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STATE PLAN UNDER TITLE XIX OF TBE SOCIAL SECURITY ACT 
STATE TENNESSEE 

IETHODS AND STANDARDS ?OR ESTABLISHING P m  
RATES ?OR INPATIENT HOSPITAL SERVICES 

I REIMBUFCSEXENT WETHODOLOGY ?OR PROVIDERS OF ACUTE CARE HOSPITAL SERVICES 

All hospitals enrolled in the Tenneseee Wedicafd Program, except those mpecified 
as exempt, with fiecal years beginning on or after October 1, 1983, mhall be 
reimbursed on a prospective payment methodology. Exapt providers, mhall be 
reimbursed in accordance with Medicare, Title N I I I  principles and mtandards in 
effect on October 1, 1982, and described in 42 CFR 405. Exempt providers u e  
mubject to the revaluation of asset6 provirion, Section 2314 of the Deficit 
Reduction Act (DEFRA). Enrolled hospitals .hall meet mtate licensure requiremente 
for an acute care hoepital and ohall be certified by the Medicare program as an 
acute care hoepital ae of the date of the hospital's enrollment in the Tennessee 
Medicaid Program. 

7 - 
Cost Reporting Requirement - In order to be eligible for payment by the Medicaid 
program for hoepital servicee provided to Tenneesee Medicaid beneficiaries, 
providers, including thoee paid by a prospective method, are required at each 
provider's fiscal year end, upon termination of provider mtatue, change in 
omerehip, or enrollment ae a new provider, to mubmit to the Comptroller of the 
Treasury an annual cost report on forme deeignated by the Department. Thie report 
mhall be submitted not later than three monthe from the end of each provider's 
fiscal year. Such cost reports must be completed in accor~dance with the Medicare 
principles of cost reimbursement set out in the Medicate Provider ReFmbursement 
Manual, in effect on October 1, 1982, except where the Depa-ent may mpecify 
otherwiee. All covered services are to be in accordance with the Medicaid Program 
definition of covered services. 

Providere which fail to submit cost reports which comply with Title XVIII 
principles in effect on October 1, 1982 and deecribed at 42 CPR 405 rhall be 
mubject to penaltiee imposed by such regulations. Except as stated in Providers 
Exempted from Prospective Payment Methodology, hospitals not filing cost report6 
for a epecific period shall be required to refund all payment made under this 
program for that period. 

Any contracting provider that does not adopt the unif o m  classif ication of 
accounte, or other acceptable accounting methods ae shall be eetabliehed by the 
Department of Health in consultation with the Comptrol.ler and the Tenneesee 
Hospital Aseociation, or does not submit cost data ae required by the Department 
Of Health, shall be asseseed a penalty of ten dollate ($10.00) for each day ouch 
provider is not in compliance. 
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Records Retent ion - Xach h o s p i t a l  provider  i m  r equ i r ed  t o  maintain mdequate 
f i n a n c i a l  and u t a t i s t i c a l  r eco rds  which u e  accu ra t e  and m f f i c i e n t  d e t a i l  t o  
mubetant iate  t h e  coat d a t a  repor ted .  These r w o r d s  mmt be r e t a i n e d  f o r  a  per iod 
of  no t  l e s s  t han  f i v e  yea r s  frm t h e  d a t e  of  t h e  mubmfmmion o f  t h e  c o a t  rmport, 
and t h e  provider  i s  rmquhed t o  make much r eco rds  avai lablm upon demand to 
rmpreeenta t ives  of t h e  S t a t e  Department of Heal th o r  t h e  United S t a t e r  Department 

. of Beal th  and Human Services. A l l  c o s t  r e p o r t s  mhall be rmtained by t h e  S t a t e  
Comptroller of t h e  Treasury f o r  a pe r iod  of  no t  less than  f i v e  yesro from t h e  d a t e  
of  mubmiseion of t h e  c o s t  r epo r t .  

