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SUBCHAPTER 3
PROSPECTI VE PAYMENT FOR ACUTE CARE SERVI CES

817-1739-53 Definitions. As used in this
subchapt er

"Ancillary services" neans diagnostic or
t herapeutic services perfornmed by specific facility
departnents as distinguished fromgeneral or routine
patient care such as room and board. Ancillary
services generally are those special services for which
charges are customarily nmade in addition to routine
charges, and they include such services as | aboratory,
radi ol ogy, surgical services, etc.

"Base year" neans the state fiscal year used for
initial calculation and recal cul ati on of prospective
paynment rates. The base year shall be the nobst recent
State fiscal year or years for which conplete, finally-
settled financial data is available. Base year data
shal | be supplenmented with finally-settled cost data
fromprevious years, if it is determ ned that
extraordinary costs occurred in the nost recent,
finally-settled cost report. The 1983 state fi scal
year shall be the base year for purposes of initial
cal cul ation of prospective paynent rates.

"Break-even point" neans the point at which a
hypot heti cal special care percentage in the base year
woul d not have resulted in the elimnation of any costs
due to the application of the ceiling factors in
cal culating the PPS rates.

"Capital related costs" neans costs associ at ed
with the capital costs of the provider's facilities and
equi pnent under Medi care principles of reinbursenent.
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For purposes of the prospective paynent nethodol ogy,
capital related costs shall include depreciation,
interest, property taxes, property insurance, capital
| eases and rentals, and costs and fees related to
obtaining or maintaining capital related financing.

"Cash subsidies for patient services" neans,
without limtation, anounts appropriated by the state
| egislature or a |local governnmental entity, either as
di rect subsidies or general fund allotnents, and paid
to the provider.

"Charity care" neans, without limtation, care for
whi ch the provider never expected or sought paynent.
Charity care includes care provided pursuant to the
Hi | l-Burton program but excludes cash subsidies for
patient services as defined above.

"Cl ai m charge data" neans charges and ot her
informati on obtained frombilling claimforns processed
by the nedicaid fiscal agent.

"Costs" neans total finally-settled allowable
costs of acute inpatient services, unless otherw se
speci fi ed.

"Di scharge" neans the rel ease of a patient from an
acute care facility. The follow ng events are
consi dered di schar ges:

(1) The patient is formally released fromthe

hospi t al

(2) The patient is transferred to an out-of-state
hospi t al

(3) The patient is transferred to a long-term
care level or facility;

(4) The patient dies while hospitalized;

(5) The patient signs out against nedical advice;
or

(6) In the case of a delivery where the nother
and baby are discharged at the sane tine,
rel ease of the nother and her baby shall be
consi dered two di scharges for paynent
purposes. In cases of nmultiple births, each
baby will be considered a separate discharge.

(7) A transfer shall be considered a discharge
for billing purposes but shall not be
rei nbursed as a full discharge except as
specified in section 17-1739-70(f)(1).

"Di sproportionate share adjustnent” neans the

| argest of the follow ng adjustnents:

(1) Dvide indigent acute inpatient days by total
acute inpatient days. Each percentage point
or fraction thereof in excess of fifteen per
cent shall be converted to a decinmal and
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(2)

(3)

added to 1.00 to obtain the disproportionate
shar e adj ust nent;

Cal cul ate the facility's nedicaid utilization
rate and subtract one standard deviation
above the statew de nmean nedicaid utilization
rate. Each percentage point in excess of
this standard devi ation shall be converted to
a decimal and added to 1.00 to obtain the

di sproportionate share adjustnent. A
calculation resulting in a fraction of a
percent age point shall be rounded up to the
next percentage point. Wen the nedicaid
utilization rate equals the rate at one
standard deviation point, it wll be
considered a fraction of a percentage point
and rounded up; or

Cal cul ate the facility's |l ow i ncone
utilization rate and subtract twenty-five per
cent. Each percentage point or fraction
thereof in excess of twenty-five per cent
shall be converted to a decimal and added to
1.00 to obtain the disproportionate share

adj ust nent .

"Di sproportionate share provider" neans a facility
that neets the follow ng tests:

(1)

(2)

Either --

(A) Has at least two obstetricians with
staff privileges at the facility who
have agreed to provide obstetric
services to individuals who are eligible
for assistance under the nedicaid
program or

(B) D d not offer nonenmergency obstetric
services as of Decenber 21, 1987; and

Either --

(A) Has indigent inpatient days equal to or
greater than fifteen per cent of total
acute inpatient days;

(B) Has a nedicaid utilization rate equal to
or greater than one standard devi ation
above the statew de nean nedicaid
utilization rate; or

(© Has a low incone utilization rate equal
to or greater than twenty-five per cent.

I n applying the foregoing, the nedicaid and total days
and revenues shall be obtained fromthe facility's nost
recently filed cost report or related financi al
information for the period covered by that cost report.
The Suppl enental Security |Incone days shall be
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determ ned by the departnent based on the nost recent
informati on obtained fromthe Health Care Fi nancing
Adm nistration. All other information shall be
obtained fromthe nost recent and reliable data
available at the tinme the conputation is nade.

"Distinct part" means that portion of an acute
care facility that is licensed to and provides | ong-
term care services under subchapter 2.

"Indigent"” nmeans an individual who is considered
eligible for Supplenental Security Incone (SSI) or
medi cai d, or both.

"I npatient” neans a patient who is admtted to an
acute care facility on the recommendati on of a
physi cian or dentist and who is receiving room board,
and other inpatient services in the hospital at |east
overnight, and requires services that are determ ned by
the State to be nmedically necessary. A patient who is
admtted to an acute care facility and expires while in
the facility shall be considered an inpatient adm ssion
regardl ess of whether the stay was overni ght.

Enmer gency room services are included in the PPS
inpatient rate only when a patient is admtted fromthe
emer gency room

"Low i ncone" neans nedicaid eligible and indigent
patients.

"Low income utilization rate" neans the sum of the
fol | ow ng:

(1) A fraction (expressed as a percentage)--

A) The nunerator of which is the sum (for a
period) of (I) the total revenue paid
the hospital for patient services under
a state plan under Title Xl X of the
Social Security Act and (Il1) the anopunt
of the cash subsidies for patient
services received directly fromstate
and | ocal governnents; and

(B) The denom nator of which is the tota
anount of revenues of the hospital for
patient services (including the anount
of such cash subsidies for patient
services) in the period; and

(2) A fraction (expressed as a percentage)--

(A) The nunmerator of which is the total
anmount of the hospital's charges for
i npatient hospital services which are
attributable to charity care in a
period; and

(B) The denom nator of which is the tota
anount of the hospital's charges for
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i npatient hospital services in the
hospital in the period.

The nunerat or under subparagraph 2(A) shall not

i ncl ude contractual allowances and di scounts

(other than for indigent patients not eligible for

medi cal assistance under a state plan approved

under Title XI X of the Social Security Act).

"Medicaid utilization rate" neans a fraction
(expressed as a percentage), the nunmerator of which is
the hospital's nunber of inpatient days attributable to
patients who (for such days) were eligible for nedical
assi stance under the state plan approved under Title
XI X of the Social Security Act in a period, and the
denom nator of which is the total nunber of the
hospital's inpatient days in that period.

"Medi cal education" means direct costs associ ated
with an approved intern and resident teaching program
as defined in the Medicare provider reinbursenent
manual , publication H M 15.

"New provider" nmeans a provider that does not have
a cost report in the base year that reflects at |east a
full twelve nonths of operations.

