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256.969 PAYMENT RATES.

Subdivision 1. Hospital cost index. (2) The hospital cost index shall be the change in the Consumer Price
Index-All Items (United States city average) (CPI-U) forecasted by Data Resources, Inc. The commissioner
shall use the indices as forecasted in the third quarter of the calendar year prior to the rate year. The hospital
cost index may be used to adjust the base year operating payment rate through the rate year on an annually
compounded basis.

(b) For fiscal years beginning on or after July 1, 1993, the commissioner of human services shall
not provide automatic annual inflation adjustments for hospital payment rates under medical assistance.
The commissioner of management and budget shall include as a budget change request in each biennial
detailed expenditure budget submitted to the legislature under section 16A.11 annual adjustments in hospital
payment rates under medical assistance based upon the hospital cost index.

Subd. 2. Diagnostic categories. The commissioner shall use to the extent possible existing diagnostic
classification systems, such as the all patient-refined diagnosis-related groups (APR-DRGs) or other similar
classification programs to determine the relative values of inpatient services and case mix indices. The
commissioner may combine diagnostic classifications into diagnostic categories and may establish separate
categories and numbers of categories based on hospital peer group. Relative values shall be recalibrated
when the base year is changed. Relative value determinations shall include paid claims for admissions
during each hospital's base year. The commissioner may supplement the diagnostic classification systems
data with national averages. Relative value determinations shall not include Medicare crossover data and
data on admissions that are paid a per day transfer rate under subdivision 14. The computation of the base
year cost per admission must include identified outlier cases and their weighted costs up to the point that
they become outlier cases, but must exclude costs recognized in outlier payments beyond that point. The
commissioner may recategorize the diagnostic classifications and recalibrate relative values and case mix
indices to reflect actual hospital practices, the specific character of specialty hospitals, or to reduce variances
within the diagnostic categories after notice in the State Register and a 30-day comment period.

Subd. 2a. [Repealed, 1989 ¢ 282 art 3 s 98]

Subd. 2b. Hospital payment rates. (a) For discharges occurring on or after November 1, 2014, hospital
inpatient services for hospitals located in Minnesota shall be paid according to the following:

(1) critical access hospitals as defined by Medicare shall be paid using a cost-based methodology;

(2) long-term hospitals as defined by Medicare shall be paid on a per diem methodology under sub-
division 25;

(3) rehabilitation hospitals or units of hospitals that are recognized as rehabilitation distinct parts as
defined by Medicare shall be paid according to the methodology under subdivision 12; and

(4) all other hospitals shall be paid on a diagnosis-related group (DRG) methodology.

(b) For the period beginning January 1, 2011, through October 31, 2014, rates shall not be rebased,
except that a Minnesota long-term hospital shall be rebased effective January 1, 2011, based on its most
recent Medicare cost report ending on or before September 1, 2008, with the provisions under subdivisions
9 and 23, based on the rates in effect on December 31, 2010. For rate setting periods after November 1,
2014, in which the base years are updated, a Minnesota long-term hospital's base year shall remain within
the same period as other hospitals.
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(c) Effective for discharges occurring on and after November 1, 2014, payment rates for hospital
inpatient services provided by hospitals located in Minnesota or the local trade area, except for the hospitals
paid under the methodologies described in paragraph (a), clauses (2) and (3), shall be rebased, incorporating
cost and payment methodologies in a manner similar to Medicare. The base year for the rates effective
November 1, 2014, shall be calendar year 2012. The rebasing under this paragraph shall be budget neutral,
ensuring that the total aggregate payments under the rebased system are equal to the total aggregate payments
that were made for the same number and types of services in the base year. Separate budget neutrality cal-
culations shall be determined for payments made to critical access hospitals and payments made to hospitals
paid under the DRG system. Only the rate increases or decreases under subdivision 3a or 3c that applied
to the hospitals being rebased during the entire base period shall be incorporated into the budget neutrality
calculation.

(d) For discharges occurring on or after November 1, 2014, through June 30, 2016, the rebased rates
under paragraph (c) shall include adjustments to the projected rates that result in no greater than a five
percent increase or decrease from the base year payments for any hospital. Any adjustments to the rates made
by the commissioner under this paragraph and paragraph (e) shall maintain budget neutrality as described
in paragraph (c).

