Supplemental Physician Payment and High Cost Adjustment Payment

Background

The Iowa Department of Human Services (DHS) submitted State Plan Amendment 03-017 on August 12, 2003 to be effective July 1, 2003. This SPA provides for supplemental payments for physician services at qualifying hospitals. The Department also submitted State Plan Amendment 04-007 on August 5, 2005 to be effective July 1, 2004. This SPA provides in part for a payment to be added on to the blended base amount for Iowa state-owned hospitals with over 500 beds to adjust for the high cost incurred for services provided to Medicaid and indigent care patients. Both of these SPA’s, as originally submitted, anticipated that the additional Medicaid payments would be returned to the Medicaid Program and not retained by the University of Iowa.  

The Department received notification from CMS on July 1, 2005 that the Iowa section 1115 Medicaid demonstration project, entitled IowaCare (Project No. 11-W-00189/7) had been approved. Within the special terms and conditions, DHS was instructed to submit a revised version of SPA 03-017 and SPA 04-007, primarily to eliminate the provisions regarding the return of the additional Medicaid payments to the Medicaid Program. DHS resubmitted SPAs 03-017 and 04-007 to CMS on June 27, 2005. 

The revised version of SPA 03-017 provides supplemental payments to qualifying physicians calculated based on the average commercial rate. In addition, SPA 03-017 will only be effective for the time period of July 1, 2003 through June 30, 2005. The revised version of SPA 04-007 limits payment for the high cost adjustment payments for state owned hospitals with over 500 beds effective only for the time period of July 1, 2004 through June 30, 2005.

Since the expected approval date of these two SPAs is subsequent to the ending effective dates of the SPAs, a gross payment adjustment will be made in order to provide these payments in accordance with the payment methodologies and for the time periods contained in SPAs 03-017 and 04-007. 

Supplemental Physician Payment

Chapter 112.11(1), 2003 Iowa Acts requires the DHS to make supplemental payment adjustments for physician services provided to Medicaid recipients at the University of Iowa Hospitals and Clinics.  The supplemental payments are equal to the difference between the physician’s charge (revised to average commercial rate) and the Medicaid physician fee schedule.  Chapter 112 further requires the hospital transfer an amount equal to the supplemental payments to DHS.  Chapter 112 was effective beginning July 1, 2003.   Chapter 112 was not previously implemented as the SPA did not receive approval.  Chapter 112 was amended by House File 841 (IowaCare Act) to limit the supplemental physician payments to FY 2004 and FY 2005.  The statutory authorization for the supplemental payments expires at the end of FY 2005.  The supplemental payments are implemented for FY 2004 and FY 2005 only, pursuant to approval of Iowa’s 1115 Waiver, Terms and Conditions item #44.

A summary of University of Iowa Hospital and Clinics average gross collection rates by physician specialty and commercial plan along with a summary of University of Iowa Hospital and Clinics charges and payments by physician specialty and commercial plan was provided to DHS from the University of Iowa Hospital and Clinics. See Attachment 1. This information was used to calculate an overall average commercial rate of .5871. University of Iowa Hospital and Clinics physician claims were re-priced using the average commercial rate of .5871. 

For physician services provided July 1, 2003 – June 30, 2004, a payment in the amount of $16,508,800 ($11,022,926 Federal and $5,485,874 State) will be made to UIHC.  For physician services provided July 1, 2004 – June 30, 2005, a payment in the amount of $17,914,290 ($11,400,654 Federal and $6,513,636 State) will be made to UIHC. These amounts reflect the difference between payment based on the revised methodology and what was initially paid to UIHC for physician services.

High Cost Adjustment Payment

Chapter 1175.116, 2004 Iowa Acts (FY 2005 Omnibus Appropriations Act) included a $9.4 million General Fund appropriation in the Medical Assistance budget for the State matching funds to increase the hospital base rate of the University of Iowa Hospitals and Clinics to offset the high cost incurred for proving services to Medical Assistance patients.  The requirement to increase the base rate is in paragraph 11 of Section 116.  

Chapter 1175.86(2b), 2004 Iowa Acts appropriated $27.3 million General Fund to the University of Iowa Hospitals and Clinics for the Indigent Care Program.  The section requires the University of Iowa Hospitals and Clinics to revert, from this appropriation to the State General Fund, an amount equal to the high cost adjustment payment.  Chapter 1175 was effective beginning July 1, 2004.  Chapter 1175 was not previously implemented as the SPA did not receive approval. 

House File 841 amended this section to change the financing mechanism and amend the effective date.  The amended language requires the UIHC to make the transfer to the DHS rather than revert to the State General Fund, removes the specific dollar amount to be transferred and limits the transfer to FY 2005 only.  The statutory authorization for the supplemental payments expires at the end of FY 2005.  The supplemental payments are implemented for FY 2005 only, pursuant to approval of Iowa’s 1115 Waiver, Terms and Conditions item #43.