"Qperating year" neans the twel ve consecutive
nmont h period beginning on the |latest of the foll ow ng
dat es:

(1) The effective date of the plan anendnent that

adds this definition to the plan; or

(2) The date that a hospital becones a provider

"Qutlier clains" nmeans any claimwhich has total
charges in excess of the outlier threshold, as defined
in the State Pl an.

"Qutpatient” neans a patient who receives
out patient services at a hospital which is not
providing the patient wwth room and board and ot her
i npatient services at |east overnight. Qutpatient
includes a patient admtted as an inpatient whose
inpatient stay is not overni ght except in cases in
whi ch the patient expires.

"Provider" nmeans a qualified and eligible facility
that contracts with the departnent to provide
institutional acute care services to eligible
i ndi vi dual s.

"Routine services" neans daily bedside care, such
as room and board, serving and feeding patients,
monitoring life signs, cleaning wounds, bathing, etc.

"Speci al care percentage" neans the result of
dividing the nedicaid special care days for a given
cost reporting period by the total nedicaid days for
the same period. The days reported in the nursery cost
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center on the cost report shall be excluded fromthe
cal cul ati on.

"State plan" neans the Hawaii nedicaid State Pl an
for nmethods and standards for establishing paynent
rates - prospective reinbursenent systemfor inpatient
servi ces.

"Wait listed patient” nmeans a patient who no
| onger requires acute care and is awaiting placenent to
a long-termcare facility. [Eff 11/13/95;
am 01/ 29/ 96 ] (Auth: HRS 8346-59) (lnp: 42
C.F. R 8447.252)

817-1739-54 Provider participation requirenents
for acute care facilities. nedicald relnbursenent for
acute care services shall be limted to those
facilities which have:

(1) Applied to and been approved by the

departnent of nedicaid participation;

(2) Received certification or recertification
fromthe state departnent of health under
federal standards in force;

(3) Been licensed by the state departnment of
heal t h; and

(4) Entered into a nontransferable provider
agreenent with the departnent for no nore
than twel ve nonths coterm nous with the state
departnment of health's certification period.
[ Ef f 11/13/95 ] (Auth: HRS 8346-59)
(Imp: 42 C.F.R 8447.252)

817-1739-55 Paynent for acute care services -
general provisions. (a) The Hawall nedicald program
shall rernmpurse qualified providers for inpatient
institutional services based solely on the prospective
paynment rates devel oped for each facility as determ ned
in accordance with this subchapter. The estimted
aver age proposed paynent rate under this subchapter is
reasonably expected to pay no nore in the aggregate for
i npati ent hospital services than the anmount that the
departnment reasonably estimtes would be paid for those
servi ces under Medicare principles of reinbursenent.

(b) A hospital-specific retrospective settl enent
adj ustmrent shall be made for those providers whose
medi cai d charges are | ess than nedicaid paynents on the
cost report and do not qualify as nom nal charge
provi ders under Medicare principles of reinbursenent.
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(c) Prospective rates shall be derived from
historical fOacility costs, and facilities shall be
cl assified based on di scharge vol une and participation
in an approved intern and resident teaching program

(d) Providers which average fewer than 250
medi cai d di scharges per year shall be classified as
classification | facilities and shall receive paynent
based on either an all-inclusive psychiatric services
per diemrate or an all-inclusive nonpsychiatric
services per diemrate, which includes an adjustnent
for capital, disproportionate share, and nedi cal
education and, for proprietary facilities, return on
equity and gross excise tax.

(e) Providers which average two hundred fifty
medi cai d di scharges or nore per year shall be separated
into two facility classifications (classifications |

and I11) and shall receive paynent based upon the type
of services required by the patient. Psychiatric
services will be paid on the basis of an all-inclusive

per diemrate. Nonpsychiatric clains will be

designated as requiring either surgical, nedical, or

maternity care and wll be paid on the basis of a

routine per diemrate for the service type plus an

ancillary per discharge rate for the service type. The
per di em and per discharge rates shall include
adjustnents for capital, nedical education,

di sproportionate share, and for proprietary facilities,

return on equity and gross excise tax.

(f) The freestanding rehabilitation hospital
shal |l be excluded fromclassifications |, Il, and |11
and shall receive paynent based on either an all-

i nclusive psychiatric services per diemrate or an all-

i ncl usi ve nonpsychiatric services per diemrate, wth

t he sane adjustnents noted above.

g Clainms for paynent shall be submtted
foll ow ng discharge of a patient, except as foll ows:
(1) dains for nonpsychiatric inpatient stays

whi ch exceed $35, 000 shall be submitted in

accordance with section 17-1739-72;

(2) If a patient is hospitalized in the
freestanding rehabilitation hospital for nore
than thirty days, the facility may submt an
interimclaimfor paynent every thirty days
until discharge. The final claimfor paynment
shal | cover services rendered on all those
days not previously included in an interim
claim

(h) The prospective paynent rates shall be paid

[l

in fu for each nedicaid discharge. Hospitals may not
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separately bill the patient or the nedicaid programfor
medi cal services rendered during an inpatient stay,
except for outlier paynents and as provided in section
17-1739- 56 bel ow.

(1) At the point that a patient reaches outlier
status, the facility is eligible for interimpaynents
conput ed pursuant to section 17-1739-72.

[ Ef f 11/13/95 ] (Auth: HRS 8346-59) (lnp: 42
C.F. R 8447.252)

817-1739-56 Services included in the prospective
paynent rate. The prospective paynent rate shal
Include all services provided in an acute inpatient
setting except:

(1) Professional conponent including physician
services or any other professional fees
excl uded under Part A Medi care;

Ambul ance; and

Dur abl e nedi cal equi pnent that is a take hone
item except for inplanted devices.

[ Ef f 11/13/95 ] (Auth: HRS 8346-59)
(Imp: 42 C.F.R 8447.252)

—_~
wWN
——

817-1739-57 Preparation of data for prospective
paynent rate calculation. (a) The calculation of
prospective paynent rates shall be based on
facility-specific clainms and cost data. Cost data
shall be abstracted at the time the rate cal cul ation
begins fromfinally-settled uniformcost reports
submtted to the departnent by each participating
provi der in accordance with federal nedicaid
requi renents. Except for the disproportionate share
adj ustnent, the cost report used for each facility
shall be the facility's report which ended during the
state fiscal year selected as the base year. For the
first year of the prospective paynent system cost data
shal |l be abstracted fromthe nmedicaid target anount
conputation (TAC) cost report. This cost report
i ncorporates the adjustnments made solely for the
pur pose of target anount determnation in addition to
adj ustnments nmade for final settlenment. Supplenenta
cost reporting fornms submtted by providers shall be
used as necessary. Cains data shall be derived from
clainms submtted by participating providers for
medi cai d rei nbursenent. For the initial calculation of
base year rates, clainms from 1982 and 1983 facility
fiscal years paid by Decenber 31, 1984 shall be

1739-11



UNOFFICIAL
§17-1739-57

consi dered base year claimdata. For subsequent
calculation of rates by reference to a new base year,
the | atest available clains data for a two fiscal year
period shall be used. Cdains that are paid by Decenber
31 of the year followng the year in which the | ast
fiscal year included in the data collection effort ends
shall be considered as paid in the fiscal year when the
servi ce was rendered.

(b) Additional cost data supplied by
participating providers shall be utilized to update
cost data only as specified in this subchapter. For
subsequent cal cul ation of rates by reference to a new
base year, providers will be given an opportunity to
submt cost data simlar in nature to that included in
the TAC cost reports, excluding capital related costs.

