NOTICE OF INTENT

Department of Health
Bureau of Health Services Financing

Inpatient Hospital Services
(LAC 50:V.Subpart 1)

The Department of Health, Bureau of Health Services

Financing proposes to repeal and replace LAC 50:V.Subpart 1 and

the following uncodified Rules in the Medical Assistance Program

as authorized by R.S. 36:254 and pursuant to Title XIX of the

Social Security Act:
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Hospital Program-Transplant 667-
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This proposed Rule is promulgated in accordance with the
provisions of the Administrative Procedure Act, R.S. 49:950 et
seq.

The Department of Health, Bureau of Health Services
Financing proposes to repeal and replace the Rules governing
inpatient hospital services in order to adopt an all patient
refined diagnostic related group (APR-DRG) reimbursement

methodology and to revise the remaining provisions for inpatient
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hospital services to ensure that these provisions are
appropriately promulgated in a codified format for inclusion in
the Louisiana Administrative Code.

Title 50

PUBLIC HEALTH—MEDICAL ASSISTANCE
Part V. Hospital Services
Subpart 1. Inpatient Hospitals Services

Chapter 1. General Provisions
§107. Elective Deliveries
A. Induced deliveries and cesarean sections shall not be

reimbursed when performed prior to 39 weeks gestation. This
shall not apply to deliveries when there is a documented medical
condition that would justify delivery prior to 39 weeks
gestation.

AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254 and Title XIX of the Social Security Act.

HISTORICAL NOTE: Promulgated by the Department of
Health, Bureau of Health Services Financing, LR 44:
§109. Healthcare-Acquired and Provider Preventable
Conditions

A. The Medicaid Program will not provide reimbursement
for healthcare-acquired or provider preventable conditions which
result in medical procedures performed in error and have a
serious, adverse impact to the health of the Medicaid recipient.

B. Reimbursement shall not be provided for the following



healthcare-acquired conditions (for any inpatient hospital

settings participating in the Medicaid Program) including:
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(UTI);

including:

foreign object retained after surgery;

air embolism;

blood incompatibility:

stage IIT and IV pressure ulcers;

falls and trauma, including:

.

fractures;
dislocations;
intracranial injuries;
crushing injuries;
burns; or

electric shock;

catheter-associated urinary tract infection

vascular catheter-associated infection:

manifestations of poor glycemic control,

d.

, S

diabetic ketoacidosis;

nonketotic hyperosmolar coma;
hypoglycemic coma;

secondary diabetes with ketoacidosis; or

secondary diabetes with hyperosmolarity;

surgical site infection following:



a. coronary artery bypass graft (CABG)-
mediastinitis;
b. bariatric surgery, including:
i. laparoscopic gastric bypass;
ii. gastroenterostomy; or
iii. laparoscopic gastric restrictive
surgery;
e orthopedic procedures, including:
i. spine;
ii. neck;
iii. shoulder; or
iv. elbow; or
d. cardiac implantable electronic device
procedures; or
10. deep vein thrombosis (DVT)/pulmonary embolism
(PE) following total knee replacement or hip replacement with

pediatric and obstetric exceptions; or

11. TIatrogenic pneumothorax with wvenous
catherization.
C. Reimbursement shall not be provided for the following

provider preventable conditions, (for any inpatient hospital
settings participating in the Medicaid Program) including:
1 wrong surgical or other invasive procedure

performed on a patient;



2 surgical or other invasive procedure performed on
the wrong body part; or

3. surgical or other invasive procedure performed on
the wrong patient.

B For discharges on or after July 1, 2012, all hospitals
are required to bill the appropriate present-on-admission (POA)
indicator for each diagnosis code billed. All claims with a POA
indicator with a health care-acquired condition code will be
denied payment.

AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254 and Title XIX of the Social Security Act.

HISTORICAL NOTE: Promulgated by the Department of
Health, Bureau of Health Services Financing, LR 44:

§113. Coverage of Long-Acting Reversible Contraceptives

A. The Medicaid Program shall provide reimbursement to
acute care hospitals for long-acting reversible contraceptives
(LARCs) provided to women immediately following childbirth and
during the hospital stay.

B. Reimbursement. Hospitals shall be reimbursed for LARCs
as an add-on service in addition to their per discharge rate for
the inpatient hospital stay.

L Physicians/professional practitioners who insert
the device will also be reimbursed an insertion fee in

accordance with the reimbursement rates established for this



service in the Professional Services Program.

AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254 and Title XIX of the Sccial Security Act.

HISTORICAL NOTE: Promulgated by the Department of
Health, Bureau of Health Services Financing, LR 44:
§115. Office of Public Health Newborn Screenings

A. The Department of Health, Bureau of Health Services
Financing shall provide reimbursement to the Office of Public
Health (OPH) through the Medical Assistance Program for newborn
screenings performed by OPH on specimens taken from children in
acute care hospital settings.

B. Reimbursement

1 Claims submitted by OPH to the Medicaid Program

for the provision of legislatively-mandated inpatient hospital
newborn screenings shall be reimbursed outside of the acute
hospital per discharge rate for the inpatient stay.

a. The hospital shall not include any costs
related to newborn screening services provided and billed by OPH
in its Medicaid cost report(s).

AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254 and Title XIX of the Social Security Act.

HISTORICAL NOTE: Promulgated by the Department of
Health, Bureau of Health Services Financing, LR 44:

Chapter 5. State Hospitals



§501. General Provisions

A. Definitions

State Hospital—a hospital that is owned and operated
by the state of Louisiana.

Freestanding Psychiatric State Hospital—a hospital
that is owned and operated by the state of Louisiana and
classified as a psychiatric hospital by Medicare per 42 CFR
412 23(Aa) .

AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254 and Title XIX of the Social Security Act.

HISTORICAL NOTE: Promulgated by the Department of
Health, Bureau of Health Services Financing, LR 44:

§531. Acute Care Hospitals

A. Inpatient hospital services rendered by state-owned
acute care hospitals shall be reimbursed at allowable costs and
shall not be subject to per discharge or per diem limits.

B. Medicaid rates paid to state-owned acute care
hospitals shall be 54 percent of allowable Medicaid costs.
Payment shall be made by an interim per diem rate. Final
reimbursement is determined from the Medicare/Medicaid cost
report.

(o8 Medical education payments for inpatient services
which are reimbursed by a prepaid risk-bearing managed care

organization (MCO) shall be paid monthly by Medicaid as interim
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lump sum payments.

1. Hospitals with qualifying medical education
programs shall submit a listing of inpatient claims paid each
month by each MCO.

a. Qualifying Medical Education

Programs—graduate medical education, paramedical education and

nursing schools.

2 Monthly payments shall be calculated by
multiplying the number of qualifying inpatient days times the
medical education costs included in each state hospital’s
interim per diem rate as calculated per the latest filed
Medicaid cost report.

3 Final payment shall be determined based on the
actual MCO covered days and allowable inpatient Medicaid medical
education costs for the cost reporting period per the Medicaid
cost report.

AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254 and Title XIX of the Social Security Act.

HISTORICAL NOTE: Promulgated by the Department of
Health, Bureau of Health Services Financing, LR 44:
§533. Inpatient Psychiatric Services

A. Payment for inpatient psychiatric services provided by
state hospitals shall be made at a prospective per diem rate of

SO81.31
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AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254 and Title XIX of the Social Security Act.

HISTORICAL NOTE: Promulgated by the Department of
Health, Bureau of Health Services Financing, LR 44:

Chapter 7. All Patient Refined Diagnostic Related Group
§701. Definitions

All Patient Refined Diagnostic Related Group (APR-DRG)-a
classification system developed to categorize inpatient hospital
stays into diagnostic categories.

Base Payment—the payment made to hospitals in the APR-DRG
reimbursement system on a per case basis excluding any add on
payments. The base payment shall be the hospital base rate
multiplied by the relative weight of the DRG and severity of
illness (SOI) that the case is classified under.

Base Rate—a fixed value assigned to each hospital for
reimbursement in the APR-DRG reimbursement system.

Capital Add On Payment—a payment made to a hospital in
addition to the base payment to reimburse for capital costs
incurred by the hospital.

Department—the Louisiana Department of Health (LDH), or its
successor, in the role of designated state agency for
administration of the Medical Assistance Program under Title XIX
of the Social Security Act or any successor Act.

Direct Graduate Medical Education Add-0On Payment—a payment

12



made to a hospital in addition to the base payment to reimburse
for graduate medical education costs incurred by the hospital.

DRG-Diagnostic Related Group.

L APR-DRG and DRG are used interchangeably. The

DRG values shown are the DRG numbers used in APR-DRG grouper
version 35.

a. Acute Care DRGs—cases in DRGs 4, 5, 10
through 427, 441 through 724, 791 through 850, 861, and 863
through 952.

b. Mental Health and Substance Abuse DRGs—cases
in DRGs 740 through 776.