UIHC’s base rate was adjusted from $3,691.25 to $7,791.00 to provide a supplemental payment in the amount of $25,267,017 ($9,187,087 State and $16,079,930 Federal). The total amount of the supplemental payment shall not exceed the hospital-specific DSH caps under 42 USC 1396r-4(g)(Supp. 2002).

Summary

A payment in the amount of $59,690,107 will be made from the Medicaid account to the University of Iowa Hospital and Clinics for Medicaid inpatient hospital and physician services provided by UIHC and physicians under the authority of approved state plan amendments 03-017 and 04-007.   This includes the following state and federal match amounts and rates for each payment by fiscal year:

	
	Total
	Blended FMAP
	Federal
	State

	Physician SFY 04
	 $     16,508,800 
	66.77%
	 $     11,022,926 
	 $  5,485,874 

	Physician SFY 05
	 $     17,914,290 
	63.64%
	 $     11,400,654 
	 $  6,513,636 

	High Cost Adj SFY 05
	 $     25,267,017 
	63.64%
	 $     16,079,930 
	 $  9,187,087 

	
	 
	
	
	

	Total
	 $     59,690,107 
	
	 $     38,503,510 
	 $21,186,597 


Text from House File 841, 2005 Iowa Acts:

33 16    Sec. 35.  2004 Iowa Acts, chapter 1175, section 86,

 33 17 subsection 2, paragraph b, unnumbered paragraph 2, and

 33 18 subparagraphs (1), (2), and (3), are amended to read as

 33 19 follows:

 33 20    Of the amount appropriated in this lettered paragraph,

 33 21 $25,950,166 shall be considered encumbered and shall not be

 33 22 expended for any purpose until January 1, 2005.
 33 23    (1)  However, if If the department of human services

 33 24 adjusts hospital payments to provide an increased base rate to

 33 25 offset the high cost incurred for providing services to

 33 26 medical assistance patients on or prior to January July 1,

 33 27 2005, a portion of the amount specified in this unnumbered

 33 28 paragraph equal to the increased Medicaid payment shall revert

 33 29 to the general fund of the state.  Notwithstanding section

 33 30 8.54, subsection 7, the amount required to revert under this

 33 31 subparagraph shall not be considered to be appropriated for

 33 32 purposes of the state general fund expenditure limitation for

 33 33 the fiscal year beginning July 1, 2004.
 33 34    (2)  If the adjustment described in subparagraph (1) to

 33 35 increase the base rate is not made prior to January 1, 2005,

 34  1 the amount specified in this unnumbered paragraph shall no

 34  2 longer be considered encumbered, may be expended, and shall be

 34  3 available for the purposes originally specified be transferred

 34  4 by the university of Iowa hospitals and clinics to the medical

 34  5 assistance fund of the department of human services.  Of the

 34  6 amount transferred, an amount equal to the federal share of

 34  7 the payments shall be transferred to the account for health

 34  8 care transformation created in section 249J.22.

 34  9    (3)  (2)  Any incremental increase in the base rate made

 34 10 pursuant to subparagraph (1) shall not be used in determining

 34 11 the university of Iowa hospital and clinics disproportionate

 34 12 share rate or when determining the statewide average base rate

 34 13 for purposes of calculating indirect medical education rates.

 34 14    Sec. 36.  2003 Iowa Acts, chapter 112, section 11,

 34 15 subsection 1, is amended to read as follows:

 34 16    1.  For the fiscal year years beginning July 1, 2003, and

 34 17 ending June 30, 2004, and beginning July 1, 2004, and for each

 34 18 fiscal year thereafter ending June 30, 2005, the department of

 34 19 human services shall institute a supplemental payment

 34 20 adjustment applicable to physician services provided to

 34 21 medical assistance recipients at publicly owned acute care

 34 22 teaching hospitals.  The adjustment shall generate

 34 23 supplemental payments to physicians which are equal to the

 34 24 difference between the physician's charge and the physician's

 34 25 fee schedule under the medical assistance program.  To the

 34 26 extent of the supplemental payments, a qualifying hospital

 34 27 shall, after receipt of the payments, transfer to the

 34 28 department of human services an amount equal to the actual

 34 29 supplemental payments that were made in that month.  The

 34 30 department of human services shall deposit these payments in

 34 31 the department's medical assistance account.  The department

 34 32 of human services shall amend the medical assistance state

 34 33 plan as necessary to implement this section.  The department

 34 34 may adopt emergency rules to implement this section.  The

 34 35 department of human services shall amend the medical

 35  1 assistance state plan to eliminate this provision effective

 35  2 June 30, 2005.