(e) For discharges occurring on or after November 1, 2014, through June 30, 2016, the commissioner
may make additional adjustments to the rebased rates, and when evaluating whether additional adjustments
should be made, the commissioner shall consider the impact of the rates on the following:

(1) pediatric services;

(2) behavioral health services;

(3) trauma services as defined by the National Uniform Billing Committee;
(4) transplant services;

(5) obstetric services, newborn services, and behavioral health services provided by hospitals outside
the seven-county metropolitan area;

(6) outlier admissions;

(7) low-volume providers; and

(8) services provided by small rural hospitals that are not critical access hospitals.

(f) Hospital payment rates established under paragraph (¢) must incorporate the following:

(1) for hospitals paid under the DRG methodology, the base year payment rate per admission is stan-
dardized by the applicable Medicare wage index and adjusted by the hospital's disproportionate population

adjustment;

(2) for critical access hospitals, interim per diem payment rates shall be based on the ratio of cost and
charges reported on the base year Medicare cost report or reports and applied to medical assistance utilization
data. Final settlement payments for a state fiscal year must be determined based on a review of the medical
assistance cost report required under subdivision 4b for the applicable state fiscal year;
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(3) the cost and charge data used to establish hospital payment rates must only reflect inpatient services
covered by medical assistance; and

(4) in determining hospital payment rates for discharges occurring on or after the rate year beginning
January 1, 2011, through December 31, 2012, the hospital payment rate per discharge shall be based on the
cost-finding methods and allowable costs of the Medicare program in effect during the base year or years.

(g) The commissioner shall validate the rates effective November 1, 2014, by applying the rates es-
tablished under paragraph (c), and any adjustments made to the rates under paragraph (d) or (e), to hospital
claims paid in calendar year 2013 to determine whether the total aggregate payments for the same number
and types of services under the rebased rates are equal to the total aggregate payments made during calendar
year 2013.

(h) Effective for discharges occurring on or after July 1, 2017, and every two years thereafter, payment
rates under this section shall be rebased to reflect only those changes in hospital costs between the existing
base year and the next base year. The commissioner shall establish the base year for each rebasing period
considering the most recent year for which filed Medicare cost reports are available. The estimated change
in the average payment per hospital discharge resulting from a scheduled rebasing must be calculated and
made available to the legislature by January 15 of each year in which rebasing is scheduled to occur, and
must include by hospital the differential in payment rates compared to the individual hospital's costs.

Subd. 2c¢. [Repealed, 2014 ¢ 312 art 24 s 48]

Subd. 2d. Interim payments. Notwithstanding subdivision 2b, paragraph (c), for discharges occurring
on or after November 1, 2014, through June 30, 2015, the commissioner may implement an interim payment
process to pay hospitals, including payments based on each hospital's average payments per claim for state
fiscal years 2011 and 2012. These interim payments may be used to pay hospitals if the rebasing under
subdivision 2b, paragraph (c), is not implemented by November 1, 2014. Claims paid at interim payment
rates shall be reprocessed and paid at the rates established under subdivision 2b, paragraphs (c¢) and (d),
upon implementation of the rebased rates.

Subd. 3. [Repealed, 1989 c 282 art 3 s 98]

Subd. 3a. Payments. (a) Acute care hospital billings under the medical assistance program must not
be submitted until the recipient is discharged. However, the commissioner shall establish monthly interim
payments for inpatient hospitals that have individual patient lengths of stay over 30 days regardless of di-
agnostic category. Except as provided in section 256.9693, medical assistance reimbursement for treatment
of mental illness shall be reimbursed based on diagnostic classifications. Individual hospital payments es-
tablished under this section and sections 256.9685, 256.9686, and 256.9695, in addition to third-party and
recipient liability, for discharges occurring during the rate year shall not exceed, in aggregate, the charges for
the medical assistance covered inpatient services paid for the same period of time to the hospital. Services
that have rates established under subdivision 11 or 12, must be limited separately from other services. After
consulting with the affected hospitals, the commissioner may consider related hospitals one entity and may
merge the payment rates while maintaining separate provider numbers. The operating and property base
rates per admission or per day shall be derived from the best Medicare and claims data available when
rates are established. The commissioner shall determine the best Medicare and claims data, taking into con-
sideration variables of recency of the data, audit disposition, settlement status, and the ability to set rates in
a timely manner. The commissioner shall notify hospitals of payment rates 30 days prior to implementation.
The rate setting data must reflect the admissions data used to establish relative values. The commissioner
may adjust base year cost, relative value, and case mix index data to exclude the costs of services that have
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been discontinued by the October 1 of the year preceding the rate year or that are paid separately from
inpatient services. Inpatient stays that encompass portions of two or more rate years shall have payments
established based on payment rates in effect at the time of admission unless the date of admission preceded
the rate year in effect by six months or more. In this case, operating payment rates for services rendered
during the rate year in effect and established based on the date of admission shall be adjusted to the rate
year in effect by the hospital cost index.