Audit Requirements - A l l  h o s p i t a l  c o s t  r e p o r t s  are mubject t o  a u d i t  at  any t ime by 
t h e  Comptroller of t h e  . d ~ r e a e u r y  and t h e  Medicaid Agency o r  t h e i r  designated 
r ep reeen ta t ive .  Cost r e p o r t  d a t a  must be! based on and t r a c e a b l e  t o  t h e  provider'm 
f i n a n c i a l  and s t a t i s t i c a l  r eco rds  and must be adequate,  accu ra t e ,  and in 
muff ic ien t  d e t a i l  t o  mupport payment made f o r  mervicee rendered t o  b e n e f i c i a r i e s .  
Re t roac t ive  adjuetmente t o  t h e  prospec t ive  r a t e  may be made f o r  a u d i t  except ions.  
Hosp i t a l s  w i l l  be s u b j e c t  t o  medical a u d i t s  a t  any time. Medical a u d i t s  inc lude ,  
bu t  a r e  not  l i m i t e d  t o ,  =medical neces s i tyw o r  ' length of mtay." Medical a u d i t  
except ione may r e s u l t  i n  a  d i r e c t  recoupcnent r a t h e r  t h a n  i n  a r a t e  change. 

P r w i d e r s  Exempted Prom Prospec t ive  Payment Xethodoloqy - (A) Long-term c a r e  - 
f a c i l i t i e s  ( h o s p i t a l e  t h a t  have an average l eng th  of mtay (of more than  25 days) .  
(B) Hospi ta le  t h a t  e l e c t  no t  t o  mubmit a  c o a t  r e p o r t  and which have less than  
$100,000 annual ly ,  based on t h e  S t a t e  of Tennessee'm f imcal  y e a r ,  i n  t o t a l  chargee 
t o  p a t i e n t s  determined e l i g i b l e  f o r  Medicaid by t h e  S t a t e  of Tennessee; t h e  annual 
t o t a l  charges do not  inc lude  charges a s soc i a t ed  wi th  t r a n s p l a n t s  covered by 
Tenneeaee Medicaid and a r e  reimbursed as mpecified i n  Sec t ion  1-Proepective 
Payment Methodology. 

Such p rov ide r s  e h a l l  be reimbureed an amount no t  t o  exceed 801 of reasonable 
charges f o r  covered iteme b i l l e d  by t h e  provider .  Reaeonable charges a r e  t hose  
which axe charged by comparable p rov ide r s  f o r  mimilat mervicee. I n  t h e  event  t h a t  
providere  exceed $100,000 i n  t o t a l  Tenneeeee Medicaid charges annual ly:  

( a )  In -e t a t e  h o e p i t a l e  o r  ou t -of -s ta te  h o s p i t a l s  i n  contiguous medical 
marketing a reas ,  w i l l  be t r e a t e d  a s  new p rov ide r s  ae  s p e c i f i e d  i n  Sect ion 
1-Proepect ive Payment Methodology. 

( b )  A l l  o t h e r  h o s p i t a l s  w i l l  be exempt from t h e  proepec t ive  payment 
methodology and a r e  reimbursed a s  mpecified i n  Sec t ion  2-Method f o r  
Paying Providers  which are Exempt from Proepec t ive  Payment Xethodology. 
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Prospective Payment Methodology 

A. Effective October 1, 1983, the prospective payment w i l l  k made am a rate 
per inpatient day. Each facility'r reimbursable bpati8nt comts will be 
determined in accordance with Title XVIII form a base year coet reporting 
period. Coets will be separated idto an operating canponent and a pasr- 
through component. A trending factor will be applied to the operating 
rate component only. The prospective rate will be the sum of the trended 
operating component and the untrended pass-through cocnponsnt, plus or 
minus adjuetmente for minimum occupancy (effective October 1, 1989 
Tennessee Medicaid will not bpoee a minimum occupancy penalty), reeident 
and intern coats, Wedicaid disproportionate mhare, and other adjustments. 
Where appropriate, Tenneseee Medicaid coetr will be determined either by 
a computed utilization ratio from form HCFA- 2552 81(11-81) or, at the 
option of the provider, from form ECPA- 1007 which must be mubmitted by 
the provider. 
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B. Beginning J u l y  1, 1987 t h e  p rospec t ive  payment w i l l  be made a s  a r a t e  per  
i n p a t i e n t  day f o r  t h e  ope ra t i ng  component and a q u a r t e r l y  lump-sum 
payment f o r  t h e  pass-through, d i sp ropor t i ona t e  share ,  and i n d i r e c t  
educat ion adjustment .  

