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August 10, 2011

National Institutional Reimbursement Team
CMS, CMSO

Attention: Mark Cooley

7500 Security Boulevard, M/S §3-13-15
Baltimore, MD 21244-1850

RE: Nebraska TN #11-22 — Inpatient Hospital Rate Reduction
Dear Mr. Cooley:

Enclosed please find the above referenced amendment to the Nebraska State Plan related
to an inpatient hospital rate reduction.

Prior to submitting this State Plan Amendment, the Division of Medicaid and Long-Term
Care sought consultation from federally recognized Native American Tribes and Indian
Health Programs within the State of Nebraska to discuss the impact that the proposed
State Plan Amendment might have, if any, on the Tribes. No comments were received.

If you have content questions, please feel free to contact Margaret Booth,
margaret.booth@nebraska.gov, 402-471-9380, or for submittal questions, Pat Taft, 402-
471-7787, pat.tafti@nebraska.gov.

Sincerely,

Vivianne M. Chaumont, Director
Division of Medicaid & Long-Term Care
Department of Health and Human Services

¢cc: James G. Scott
Gail Brown Stevenson
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ATTACHMENT 4.19-A
Page 5

10-010.03B1b Calculation of Nebraska Peer Group Base Payment Amounts: Peer

Group Base Payment Amounts are used to calculate payments for discharges with a
stable DRG. Peer Group Base Payment Amounts effective October 1, 2009 are
calculated for Peer Group 1, 2 and 3 hospitals based on the Peer Group Base
Payment Amounts effective during SFY 2007, adjusted for budget neutrality, calculated
as follows:

1. Peer Group 1 Base Payment Amounts, Excluding Children's Hospitals:
Multiply the SFY 2007 Peer Group 1 Base Payment Amount of $3,844.00 by
the Stable DRG budget neutrality factor.

2. Children's Hospital Peer Group 1 Base Payment Amounts, Excluding
Children's Hospitals: Multiply the SFY 2007 Children's Hospital Peer Group
1 Base Payment Amount of $4,614.00 by the Stable DRG budget neutrality
factor.

3.  Peer Group 2 Base Payment Amounts: Muliiply the SFY 2007 Peer Group 2
Base Payment Amount of $3,733.00 by the Stable DRG budget neutrality
factor.

4. Peer Group 3 Base Payment Amounts: Multiply the SFY 2007 Peer Group 3
Base Payment Amount of $3,535.00 by the Stable DRG budget neutrality
factor.

SFY 2007 Nebraska Peer Group Base Payment Amounts are described in 471 NAC
10-010.03B4 in effect on September 1, 2007 and 471 NAC 10-010.03B in effect on
July 1, 2001.

Peer Group Base Payment Amounts will be increased by 0.5% for the rate period
beginning October 1, 2002 and ending June 30, 2010. This rate increase will not be
carried forward in subsequent years. Peer Group Base Payment Amounts excluding
the 0.5% increase for the rate period beginning October 1, 2009 and ending June 30,
2010, will be increased by .5% for the rate period beginning July 1, 2010. The Peer
Group Base Payment Amount effective July 1, 2010 wilt be reduced by 2.5% effective
July 1, 2011.
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10-010.03B2 Calculation of Stable DRG Cost Outlier Payment Amounts: Additional

payment is made for approved discharges classified into a stable DRG meeting or
exceeding Medicaid criteria for cost outliers for each stable DRG classification. Cost
outliers may be subject to medical review. ‘

Discharges qualify as cost outliers when the costs of the service exceed the outlier
threshold. The outlier threshold is the sum of the operating cost payment amount, the
indirect medical education amount, and the capital-related cost payment amount, plus
$563,000. Cost of the discharge is calculated by multiplying the Medicaid allowed
charges by the sum of the hospital specific Medicare operating and capital outlier
CCRs. Additional payment for cost outliers is 80% of the difference between the
hospital's cost for the discharge and the outlier threshold for all discharges except for
burn discharges, which will be paid at 85%.

10-010.03B2a Hospital Specific Medicare Outlier CCRs: The Department will
extract from the CMS PPS Inpatient Pricer Program the hospital-specific Medicare

operating and capital outlier CCRs effective October 1 of the year preceding the
start of the Nebraska rate year. For rates effective October 1, 2009, the
Department will extract the outlier CCRs effective in the Medicare system on
October 1, 2008.