(o8 Physical Rehabilitation DRGs—cases in DRGs
860 and 862.

d. Transplant DRGs—cases in DRGs 1, 2, 6, 7, 8
and 440.

Fiscal Model-the model used to assess future payments under
the DRG payment methodology.

Grouper-the term used for the software that classifies
inpatient cases into APR-DRGs.

High Outlier Hospital-a hospital which, when tested in the
fiscal model, would have received more than 33 percent of its
total reimbursement under the DRG reimbursement system as
outlier payments.

Length of Stay Factor-the value assigned to the number of

13



days in the length of stay for mental health and substance abuse
DRGs. The length of stay factors that are used shall be the
same across all mental health and substance abuse DRGs. The
department shall utilize the length of stay factors published
annually by the U.S. Department of Health and Human Services,
Centers for Medicare and Medicaid Services (CMS) for use in its
inpatient psychiatric facilities prospective payment system.

Long-Term Hospital-a hospital that is classified by
Medicare as a long-term hospital per 42 CFR 412.23(e) and does
not meet the criteria for placement in peer groups 1 through 9
provided for in this Chapter.

Medicare/Medicaid Cost Report-Form CMS-2552-10 or any
successor version of this report released by CMS. The
Medicare/Medicaid cost report captures the costs for hospitals
to deliver patient services. The Medicare/Medicaid cost report
is used as the source for annual payment updates to the DRG
reimbursement methodology as outlined in this Chapter.

Outlier Payment-the payment made when the cost of the case
exceeds a threshold amount established for the DRG/SOI.

Post Acute Care Day-a day in which a patient who was
admitted to a hospital as an inpatient remains in the hospital
facility beyond the period in which the patient meets the
medical necessity criteria for acute inpatient level of care.

Payment Year-the year beginning January 1 of each calendar
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year. Some pricing components for each hospital are updated at
the start of each payment vyear.

Public State-Owned Hospital-a hospital that is owned and
operated by the State of Louisiana.

Relative Weight-a factor assigned to a DRG/SOI that
measures the resources required to care for the case compared to
the resources required for the average case. The average
relative weight in a DRG payment system is 1.0. A relative
weight with a value less than 1.0 means that the DRG/SOI
requires resources that are less than the average case. A
relative weight with a value greater than 1.0 means that the
DRG/SOI requires resources that are greater than the average
case:

SOI-severity of illness level. 1In the APR-DRG
classification system, each DRG has four subordinate
classifications based on the designation of severity of illness.
The SOI designations are one through four, with one meaning the
lowest severity and four meaning the highest severity.

AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254 and Title XIX of the Social Security Act.

HISTORICAL NOTE: Promulgated by the Department of
Health, Bureau of Health Services Financing, LR 44:

§703. General Provisions

A. Effective with dates of discharge on or after January

15



1, 2019, the department shall calculate reimbursement for
inpatient stays using a diagnostic related group (DRG)-based
methodology. This methodology applies to all hospitals, except
long-term hospitals and public state-owned hospitals which shall
be exempt from the provisions of this Chapter.
AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254 and Title XIX of the Social Security Act.
HISTORICAL NOTE: Promulgated by the Department of
Health, Bureau of Health Services Financing, LR 44:
§705. Hospital Peer Group and Medicaid Utilization Criteria
A. The base rate assigned to each hospital paid under the
DRG payment system shall be based on two components:
1 the hospital’s peer group assignment; and
2. the designation of the hospital of its Medicaid
utilization volume.
B. Hospitals paid under the DRG payment system shall be
assigned to one of the following nine peer groups.
T Peer Group 1. Hospitals licensed by the State of
Louisiana that are physically located in Louisiana, are
recognized by Medicare as teaching hospitals, and that maintain
100 or more full-time equivalent interns and residents positions
as reported on the Medicare/Medicaid cost report, Schedule E-4,
Line 6, for the fiscal year that ended no less than 12 months

prior but no more than 24 month prior to the payment year.
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a. For purposes of this Rule, full-time
equivalent positions will be calculated as defined in 42 CFR
413.78.

2 Peer Group 2. Hospitals licensed by the State of
Louisiana that are physically located in Louisiana, are
recognized by Medicare as teaching hospitals, and that maintain
at least 10 but no more than 99 full-time equivalent interns and
residents as reported on the Medicare/Medicaid cost report,
Schedule E-4, Line 6 for the fiscal year that ended no less than
12 months prior but no less than 24 months prior to the payment
year.

a. For purposes of this Rule, full-time
equivalent positions will be calculated as defined in 42 CFR
413.78.

35 Peer Group 3. Hospitals licensed by the State of
Louisiana that are physically located in Louisiana and provide
acute care services, but do not meet the criteria for peer group
1, peer group 2, or peer group 4.

4. Peer Group 4. Hospitals licensed by the State of
Louisiana that are physically located in Louisiana and meet the
definition of a rural hospital as defined by R.S. 40:1189.3.

5. Peer Group 5. Hospitals licensed by the State of
Louisiana that are physically located in Louisiana, are

classified as a psychiatric hospital by Medicare per 42 CFR
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412.23(a), and that restrict their scope of services to the
treatment of mental health or substance use disorders.

6. Peer Group 6. Hospitals licensed by the State of
Louisiana that are physically located in Louisiana, are
classified as a rehabilitation hospital by Medicare per 42 CFR
412.23(b), and that restrict their scope of services to physical
rehabilitation care.

71N Peer Group 7. Hospitals outside of the State of
Louisiana that have enrclled as an inpatient hospital facility
with the department, are located within a 50-mile trade area of
the Louisiana state border, and that provided at least 500
inpatient hospital days to Louisiana Medicaid beneficiaries in
the fiscal model.

8. Peer Group 8. Hospitals located outside of the
State of Louisiana that have enrolled as an inpatient hospital
facility with the department, are exempt from the Medicare
inpatient prospective payment system, and that restrict their
scope of services to pediatric care.

9. Peer Group 9. Hospitals located outside of the
State of Louisiana that have enrolled as an inpatient hospital
facility with the department and do not meet the criteria of
peer group 7 or 8.

C. Certain hospitals shall also be assigned a Medicaid

utilization designation as follows:
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ix Hospitals in utilization group A are hospitals in
peer groups 1, 2, 3, 5 or 6 that have either:

&, forty percent or more of their patient days
paid by Medicaid as reported on the most recent filed
Medicare/Medicaid cost report, Worksheet S-3, for the fiscal
year that ended no less than 12 months prior but no more than 24
months prior to the payment year; or

b five percent or more of all paid Louisiana
Medicaid days among in-state acute care hospitals paid under DRG
in the fiscal model.

2 Hospitals in utilization group B are hospitals in
peer groups 1, 2, 3, 5 or 6 that have more than 20 percent but
less than 40 percent of their patient days paid by Medicaid as
reported on the most recent filed Medicare/Medicaid cost report,
Worksheet S-3, for the fiscal year that ended no less than 12
months prior but no more than 24 months prior to the payment
year.

3. Hospitals in Utilization Group C are:

a. hospitals in peer groups 1, 2, 3, 5 or 6
that have less than 20 percent of their patient days paid by
Medicaid as reported on the most recent filed Medicare/Medicaid
cost report, Worksheet S-3, for the fiscal year that ended no
less than 12 months prior but no more than 24 months prior to

the payment year; or

1.9



b. hospitals in peer groups 4, 7, 8 and 9.

4. For purposes of assigning hospitals to Medicaid
utilization groups A, B or C, the department may round a
hospital’s percentage up to the nearest integer if the
hospital’s rounding digit is 5 or greater.

D. Effective with dates of discharge on or after January
1, 2019, the data used to test for eligibility in utilization
group A, B or C under the Medicaid payer mix test shall be
compiled from each hospital’s Medicare/Medicaid cost report
filed with the department as of June 30, 2018.

1. The Medicaid utilization formula shall be
calculated by the department based upon data from Worksheet S-3
Part I. Medicaid utilization shall be equal te the sum of
Medicaid days in column 7 (including managed care and
subprovider, but excluding observation) divided by the sum of
all patient days in column 8 (including managed care and
subprovider, but excluding observation).

2., On an annual basis, the department shall compute
the utilization group for each hospital for the next payment
year using data from the Medicare/Medicaid cost report for the
fiscal year that ended no less than 12 months prior but no more
than 24 months prior to the payment year.

E. Effective with dates of discharge on or after January

1, 2019, the data used to test for eligibility in utilization
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group A under the percent of statewide Medicaid acute care days
test shall be calculated from data compiled for the fiscal model
stored in the department’s claims data warehouse as of March 31,
2018 of all paid Louisiana Medicaid days among in-state acute
care hospitals for the 12-month state fiscal year period that
ended June 30, 2017.

y 1 The percent of statewide acute care days formula
for a hospital is the hospital’s Louisiana Medicaid acute care
days divided by the sum of all hospital acute care days in the
data warehouse.