(c) An inflation factor shall be based on the
| atest avail able actual (or estimated if actual is not
avai l abl e) national index for acute care facilities
prepared by Data Resources, Inc. This factor shal
project the change in the cost of delivering inpatient
hospital services fromone year to the next. The
inflation factor shall be published annually by the
departnent. [Eff 11/13/95 ] (Auth: HRS 8§346-
59) (Imp: 42 C.F.R 8447.252)

817-1739-58 Cassification of acute inpatient
facilities. (a) For purposes of establishing
prospective paynent rates, acute inpatient facilities
shall be classified into the followng four nutually
excl usi ve groups:

(1) dassification | - facilities averaging |ess
than two hundred fifty nedi caid di scharges
per year;

(2) dassification Il - facilities averaging

two hundred fifty nmedicaid discharges per
year or nore, which do not participate in
approved intern and resident teaching

pr ogr amns;

(3) dassification Ill - facilities averaging
two hundred fifty nedicaid discharges per
year or nore, which participate in approved
intern and resident teaching prograns; and

(4) dassification IV - The freestanding
rehabilitation hospital.

(b) If afacility changes classification in
accordance wth the definitions in subsection (a),
rates established under this subchapter shall continue
to apply until the department recal cul ates the rates
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usi ng new base year data. Facility classification
changes shall only be recognized at the tinme of such
rebasing. A facility that adds an approved intern and
resi dent teaching program however, may seek rate
reconsi deration under section 17-1739-78(a)(3).

[ Ef f 11/13/95 ] (Auth: HRS 8346-59) (Inp: 42
C.F. R 8447.252)

817-1739-59 Service category designhations.
Services provided by acute 1npatient facilities shal
be classified into four mutual ly exclusive service
cat egori es:

(1) WMaternity - an inpatient stay which results
in a delivery with a maternity principal or
secondary di agnosi s code;

(2) Surgical - an inpatient stay with the
foll ow ng characteristics:

(A) The claimhas not been classified as a

maternity claim
(B) The claimincludes a surgical code that

is considered to be an operating room

procedure in the | atest and nost current

version of the International

Cl assification of D seases, 9th

Revi sion, dinical Mdification (ICD 9-

CcM; and
(© The claimincludes either:

(i) A surgical date; or

(1i) An operating room charge.

(3) Psychiatric - an inpatient stay with a
psychiatric primary diagnosis code and with
no operating room charge; or

(4) Medical - an inpatient stay not classified
into one of the above three service
categories. [Eff 11/13/95 ]  (Auth:

HRS §346-59) (Inp: 42 C.F.R 8§447.252)

817-1739-60 Prospective paynent rate.
Prospective paynent rates to 1 npatient hospitals
provi ding acute care services in accordance with
sections 17-1737-3 and 17-1737-4 shall be established
i n accordance with the nethodol ogy set forth in this
subchapter. [Eff 11/13/95 ] (Auth: HRS 8§346-
59) (Inmp: 42 C F.R 8447.252)
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817-1739-61 Preparation of data for cal cul ation
of base year prospective paynent rates. (a) The
departnent shall prepare data for the cal cul ati on of
base year rates using the follow ng general
met hodol ogy.

(b) Base year claimcharge data shall be prepared
in order to establish charge ratios used in the paynent
cal cul ati on:

(1) daimcharge data for all Medicare cross-over

clainms shall be considered based on dates of
di scharge which correspond to each facility's
fiscal year end;

(2) If nore than one year of claimcharge data is
used, the charges reflected on the earlier
year's clains data shall be inflated to the
period covered by the nbost recent year's
clainms data in accordance with section
17-1739-57(c);

(3) dains shall be edited and properly
cl assifi ed;

(4) daimcharge data including charge anounts,
days of care, and nunber of discharges, shal
be classified into the four service
categories identified in section 17-1739-59.
Combi ned clainms for the delivery of a norma
newborn shall be counted as one discharge in
t he cal cul ation process. Cains for newborns
described in section 17-1739-66(a)(5) shal
be classified into the appropriate service

cat egory;
(5 daimcharge data for surgical, maternity,
and nedical clainms in classifications |l and

1l facilities shall be segregated into
routine, special care, and ancillary service
charges. Nursery charges shall be included
in the routine charges;

(6) daimcharge data shall be adjusted in the
case of classifications Il and Ill facilities
to del ete nonpsychiatric ancillary claim
charges associated with clainms in excess of
$35, 000; and

(7) daimcharge data shall be adjusted to delete
ancillary charges for wait |isted patients.

(c) Cost report data including costs, days, and

di scharges, shall be extracted from base year cost
reports and shall be prepared in order to determ ne
medi cai d all owabl e inpatient facility costs:

(1) Costs of services excluded under section
17-1739-56 shall be deleted fromcosts for
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pur poses of the prospective rate cal cul ation.
This process shall involve identifying itens
pertaining to the excluded services and
subtracting these costs fromthe cost report
dat a;

Costs in excess of federal Medicare cost

rei nbursenent limtations shall be del eted
fromcosts for purposes of the prospective
rate cal culation. Costs which are not

ot herwi se specifically addressed in this
subchapter shall be included in a base year
if they conply with HCFA publication nunber
H M 15 standards. Capital costs associ ated
with the re-valuation of assets for any
reason or due to a change in ownership,
operator, or |easehol der where such re-

val uation occurred after July 18, 1984 shal
be identified and excluded. Costs in excess
of charges shall not be deleted fromcosts
for the purpose of the prospective rate

cal cul ati on;

Al l owabl e medi caid inpatient facility costs
shall be determ ned separately for routine
and ancillary costs. Nursery costs shall be
conbined with other routine costs and
reclassified into the routine service
conponent ;

The nedicaid inpatient portion of mal practice
costs shall be determ ned by nmultiplying the
ratio of medicaid inpatient costs to tota
costs by the facility's total mal practice
costs. This anount shall be added to

al l omabl e nedicaid inpatient facility costs;
To recogni ze cost differences due to varying
fiscal year ends and annual inflationary

i ncreases, allowable nedicaid inpatient
facility costs shall be standardi zed and
inflated as described in section 17-1739-68;
Capital, medical education, and for
proprietary facilities, return on equity and
gross excise tax amounts shall be deleted
fromallowable nedicaid inpatient facility
costs and shall be reinbursed in accordance
Wi th section 17-1739-65;

Except as provided in section 17-1739-59,
services provided to patients during an

i npatient stay but billed by a provider other
than the inpatient facility shall be added to
al l owabl e nedicaid inpatient facility costs.
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(8)

To obtain the estinmated anount, the
departnent shall survey facilities and accept
reasonabl e estimates of such services; and

I n conmputing the nonpsychiatric ancillary per
di scharge rates, the total ancillary costs
and di scharges associ ated with nonpsychiatric
outlier clainms and ancillary costs associ at ed
with wait listed patients shall be deleted
fromallowabl e nedicaid inpatient facility
costs and di scharges based on the claim
charge ratios identified in subsection (b)
above. Routine costs and days related to the
outlier clains shall be included in inpatient
costs and days extracted fromthe cost
reports and used in conputation of the
prospective paynent rates. Routine costs and
days related to wait |listed patients shal

not be extracted fromthe cost reports and
shal | be excluded fromthe conputation of the
inpatient rates. [Eff 11/13/95

(Auth: HRS 8346-59) (Inp: 42 CFR

8447. 252)

817-1739-62 Cal cul ati on of base prospective rates
for psychiatric services. (a) A base per diemrate

for acute psychiatric 1 npatient services shall be
established for all inpatient facilities using the
fol | ow ng general nethodol ogy:

(1)

(2)

(3)

(4)

Deduct the capital related costs allocated to
psychiatric services on the base year cost
report;

Establish facility-specific ratios fromclaim
charge data for psychiatric routine, special
care, and ancillary charges and days to total
routine, special care, and ancillary charges
and days;

Multiply the ratios in paragraph (2) by total
medi cai d i npatient costs excluding capital

rel ated cost, and days for routine, special
care, and ancillary services to achieve total
psychiatric routine, special care, and
ancillary nedicaid inpatient costs and days
as derived fromthe cost report; and

Total the resulting psychiatric costs and
days for routine, special care, and ancillary
services and achieve a facility-specific

aver age nedi caid psychiatric cost per day by
dividing total psychiatric medicaid inpatient
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costs by total psychiatric inpatient nedicaid
days.