10-010.03B2b _Outlier CCRs Updates: On July 1 of each year, the Department
will update the outlier CCRs based on the Medicare outlier CCRs effective
October 1 _of the previous year.

Transmittal # 11-22
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June 30, 2009, will be increased by .5% for the rate period beginning July 1, 2010.
Effective July 1, 2011, the direct medical education amount shall be reduced by
2.5 percent.

10-010,03B3b _Calculation of Stable DRG Indirect Medical Education (IME) Cost
Payments: Hospitals qualify for IME payments when they receive a direct medical
education payment from NMAP, and qualify for indirect medical education
payments from Medicare. Recognition of indirect medical education costs
incurred by hospitals are an add-on calculated by multiplying an IME factor by the
operating cost payment amount.

The IME factor is the Medicare inpatient prospective payment system operating
IME factor effective October 1 of the year preceding the beginning of the
Nebraska rate year. The operating IME factor shall be determined using data
extracted from the CMS PPS Inpatient Pricer Program. For rates effective
October 1, 2009, the Department will determine the operating IME faclors
effective for the Medicare system on October 1, 2008 using the following formula;

-[{1+(Number of Interns and Residents/Available Beds)}0'405-1] *1.35

On July 1% of each year, the Department will adopt the Medicare inpatient
prospective payment system operating IME factor formulas-and rate components
in effect on October 1 of the previous year.

10-010.033B3c__Calculation of MCO Medical Education Payments: NMAP will
calculate annual MCO Direct Medical Education payments and MCO Indirect
Medical Education payments for services provided by NMMCP capitated plans
from discharge data provided by the hospital. MCO Direct Medical Education
payments will be equal to the number of MCO discharges times the MCO direct
medical education payment per discharge. The MCO direct medical education
payment per discharge is the hospital-specific fee-for-service DME payment rates
for stable DRGs, unstable or low volume DRGs and transpiant DRGs in effect for
the rate year July 1 through June 30.

Transmittal # 11-22
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1. MCO Indirect Medical Education payments will be equal to the number of MCO
discharges times the MCO indirect medical education payment per discharge.
The indirect medical education payment per discharge is calculated as follows:

a.

b.

C.

Subtotal each teaching hospital's fee-for-service inpatient acute indirect
medical education prior year payments.

Subtotal each teaching hospital's fee-for-service inpatient covered prior
state fiscal year charges.

Divide each teaching hospital’s indirect medical education payments, by
covered prior state fiscal year charges.

Multiply the ratic described in subsection ¢. above times the covered
charges in MCO paid claims in the base year.

Divide the amount calculated in subsection d. above by the number of
MCO paid claims in the base year.

Transmittal # 11-22
Supersedes

Transmittal # 09-10

Approved Effective
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10-010.03B4 _Calculation of Stable DRG Capital-Related Cost Payment: Capital-
related cost payments for the building and fixtures portion of capital-related costs are
paid on a per discharge basis for stable DRGs. Per discharge amounts are calculated
by multiplying the capital per diem cost by the statewide average length-of-stay for the
stable DRG. Capital-related payment per diem amounts effective July 1, 2009 are
calculated for Peer Group 1, 2 and 3 hospitals based on the Capital-related payment
per diem amounts effective during SFY 2007, adjusted for budget neutrality, as follows:

1. Peer Group 1 Capital-Related Payment Per Diem Amounts: Multiply the SFY
2007 Peer Group 1 Capital-related payment per diem amount of $36.00 by the
Stable DRG budget neutrality factor.

2. Peer Group 2 Capital-Related Payment Per Diem Amounts: Multiply the SFY
2007 Peer Group 2 Capital-related payment per diem amount of $31.00 by the
Stable DRG budget neutrality factor.

3. Peer Group 3 Capital-Related Payment Per Diem Amounts: Multiply the SFY
2007 Peer Group 3 Capital-related payment per diem amount of $18.00 by the
Stable DRG budget neutrality factor.

SFY 2007 Capital-Related Cost Payments are described in 471 NAC 10-010.03B7 in
effect on August 25, 2003.

Capital-Related Payment Per Diem Amounts effective July, 2010 will be reduced by
2.5% effective July 1, 2011.

10-010.03B5__ Low Volume and Unstable DRG Payments: Discharges that are
classified into a Low Volume or Unstable DRG are paid a Low Volume and Unstable
DRG CCR payment and, if applicable, a DME payment. Low Volume and Unstable
DRG discharges do not receive separate Cost Outlier Payments, IME Cost Payments
or Capital-Related Cost Payments.