2. On an annual basis, the department shall compute
the percent of statewide acute care days for each hospital using
data stored in the department’s claims data warehouse as of
March 31 of the year prior to the payment year. The data used
in the calculation shall be from discharges in the state fiscal
year that ended 18 months prior to the payment year.

F. If a hospital’s proportion of Medicaid days as
reported on the Medicare/Medicaid cost report used in the
calculation changes upward or downward by more than five
percentage points from the prior year value, then the department
may use additional data sources to validate the results from the
Medicare/Medicaid cost report or ask the hospital to validate
the values reported on its Medicare/Medicaid cost report.

AUTHORITY NOTE: Promulgated in accordance with R.S.

2L



36:254 and Title XIX of the Social Security Act.

HISTORICAL NOTE: Promulgated by the Department of
Health, Bureau of Health Services Financing, LR 44:
§707. Base Rate Calculations and Values

A. With the exception of transplant cases, the cases
assigned to acute care DRG/SOIs shall be paid using a peer group
case rate. For peer groups 1, 2 and 3, the computation of the
peer group base rate shall be as follows.

L2 Compute the average inflated cost per case
(excluding capital and graduate medical education) for all
inlier cases in the relative weight database for the peer group.

2. Sum the relative weight values of all inlier
cases in the peer group.

s Compute a peer group case mix score by dividing
the sum of the relative weight values by the number of inlier
cases.

4. Compute the average inflated cost per case
adjusted for case mix by dividing the average inflated cost per
case for the peer group by its peer group case mix score.

5 The peer group base rate equals case mix adjusted
average cost per case multiplied by .65.

B. Effective with discharges on or after January 1, 2019,
the peer group base rates shall be as follows:

- peer group 1, $4,682.51;
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2 peer group 2, $4,581.37; and

Fa peer group 3, 5$4,337.33.

C. Hospitals assigned to utilization group C receive 100
percent of their peer group base rate. Hospitals assigned to
utilization group B receive 110 percent of their peer group base
rate. Hospitals assigned to utilization group A receive 120
percent of their peer group base rate.

D. For peer group 4, the computation of the peer group
base rate shall be in accordance with the Rural Hospital
Preservation Act and calculated as follows.

1. Sum the relative weight values of all inlier
cases for each hospital in the peer group.

2 Compute the hospital case mix score by dividing
the sum of the relative weight values by the number of inlier
cases for each hospital.

(8 Compute the average inflated cost per case
(excluding capital and graduate medical education) for all
inlier cases in the relative weight database for each hospital
in the peer group.

& Compute the average inflated cost per case
adjusted for case mix for each hospital by dividing the average
inflated cost per case for each hospital by its case mix score.

5. Determine the median value within the peer group

among all hospitals’ case mix adjusted average cost per case.
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Bz The peer group base rate equals 110 percent of
the median value of the case mix adjusted average cost per case
within the peer group.

E. Effective with discharges on or after January 1, 2019,
the base rate established for hospitals in peer group 4 shall be
$9,145.88.

E Notwithstanding other changes that may be made
for all hospitals in the DRG payment methodology, the base rate
established for hospitals in peer group 4 shall be rebased at
least once every two years. The new base rate will be effective
at the start of the payment year.

2. In the years in which the peer group 4 base rate
is not rebased, the peer group 4 base rate will be increased for
cost inflation. The new base rate will be effective at the
start of the payment year. The inflation factor applied is the
inpatient hospital four quarter moving average value for quarter
1 of the start of the payment year as published by CMS on June
30 of the year prior to the effective date.

Fs Effective with discharges on or after January 1, 2019,
the base rate established for hospitals in peer groups 7 and 8
shall be equal to the base rate set for hospitals in peer group
Fs

G. Effective with discharges on or after January 1, 2019,

the base rate established for hospitals in peer group 9 shall be
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equal to 90 percent of the base rate set for hospitals in peer
group 3.

H. A transitional base rate shall be established by the
department for hospitals that meet criteria as determined in the
fiscal model. The transitional base rate applies to cases in
acute care DRGs only.

Li Hospitals in peer groups 1, 2 and 4 are eligible
for a transitional base rate.

2 To be eligible for a transitional base rate, the
fiscal model developed by the department showed that the
hospital would receive payment for less than 70 percent of their
costs through the modeled DRG payment system.

S o If the hospital met the criteria for a
transitional base rate, then a transitional base rate has been
set for the hospital such that the payments in the fiscal model
are equivalent to 70 percent of the hospital’s costs.

4. The transitional base rate is effective for the
hospital with discharges on or after January 1, 2019 and will be
in force until such time as the base rates for peer groups 1, 2
and 4 are updated.

I. Ef fective with discharges on or after January 1, 2019,
cases assigned to mental health and substance use disorders DRGs
shall be paid using a psychiatric per diem rate for all peer

groups. This applies to hospitals in all peer groups and shall
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be as focllows:

1s The psychiatric per diem rate established for
hospitals in peer groups 1, 2, 3, 5, 6, 7 and 8 is $950.

a. Hospitals in peer groups 1, 2, 3, 5 and 6
assigned to utilization group B shall receive 110 percent of
their peer group psychiatric per diem rate.

b. Hospitals in peer groups 1, 2, 3, 5 and 6
assigned to utilization group A shall receive 120 percent of
their peer group psychiatric per diem rate.

2. The psychiatric per diem rate established for
hospitals in peer group 4 is $1,140.

3 The psychiatric per diem rate established for
hospitals in peer group 9 is $855.

J. Effective with discharges on or after January 1, 2019,
cases assigned to rehabilitation DRGs shall be paid using a
rehabilitation per diem rate for all peer groups. This applies
to hospitals in all peer groups and shall be as follows.

| The rehabilitation per diem rate established for
hospitals in peer groups 1, 2, 3, 5, 6, 7 and 8 is $500.

a. Hospitals in peer groups 1, 2, 3, 5 and 6
assigned to utilization group B shall receive 110 percent of
their peer group rehabilitation per diem rate.

b. Hospitals in peer groups 1, 2, 3, 5 and 6

assigned to utilization group A shall receive 120 percent of
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their peer group rehabilitation per diem rate.

2 The rehabilitation per diem rate established for
hospitals in peer group 4 is $600.

3. The rehabilitation per diem rate established for
hospitals in peer group 9 is $450.

AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254 and Title XIX of the Social Security Act.

HISTORICAL NOTE: Promulgated by the Department of
Health, Bureau of Health Services Financing, LR 44:

§709. Capital Add-On Values

A. Effective with discharges on or after January 1, 2019,
hospitals in peer groups 1, 2, 3, 4, 7, 8 and 9 shall be
eligible for a capital add-on payment for all acute care DRG
cases. The add-on payment is added to the hospital’s base
payment and is specific to each hospital.

B. The computation of the hospital capital add-on value
for hospitals in peer groups 1, 2, 3 and 4 shall be computed
from each hospital’s Medicare/Medicaid cost report as follows.

1. Sum the capital costs from Worksheet D part I,
column 1, line 200 and Worksheet D part II, column 1, line 200.

2, Obtain total acute discharges from Worksheet S-3,
part I, column 15, line 14.

3. The capital cost per discharge is the capital

costs divided by the total acute discharges.
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4, The hospital capital add on value shall equal the
capital cost per discharge multiplied by .65.

G- Hospitals shall be subject to a ceiling or floor value
on their hospital capital add-on value within their peer group.
The floor and ceiling values shall be computed separately for
the hospitals in peer groups 1, 2, 3 and 4 as follows:

1 Compute the straight average capital add-on value
within each peer group.

2 Multiply the straight average capital add-on
value by .65.

S Compute the standard deviation value within each
peer group based on the values in C.2 above.

4. Identify the hospitals that have values that are
two standard deviations above the peer group average value in
C.2 above. These hospitals are deemed high outlier hospitals.

5. Remove the high outlier hospitals from the
calculation and recompute the straight average capital add-on
value within each peer group using the remaining values computed
in C.2 above.

6 Compute the floor and ceiling value for each peer
group. The floor value is defined as the value that is one
standard deviation below the mean computed in C.5 above. The
ceiling value is defined as the value that is one standard

deviation above the mean computed in C.5 above.
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T Assign the floor value to hospitals that have a
computed hospital capital add-on value below the floor for their
peer group.

8. Assign the ceiling value to hospitals with a
hospital capital add-on value above the ceiling for their peer
group.

D. Effective January 1, 2019, hospitals in peer groups 7,
8 and 9 shall receive the same capital add-on value. For
hospitals in peer groups 7 and 8, the value shall be equal to
the straight average capital add-on value for peer group 3. For
hospitals in peer group 9, the value shall be equal to 90
percent of the straight average capital add-on value for peer
group 3.

i Hospital capital add-on values shall be updated on an
annual basis. The effective date for updated values shall be
with discharges on or after January 1 in each calendar year.