(b) A psychiatric per diemrate ceiling which
applies to all facilities statew de shall be cal cul at ed
in the foll ow ng manner:

(1) Total the costs, excluding capital related
costs, and days for all psychiatric services
for all facilities, as identified in
subsection (a);

(2) Divide the total psychiatric inpatient costs
cal cul ated in paragraph (1) by total
psychi atric inpatient days; and

(3) Miltiply the result of paragraph (2) by the
statew de psychiatric ceiling factor (one
hundred fifteen per cent) published annually
by the departnent. This result shall be the
st atewi de base year per diemrate ceiling for
psychi atric services.

(c) The prospective paynent rate for psychiatric
services for all facilities shall equal the |esser of
either the facility-specific per diemrate or the
per diemrate ceiling for inpatient psychiatric
services. [Eff 11/13/95 ] (Auth: HRS 8346-59)
(Imp: 42 C.F.R 8447.252)

817-1739-63 Cal cul ation of base year prospective
rates for classification | - nonpsychiatric services.
(a) A base per diemrate for nonpsychiatric services
for classification | facilities shall be established
using the foll ow ng general nethodol ogy:

(1) Deduct the capital related costs allocated to
non- psychiatric services on the base year
cost report;

(2) Calculate nonpsychiatric inpatient nedicaid
facility costs and days for all facilities in
classification | by subtracting the
facility's psychiatric costs and days for
routine, special care, and ancillary services
as specified in section 17-1739-62 fromthe
facility's total allowable nedicaid inpatient
costs and days for routine, special care, and
ancillary services as derived fromthe cost
report and as cal culated in section
17-1739-61; and

(3) Total the resulting costs, excluding capital
related costs, and days for routine, special
care, and ancillary services and achi eve a
facility-specific nmedicaid inpatient
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nonpsychi atric cost per day by dividing total
nonpsychiatric nmedicaid costs by total
nonpsychi atric inpatient nedicaid days.

(b) The classification | per diemrate ceiling
for nonpsychiatric services shall be cal cul ated as
fol |l ows:

(1) Total the costs, excluding capital related
costs, and days for all nonpsychiatric
services for all facilities in classification
|, as identified in subsection (a);

(2) Divide total nonpsychiatric inpatient costs
cal cul ated in paragraph (1) by total
nonpsychi atric inpatient days for al
facilities in classification |I; and

(3) Miltiply the result of paragraph (2) by the
nonpsychiatric classification | ceiling
factor (one hundred twenty per cent)
publ i shed annually by the departnment. This
result shall be the classification | per diem
rate ceiling for nonpsychiatric facilities.

(c) The prospective paynent rate for
classification | facilities shall equal the |esser of
either the facility-specific per diemrates or the
classification | per diemrate ceiling for
nonpsychiatric inpatient services.

[ Ef f 11/13/95 ] (Auth: HRS 8346-59) (lnp: 42
C.F. R 8447.252)

817-1739-64 Cal cul ati on of base prospective rates
for classifications Il and Il - nonpsychiatric
services. (a) The facility-specific prospective
paynent base rates for nonpsychiatric services rendered
in facilities in classifications Il and Il shall be
conprised of two separately established rate
conponents, one per diemrate for routine services and
one per discharge rate for ancillary services.

(b) The facility-specific base routine per diem
and per discharge ancillary rate for nonpsychiatric
services for each service category (maternity,
surgi cal, and nedical) shall be established using the
foll ow ng general nethodol ogy:

(1) Deduct the capital related costs allocated to

nonpsychiatric services and ancillaries on
t he base year cost report;

(2) Determne separately for each service
category the ratio of nonpsychiatric claim
charges, days, and discharges to total claim
charges, days, and di scharges associated with
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routine, special care, and ancillary
conponent s;

(3) Miltiply the ratios determ ned in paragraph
(2) by total nedicaid inpatient days,

di scharges and costs, excluding capital
rel ated costs;

(4) Determne the routine per diemcosts for each
service category by dividing the sum of
routi ne and speci al care costs, excluding
capital related costs, by the sumof routine
and special care days as derived fromthe
cost report; and

(5) Determne the facility ancillary cost per
di scharge for each service category by
dividing the ancillary service costs,
excluding capital related costs, by the
di scharges as derived fromthe cost report.

(c) The base year per diemrate conponent ceiling
shal |l be cal cul ated for each nonpsychiatric service
category for all facilities in classifications Il and
1l as foll ows:

(1) For all facilities wwthin a classification,
total for each service category the routine
costs, excluding capital related costs, and
days identified in subsection (b);

(2) Divide total costs calculated in paragraph
(1) for each service category by total
patient days;

(3) Miltiply the result of paragraph (2) for each
facility classification by the nonpsychiatric
classification Il and Ill ceiling factor (one
hundred twenty per cent) published annually
by the departnent; and

(4) The result shall be the per diemrate
conponent ceiling for nonpsychiatric services
for each service category within each
facility classification.

(d) Afacility's prospective paynent rate
conponent for routine services for each nonpsychiatric
service category shall equal the | esser of either the
facility-specific base rate conponent or the per diem
rate ceiling for the appropriate facility
cl assification.

(e) The ancillary services per discharge rate
conponent ceiling shall be established separately for
each service category in the follow ng manner

(1) For all facilities wwthin a classification,
total the ancillary costs, excluding capital
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rel ated costs, and discharges wthin each
nonpsychi atric service category;

(2) Divide the total costs calculated in
paragraph (1) by total discharges for each
servi ce category;

(3) Miltiply the result of paragraph (2) for each
facility classification by the nonpsychiatric
classification Il and Ill ceiling factor (one
hundred twenty per cent) published annually
by the departnent; and

(4) The result shall be the ancillary rate
conponent ceiling for nonpsychiatric services
for each nonpsychiatric service category
within each facility classification.

(f) A facility's prospective per discharge base
paynment rate conponent for ancillary services for each
nonpsychi atric service category shall equal the |esser
of either the facility-specific per discharge base rate
or the per discharge rate ceiling for the appropriate
facility classification. [Eff 11/13/95 ]  (Auth:
HRS 8346-59) (Inmp: 42 C. F.R 8447.252)

817-1739-65 Addition of facility-specific

factors. (a) A facility's paynent rates as determ ned
above shall be adjusted for facility-specific factors,
i ncludi ng capital, nedical education, disproportionate
share, and for proprietary facilities, return on equity
and gross excise tax. Adjustnents shall be cal cul ated
using the foll ow ng general nethodol ogy.