Beginning January 1, 1988 t h e  p rospec t ive  payment w i l l  be  made as a r a t e  
p e r  i n p a t i e n t  day f o r  t h e  ope ra t i ng  component innd a monthly lump-sum 
payment f o r  t h e  pass-through, d i sp ropor t i ona t e  share ,  and i n d i r e c t  
educa t ion  adjustment.  

Beginning J u l y  1, 1989, except  f o r  i n p a t i e n t  h o s p i t a l  days involving 
approved organ t r a n s p l a n t s ,  t h e  f i r s t  twenty (20)  days pe r  f i s c a l  year  
w i l l  be reimbursed a t  100 percent  of t h e  ope ra t i ng  component p l u s  100 
percent  of t h e  c a p i t a l ,  d i r e c t  and i n d i r e c t  educat ion,  and Medicaid 
d i s p r o p o r t i o n a t e  s h a r e  adjustment (MDSA) components. For medical ly  
necessary days i n  excess  of twenty (20)  p e r  f i s c a l  year ,  reimbursement 
w i l l  be made a t  60 pe rcen t  of t h e  ope ra t i ng  component p l u s  100 percent  of 
t h e  c a p i t a l ,  direct and i n d i r e c t  educat ion,  and MDSA components. 
Approved i n p a t i e n t  days involv ing  organ transp1ant.s w i l l  be reimbursed a t  
100 percent  of t h e  ope ra t i ng  component p l u s  100 percent  of t h e  c a p i t a l ,  
d i r e c t  and i n d i r e c t  educat ion,  and MDSA components. Admission and s t a y s  
involv ing  organ t r a n s p l a n t s  t h a t  span f i s c a l  yea r s  w i l l  be  reimbursed as 
i f  t h e  e n t i r e  s t a y  had occurred dur ing  t h e  f i r s t  f i s c a l  year .  

C. Adjustments t o  Base Per iod  Costs  - I t  may be necessary t o  a d j u s t  base 
year  c o s t  r e p o r t s  t o  make t h e  base pe r iod  c o s t s  comparable t o  i n p a t i e n t  
c o s t s  i ncu r r ed  i n  t h e  prospec t ive  per iod ,  such a s  c o s t s  t o  be  incur red  by 
h o s p i t a l s  r e q u i r e d  t o  e n t e r  t h e  S o c i a l  Secu r i t y  system beginning January 
1, 1984. Therefore ,  h o s p i t a l s  submi t t ing  form HCFA-1008 t o  t h e i r  
Medicare in te rmediary  should send a copy of t h i s  form t o  t h e  Comptroller 
of t h e  Treasury.  For h o s p i t a l s  which do not  submit form HCFA-1008, 
app rop r i a t e  adjustments  w i l l  be  made based on t h e  b e s t  a v a i l a b l e  
information.  

D. Pass  Through Component 

(1) Each f a c i l i t y ' s  i n i t i a l  p rospec t ive  r a t e  w i l l  be  based on a base year  
c o s t  r e p o r t  and w i l l  i nc lude  a pass-through component c o n s i s t i n g  of 
t h e  p o r t i o n  of c a p i t a l  c o s t s  and medical educa t ion  c o s t s ,  which i s  
a t t r i b u t a b l e  t o  p a t i e n t s  determined e l i g i b l e  f o r  Medicaid by t h e  
S t a t e  of  Tennessee. The pas s  through component may vary  from year  t o  
year  depending on each f a c i l i t y ' s  a c t u a l  c a p i t a l  c o s t s  and medical 
educa t ion  c o s t s  and w i l l  no t  be  computed u n t i l  t h e  f a c i l i t y ' s  c o s t  
r e p o r t  i s  rece ived .  E f f e c t i v e  J u l y  1, 1992, The Serv ices  Tax w i l l  be 
an a l lowable  c o s t  included i n  t h e  pas s  through component. 
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2(a) Effective October 1, 1991 capital costs will be reduced by 15% for dates 
of service October 1, 1991 through June 30, 1992. Reduction will be 
figured into year end final settlements. Hospital-s designated as Sole 
Community Hospitals are exempt from percentage reductions in capital 
costs. Effective July 1, 1992, hospitals will be reimbursed 100% of 
capital costs for dates of service July, 1, 1992 and later. 