The source data used to compute the updated values shall be the
most recent filed Medicare/Medicaid cost report, submitted by
each hospital in peer groups 1, 2, 3 and 4, for the fiscal year
that ended no less than 12 months prior but no more than 24
months prior to the effective date.

AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254 and Title XIX of the Social Security Act.

HISTORICAL NOTE: Promulgated by the Department of
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Health, Bureau of Health Services Financing, LR 44:
§711. Direct Graduate Medical Education Add-On Values

A. Effective with discharges on or after January 1, 2019,
hospitals in peer groups 1 and 2 shall be eligible for a direct
graduate medical education add-on payment for all acute care DRG
cases. The add-on payment is added to the hospital’s base
payment. The direct graduate medical education add-on payment
shall be specific to each hospital. When the payment for an
acute care DRG case is made by a prepaid risk-bearing managed
care organization (MCO), the direct graduate medical education
add-on payment associated with the case will be paid directly by
the department.

s Payments will be made by the department to each
hospital in peer groups 1 and 2 on a quarterly basis.

2 The hospital will submit a report to the
department by the last day of each calendar quarter.

3. The report will itemize inpatient cases paid by
the MCOs to the hospital during the calendar quarter prior to
the calendar gquarter in which the report is due.

4. The payment to the hospital shall be calculated
by multiplying the number of discharges submitted on the
quarterly report times the hospital’s direct graduate medical
education add-on value.

S Payment amounts shall be verified by the
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department using reports of MCO paid inpatient discharges
generated from encounter data. Payment adjustments and
recoupments shall be made as necessary up to one year after the
initial claim payment is made by the department.

B. The direct graduate medical education add-on value
shall be computed from each hospital’s Medicare/Medicaid cost
report as follows:

1 Sum the direct graduate medical education costs
from Worksheet B part I, column 21, line 118 and Worksheet B
part I, column 22, line 118.

25 Obtain total acute discharges from Worksheet S-3,
part I, column 15, line 14.

3. The direct graduate medical education cost per
discharge is the direct graduate medical education costs divided
by the total acute discharges.

4. The hospital direct graduate medical education
add-on value shall equal the direct graduate medical education
cost per discharge multiplied by .65.

48 Hospital direct graduate medical education add-on
values shall be updated on an annual basis. The effective date
for updated values shall be for discharges on or after January 1
in each calendar year. The source data used to compute the
updated values shall be the most recent filed Medicare/Medicaid

cost report, for the fiscal year that ended no less than 12
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months prior but no more than 24 months prior to the effective
date.

AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254 and Title XIX of the Social Security Act.

HISTORICAL NOTE: Promulgated by the Department of
Health, Bureau of Health Services Financing, LR 44:

§713. Calculation of Relative Weight Values

A. Effective with discharges on or after January 1, 2019,
the department shall use the designated APR-DRG grouper software
to set the relative weight wvalues for DRG/SOIs that are used for
payment.

B Each DRG/SOI level shall be assigned a relative weight
value that is multiplied by the hospital’s base rate to compute
the base payment for the case. However, DRG 955 and 956 shall be
assigned a relative weight value of zero.

G The steps for computing the DRG/SOI relative weight
values shall be as follows.

1. All cases with the same DRG/SOI assignment from
the APR-DRG are grouped together.

. The cost values assigned to all cases in the same
DRG/SOI are summed and an average cost per case within each
DRG/SOI is computed.

3. Trim points are set for cost values on the low

and high side around the average cost. The low and high cost
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trim values are set within each DRG/SOI at two standard
deviations above or below the mean cost within the DRG/SOI.

4. Any claims with a cost value below the low trim
point or above the high trim point are removed from the relative
weight calculation.

5 A revised average cost per case for the cases
inside the trim points within each DRG/SOI is computed.

6. The average cost per case among all cases inside
the trim points of every DRG/SOI is computed.

T The provisional relative weight value for each
DRG shall be the average cost per case for the DRG/SOI divided
by the average cost per case among all DRG/SOIs.

D. After the provisional relative weight values are
computed, two tests shall be conducted by the department to
determine the stability of each relative weight.

7 The DRG must have at least ten cases.

2. There must be statistical confidence in the level
of variance allowed between the costs of the cases assigned to
the DRG/SOI. The formula for this test shall be the number of
claims being less than [(1.645/0.25) x (standard deviation/mean
cost)] ("2).

E. DRG/SOIs that do not meet both of the tests set forth
in Paragraph D above shall be deemed to have unstable relative

weight values.
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L If a DRG has one or more unstable relative weight
values, the cases in the DRG/SOI level with the unstable
relative weight shall be merged with the cases of an adjoining
DRG/SOI with a stable relative weight.

2. A new average cost per case and new relative
weight value shall be computed using the joined data and the new
relative weight value shall be assigned to both DRG/SOI levels.

3 The tests for stability are rerun. If the tests
for stability pass, then the new relative weight value shall be
used.

4. If the new relative weight is not deemed to be
stable, the process shall be repeated to merge the cases of
three SOI levels or as many as four SOI levels under the DRG/SOI
until the relative weight value is determined to be stable.

Y. Within a DRG, the relative weight values are
intended to increase as the SOOI increases. The one exception to
this is the relative weight values in DRG 588. If, upon initial
computation of the relative weight values do not increase when
the SOI level increases, an illogical progression has occurred.

1. When an illogical progression is found, then the
cases from the adjoining SOIs inside the DRG shall be merged and
a new average cost per case shall be computed for the two
combined SOIs.

2 An updated relative weight shall be computed and
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assigned to both SOIs. The test for illogical progressions
shall be rerun.

G. All relative weights shall be recalibrated so that the
average relative weight equals 1.0.

H. For the relative weight values that were developed for
use with discharges on or after January 1, 2019, three years of
cases shall be utilized in the calculations. Paid Medicaid
cases with discharges from July 1, 2014 to June 30, 2017 shall
be used as well as uninsured patient claims reported by
hospitals with dates of discharge July 1, 2014 to December 31,
2016.

L The cost value assigned to each case in the relative
weight development database shall utilize cost data from each
hospital that had cases in the relative weight database. The
cost assigned shall be the cost values from each hospital’s
Medicare/Medicaid cost report that matched to the year in which
the discharge occurred. The cost for each case in the relative
weight database shall be inflated to December 31, 2018. The
inflation factors used to inflate claim costs shall be derived
from the CMS’ economic index (Inpatient Hospital PPS). A four-
quarter moving average percent change value shall be assigned
for each month in the 36-month database of claims from July 1,
2014 through June 30, 2017.

Jis The department may choose to update the version of the
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APR-DRG grouper it uses upon the release of subsequent versions.
If the department chooses to update to another APR-DRG grouper
version, the department will set relative weight values to any
new DRG/SOIs in place in the new grouper version.

AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254 and Title XIX of the Social Security Act.

HISTORICAL NOTE: Promulgated by the Department of
Health, Bureau of Health Services Financing, LR 44:
§713. Payment Formulas

A. Effective with discharges on or after January 1, 2019,
four payment formulas shall be utilized for cases paid under the
APR-DRG system. The formula that is applied shall be dependent
upon the DRG that the discharge is assigned by the DRG grouper.

B The payment formula for acute care DRG cases shall be
the base payment plus the capital add-on payment plus the direct
graduate medical education add-on payment (if the hospital is
eligible) plus the outlier payment (if the case meets the
criteria).

L The outlier payment shall be made when the cost
of the case is greater than the sum of the base DRG payment plus
the capital add-on plus the direct graduate medical education
add on plus the fixed threshold value.

a. The cost of the case shall equal the charges

billed on the case multiplied by a hospital-specific cost-to-
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charge ratio.

578 The hospital-specific cost-to-charge ratio
shall be computed for each hospital in peer groups 1, 2, 3 and 4
using the hospital’s most recent filed Medicare/Medicaid cost
report, for the fiscal year that ended no less than 12 months
prior but no more than 24 months prior to the payment year. The
cost-to-charge ratio shall be computed as the total costs on
Worksheet C, part I, column 5, line 200 divided by the total
charges on Worksheet C, part I, column 8, line 200. Each
hospital’s cost-to-charge ratio shall be updated on an annual
basis effective January 1 of each year.

c, The fixed threshold value varies based on
hospital or DRG attribution. The fixed threshold value assigned
18z

i. 810,000 for all cases for any hospital
that meets the definition of a high outlier hospital;
ii. $10,000 for cases for all other
hospitals assigned to burn DRGs 841, 842, 843 and 844; or
iii. $30,000 for DRGs for all other
hospitals other than burn DRGs.

d. If the cost of the case exceeds the
calculated threshold value, then the costs above the threshold
value shall be multiplied by an outlier payment percentage. The

outlier payment shall equal the costs above the threshold
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multiplied by:
i. 1.0 for hospitals deemed a high outlier
hospital;
ii. 0.96 for hospitals assigned to
utilization group A;
iii. 0.88 for hospitals assigned to
utilization group B; or
iv. 0.80 for hospitals assigned to
utilization group C.