(b) The interimcapital adjustnents shall be
determ ned according to the general procedures that are
used to reinburse providers for capital costs under
Medi care, except that capital related costs shall be
reduced by ten per cent. At the option of the
departnment, the follow ng procedure may be utilized:

(1) Each facility shall identify its capital

rel ated costs associated with providing acute
care services. |If a facility provides both
acute and distinct part long termcare
services, then only the capital related costs
associated wth acute care shall be
identified;

(2) Each facility shall submt an estimate of its
al l owabl e capital related costs and projected
medi caid utilization for each PPS rate year.
The projected nedicaid utilization shall be
based upon the ratio of nmedicaid patient days
to total patient days;
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The departnent shall review the estimtes for
reasonabl eness and determ ne an anount of
projected allowable capital related costs for
each facility;

For FY June 30, 1988, the projected all owable
capital related costs shall be reduced by
seven per cent. For all subsequent PPS
fiscal years, the projected anount shall be
reduced by ten per cent;

After the appropriate reduction, the
projected allowable capital related costs
shal | be divided by twelve;

The product of the foregoing conputation
shall, at the departnment's option, be
multiplied either by the facility's projected
medi caid utilization rate or by the
facility's actual nedicaid utilization (based
upon the ratio of nedicaid patient days to
total patient days) reflected in the nost
recently filed cost report; and

The net result shall constitute the interim
capital conponent of the facility's PPS rate,
whi ch shall be paid on a nonthly basis

t hroughout the fiscal year.

The final capital adjustnent shall be

determ ned as foll ows:

(1)

(2)

(3)

(d)

After the end of the fiscal year, the
departnent shall adjust and settle the
capital related costs of each facility based
upon information reflected in the finally
settled cost reports that cover the fisca
year under review,

Capital related costs shall follow the

Medi care PPS capital pass through nethodol ogy
in 42 CF.R Part 413, Subpart G as of
Cctober 1, 1987 except the percentage
reduction applied to actual costs shall be
seven per cent for the fiscal year ending
June 30, 1988, and ten per cent for every
year thereafter; and

A provider may appeal the departnent's final
settlenment of capital related costs in
accordance wth the procedural requirenments
of chapter 17-1736. The departnent may
settle tentatively on the capital related
costs.

For proprietary facilities, a return on

equity factor, which represents a hospital's percentage
of return on equity received in the base year under
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Medi care cost reinbursenent principles, and gross

exci se tax factor, which represents gross excise tax
paid on receipts in the base year, shall be determ ned
as follows:

(1) Divide the total allowed nedicaid inpatient
return on equity and gross excise tax anounts
separately by all owed nedicaid inpatient
total costs; and

(2) The result shall be added to 1.00 to obtain
the return on equity and gross excise tax
adj ustment factors, respectively.

(e) For facilities which participate in an
approved teaching program a nedical education factor
shall be determ ned as foll ows:

(1) Divide allowed nedicaid inpatient nedical

education costs by total allowed nedicaid
i npatient total costs;

(2) The result shall be added to 1.00 to obtain
t he medi cal education adjustnent factor; and

(3) For new providers, the nedical education
factor shall be determ ned as part of the
rate reconsi deration process as authorized in
section 17-1739-78(a)(3).

(f) Disproportionate share providers shal
recei ve the di sproportionate share adjustnent factor.
(Refer to section 17-1739-53, Definitions.)

(g) The facility-specific adjustnent factors for
return on equity, gross excise tax, disproportionate
share, and nedi cal education shall be nultiplied by the
facility's base prospective per diem and per discharge
rates. [Eff 11/13/95 ] (Auth: HRS 8346-59)
(Imp: 42 C.F.R 8447. 252)

817-1739-66 Final prospective paynent
calculation. (a) Based on the prospective paynent
rates as adjusted in section 17-1739-65, and infl ated
in section 17-1739-68, a facility's paynent for each
inpatient stay in each classification shall be
cal cul ated as foll ows:

(1) For psychiatric discharges, nmultiply the

per diemrate for a psychiatric discharge by
t he nunber of days of the psychiatric
inpatient stay. The result shall be the
paynment for a psychiatric discharge;

(2) For nonpsychiatric service discharges in
classification | facilities, multiply the
per diemrate for the discharge by the nunber
of days of the inpatient stay. The result
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shal |l be the paynent for a nonpsychiatric

servi ce di scharge;

For surgical, maternity, and nedi cal service

di scharges in classification Il and 11

facilities, calculate the prospective paynent

for each facility as foll ows:

(A Miltiply the per diemrate conponent for
t he appropriate nonpsychiatric inpatient
service category by the nunber of days
of care for each service category for
t he inpatient discharge;

(B) Add the ancillary rate per discharge for
t he appropriate service category; and

(C© The result shall be the paynent for each
nonpsychi atric service discharge.

If a woman delivers a child, then paynent for

t he not her and baby shall be nmade separately.

A per diem paynent shall be nade separately

for care delivered to a normal newborn based

on the costs and days associated with nursery
care; and

The follow ng situations shall not be

considered as constituting care that is

delivered to a normal newborn, and shall be
rei nbursed as indicat ed:

(A If it is nedically necessary for the
baby to remain in the hospital nore than
six days following birth (including the
bi rthday), then the paynent shall be
determ ned separately based on the sane
criteria as any other discharge;

(B) If the claimformfor services delivered
to the newborn indicates an intensive
care unit revenue code, then the paynent
for a nedical case shall be nmade; or

(© If both of the follow ng requirenments
are net:

(1) The claimformreflects information
that would result in the claim
bei ng characterized as a surgica
case under section 17-1739-59(2);
and

(1i) The newborn remains in the hospital
for nore than three days; then the
paynment for a surgical case shal
be made.

Paynment shall be made under the prospective

rate based on the date of discharge, except as

provided in sections 17-1739-55(g) and 17-1739-71
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(c) Capital related costs shall be reinbursed as
defined in section 17-1739-65(b).
[ Ef f 11/13/95 ] (Auth: HRS 8346-59) (Inp: 42
C.F. R 8447.252)

817-1739-67 Special prospective paynent rate
considerations. (a) For a facility wth 1nsufficient
observations (less than five clains) in a given service
category, the prospective paynent rate shall be
cal cul ated using the wei ghted average for the
applicabl e service category for the facility's
cl assification.

(b) Prospective paynent rates for classification
|V, the freestanding rehabilitation hospital, shall be
calculated in the foll ow ng manner:

(1) Facility-specific claimcharge data shall be

prepared in accordance with section 17-1739-
61;

(2) A facility-specific per diembase rate for
psychiatric services shall be calculated in
accordance with section 17-1739-62;

(3) Afacility-specific per diembase rate for
nonpsychi atric services shall be cal cul ated
by dividing total nonpsychiatric costs,
excluding capital related costs for the
hospi tal by nonpsychiatric nmedicaid inpatient
days; and

(4) The facility-specific factors shall be
conputed or reinbursed as defined in section
17-1739-65. [Eff 11/13/95 ] (Auth:
HRS 8346-59) (Inmp: 42 C.F.R 8447.252)

817-1739-68 Adjustnent to base year costs for
inflation. (a) Cost 1ncreases due to varying fiscal
year ends and inflation shall be recognized for
pur poses of establishing prospective paynent rates in
accordance wth the foll ow ng general nethodol ogy.

(b) Base year facility-specific costs shall be
standardi zed to renove the effects caused by varying
fiscal year ends of the facility. This shall be
acconplished by dividing the inflation factor for the
base year, as determ ned in accordance with section
17-1739-57 by twelve and multiplying this result by the
nunber of nonths between the hospital's base year
fiscal year end and June 30 of each year. This result
shall be added to 1.00 to yield an inflation adjustnent
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or which shall then be nultiplied by the facility-
speci fic costs.