(b) For fee-for-service admissions occurring on or after July 1, 2002, the total payment, before third-
party liability and spenddown, made to hospitals for inpatient services is reduced by .5 percent from the
current statutory rates.

(c) In addition to the reduction in paragraph (b), the total payment for fee-for-service admissions
occurring on or after July 1, 2003, made to hospitals for inpatient services before third-party liability and
spenddown, is reduced five percent from the current statutory rates. Mental health services within diagnosis
related groups 424 to 432 or corresponding APR-DRGs, and facilities defined under subdivision 16 are
excluded from this paragraph.

(d) In addition to the reduction in paragraphs (b) and (c), the total payment for fee-for-service admissions
occurring on or after August 1, 2005, made to hospitals for inpatient services before third-party liability and
spenddown, is reduced 6.0 percent from the current statutory rates. Mental health services within diagnosis
related groups 424 to 432 or corresponding APR-DRGs, and facilities defined under subdivision 16 are
excluded from this paragraph. Payments made to managed care plans shall be reduced for services provided
on or after January 1, 2006, to reflect this reduction.

(e) In addition to the reductions in paragraphs (b), (c), and (d), the total payment for fee-for-service
admissions occurring on or after July 1, 2008, through June 30, 2009, made to hospitals for inpatient services
before third-party liability and spenddown, is reduced 3.46 percent from the current statutory rates. Mental
health services with diagnosis related groups 424 to 432 or corresponding APR-DRGs, and facilities defined
under subdivision 16 are excluded from this paragraph. Payments made to managed care plans shall be
reduced for services provided on or after January 1, 2009, through June 30, 2009, to reflect this reduction.

(f) In addition to the reductions in paragraphs (b), (¢), and (d), the total payment for fee-for-service
admissions occurring on or after July 1, 2009, through June 30, 2011, made to hospitals for inpatient services
before third-party liability and spenddown, is reduced 1.9 percent from the current statutory rates. Mental
health services with diagnosis related groups 424 to 432 or corresponding APR-DRGs, and facilities defined
under subdivision 16 are excluded from this paragraph. Payments made to managed care plans shall be
reduced for services provided on or after July 1, 2009, through June 30, 2011, to reflect this reduction.

(g) In addition to the reductions in paragraphs (b), (c), and (d), the total payment for fee-for-service
admissions occurring on or after July 1, 2011, made to hospitals for inpatient services before third-party
liability and spenddown, is reduced 1.79 percent from the current statutory rates. Mental health services with
diagnosis related groups 424 to 432 or corresponding APR-DRGs, and facilities defined under subdivision
16 are excluded from this paragraph. Payments made to managed care plans shall be reduced for services
provided on or after July 1, 2011, to reflect this reduction.

(h) In addition to the reductions in paragraphs (b), (c), (d), (f), and (g), the total payment for fee-for-
service admissions occurring on or after July 1, 2009, made to hospitals for inpatient services before third-
party liability and spenddown, is reduced one percent from the current statutory rates. Facilities defined
under subdivision 16 are excluded from this paragraph. Payments made to managed care plans shall be
reduced for services provided on or after October 1, 2009, to reflect this reduction.
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(1) In addition to the reductions in paragraphs (b), (c), (d), (g), and (h), the total payment for fee-for-
service admissions occurring on or after July 1, 2011, made to hospitals for inpatient services before third-
party liability and spenddown, is reduced 1.96 percent from the current statutory rates. Facilities defined
under subdivision 16 are excluded from this paragraph. Payments made to managed care plans shall be
reduced for services provided on or after January 1, 2011, to reflect this reduction.

(j) Effective for discharges on and after November 1, 2014, from hospitals paid under subdivision 2b,
paragraph (a), clauses (1) and (4), the rate adjustments in this subdivision must be incorporated into the
rebased rates established under subdivision 2b, paragraph (c), and must not be applied to each claim.

Subd. 3b. Nonpayment for hospital-acquired conditions and for certain treatments. (a) The com-
missioner must not make medical assistance payments to a hospital for any costs of care that result from a
condition identified in paragraph (c), if the condition was hospital acquired.