2. For acute care DRG cases, where the discharge
status code on the case equals 02, a transfer payment shall be
made that equals the lesser of the cost of the case or the
regular DRG payment, respectively calculated as follows:

a. The cost of the case equals the charges
billed on the case multiplied by a hospital-specific cost-to-
charge ratio.

B The regular DRG payment equals the base rate
multiplied by relative weight plus the capital add-on plus the
direct graduate medical education add-on (if hospital is
eligible) plus the outlier payment (if the case meets the
criteria).

By The payment formula for mental health and substance
use disorder DRG cases shall be the psychiatric per diem rate

multiplied by the relative weight then multiplied by the length
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of stay factor.

D. The payment formula for physical rehabilitation DRG
cases shall be the rehabilitation per diem rate multiplied by
the relative weight.

Eis The payment formula for transplant DRG cases shall be
the per diem payment plus the ancillary payment plus the organ
acquisition payment.

1. The per diem payment equals the number of days in
the length of stay multiplied by a hospital-specific per diem
rate.

2 The ancillary payment equals the charges on the
claim excluding room and board and organ acquisition multiplied
by a hospital-specific ancillary cost-to-charge ratio.

3. The organ acquisition payment shall be a set
payment that is specific to the hospital and to the organ or
organs. If the transplant case involves multiple organs, the
hospital will be eligible for payment for the acquisition costs
of each organ transplanted.

4. The source for the data used in this formula
shall be derived from each hospital’s Medicare/Medicaid cost
report. The values used in the payment formula shall be updated
annually with an effective date of January 1. The
Medicare/Medicaid cost report used in the calculation shall be

the cost reports submitted by hospitals to the department for
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the fiscal year that ended no less than 12 months prior but no
more than 24 months prior to the effective date.

5 The sources for each payment component shall be
as follows.

a. For the per diem rate, the cost value shown
on Worksheet D-1, line 43 or 46 for intensive care unit per diem
shall be multiplied by .90.

b. For the ancillary cost-to-charge ratio,
costs from Worksheet C, part I, column 5, lines 50 through 92
shall be divided by the charges from Worksheet C, part I, column
8, lines 50 through 92.

& For the organ acquisition cost, the cost
from Worksheet D-4 line 61 shall be divided by the total usable
organs on line 62.

d. A separate Worksheet D-4 shall be maintained
for each organ. In the case of bone marrow, if the hospital did
not record the specific acquisition cost of bone marrow on a
separate Worksheet D-4, the payment for the acquisition of bone
marrow shall be bone marrow acquisition charges multiplied by
the ancillary cost-to-charge ratio.

AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254 and Title XIX of the Social Security Act.
HISTORICAL NOTE: Promulgated by the Department of

Health, Bureau of Health Services Financing, LR 44:
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§915. Post Acute Payments

A. Effective with discharges on or after January 1, 2019,
a hospital shall not be denied payment for the post-acute days
unless the department or MCO can provide the services necessary
to ensure the continued safety of the patient in a setting other
than the hospital. When the following conditions are met, the
hospital shall be paid a post-acute payment in addition to the
DRG case payment for each post-acute day that the patient

remains in the care of the hospital:

L5 The hospital is assigned to peer group 1, 2, 3 or
4;

2 The patient is assigned to an acute care DRG;

3. The hospital has given 36 hours advance notice to

the department, or the MCO, that the patient no longer requires
inpatient level acute care; and

4. The hospital has provided documentation to the
department, or the MCO, showing that inpatient level of care is
no longer necessary for the patient.

B. Payment shall be made to the hospital for post-acute
days at a rate of $700 per day upon submission of the claim by
the hospital if all conditions are met. The department or the
MCO may choose to conduct a post-payment review on payments made
under this payment formula to determine if, in fact, the patient

no longer met medical necessity criteria for acute inpatient
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level of care starting with the day that post-acute payment was
requested. The department or the MCO may seek recoupment of
payment from the hospital on a retrospective basis when the
following situations occur:

1 if it has been determined through nationally
recognized clinical guidelines that the patient still met
medical necessity criteria for acute inpatient level of care for
some or all days paid under the post-acute payment policy; or

2 payment was made under the post-acute payment
methodology for days within the published average length of stay
for the DRG/SOI level that the patient was ultimately classified
into using the APR-DRG grouper.

AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254 and Title XIX of the Social Security Act.

HISTORICAL NOTE: Promulgated by the Department of
Health, Bureau of Health Services Financing, LR 44:
Chapter 9. Non-Rural, Non-State Hospitals
Subchapter A. General Provisions (Reserved)
Subchapter B. Reimbursement Methodology
§951. Acute Care Hospitals

A, Low Income and Needy Care Collaboration. Quarterly
supplemental payments will be issued to qualifying non-rural,
non-state acute care hospitals for inpatient services rendered

during the gquarter. Maximum aggregate payments to all qualifying
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hospitals in this group shall not exceed the available upper
payment limit per state fiscal year.

L. Qualifying Criteria. In order to qualify for the
supplemental payment, the non-rural, non-state hospital must be
affiliated with a state or local governmental entity through a
low income and needy care collaboration agreement.

a. Non-State Hospital—a hospital which is owned
or operated by a private entity.

b. Low Income and Needy Care Collaboration
Agreement—an agreement between a hospital and a state or local
governmental entity to collaborate for purposes of providing
healthcare services to low income and needy patients.

2 Each qualifying hospital shall receive quarterly
supplemental payments for the inpatient services rendered during
the quarter. Quarterly payment distribution shall be limited to
one-fourth of the lesser of:

a. the difference between each qualifying
hospital’s inpatient Medicaid billed charges and Medicaid
payments the hospital receives for covered inpatient services
provided to Medicaid recipients. Medicaid billed charges and
payments will be based on a 12 consecutive month period for
claims data selected by the department; or

b. for hospitals participating in the Medicaid

Disproportionate Share Hospital (DSH) Program, the difference
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between the hospital’s specific DSH limit and the hospital’s DSH
payments for the applicable payment period.

3. All parties that participate in supplemental
payments under this Section, either as a qualifying hospital by
receipt of supplemental payments, or as a state or local
governmental entity funding supplemental payments, must meet the
following conditions during the period of their participation.

a. Each participant must comply with the
prospective conditions of participation in the Louisiana Private
Hospital Upper Payment Limit Supplemental Reimbursement Program.

b. A participating hospital may not make a cash
or in-kind transfer to their affiliated governmental entity that
has a direct or indirect relationship to Medicaid payments and
would violate federal law.

C. A participating governmental entity may not
condition the amount it funds the Medicaid Program on a
specified or required minimum amount of low income and needy
care.

d. A participating governmental entity may not
assign any of its contractual or statutory obligations to an
affiliated hospital.

e. A participating governmental entity may not
recoup funds from an affiliated hospital that has not adequately

performed under the low income and needy care collaboration
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agreement.

k. A participating hospital may not return any
of the supplemental payments it receives under this Section to
the governmental entity that provides the non-federal share of
the supplemental payments.

g. A participating governmental entity may not
receive any portion of the supplemental payments made to a
participating hospital under this Section.

4. Each participant must certify that it complies
with the requirements of §951.A.3 by executing the appropriate
certification form designated by the department for this
purpose. The completed form must be submitted to the Department
of Health, Bureau of Health Services Financing.

5 FEach qualifying hospital must submit a copy of
its low income and needy care collaboration agreement to the
department.

6. The supplemental payments authorized in this
Section shall not be considered as interim Medicaid inpatient
payments in the determination of cost settlement amounts for
inpatient hospital services rendered by children's specialty
hospitals.

AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254 and Title XIX of the Social Security Act.

HISTORICAL NOTE: Promulgated by the Department of

45



Health, Bureau of Health Services Financing, LR 44:
§953. Outlier Payments

A. Pursuant to §1902(s) (1) of title XIX of the Social
Security Act, additional payments called outlier payments shall
be made to hospitals for catastrophic costs associated with
inpatient services provided to:

L children less than six years of age who receive
services in a disproportionate share hospital setting; and

2. infants less than one year of age who receive
services in any acute care hospital setting.

B The marginal cost factor for outlier payments is
considered to be 100 percent of costs after the costs for the
case exceed the sum of the hospital’s prospective payment and
any other payment made on behalf of the patient for that stay by
any other payee.

C To qualify as a payable outlier claim, a deadline of
not later than six months subsequent to the date that the final
claim is paid shall be established for receipt of the written
request for outlier payments.