(c) Cost increases due to inflation which
occurred fromthe base year shall utilize the inflation
factor specified in section 17-1739-57(c):

(1) For years during which the departnent does

not recalculate the rates by reference to a
new base year, cost increases due to
inflation for state fiscal years 1987 and
beyond shall be recognized by nmultiplying the
prospective paynent rate (excluding rate
reconsideration relief) in effect on June 30
of the fiscal year by one plus the inflation
factor for the followng fiscal year. To

i nsure the prospective nature of the PPS, the
inflation factor shall not be retroactively
adj usted nor nodified except as noted bel ow,

(2) For each year in which the departnment does

recalculate the rates by reference to a new
base year, cost increases due to inflation
shal | be recognized by nultiplying the base
year rates by one plus the inflation factor
for each subsequent year, using the nost
current and accurate inflation data then
avai l abl e from Data Resources, Inc. (DRl).

To insure the prospective nature of the PPS,
that data shall not be retroactively adjusted
nor nodified; and

(3) For years in which the departnent does not

recal culate the rates by reference to a new
base year and in which the inflation factor
for the prior year was reduced pursuant to
subsection (d), then the average rates for
the prior fiscal year shall be deened to be
the rates in effect on June 30.

(d) Absent circunstances beyond the control of
t he departnent, before the expiration of six nmonths in
each fiscal year the departnent shall determ ne whether
t he aggregate anmount of rei nbursenent for that state
fiscal year is projected to exceed the anount that
woul d be paid for the sane services under Mdicare
principles of reinbursenment. |n making that
determ nation, the departnent shall exclude suns paid
pursuant to section 17-1739-77(c) or any exception to
or exenption fromthe inpatient operating cost limts
as defined pursuant to 42 CF. R Part 413. |In making
its determ nation, the departnent shall use the nost
current information available, including the nost
recent cost reports filed by the facilities. If the
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proj ect ed aggregate anmount of reinbursenent is
reasonably anticipated to exceed the anmount that woul d
be paid under Medicare principles of reinbursenent,
then the departnment shall reduce the inflation factor
used to calculate the rates for the remai nder of the
fiscal year so that the aggregate paynents for the
entire fiscal year (excluding the disproportionate
share adjustnents) are reasonably projected to be no
nmore than that which would be paid under Medicare
principles of reinbursenment. [Eff 11/13/95 ]
(Auth: HRS 8346-59) (Inp: 42 C F.R 8447.252)

817-1739-69 Treatnent of new facilities. (a)
Rates for new providers shall Dbe calculated by a
separate nethod. A new provider shall receive the
statew de wei ghted average paynent rates for its
classification tinmes the follow ng new provider
adj ust nent factor:

(1) First Operating Year - one hundred fifty per

cent;

(2) Second Qperating Year - one hundred forty per
cent;

(3) Third QOperating Year - one hundred thirty per
cent; and

(4) Fourth QOperating Year and thereafter one
hundred twenty five per cent;

(5) |If afacility's operating year does not
coincide wwth the PPS fiscal year, then the
new provider's rates shall be prorated based
on the PPS fiscal year. For exanple, a new
provider that begins its first operating year
on January 1 would receive one hundred
forty-five per cent of the statew de wei ghted
average paynent rates for its classification
for the entire PPS fiscal year that begins on
the imediately follow ng July 1.

(b) Capital related costs shall be reinbursed as

defined in section 17-1739-65(b) and (c).

(c) For new providers that are proprietary
facilities, the PPS rates shall also be adjusted by
return on equity and gross excise tax factors. Those
factors shall be based on projected costs and receipts
and cal cul ated as defined in section 17-1739-65(d).

(d) A new provider may seek rate reconsideration
under section 17-1739-78(a)(3) if it adds an approved
intern and resident teaching program A new provider
is also eligible for the di sproportionate share
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adjustnment if it neets the qualifications defined in
this subchapter

(e) A new provider shall have its PPS rates
determ ned under this section until it no | onger neets
the definition of a new provider. Thereafter, its PPS
rates shall be based on its base year cost report |ike
all other providers. [Eff 11/13/95 ] (Auth: HRS
8346-59) (Inp: 42 C. F. R 8447.252)

817-1739-70 Paynent for transfers. (a) A
hospital inpatient shall be considered "transferred"
when the patient has been noved from one acute
inpatient facility to another acute inpatient facility.

(b) A hospital which receives a transfer and
subsequent |y di scharges that individual shall be

consi dered the discharging hospital. Al other
hospitals which adm tted and subsequently transferred
the patient during a single spell of illness shall be

considered transferring hospitals.

(c) The service category into which the patient
falls at the time of transfer or discharge shall be
consi dered the appropriate service category for
pur poses of paynent to that facility.

(d) If aclassification | facility or the
freestanding rehabilitation hospital transfers an
inpatient to another classification | facility or the
freestanding rehabilitation hospital, both facilities
shal|l receive the per diemrates calculated in section
17-1739- 66.

(e) If aclassification | facility or the
freestanding rehabilitation hospital transfers an
inpatient to a classification Il or Il facility, the
classification | facility shall receive the per diem
rate calculated in section 17-1739-66, and the
classification Il or Ill facility shall receive the
full per diemand ancillary reinbursenent rate to which
it is entitled under section 17-1739-66.

(f) If aclassification Il or Ill facility
transfers an inpatient to another acute inpatient
facility, paynment shall be as foll ows:

(1) In nonpsychiatric cases where nedical
necessity requires that the patient remain in
the transferring hospital three or nore days
or that the patient be cared for in the
i ntensive care or coronary care units, the
transferring classification Il or |11
facility shall receive the full per diemrate
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(2)

(3)

(4)

(5)

for routine care and the full ancillary

di scharge rate for the appropriate service
category, as calculated in accordance with
section 17-1739-66;

For nonpsychiatric cases of |less than three
days and not involving intensive care,

paynment to a transferring classification |

or Il facility shall be the facility-
specific per diemrate for routine care and
thirty per cent of the ancillary discharge
rate for the appropriate service category,

as calculated in accordance with section
17-1739- 66;

For nonpsychiatric services, paynent to a

di scharging classification Il or Il facility
shall be the full prospective paynent rates
calculated in section 17-1739-66;

For nonpsychiatric services, paynent to a

di scharging classification | facility or the
freestanding rehabilitation facility shall be
determ ned by nultiplying the nunber of days
of stay in the discharging facility by the
per diemcalculated in section 17-1739-66;
and

For psychiatric services, paynent to any
transferring or discharging facility shall be
determ ned by nultiplying the nunber of days
of stay by the per diemcal culated in section
17-1739- 66.

Transfers shall be subject to utilization

g
review, and the departnent or its utilization review

agent may
transferri
transferri

deny full or partial paynent to the
ng facility if it is determned that the
ng facility was able to provide all required

care or that a patient was held three days or nore or

pl aced in
necessary.

(h)

intensive care when it was not nedically

For the purpose of determ ning capital

related costs associated with transfers, all days and
charges associated with services rendered by each
facility to the transferred patient shall be included
in that facility's conputation. [Eff 11/13/95 ]
(Auth: HRS 8346-59) (Inp: 42 C. F.R 8447.252)

817-1739-71 Paynent for readni ssion. (a)
Readm ssions to the sane tacility wmthin twenty four
hours of discharge for the sane spell of illness and
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for the sane general diagnosis as the original
adm ssion shall be considered to be the same adm ssion
and shall be billed as a single stay. The departnent
may deny full or partial paynent for the original
i npatient stay or the subsequent readm ssion if it is
determ ned that the facility could have provi ded al
required services during the original inpatient stay.
This section shall not apply in cases where a patient
| eaves the hospital against nedical advice.