(b) Additional capital costs due to revalued assets will be recognized only 
when an existing provider is purchased by another provider in a bona fide 
sale (arms length transaction). The new value for reimbursement purposes 
shall be the lesser of (1) the purchase price of the asset at the time of 
the sale, (2) the fair market value of the asset at the time of the sale 
(as determined by an MA1 appraisal), (3) current reproduction cost of the 
asset depreciated on a straight line basis over its useful life to the 
time of the sale, or (4) for facilities undergoing a change of ownership 
on or after July 18, 1984, the acquisition cost to the first owner on 
record on or after July 18, 1984. The cost basis of depreciable assets 
in a sale not considered bona fide is additionally limited to (5) the 
seller's cost basis less accumulated depreciation. The purchaser has the 
burden of proving that the transaction is a bona fide sale should the 
issue arise. Gains realized from the disposal of depreciable assets while 
a provider is participating in the program are to be a deduction from 
allowable capital costs. All sales as of July 1.8, 1984, will be in 
compliance with the provisions of Section 2314 of DEFRA. 

~ ~ / ~ 2 0 6 2 1 6 3  Rules 
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(3) The payment of return on equity will be determined by M d c a r e  principles of cost 
reimbursement, 42 CFR 405, in effect on August 1, 1983 providmg that, effective 
April 20, 1983, return on equity shall be adjusted to reflect 100% of the average rate of 
interest on obligations issued for purchase by the Federal Hospital Insurance Trust 
Fund. 

EXAMPLE 

Base year: 1213 1/82 
Base Year Cost Report Received 5/1/83 
Initial Prospective Rate Determined 6/1/83 
Beginning of Prospective Payment 1/1/84 
1213 1/83 Cost Report Received 5/1/84 
1213 1/83 Cost Report Rate 

Adjustment Completed 6/1/84 

In this example, the initial prospective rate continues until June 11, 1984. On June 1, 
1984, the rate is adjusted (for service dates on or after June 1, 1984) for the Tennessee 
Medicaid share of the actual capital costs, medical education costs, hospital-based 
physician costs, and return on equity (for proprietary providers only) reported on the 
December 31, 1983, cost report. Adjustments in reimbursement for return on equity 
applicable to proprietary providers is in accordance with Medicare's (Title XVILI) 
schedule which is set out at page 5 of 11 of Attachment 4.19-A of this state plan. 

(4) Beginning July I, 1987 the pass-through component will be paid as a quarterly lump- 
sum payment established in June of each year. The quarterly payment will be 
prospective based upon the most recent cost report with adjustment for all audited cost. 

Example 

First year: 
Pass through cost based on an unaudited cost report for yearend June 30, 1986. 
$200.000 

Second year 
Pass through cost based on an unaudited cost report for year-end June 30, 1987. 
$240.000 

Third year 
Pass through cost based on an unaudited cost report for year-end June 30, 1988. 
$260,000 

Final audit cost for July 1, 1987 through June 30, 1988. $180.Ca 

TN NO. 92-27 
Supersedes 
TN NO. 88-15 Approval Date NOV 1 2620 Effective Date 7/1/92 
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5 Beginning January  1, 1988 t h e  pass- through component w i l l  be pa id  a s  
a  monthly lump-sum payment e s t a b l i r h e d  i n  J u n e  o f  each  yea r .  The 
monthly payment w i l l  be p r o s p e c t i v e  based upon t h e  most r e c e n t  c o s t  
r e p o r t  w i t h  ad jus tment  f o r  a l l  a u d i t e d  c o a t s .  