E. A catastrophic outlier pool shall be established with
annual payments limited to $10,000,000. In order to qualify for
payments from this pool, the following conditions must be met:

il the claims must be for cases for:

a. children less than six years of age who
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received inpatient services in a disproportionate share hospital
setting; or

b. infants less than one year of age who
receive inpatient services in any acute care hospital setting;
and

24 the costs of the case must exceed $150,000.

a. The hospital specific cost to charge ratio
utilized to calculate the claim costs shall be calculated using
the Medicaid neonatal intensive care unit (NICU) or pediatric
intensive care unit (PICU) costs and charge data from the most
current cost report. E. The outlier pool will cover
eligible claims with admission dates during the state fiscal
year (July 1-June 30) and shall not exceed $10,000,000 annually.
Payment shall be the costs of each hospital’s eligible claims
less the prospective payment, divided by the sum of all eligible
claims costs in excess of payments, multiplied by $10,000,000.

F. Beginning with SFY 2020, the outlier pool will cover
eligible claims through dates of service on or before December
31, 2018 and shall not exceed $5,000,000.

G. The claim must be submitted no later than six months
subsequent to the date that the final claim is paid and no later
than September 15 of each year.

H. Qualifying cases for which payments are not finalized

by September 1 shall be eligible for inclusion for payment in
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the subsequent state fiscal year outlier pool.

g Outliers are not payable for:
138 transplant procedures; or
2 services provided to patients with Medicaid

coverage that is secondary to other payer sources.

AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254 and Title XIX of the Social Security Act.

HISTORICAL NOTE: Promulgated by the Department of
Health, Bureau of Health Services Financing, LR 44:

§955. Long-Term Hospitals

A. Qualifying Criteria. Hopsitals licensed by the state
of Louisiana that are physically located in Louisiana and are
classified by Medicare as a long-term hospital per 42 CFR
412.23 (e) .

B. Reimbursement. Payment for inpatient services
provided in a long-term hospital shall be at a prospective per
diem rate of $826.54.

AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254 and Title XIX of the Social Security Act.

HISTORICAL NOTE: Promulgated by the Department of
Health, Office of the Secretary, Bureau of Health Services
Financing, LR 44:

§957. Public Hospitals

A. Non-Rural, non-state public hospitals shall be
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reimbursed up to the Medicare inpatient upper payment limits as
determined in accordance with 42 CFR §447.272.

B. Quarterly supplemental payments will be issued to
qualifying non-rural, non-state public hospitals for inpatient
services rendered during the quarter. Payment amounts shall be
reimbursed up to the Medicare inpatient upper payment limits as
determined in accordance with 42 CFR §447.272.

1: Qualifying Criteria. In order to qualify for the
quarterly supplemental payment, the non-rural, non-state public
acute care hospital must:

a. be designated as a major teaching hospital
by the department as of July 1, 2015 and have at least 300
licensed acute hospital beds; or

b. for dates of service on or after August 1,
2012, be located in a city with a population of over 300,000 as
of the 2010 U.S. Census.

C: Each gualifying hospital shall receive quarterly
supplemental payments for the inpatient services rendered during
the quarter. Quarterly payments shall be the difference between
each qualifying hospital’s inpatient Medicaid billed charges and
Medicaid payments the hospital receives for covered inpatient
services provided to Medicaid recipients. Medicaid billed
charges and payments will be based on a 12 consecutive month

period for claims data selected by the department.
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D. With respect to qualifying hospitals that are enrolled
in Medicaid after December 1, 2013, projected Medicaid
utilization and claims data submitted by the hospital and
confirmed by the department as reasonable will be used as the
basis for making quarterly supplemental payments during the
hospital’s start-up period.

1. For purposes of these provisions, the start-up
period shall be defined as the first three years of operation.

2 During the start-up period, the department shall
verify that supplemental payments do not exceed the inpatient
charge differential based on each state fiscal year’s claims
data and shall recoup amounts determined to have been overpaid.

E. In the event that there is allowable non-state public
upper payment limit that is not utilized, additional non-state
public hospitals as defined by the department may be qualified
for this payment.

AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254 and Title XIX of the Social Security Act.

HISTORICAL NOTE: Promulgated by the Department of
Health, Bureau of Health Services Financing, LR 44:

§959. Children’s Specialty Hospitals

A. Effective for dates of service on or after February 1,

2012 through a discharge date on or before December 31, 2018,

medical education payments for inpatient services which are
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reimbursed by a prepaid risk-bearing MCO shall be paid by
Medicaid monthly as interim lump sum payments.

1 Hospitals with qualifying medical education
programs shall submit a listing of inpatient claims paid each
month by each MCO.

a. Qualifying Medical Education Programs—
graduate medical education, paramedical education, and nursing
schools.

2 Monthly payments shall be calculated by
multiplying the number of qualifying inpatient days times the
medical education costs included in each children’s specialty
hospital’s interim per diem rate as calculated per the latest
filed Medicaid cost report.

3 Final payment shall be determined based on the
actual MCO covered days and medical education costs for the cost
reporting period per the Medicaid cost report. Reimbursement
shall be at the same percentage that is reimbursed for fee-for-
service covered Medicaid costs after application of
reimbursement caps.

AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254 and Title XIX of the Social Security Act.

HISTORICAL NOTE: Promulgated by the Department of
Health, Bureau of Health Services Financing, LR 44:

Chapter 11. Rural, Non-State Hospitals
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Subchapter A. General Provisions (Reserved)
Subchapter B. Reimbursement Methodology
§11.25., Small Rural Hospitals

A. Low Income and Needy Care Collaboration. Quarterly
supplemental payments shall be issued to qualifying non-state
acute care hospitals for inpatient services rendered during the
quarter. Maximum aggregate payments to all qualifying hospitals
in this group shall not exceed the available upper payment limit
per state fiscal year.

y I8 Qualifying Criteria. In order to qualify for the
supplemental payment, the non-state hospital must be affiliated
with a state or local governmental entity through a low income
and needy care collaboration agreement.

a. Non-State Hospital—a hospital which is owned
or operated by a private entity.

b. Low Income and Needy Care Collaboration
Agreement—an agreement between a hospital and a state or local
governmental entity to collaborate for purposes of providing
healthcare services to low income and needy patients.

En Each qualifying hospital shall receive quarterly
supplemental payments for the inpatient services rendered during
the quarter. Quarterly payment distribution shall be limited to
one-fourth of the lesser of:

a. the difference between each qualifying
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hospital’s inpatient Medicaid billed charges and Medicaid
payments the hospital receives for covered inpatient services
provided to Medicaid recipients. Medicaid billed charges and
payments will be based on a 12 consecutive month period for
claims data selected by the department; or
b. for hospitals participating in the Medicaid

DSH Program, the difference between the hospital’s specific DSH
limit and the hospital’s DSH payments for the applicable payment
period.

AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254 and Title XIX of the Social Security Act.

HISTORICAL NOTE: Promulgated by the Department of
Health, Bureau of Health Services Financing, LR 44:
Chapter 13. Teaching Hospitals
Subchapter A. General Provisions (Reserved)
Subchapter B. Reimbursement Methodology
S1331. Acute Care Hospitals

A. Effective for dates of service on or after February 1,
2012 through a date of discharge on or before December 31, 2018,
medical education payments for inpatient services which are
reimbursed by a prepaid risk-bearing MCO shall be paid monthly
by Medicaid as interim lump sum payments.

Lw Hospitals with qualifying medical education

programs shall submit a listing of inpatient claims paid each
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month by each MCO.

a. Qualifying medical education programs are
defined as graduate medical education, paramedical education,
and nursing schools.

2 Qualifying hospitals must have a direct medical
education add-on component included in their prospective
Medicaid per diem rates as of January 31, 2012 which was carved-
out of the per diem rate reported to the MCOs.

. 8 Monthly payments shall be calculated by
multiplying the number of qualifying inpatient days submitted by
the medical education costs component included in each
hospital’s fee-for-service prospective per diem rate. Monthly
payment amounts shall be verified by the department semi-
annually using reports of MCO covered days generated from
encounter data. Payment adjustments or recoupments shall be made
as necessary based on the MCO encounter data reported to the
department.

AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254 and Title XIX of the Social Security Act.
HISTORICAL NOTE: Promulgated by the Department of

Health, Bureau of Health Services Financing, LR 44:

Chapter 17. Public-Private Partnerships
§1701. Baton Rouge Area Hospitals
A. Qualifying Criteria. The department shall provide
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supplemental Medicaid payments for inpatient hospital services
rendered by non-state privately owned hospitals in the Baton
Rouge Area that meet the following conditions.