(b) Readm ssion to the sane facility within
thirty days of a previous discharge for a simlar
di agnosi s shall be subject to utilization review. The
departnment may deny full or partial paynent for the
original stay or the subsequent readm ssion if it is
determ ned that the facility could have provi ded al
required services during the original stay. This
section shall not apply in cases where a patient |eaves
t he hospital against nedical advice. [Eff 11/13/95 ]
(Auth: HRS 8346-59) (Inp: 42 C. F.R 8447.252)

817-1739-72 Paynent for nonpsychiatric cases
whi ch exceed $35,000. [|f charges for nonpsychiatric
services rendered to a patient during an inpatient stay
are in excess of $35,000, billing and paynent for this
stay shall be as follows:

(1) For classification | facilities and the
freestanding rehabilitation hospital, paynent
shal |l be nmade at applicable per diemrates
for the full inpatient stay;

(2) For classification Il and Il facilities:

(A) Aninitial interimbill shall be
subm tted covering the period fromthe
adm ssion date through the date the
charge for the case reaches $35, 000.
Paynment for this interimbill shall be
the classification per diemrate for the
service category nultiplied by the
nunber of days covered by the bill plus
the full appropriate ancillary rate as
calculated in section 17-1739-68; and

(B) Sixty days after a patient reaches
outlier status, nonthly thereafter, and
upon di scharge, a facility shall bill
t he departnent for charges in excess of
the outlier threshold. The facility
shal | al so docunent to the departnent's
reasonabl e sati sfaction the nedical

1739- 29



UNOFFICIAL
§17-1739- 72

necessity for the days of care and
services rendered. The departnent shal
pay such bills that are appropriately
docunent ed and properly wthin the scope
of the acute care nmedi caid program no
| ess than quarterly. The departnent
shall pay for the full per diem and
ei ghty per cent of the ancillary
charges, excluding anpbunts included in
conputing the outlier threshold; and
(3) For the purpose of determ ning capital
rel ated costs associated with outlier cases,
the full amount of charges shall be included
inthe facility's conputation.
[ Ef f 11/13/95 ] (Auth: HRS 8346-59)
(Imp: 42 C.F.R 8447.252)

817-1739-73 Wit listed reinbursenents. (a)
Paynments for wait listed patients shall reflect the
| evel of care required by the patient. The facility
shall receive a routine per diemfor each day that a
wait listed patient remains in the acute care part of
the facility. Roomand board wait listed rates are to
be determ ned based upon the statew de wei ghted aver age
costs of providing either SNF or | CF services by
distinct part facilities per the nedicaid | ong-term
care prospective paynent rate calculations with the
foll ow ng exceptions:

The wait listed rates cannot exceed the
facility's own distinct part SNF or |ICF
prospective paynent rates;

(2) Afacility with a distinct part SNF, but no

| CF, would have an ICF wait |isted rate based
on the statew de wei ghted average but not to
exceed the facility's distinct SNF
prospective paynment rate; and

(3) In no case will any relief granted under rate

reconsi deration be used to adjust the wait
listed rates.

(b) Wit listed rates shall be annually adjusted
by the sane inflation factors as the |long-termcare PPS
rates.

(c) The rate for wait listed long-termcare
patients in acute care beds does not include ancillary
servi ces except for medical supplies and mai nt enance
t herapy. These excluded ancillary services nust
therefore be billed separately. Reinbursenents will be
consistent wwth the ancillary rates paid to long term
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care facilities. [Eff 11/13/95 ] (Auth: HRS
8346-59) (Inp: 42 C F. R 8447.252)

817-1739-74 Paynent for services rendered to
patients with other health Insurance. nedicaid Is a
secondary payor. In no case shall nedicaid pay a sum
when considered in conjunction with paynents from al
ot her sources (including the patient's cost share and
Medi care), that exceeds the anmobunt that would have been
paid if no other source of reinbursenent existed.

[ Ef f 11/13/95 ] (Auth: HRS 8346-59) (Inp: 42
C.F. R 8447.252)

817-1739-75 Limtations on acute care facility
paynent. (a) Calculation of the prospective paynent
rate shall not be affected by a public provider's
i nposition of nom nal charges in accordance with
federal regulations. However, for providers whose
charges are |l ess than costs on the nost recently filed
cost report and who do not qualify as a nom nal charge
provi der, the prospective rate shall be reduced during
the interimuntil the applicable cost report is filed
and a settlenent adjustnent is nade. The interim
reduction shall be in proportion to the ratio of costs
to charges on the nost recent filed cost report.
Updat ed data and charge structures may be provided to
the departnent's fiscal internmediary if the provider
believes that its rate structure has changed
significantly since the nost recent filed cost report,
but the departnent wll be responsible for approving
the final interimrate reduction necessary to
approximate final settlenment as closely as possible.

(b) Paynment for out-of-state acute care facility
services shall be the nedicaid rate applicable in the
facility's state. If an out of state nmedicaid rate is
not avail able, the weighted average Hawaii nedicaid
rate applicable to services provided in conparable
Hawaii facilities shall be used.

(c) The departnent or its utilization review
agent may deny full or partial paynent if it is
determ ned that the adm ssion or transfer was not
medi cal | y necessary or the diagnosis or procedure code
was not correctly assigned, or the patient was retained
in the facility longer than necessary. The departnent
shal | recover anmounts due using the nost expedient
met hods possi bl e which shall include but not be limted
to of fsetting anobunts agai nst current paynents due
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providers. [Eff 11/13/95 ] (Auth: HRS 8346-59)
(Inp: 42 C. E.R §447.252)

817-1739-76 Adjustnents for costs under appeal.
A change in a facility's base year costs due to appeals
to the base year cost report that occur subsequent to
the effective date of these rules shall not result in
changes to the rate ceilings for the classification
group until the next recalculation of rates. The
facility-specific prospective paynent rate cal cul ated
under section 17-1739-66 shall be adjusted to reflect
t he appeal decision. Base year costs shall be adjusted
to reflect the appeal decision, and the
facility-specific prospective rate shall be
recal cul ated, effective the first day of the rate year,
based on the adjusted base year costs, as long as the
rate ceilings are not exceeded. [Eff 11/13/95 ]
(Auth: HRS 8346-59) (Inp: 42 C. F.R 8447.252)

817-1739-77 Future redeterm nation of prospective
paynent rates. (a) |In future years, prospective
paynment rates for acute care facilities shall be
established by trending forward the base year
prospective paynent rates by adjusting estinated to
actual s and applying the projected inflation factor, as
defined in section 17-1739-57, for the prospective
paynent year at the start of each fiscal year.

(b) Reinbursenment for capital related costs shal
be conmputed annually as defined in section
17-1739-65(b).

(c) The departnent shall recal culate the
prospective paynent rates periodically by reference to
a new base year. This recalcul ation shall be perforned
at | east once every five years, except under
extraordinary circunstances. [Eff 11/13/95 ]
(Auth: HRS 8346-59) (Inp: 42 C. F.R 8447.252)

817-1739-78 Requests for rate reconsideration.