E. O p e r a t i n g  Component - Each f a c i l i t y ' r  i n i t i a l  p r o s p e c t i v e  r a t e  s h a l l  a l s o  
i n c l u d e  an o p e r a t i n g  component v h i c h  i s  based on t h e  base  y e a r  c o s t  
r e p o r t .  The o p e r a t i n g  component v i l l  be t r e n d e d  forward e a c h  yea r .  The 
t r e n d i n g  index  v h i c h  a h a l l  be used t o  a r r i v e  a t  t h e  o p e r a t i n g  component 
i n  t h e  i n i t i a l  p r o s p e c t i v e  y e a r  s h a l l  be t h e  e s t i m a t e d  a c t u a l  r a t e  of 
i n c r e a s e  i n  Medicare i n p a t i e n t  o p e r a t i n g  c o s t a  v h i c h  i s  i n  e f f e c t  d u r i n g  
t h e  t r e n d i n g  p e r i o d  and v h i c h  i s  f u r n i s h e d  by t h e  B e a l t h  Care F inanc ing  
A d m i n i s t r a t i o n ' s  O f f i c e  of  t h e  Actuary.  The t r e n d i n g  pe r iod  r h a l l  be 
from t h e  midpoint  of  t h e  h o s p i t a l ' s  base  y e a r  t o  t h e  midpoint  of  t h e  
h o s p i t a l ' s  f i r s t  c o s t  r e p o r t i n g  p e r i o d  r u b j e c t  t o  p r o s p e c t i v e  p a p e n t .  
Except f o r  t r e n d i n g  t o  t h e  new r e b a s e d  y e a r  (1988 c o s t  r e p o r t s  o r  i f  no t  
a v a i l a b l e  t h e  p r i o r  c o s t  r e p o r t )  which w i l l  be t h e  index ing  r a t e  
recommended by t h e  P r o s p e c t i v e  Payment h s e s s m e n t  Commission, t h e  
t r e n d i n g  index  v h i c h  r h a l l  be a p p l i e d  t o  o p e r a t i n g  component s h a l l  be a s  
f  01 lows : 

Per iod  Covered Ra te  - 

T h e r e a f t e r ,  t h e  t r e n d i n g  index  r h a l l  be t h a t  r a t e  of  i n c r e a s e  on 
p r o s p e c t i v e  payments a s  recommended by t h e  P r o s p e c t i v e  Payment Assessment 
Commission and a s  p u b l i a h e d  i n  t h e  Tennessee  M m i n i s t r a t i v e  R e g i s t e r .  
The t r e n d i n g  indexes  above s h a l l  be a p p l i e d  from t h e  midpoint  of each 
p r o v i d e r ' s  f i r c a l  y e a r ,  t o  t h e  midpo in t  o f  t h e  rubsequen t  f i s c a l  yea r .  
Uhen n e c e s s a r y ,  i n d e x e s  w i l l  be p r o r a t e d  t o  c o r r e r p o n d  t o  a  p r o v i d e r ' s  
y e a r  end. Each p r o v i d e r  w i l l  be n o t i f i e d  o f  i t a  new o p e r a t i n g  r a t e  due 
t o  i n d e x i n g  v i t h i n  30  d a y s  of  t h e  b e g i n n i n g  of  each  f i s c a l  yea r .  

Example: P r o v i d e r  X h a s  a  9 /30 /86  f i r c a l  y e a r  end.  Index ing  midpoint  t o  
midpoint  vould  be from 4 /1 /86  t o  3/31 /87 .  The a p p r o p r i a t e  index  i s  . 575  
computed a s  f o l l o w s :  

( O X  x 6 / 1 2 )  + (1.15% x 6 / 1 2 )  0575 
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F .  Minimum Occupancy Adjustment - C a p i t a l  c o s t s  s h a l l  be a d j u s t e d  each y e a r ,  
u s i n g  t h e  formula s e t  o u t  1)elow. i f  a  f a c i l i t y ' s  occupancy r a t e ,  based on 
s t a f f e d  beds d u r i n g  t h e  yc,ar .  i s  below a  minimum l e v e l .  I f  a  h o s p i t a l  
exceeds  i t s  minimum occupancy r a t e ,  t h e  formula  i s  n o t  a p p l i e d .  The 
minimum level .  i s  a s  fo l low!; :  

H o s p i t a l s  over  100 bed:; - 70% 
H o s p i t a l s  w i t h  100 bed:; o r  fewer - 60% 

The ad jus tment  w i l l  be computed a s  f o l l o w s  and w i l l  be made a t  t h e  same 
t ime a s  t h e  p a s s  th rough  a d j u s t m e n t .  

