospital's total
inpatient charges. Indigent charges are the annual charges for services rendered to patients eligible
for payments under the Medicaid, CSHCS and the Adult Benefits Waiver plus uncompensated care
charges. Uncompensated care is limited by Medicare standards and is offset by any recoveries.

Each hospital must have a Medicaid utilization rate of at least 1%. Medicaid utilization is measured
as:

Medicaid Inpatient Days (Whole Hospital including Subg' roviders)
Total Hospital Days (Whole Hospital including Subproviders)

Individual inpatient hospital claims will be paid without DSH adjustments. Inpatient DSH
payments will be made annually in a single distribution based on charges converted to cost
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