1. The hospital must be a non-state privately owned
and operated hospital that enters into a cooperative endeavor
agreement with the Department of Health to increase its
provision of inpatient Medicaid and uninsured hospital services
by:

a. assuming the management and operation of
services at a facility where such services were previously
provided by a state owned and operated facility; or

b providing services that were previously
delivered and terminated or reduced by a state owned and
operated facility.

B. Reimbursement Methodology

D Payments shall be made quarterly based on the
annual upper payment limit calculation per state fiscal year.

2. Payments shall not exceed the allowable Medicaild
charge differential. The Medicaid inpatient charge differential
is the Medicaid inpatient charges less the Medicaid inpatient
payments (which includes both the base payments and supplemental
payments) .

a. The payments will be made in four equal

quarterly payments based on 100 percent of the estimated charge
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differential for the state fiscal year.

=, W The qualifying hospital will provide quarterly
reports to the department that will demonstrate that, upon
implementation, the annual Medicaid inpatient payments do not
exceed the annual Medicaid inpatient charges per 42 CFR 447.271.
The department will verify the Medicaid claims data of these
interim reports using the state’s MMIS system. When the
department receives the annual cost report as filed, the
supplemental calculations will be reconciled to the cost report.

4. If there is additional cap room, an adjustment
payment will be made to assure that supplemental payments are
the actual charge differential. The supplemental payments will
also be reconciled to the final cost report.

D The annual supplemental payments will not exceed
the allowable Medicaid inpatient charge differential per 42 CFR
447.271, and the maximum inpatient Medicaid payments shall not
exceed the upper limit per 42 CFR 447.272.

AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254 and Title XIX of the Social Security Act.

HISTORICAL NOTE: Promulgated by the Department of
Health, Bureau of Health Services Financing, LR 44:
§1703. Reimbursement Methodology

A. A major teaching hospital that enters into a

cooperative endeavor agreement with the Department of Health to
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provide acute care hospital services to Medicaid and uninsured
patients and which assumes providing services that were
previously delivered and terminated or reduced by a state-owned
and operated facility shall be reimbursed as follows.

L The inpatient reimbursement shall be reimbursed
at 95 percent of allowable Medicaid costs. The interim
reimbursement may be adjusted not to exceed the final
reimbursement of 95 percent of allowable Medicaid costs.

AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254 and Title XIX of the Social Security Act.
HISTORICAL NOTE: Promulgated by the Department of

Health, Bureau of Health Services Financing, LR 44:

Chapter 19. Medicare Part A Claims
§1901. Inpatient Hospital Services
A. Medicaid reimbursement on Medicare Part A claims for

inpatient hospital services is limited to the Medicaid maximum
payment by comparing the Medicare payment to the amount that
Medicaid would have paid. If the Medicare payment amount exceeds
the amount that Medicaid would pay on the claim, the claim is
adjudicated as a paid claim with a zero payment. If the amount
that Medicaid would have paid exceeds the Medicare payment, the
claim is reimbursed at the lesser of the coinsurance and
deductible or up to the Medicaid maximum. If the Medicaid

payment is reduced or eliminated as a result of applying the
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limit of the Medicaid maximum payment, the amount of the
Medicare payment plus the amount of the Medicaid payment (if
any) is considered to be payment in full for the service. The
recipient does not have any legal liability to make payment for
the service.

B. Medicare Part A claims for inpatient services in small
rural hospitals, and skilled nursing units located in small
rural hospitals, are excluded from the Medicaid maximum payment
limitation provision. Small rural hospitals are defined in R.S.
4Q31.189. 3.

AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254 and Title XIX of the Social Security Act.

HISTORICAL NOTE: Promulgated by the Department of
Health, Bureau of Health Services Financing, LR 44:

§1903. Inpatient Psychiatric Services

A. Medicaid reimbursement on Medicare Part A claims for
inpatient psychiatric services is limited to the Medicaid
maximum payment by comparing the Medicare payment to the amount
that Medicaid would have paid. If the Medicare payment amount
exceeds the amount that Medicaid would pay on the claim, the
claim is adjudicated as a paid claim with a zero payment. If
the amount that Medicaid would have paid exceeds the Medicare
payment, the claim is reimbursed at the lesser of the

coinsurance and deductible or up to the Medicaid maximum. If the
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Medicaid payment is reduced or eliminated as a result of
applying the limit of the Medicaid maximum payment, the amount
of the Medicare payment plus the amount of the Medicaid payment
(if any) is considered to be payment in full for the service.
The recipient does not have any legal liability to make payment
for the service.

AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254 and Title XIX of the Social Security Act.

HISTORICAL NOTE: Promulgated by the Department of
Health, Bureau of Health Services Financing, LR 44:

Implementation of the provisions of this Rule may be
contingent upon the approval of the U.S. Department of Health
and Human Services, Centers for Medicare and Medicaid Services
(CMS), if it is determined that submission to CMS for review and
approval 1is required.

In compliance with Act 1183 of the 1999 Regular Session of
the Louisiana Legislature, the impact of this proposed Rule on
the family has been considered. It is anticipated that this
proposed Rule will have no impact on family functioning,
stability and autonomy as described in R.S. 49:972.

In compliance with Act 854 of the 2012 Regular Session of
the Louisiana Legislature, the poverty impact of this proposed
Rule has been considered. It is anticipated that this proposed

Rule will have no impact on child, individual, or family poverty
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in relation to individual or community asset development as
described in R.S. 49:973.

In compliance with House Concurrent Resolution (HCR) 170 of
the 2014 Regular Session of the Louisiana Legislature, the
provider impact of this proposed Rule has been considered. It is
anticipated that this proposed Rule will have no impact on the
staffing level requirements or qualifications required to
provide the same level of service, no direct cost or indirect
cost to the provider to provide the same level of service, and
will have no impact on the provider’s ability to provide the
same level of service as described in HCR 170.

Interested persons may submit written comments to Jen
Steele, Bureau of Health Services Financing, P.O. Box 91030,
Baton Rouge, LA 70821-9030 or by email to MedicaidPolicy@la.gov.
Ms. Steele is responsible for responding to inquiries regarding
this proposed Rule. A public hearing on this proposed Rule is
scheduled for Thursday, September 27, 2018 at 9:30 a.m. in Room
173, Bienville Building, 628 North Fourth Street, Baton Rouge,
LA. At that time all interested persons will be afforded an
opportunity to submit data, views or arguments either orally or
in writing. The deadline for receipt of all written comments is
4:30 p.m. on the next business day following the public hearing.

Rebekah E. Gee MD, MPH

Secretary

60



FISCAL AND ECONOMIC IMPACT STATEMENT
FOR ADMINISTRATIVE RULES

Person

Preparing

Statement: Veronica Dent Dept.: Health

Phone: 342-3238 Office: Bureau of Health Services

Financing

Return P.O. Box 91030

Address: Baton Rouge, LA Rule Title: Inpatient Hospital Services
Date Rule Takes Effect: November 20, 2018

SUMMARY

In accordance with Section 953 of Title 49 of the Louisiana Revised Statutes,
there is hereby submitted a fiscal and economic impact statement on the rule

proposed for adoption, repeal or amendment. The following summary statements,
based on the attached worksheets, will be published in the Louisiana Register

with the proposed agency rule.

1.

I1.

I1I.

ESTIMATED IMPLEMENTATION COSTS (SAVINGS) TO STATE OR LOCAL GOVERNMENTAL
UNITS (SUMMARY)

It is anticipated that implementation of this proposed rule will result in
estimated state general fund net savings of approximately 52,635,367 for FY
18-18, $4,713,209 for FY 19-20 and $5,430,031 for FY 20-21. The required
state general fund match will be offset by the anticipated revenue
collections from the Medicaid Assistance Trust Fund premium taxes in the
amount of approximately $16,085,152 in FY 19-20 and $12,185,721 in FY 20-21.
It is anticipated that $6,804 ($3,402 SGF and $3,402 FED) will be expended
in FY 18-18 for the state’s administrative expense for promulgation of this
proposed rule and the final rule. The numbers reflected above are based on a
blended Federal Medical Assistance Percentage (FMAP) rate of 64.67 percent
in FY 18-19 for the projected non-expansion population, and an FMAP rate of
93.5 percent in FY 18-19, 91.5 percent in FY 19-20 and 90.0 in FY 20-21
percent for the projected expansion population.

ESTIMATED EFFECT ON REVENUE COLLECTIONS OF STATE OR LOCAL GOVERNMENTAL UNITS
(Summary)

It is anticipated that the implementation of this proposed rule will
increase federal revenue collections by approximately $23,267,409 for FY 18-
18, £83,412,356 for FY 19-20 and $79,838,338 for FY 20-21. The proposed rule
will also increase revenue collections by approximately $16,085,152 in FY
19-20 and 5$12,185,721 in FY 20-21 from the Medicaid Assistance Trust Fund
premium taxes. It is anticipated that $3,402 will be expended in FY 18-19
for the federal administrative expenses for promulgation of this proposed
rule and the final rule. The numbers reflected above are based on a blended
Federal Medical Assistance Percentage (FMAP) rate of 64.67 percent in FY 18-
19 for the projected non-expansion population, and an FMAP rate of 93.5
percent in FY 18-19, 91.5 percent in FY 19-20 and 90.0 in FY 20-21 percent
for the projected expansion population.