ACC = TCC x TBD 
ABD ( Y )  

ACC = a l l o w a b l e  capita! .  c o s t s  
TCC = t o t a l  c a p i t a l  c o ! ; t s  
T B D  = t o t a l  bed days used d u r i n g  t h e  p e r i o d  
ABD = t o t a l  bed days a l r a i l a b l e  d u r i n g  t h e  p e r i o d  

Y = . 6  f o r  h o s p i t a l s  w i t h  100 beds o r  fewer  
- 7  f o r  h o s p i t a l s  over  100 beds 

A l l  r e f e r e n c e s  t o  beds means s t a f f e d  beds .  S t a f f e d  beds mean those  beds 
which a r e  equipped and a v a i l a b l e  f o r  p a t i e n t  u s e .  Any beds o r  h o s p i t a l  
wing which i s  u n a v a i l a b l e  f o r  p a t i e n t  u s e  such a s  b e i n g  c l o s e d  f o r  
r e a s o n s  i n c l u d i n g  b u t  n o t  l i m i t e d  t o ,  p a i n t i n g ,  m a i n t e n a n c e ,  o r  
i n s u f f i c i e n t  n u r s i n g  s t a f f  w i l l  n o t  be c o n s i d e r e d  s t a f f e d  beds .  I t  s h a l l  
be t h e  r e s p o n s i b i l i t y  of  t h e  p r o v i d e r  t o  de te rmine  a t  l e a s t  monthly,  i t s  
number of s t a f f e d  beds .  A schedu le  showing t h e  number of s t a f f e d  and 
u n s t a f f e d  b e d s ,  a l o n g  w i t h  t h e  r e a s o n s  f o r  b e i n g  u n s t a f f e d ,  must  be  
submi t t ed  w i t h  t h e  c o s t  r e p o r t .  Th i s  schedu le  i s  s u b j e c t  t o  a u d i t .  I f  no 
schedu le  o f  s t a f f e d  beds i s  r e c e i v e d ,  s t a f f e d  beds w i l l  be t h e  number of 
beds a t  t h e  end of  t h e  c o s t  r e p o r t  p e r i o d .  E f f e c t i v e  October  1 ,  1989 
Tennessee Medicaid w i l l  n o t  impose a  minimum occupancy p e n a l t y .  

G .  R e s i d e n t  and I n t e r n  Cost  Adjustment - (1) On t h e  b a s i s  of t h e  r a t i o  of  
f u l l  t ime e q u i v a l e n t  r e s i d e n t s  and i n t e r n s  t o  t o t a l  b e d s ,  a  r e s i d e n t  and 
i n t e r n  c o s t  ad jus tment  s h a l l  be g r a n t e d  t o  t e a c h i n g  f a c i l i t i e s  having an 
approved r e s i d e n c y  p r o g r a m .  Such f a c i l i t i e s  w i l l  be g i v e n  t h i s  
ad jus tment  independent  of t h e  Medicaid d i s p r o p o r t i o n a t e  s h a r e  ad jus tment .  
The r e s i d e n t  and i n t e r n  co . ; t  ad jus tment  s h a l l  n o t  be s u b j e c t  t o  t r e n d i n g .  
The c o s t  ad jus tment  s h a l l  be c a l c u l a t e d  u s i n g  t h e  f o l l o w i n g  formula but 
s h a l l  n o t  exceed l o % ,  and w i l l  h e  made a t  t h e  same t ime a s  the  pass 
th rough  ad jus tment  . 