(a) Acute care providers shall have the right to
request a rate reconsideration if one of the follow ng
condi tions has occurred since the base year:

(1) Extraordinary circunstances including but not
limted to acts of God, changes in life and
safety code requirenents, changes in
licensure |aw, rules or regul ations,
significant changes in case mx or the nature
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of service, or addition of new services
occurring subsequent to the base year. Mere
inflation of costs, absent extraordinary

ci rcunst ances, shall not be a ground for rate
reconsi derati on;

(2) Reduction in nmedicaid average | ength of stay
within a facility which produced a decrease
in the average cost per discharge but an
increase in the average cost per day. This
paragraph shall not include reductions in
average length of stay resulting froma
change in case mx. The rate reconsideration
relief provided under this section shall be
the | esser of actual growh in the cost per
day since the base year or seventy-five per
cent of the reduction in the average cost per
di scharge (inflated) since the base year
di vided by the current average |ength of
stay. In no case shall the add-on exceed the
actual ancillary and room and board costs of
the facility; and

(3) The addition of an approved intern and
resident teaching program This is the only
circunstance that is eligible for arate
reconsi deration request by a new provider.

(b) A provider nmay also obtain a rate
reconsideration if it provides an atypically high
percent age of special care, determned as follows. In
order to obtain the relief, the provider nust neet each
of the tests and foll ow each of the procedures defined
bel ow.

(1) One or nore of the facility's per diemrates
is affected by the ceiling inits
classification for that type of service;

(2) The percentage of the facility's base year
nmedi cai d speci al care days over total base
year nedicaid days (excluding days that are
reported in the nursery cost center on the
cost report) is greater than one hundred
fifty per cent of the sanme average for al
other facilities inits classification. The
data to performthe conparison shall be
obt ai ned fromthe base year nedi caid cost
reports;

(3) The facility's average per diemcosts for
bot h general inpatient routine service and
speci al care, excluding capital related costs
and nedi cal education costs, are no greater
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t han one hundred twenty per cent of the

wei ght ed average for all other facilities in
the sane classification. The data to perform
the conparison shall be obtained fromthe
base year nedicaid cost reports;

(4) The provider nust analyze its base year costs
and vary its special care percentage to
determne its break-even point. This
anal ysis shall be perfornmed for each PPS rate
that was affected by a conponent ceiling;

(5) The provider must conpute its special care
per cent age based upon the nost recent
i nformati on avail abl e;

(6) The provider nmust certify to the departnment
in conjunction with its rate reconsideration
request that, based upon its nost recently
filed cost report, the percentage defined in
section 17-1739-78(b)(2) continues to exceed
one hundred fifty per cent of the average for
all other facilities in its classification
during the base year. The certification
shal | be based upon a cost report
classification nethod that is consistent with
the method that the facility used in the base
year nmnedicaid cost report; and

(7) The provider nust submt the results of al
of the foregoing anal yses and cal cul ati ons,
along with its certification, to the
departnment as part of its rate
reconsi deration request. For each rate
category in which the nost recent speci al
care percentage exceeds the break-even point,
the provider shall have the applicable PPS
rate increased by the anmount that it was
reduced due to the application of the
conponent ceilings. For each rate category
in which the nost recent special care
percentage is equal to or less than the
br eak- even point, the provider shall receive
no increase in its PPS rates.

(c) Requests for reconsideration shall be
submtted in witing to the departnent and shall set
forth the reasons for the requests. Each request shal
be acconpani ed by sufficient docunentation to enable
the departnent to act upon the requests. Docunentation
shal | include the data necessary to denonstrate that
the circunstances for which reconsideration is
requested neet the requirenents noted above.
Docunent ati on shall incl ude:
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(1) A presentation of data to denonstrate reasons
for the hospital's request for rate
reconsi deration; and

(2) |If the reconsideration request is based on

changes in patient mx, then the facility
must docunent the change using di agnosis
related group case-m x index or other well-
est abl i shed case-m x neasures, acconpani ed by
a showi ng of cost inplications.

(d) A request for reconsideration shall be
submtted within sixty days after the prospective rate
is provided to the facility by the departnent or at
ot her tinmes throughout the year if the departnent
determ nes that extraordinary circunstances occurred.
The addition of an approved intern and resident
teachi ng program shall be one exanple of that type of
extraordinary circunstance that justifies a m d-year
rate reconsi deration request.

(e) The provider shall be notified of the
departnent's discretionary decision in witing within a
reasonable time after receipt of the witten request.

(f) Pending the departnent's discretionary
deci sion on a request for rate reconsideration, the
facility shall be paid the prospective paynent rate
initially determned by the departnent. |If the
reconsi deration request is granted, the resultant new
prospective paynent rate shall be effective no earlier
than the first date of the prospective rate year.

(g) A provider nmay appeal the departnent's
decision on the rate reconsideration. The appeal shal
be filed in accordance with the requirenments of chapter
17-1736.

(h) Rate reconsiderations granted under this
section shall be effective for the remainder of the
prospective rate year. |If the facility believes its
experience justifies continuation of the rate in
subsequent rate years, it shall submt information to
updat e the docunentation specified in subsection (c)

w thin sixty days of notice of the facility's rate for
each subsequent rate year. The departnent shall review
t he docunentation and notify the facility of its

determ nation as described in subsection (e). The
departnent may, at its discretion, grant a rate

adj ustment which is automatically renewable until the
base year is recalculated. [Eff 11/13/95

(Auth: HRS 8346-59) (Inp: 42 C. F.R 8447.252)
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817-1739-79 Cost report requirenents. (a) Al
participating acute care facilities shall maintain an
accounting systemwhich identifies costs in a manner
that confornms to generally accepted accounting
pri nci pl es.

(b) Participating facilities shall submt the
foll owi ng on an annual basis no |ater than ninety days
after the close of each facility's fiscal year

(1) Uniformcost report;

(2) Wbrking trial bal ance;

(3) Provider cost report questionnaire;

(4) Audited financial statenments if avail abl e;
and

(5) Disclosure of appeal itens included in the

cost report.

(c) Paynment for services shall be tenporarily
reduced by at |least twenty per cent if the cost report
is not received within one hundred twenty days, and
one hundred per cent if the cost report is not received
Wi thin one hundred fifty days. A thirty day nmaximm
extension will be granted upon witten request for good
cause as provided in Medicare guidelines.

(d) Each provider shall keep financial and
statistical records of the cost reporting year for at
| east five years after submtting the cost report to
authori zed state or federal representatives.

[ Ef f 11/13/95 ] (Auth: HRS 8346-59) (lnp: 42
C.F. R 8447.252)

817-1739-80 Audit requirenents. (a) All costs
reports shall be analyzed wthin six nonths after
receipt to verify that each acute care provider has
conplied with nedicaid cost reporting requirenents.

(b) On-site audits of cost reports, including
financial and statistical records of a sanple of
participating facilities in each facility
classification, shall be conducted annually.

(c) Upon conclusion of each on-site audit, a
report of the audit findings shall be retained by the
medi cai d agency for a period of not |ess than three
years follow ng the date of subm ssion of the report.

(d) Facilities shall have the right to appea
audit findings. [Eff 11/13/95 ] (Auth: HRS
8346-59) (Inp: 42 C. F. R 8447.252)

817-1739-81 Effective date of amendnents to
subchapter 3. Unless otherw se stated, anendnents to
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be effective concurrent with the

effective date of federal approval to a correspondi ng
amendnent to the Hawaii nedicaid State Plan for
i npatient hospital reinbursenent. [Eff 11/13/95
(Auth: HRS 8346-59) (Inp: 42 C. F.R 8447.252)
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