ESTIMATED COSTS AND/OR ECONOMIC BENEFITS TO DIRECTLY AFFECTED PERSONS OR
NON-GOVERNMENTAL GROUPS (Summary)

This proposed rule repeals and replaces the Rules governing inpatient
hospital services in order to adopt an all patient refined diagnostic
related group (APR-DRG) reimbursement methodology and to revise the
remaining provisions for inpatient hospital services to ensure that these
provisions are appropriately promulgated in a codified format for inclusion
in the Louisiana Administrative Code. It is anticipated that implementation
of this proposed rule will result in a net increase in programmatic
expenditures for inpatient hospital services by approximately 520,625,238
for FY 18-19, 594,784,299 for FY 19-20 and $66,594,029 for FY 20-21.



Iv.

ESTIMATED EFFECT ON COMPETITION AND EMPLOYMENT (Summary)

This rule has no known effect on competition and employment.

W

Signature of Agency Head éﬁﬁislative Fiscal’ Officer
or Designee or Designee

Jen Steele, Medicaid Director

Typed name and Title of Date of Signature
Agency Head or Designee

Fet oclly

LDH/BHSF Budget Head Date of Signature



FISCAL AND ECONOMIC IMPACT STATEMENT
FOR ADMINISTRATIVE RULES

The following information is required in order to assist the Legislative Fiscal
Office in its review of the fiscal and economic impact statement and to assist
the appropriate legislative oversight subcommittee in its deliberations on the
proposed rule.

A.

Provide a brief summary of the content of the rule (if proposed for
adoption or repeal) or a brief summary of the change in the rule (if
proposed for amendment). Attach a copy of the notice of intent and a copy
of the rule proposed for initial adoption or repeal (or, in the case of a
rule change, copies of both the current and proposed rules with amended
portions indicated).

This proposed rule repeals and replaces the Rules governing inpatient
hospital services in order to adopt an all patient refined diagnostic
related group (APR-DRG) reimbursement methodology and to revise the
remaining provisions for inpatient hospital services to ensure that these
provisions are appropriately promulgated in a codified format for inclusion
in the Louisiana Administrative Code.

Summarize the circumstances that reguire this action. If the action is
regquired by federal regulations, attach a copy of the applicable
regulation.

The Department of Health, Bureau of Health Services Financing proposes to
repeal and replace the Rules governing inpatient hospital services in order
to adopt an all patient refined diagnostic related group (APR-DRG)
reimbursement methodology and to revise the remaining provisions for
inpatient hospital services to ensure that these provisions are
appropriately promulgated in a codified format for inclusion in the
Louisiana Administrative Code.

Compliance with Act 11 of the 1986 First Extraordinary Session.

{1} Will the proposed rule change result in any increase in the
expenditure of funds? If so, specify amount and source of funding.

Yes, this proposed rule will result in a net increase in programmatic
costs by approximately 520,632,042 for FY 18-19 §94,784,299 for FY 19-
20 and $86,594,029 for FYy 20-21. In FY 18-19, $6,804 is included for
the state’s administrative expense for promulgation of this proposed
rule and the final rule.

{2) If the answer to (1) above is yes, has the Legislature specifically
appropriated the funds necessary for the associated expenditure

increase?
(a) If yes, attach documentation.
{(b) X If no, provide justification as to why this rule change

should be published at this time.

Act 2 of the 2018 Second Extraordinary Session of the Louisiana
Legislature allocated funds to the Medical Vendor Program for payments
to providers and the operation of the Medicaid Program, and thereby,
authorizes the expenditure of these funds. This proposed Rule should
be published at this time to ensure that hospitals are accurately and
equitably reimbursed by using a more modern reimbursement methodology
that is being used by many other state Medicaid programs.



FISCAL AND ECONOMIC IMPACT STATEMENT
WORKSHEET

A. COST OR SAVINGS TO STATE AGENCIES RESULTING FROM THE ACTION PROPOSED
1, What is the anticipated increase or (decrease) in cost to implement
the proposed action?
COoSsT FY 18-19 FY 19-20 FY 20-21
PERSONAL SERVICES
OPERATING EXPENSES $6,804 50 s0
PROFESSIONAL SERVICES
OTHER CHARGES $20, 625,238 $94,784,299 $86,594,029
REPAIR & CONSTR.
POSITIONS (#)
TOTAL $20,632,042 $94,784,299 $86,594,029
2. Provide a narrative explanation of the costs or savings shown in
"A.1.”, including the increase or reduction in workload or additional
paperwork (number of new forms, additional documentation, etc.)
anticipated as a result of the implementation of the proposed action.
Describe all data, assumptions, and methods used in calculating these
COStCSs.
The expenses reflected above are the increases in estimated
programmatic expenditures in the Medicaid program for inpatient
hospital services. In FY 18-19, 56,804 is included for the state’s
administrative expense for promulgation of this proposed rule and the
final rule.
3. Sources of funding for implementing the proposed rule or rule change.
Source FY 18-19 FY 19-20 FY 20-21
SINIC SEmCRh ($2,635,367) | ($4,713,209) | ($5,430,031)
FUND
SELF-GENERATED
FEDERAL FUND $23,267,409 $83,412,356 $79,838,338
OTHER (Specify)
Medicaid Assistance
Trust Fund Premium 50 516,085,152 512,185,721
Taxes used as an
offset to the State
General Fund
Total $20,632,042 $94,784,299 $86,594,029
4. Does your agency currently have sufficient funds to implement the
proposed action? I1f not, how and when do you anticipate obtaining such
funds?
Yes, sufficient funds are available to implement this rule.
B. COST OR SAVINGS TO LOCAL GOVERNMENTAL UNITS RESULTING FROM THIS

PROPOSED ACTION.

Provide an estimate of the anticipated impact of the proposed action
on local governmental units, including adjustment in workload and
paperwork requirements. Describe all data, assumptions and methods
used in calculating this impact.

This proposed rule has no known impact on local governmental units.



FISCAL AND ECONOMIC IMPACT STATEMENT

WORKSHEET

2. Indicate the sources of funding of the local governmental unit that
will be affected by these costs or savings.
There is no known impact on the sources of local governmental unit
funding.

II. EFFECT ON REVENUE CCLLECTIONS OF STATE AND LOCAL GOVERNMENTAL UNITS

A. What increase or (decrease) in revenues can be expected from the

proposed action?
REVENUE INCREASE/DECREASE FY 18-19 FY 19-20 FY 20-21

STATE GENERAL FUND

AGENCY SELF-GENERATED

RESTRICTED FUNDS¥*
Medicaid Assistance Trust
Fund Premium Taxes used
to offset the State
General Fund

$0 $16,085,152 $12,185,721

FEDERAL FUNDS $23,267,409 $83,412,356 $79,838, 338

LOCAL FUNDS

Total

$23,267,409 $99,497,508 $92,024,059

*Specify the particular fund being impacted

B.

Provide a narrative explanation of each increase or decrease in
revenue shown in "A". Describe all data, assumptions, and methods
used in calculating these increases or decreases.

The amounts reflected above are the estimated increase in the federal
share of programmatic expenditures for the Medicaid program. In FY 18-
19, §3,402 is included for the federal expense for promulgation of
this proposed rule and the final rule.

III. COSTS AND/OR ECONOMIC BENEFITS TO DIRECTLY AFFECTED PERSONS OR NON-

GOVERNMENTAL GROUPS

A.

What persons or non-governmental groups would be directly affected by
the proposed action? For each, provide an estimate and a narrative
description of any effects on costs, including workload adjustments
and additional paperwork (number of new forms, additional
documentation, etc.)

This proposed rule repeals and replaces the Rules governing inpatient
hospital services in order to adopt an all patient refined diagnostic
related group (APR-DRG) reimbursement methodology and to revise the
remaining provisions for inpatient hospital services to ensure that
these provisions are appropriately promulgated in a codified format
for inclusion in the Louisiana Administrative Code.

Also, provide an estimate of any revenue impact resulting from this
rule or rule change to these groups.

It is anticipated that implementation of this proposed rule will
increase programmatic expenditures for inpatient hospital services by
approximately $20,625,238 for FY 18-19 $94,784,299 for FY 19-20 and
586,594,029 for FY 20-21,

Iv. EFFECTS ON COMPETITION AND EMPLOYMENT

Identify and provide estimates of the impact of the proposed action on
competition and employment in the public and private sectors. Include
a summary of any data, assumptions and methods used in making these

estimates.

This rule has no known effect on competition and employment.
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