TN wo 
fs-3 a 

MAR 0 9 19go *, 89-32 
SUPERSEES DATE/APPROVED - 

54-rq E f f e c t i v e  10-1-89 

TN No 
OCT 0 1 1989 

DATWEFFECTI JE - 
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(2) For purposes of this adjustment, hospitals are t o  report only full- 
time equivalent interns and residents on form HCFA 1008,: Part 1. For 
years when form lOOB is n o  longer in effect, horpitals must 8ubrnit 
their number of full-time equivalent interns and resident8 vit-h their 
cost report. The number of full-time equivalent Interns and 
residents is the rum of : (a) interns and residents employed 35 hours 
or more per week, and (b) one-half of the total number of interns and 
residents vorking less t h a n  5 h o u r s  p e r  v e e k  r e g a r d l e s s  
of the number of hours worked. 

EXAMPLE - assuming no Hedicirid Disproportinate Share minimum 
occupancy adjustment for October 1, 1983 thru June 30, 1987. 

Year 1 Year 2 Year 3 

1. Operating Component Prior to Trending $250.00 $277.50 $299.70 
2. Pass Through Component 
3. Basis for RI adjustment 
4. RI Adjustment a; 82 (line 3 x .08) 22.00 24.60 26.78 
5. Trend Factor for Operating Component 1 1  f 8 2 7 2 
6 .  Trended Operating Component 

(line 1 x line 5 + 1002) 277. SO 299.70 320.68 - - 
7. Prospective Rate 

(line 2 + line 4 + line 6) 5354.30 $382.L6 
P 

(3) Beginning July 1, 1987, the resident and intern cost adjustment vill 
be paid on a quarterly basis established in June of each year. The 
quarterly payment will be prospective bated o n  the R I  r a t e  
established on the most recent cost report multiplied by the actual 
number of Medicaid days of the prior year trtablished from paid 
claims from June - Hay fiscal year plus expected improvement based 
uopn a historical basis for the upcoming fiscal year July - June. 

Beginning January 1, 1988, the resident and intern cost adjustment vill 
be paid on a monthly basis established in June of erch year. The monthly 
payment vill be prospective based on the RI rate establithed on the most 
recent cost report multiplied by the actual number of Medicaid days of 
the prior year established from paid clrims from June - Hay fiscal year 
plus expected improvement based upon a historical basis for the upcoming 
fiscal year July - June. 
Based on example (2) above: 

Days for June 86 - Hay 87. 4,000 days . 
Expected improvement. 100 days 
(for example increase in day limit) 
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Resident and in tern  payment 7/1/87 th ru  6/30/88 
4100 X $22 = 590,200 

B. Hedicaid Disproportionate Share Adjustment (KDSA) effect ive  July 1, 1988 

(1) Acute ca re  hospitals  having over 3.000 inpat ient  days a t t r ibutable  t o  patients 
determined e l ig ible  f o r  Hedicaid by the S t a t e  of Tennessee or a uti l izat ion ra t io  of 
14% o r  one standard deviation above t h e  mean uti l izat ion r a t i o  f o r  all hospitals, 
whichever is lower, will be provided a payment incentive. The KDSA shal l  not be 
subject t o  trending. The KDSA w i l l  be t h e  Nghcr of (a) o r  (b) but shal l  not 
exceed 34% and (a) - (b) o r  (b) + (c) shall not exceed 44%. 

(a) The prospective r a t e  w i l l  be adjusted upward by 6% f o r  each 1% increment in 
the  uti l izat ion r a t e  above 14% o r  one standard deviation above the  mean, 
whichever i s  lower. 

(t) The prospective r a t e  will be adjusted u p ~ a r d  by 6% f o r  each increment of 
1,000 reimbursed inpatient  reported Medicaid days over 3.000 and the 
prospective r a t e  w i l l  be increased upward by 3% i f  to ta l  days exceed 3.650 
but l e s s  than 4,000. _ 

( c )  The prospective r a t e  w i l l  be adjusted upward by 10% i f  outpatient services 
and outpatient  pharmacy services a r e  provided t o  Medicaid and/or non-Medjcaid 
rec ipients  who receive indigent services  from the  hospital. The hospital must 
qualify under (a) or  (b) i n  order t o  receive t h i s  adjustment. 