10-010.03B5a_l.ow Volume and Unstable DRG: CCR Payments are calculated by
muitiplying the hospital-specific Low Volume/Unstable DRG CCR by Medicaid
allowed claim charges. Low Volume/Unstable DRG CCRs are calculated as
follows:

1. Extract from the CMS PPS Inpatient Pricer Program for each hospital the
Medicare inpatient prospective payment system operating and capital outlier
CCRs effective October 1 of the year preceding the beginning of the
Nebraska rate year. For rates effective July 1, 2009, the Department will
extract the outlier CCRs in effect for the Medicare system on October 1,
2008.

Sum the operating and capital outlier CCRs.

Multiply the sum of the operating and capital outlier CCRs by the Low
Volume / Unstable DRG budget neutrality factor.

wnN
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On July 1 of each year, the Department will update the Low Volume/Unstable DRG
CCRs based on the percentage change in Medicare outlier CCRs effective October
1 of the two previous years, before budget neutrality adjustments.

Effective July 1, 2011, the low volume/unstable DRG CCRs will be reduced by 2.5
percent.

10-010.03B5b Low Volume and Unstable DRG DME Payments: Low Volume and
Unstable DRG DME payments are calculated using the same methodology described
in subsection 10-010.03B3a of this regulation, with the exception that in step 4, per
discharge payment amounts are adjusted by the Low Volume/Unstable DRG budget
neutrality factor.

On July 1% of each year, the Department will update Low Volume and Unstable
DRG DME payment per discharge rates as described in 10-010.03B3a of this
regulation.

10-010.03B6 __ Transplant DRG Paymenis: Transplant discharges, identified as
discharges that are classified to a transplant DRG, are paid a Transplant DRG CCR
payment and, if applicable, a DME payment. Transplant DRG discharges do not
receive separate Cost Qutlier Payments, IME Cost Payments or Capital-Related Cost
Payments.

10-010.03B6a Transplant DRG CCR Payments: are calculated by multiplying the
hospital-specific Transplant DRG CCR by Medicaid allowed claim charges.

Transplant DRG CCRs are calculated as follows:

1. Extract from the CMS PPS Inpatient Pricer Program for each hospital the
Medicare inpatient prospective payment system operating and capital outlier
CCRs effective October 1 of the year preceding the beginning of the
Nebraska rate year. For rates effective October 1, 2009, the Department
will extract the outlier CCRs in effect for the Medicare system on October 1,
2008.

2. Sum the operating and capital outlier CCRs.

3. Muttiply the sum of the operating and capital outlier CCRs by the Transplant
DRG budget neutrality factor.

On July 1 of each year, the Department will update the Transplant DRG CCRs
based on the percentage change in Medicare outlier CCRs effective October 1 of
the two previous years, before budget neutrality adjustments.

Effective July 1, 2011, the Transplant DRG CCRs will be reduced by 2.5 percent.

10-010.03B6b_Transplant DRG DME Paymenis: Transplant DRG DME payments
are calculated using the same methodology described in subsection 10-010.03B3a of

this regulation, with the exception that in step 4, DME per discharge payment
amounts are adjusted by the Transplant DRG budget neutrality factor,

On July 1% of each year, the Department will update Transplant DME payment per
discharge rates as described in 10-010.03B3a of this regulation.

Transmittal # 11-22
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10-010.03E2 Adjustment of Hospital-Specific Base Payment Amount: The hospital-
specific per diem rates will be increased by .5% for the rate period beginning July 1,
2010. Effective July 1, 2011, the transpiant DRG DME rates will be reduced by 2.5%.

10-010.03E3 Calculation of Hospital-Specific Capital Per Diem Rate: Capital-related
cost payments for the building and fixtures portion of capital-related costs are paid on a
per diem as described in 471 NAC 10-010.03B7 in effect on August 25, 2003.

10-010.03F Payment for Services Furnished by a Critical Access Hospital (CAH): Effective
for cost reporting periods beginning July 1, 2011, and after payment for inpatient services of
a CAH is ninety-seven point five percent (97.5%) of the reasonable cost of providing the
services, as determined under applicable Medicare principles of reimbursement, except that
the following principles do not apply: the lesser of costs or charges (LCC) rule, ceilings on
hospital operating costs, and the reasconable compensation equivalent (RCE) limits for
physician services to providers.
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