(b) For purposes of this subdivision, a condition is hospital acquired if it is not identified by the hospital
as present on admission. For purposes of this subdivision, medical assistance includes MinnesotaCare.

(c) The prohibition in paragraph (a) applies to payment for each hospital-acquired condition identified
in this paragraph that is represented by an I[CD-9-CM or ICD-10-CM diagnosis code. The list of conditions
shall be the hospital-acquired conditions (HAC) list defined by the Centers for Medicare and Medicaid
Services on an annual basis.

(d) The prohibition in paragraph (a) applies to any additional payments that result from a hospital-
acquired condition identified in paragraph (c), including, but not limited to, additional treatment or
procedures, readmission to the facility after discharge, increased length of stay, change to a higher diagnostic
category, or transfer to another hospital. In the event of a transfer to another hospital, the hospital where the
condition identified under paragraph (c) was acquired is responsible for any costs incurred at the hospital
to which the patient is transferred.

(e) A hospital shall not bill a recipient of services for any payment disallowed under this subdivision.

Subd. 3c. Rateable reduction and readmissions reduction. (a) The total payment for fee for service
admissions occurring on or after September 1, 2011, to October 31, 2014, made to hospitals for inpatient
services before third-party liability and spenddown, is reduced ten percent from the current statutory rates.
Facilities defined under subdivision 16, long-term hospitals as determined under the Medicare program,
children's hospitals whose inpatients are predominantly under 18 years of age, and payments under managed
care are excluded from this paragraph.

(b) Effective for admissions occurring during calendar year 2010 and each year after, the commissioner
shall calculate a readmission rate for admissions to all hospitals occurring within 30 days of a previous
discharge using data from the Reducing Avoidable Readmissions Effectively (RARE) campaign. The com-
missioner may adjust the readmission rate taking into account factors such as the medical relationship,
complicating conditions, and sequencing of treatment between the initial admission and subsequent read-
missions.

(c) Effective for payments to all hospitals on or after July 1, 2013, through October 31, 2014, the
reduction in paragraph (a) is reduced one percentage point for every percentage point reduction in the overall
readmissions rate between the two previous calendar years to a maximum of five percent.

(d) The exclusion from the rate reduction in paragraph (a) shall apply to a hospital located in Hennepin
County with a licensed capacity of 1,700 beds as of September 1, 2011, for admissions of children under
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18 years of age occurring on or after September 1, 2011, through August 31, 2013, but shall not apply to
payments for admissions occurring on or after September 1, 2013, through October 31, 2014.

(e) Effective for discharges on or after November 1, 2014, from hospitals paid under subdivision 2b,
paragraph (a), clauses (1) and (4), the rate adjustments in this subdivision must be incorporated into the
rebased rates established under subdivision 2b, paragraph (c), and must not be applied to each claim.

Subd. 4. [Repealed, 1989 c 282 art 3 s 98]

Subd. 4a. Reports. If, under this section or section 256.9685, 256.9686, or 256.9695, a hospital is
required to report information to the commissioner by a specified date, the hospital must report the in-
formation on time. If the hospital does not report the information on time, the commissioner may determine
the information that will be used and may disregard the information that is reported late. If the Medicare
program does not require or does not audit information that is needed to establish medical assistance rates,
the commissioner may, after consulting the affected hospitals, require reports to be provided, in a format
specified by the commissioner, that are based on allowable costs and cost-finding methods of the Medicare
program in effect during the base year. The commissioner may require any information that is necessary to
implement this section and sections 256.9685, 256.9686, and 256.9695 to be provided by a hospital within
a reasonable time period.

Subd. 4b. Medical assistance cost reports for services. (a) A hospital that meets one of the following
criteria must annually submit to the commissioner medical assistance cost reports within six months of the
end of the hospital's fiscal year:

(1) a hospital designated as a critical access hospital that receives medical assistance payments; or

(2) a Minnesota hospital or out-of-state hospital located within a Minnesota local trade area that receives
a disproportionate population adjustment under subdivision 9.

For purposes of this subdivision, local trade area has the meaning given in subdivision 17.

(b) The commissioner shall suspend payments to any hospital that fails to submit a report required under
this subdivision. Payments must remain suspended until the report has been filed with and accepted by the
commissioner.