A l so ,  in  order t o  receive adjustment (c), the  provider must be able t o  
document t h a t  the  services  rendered qualify a s  f r e e  cl ient  care,  under 
generally accepted accounting principles which a r e  applicable t o  hospitals. 
and th i s  does not include bad debt. 

( 6 )  No to:al payment of the  disproportionate share adjustment w i l i  exceed 80eU 
inpatient  chari ty ca re  plus 80% of inpatient  bad debt. All inpatient  charfty 
care and inpatient  bad debt w i l l  be determined by the  l a t e s t  Indus:ry 
cosplete Hospital Joint  Annual Report a s  submitted t o  the Sta te  Center of 
Health S ta t i s t i c s .  

(el So disproportionate share  payment w i l l  be made t o  h o s p i t d s  t h a t  do not ha!-e 
a t  l eas t  two obstetr icians with s t a f f  privileges a t  t h e  hospital who have 
agreed t o  provide obste t r ic  services  t o  indi\7iduds ent i t led  t o  such sen-ices 
under the  Sta te  Medicaid Plan. The only exception w i l l  be made t o  hospitals 
which provide services t o  inpat ients  t h a t  a r e  predominantly individuals under 
18 years of age or who did not o f fe r  non-emergency obste t r ic  services as  of 
December 21. 1987. 

TS So. 9 2 - 2 C  
Supersedes 
TS So. 88-15 

Approval Date + Effective Date 7-1-91 
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Acute ca re  hospitals  t h a t  do not qualify under the  c d t e r i a - i n  (1) but have a low- 
income Inpatient  ut i l izat ion r a t e  exceeding 25% Kill receive t h e  following payment 
incentive: 

(a) The prospective r a t e  will be adjusted upward by 2% f o r  each percentage 
above 25% up t o  a cap of 10%. 

(b) K O  t o t a l  payment of the  disproportionate share adjustment will exceed 80% 
inpatient  char i ty  care plus 80% of inpatient  bad debt. AU inpatient  charity 
care  and inpat ient  bad debt will be determined by the  I e t s s t  industry 
complete Hospital Joint  Annual Report as submitted t o  t h e  Stat: center of 
Health S ta t i s t i c s .  

(c )  Lou-income uti l izat ion r a t e  will be calculated a s  follows from informe:ion 
obtained from the  l a t e s t  industry complete Hospital Joint  Annual Report es 
submitted t o  the  S ta te  Center of Health S ta t i s t i c s .  The sm of: 

o Total Medicaid inpatient  revenues paid t o  the  hospital,  plus the  amount of 
the cash subsidies received di rec t ly  from S ta te  and local  governments in a 
cost report ing period, divided by the  t o t a l  amount of revenues of t h e  
hospjtal fo r  inpatient  services (including the  amount of such cas5 subsidies) 
in the same cost  report ing period: and, 

o The to ta l  amount of the  hospital 's charges f o r  inpatient  hospjtal services 
a t t r ibutable  t o  chari ty care (care pro\-ided t o  individuals who have no source 
of payment, third-party o r  personal resources) in a cos t  report ing period, 
&\tided by the  t o t a l  amount of the  hospital 's charges f o r  inpatien: services 
in  the hospital  in  the same period. The t o t a l  inpatient  charges at tr ibuted 
t o  chari ty ca re  shal l  not include contractual  allowances and discounts (other 
than f o r  indigent patients not e l ig ible  f o r  Medical assistance under an 
approlted Medicaid Sate plan) t h a t  is, reductions i n  charges given t o  other 
th i rd  party papers, such a s  &lo's, Medicare o r  Blue Cross. 

( d )  So disproportionate share payment will be made t o  hospitals t h a t  do not have 
a t  l e a s t  two obstetr icians with s taf f  privileges a t  t h e  hospital who hzve 
agreed t o  provide obste t r ic  services t o  individuals ent i t led  t o  such sen-ices 
under the S ta te  Medicaid Plan. The only exception w i l l  be made t o  hospitals 

' which provide services  t o  inpat ients  t h a t  a r e  predominantly individuds  under 
18 years of age o r  who did not offer  non-emergency obste t r ic  services as  of 
December 21. 1987. 


















































