Subd. 5. [Repealed, 1989 ¢ 282 art 3 s 98]

Subd. 5a. Audits and adjustments. Inpatient hospital rates and payments must be established under this
section and sections 256.9685, 256.9686, and 256.9695. The commissioner may adjust rates and payments
based on the findings of audits of payments to hospitals, hospital billings, costs, statistical information,
charges, or patient records performed by the commissioner or the Medicare program that identify billings,
costs, statistical information, or charges for services that were not delivered, never ordered, in excess of
limits, not covered by the medical assistance program, paid separately from rates established under this
section and sections 256.9685, 256.9686, and 256.9695, or for charges that are not consistent with other
payor billings. Charges to the medical assistance program must be less than or equal to charges to the general
public. Charges to the medical assistance program must not exceed the lowest charge to any other payor.
The audit findings may be based on a statistically valid sample of hospital information that is needed to
complete the audit. If the information the commissioner uses to establish rates or payments is not audited
by the Medicare program, the commissioner may require an audit using Medicare principles and may adjust
rates and payments to reflect any subsequent audit.
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Subd. 6. [Repealed, 1989 ¢ 282 art 3 s 98]

Subd. 6a. Special considerations. In determining the payment rates, the commissioner shall consider
whether the circumstances in subdivisions 8 to 14 exist.

Subd. 7. [Repealed, 1992 ¢ 513 art 7 s 135]

Subd. 8. Unusual length of stay experience. (a) The commissioner shall establish day outlier thresholds
for each diagnostic category established under subdivision 2 at two standard deviations beyond the mean
length of stay. Payment for the days beyond the outlier threshold shall be in addition to the operating and
property payment rates per admission established under subdivisions 2 and 2b. Payment for outliers shall
be at 70 percent of the allowable operating cost, after adjustment by the case mix index, hospital cost index,
relative values and the disproportionate population adjustment. The outlier threshold for neonatal and burn
diagnostic categories shall be established at one standard deviation beyond the mean length of stay, and
payment shall be at 90 percent of allowable operating cost calculated in the same manner as other outliers.
A hospital may choose an alternative to the 70 percent outlier payment that is at a minimum of 60 percent
and a maximum of 80 percent if the commissioner is notified in writing of the request by October 1 of the
year preceding the rate year. The chosen percentage applies to all diagnostic categories except burns and
neonates. The percentage of allowable cost that is unrecognized by the outlier payment shall be added back
to the base year operating payment rate per admission.

(b) Effective for transfers occurring on and after November 1, 2014, the commissioner shall establish
payment rates for acute transfers that are based on Medicare methodologies.

Subd. 8a. Neonatal admissions. For an admission that is categorized to a diagnostic category that
includes neonatal respiratory distress syndrome, the hospital must have a level II or level III nursery and
the patient must receive treatment in that unit or payment will be made without regard to the syndrome
condition.

Subd. 8b. [Repealed, 2014 ¢ 312 art 24 s 48]

Subd. 8c. Hospital residents. For discharges occurring on or after November 1, 2014, payments for
hospital residents shall be made as follows:

(1) payments for the first 180 days of inpatient care shall be the APR-DRG system plus any outliers; and

(2) payment for all medically necessary patient care subsequent to the first 180 days shall be reimbursed
at a rate computed by multiplying the statewide average cost-to-charge ratio by the usual and customary
charges.

Subd. 9. Disproportionate numbers of low-income patients served. (a) For admissions occurring
on or after July 1, 1993, the medical assistance disproportionate population adjustment shall comply with
federal law and shall be paid to a hospital, excluding regional treatment centers and facilities of the federal
Indian Health Service, with a medical assistance inpatient utilization rate in excess of the arithmetic mean.
The adjustment must be determined as follows:

(1) for a hospital with a medical assistance inpatient utilization rate above the arithmetic mean for all
hospitals excluding regional treatment centers and facilities of the federal Indian Health Service but less
than or equal to one standard deviation above the mean, the adjustment must be determined by multiplying
the total of the operating and property payment rates by the difference between the hospital's actual medical
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assistance inpatient utilization rate and the arithmetic mean for all hospitals excluding regional treatment
centers and facilities of the federal Indian Health Service; and

(2) for a hospital with a medical assistance inpatient utilization rate above one standard deviation above
the mean, the adjustment must be determined by multiplying the adjustment that would be determined
under clause (1) for that hospital by 1.1. The commissioner may establish a separate disproportionate
population payment rate adjustment for critical access hospitals. The commissioner shall report annually on
the number of hospitals likely to receive the adjustment authorized by this paragraph. The commissioner
shall specifically report on the adjustments received by public hospitals and public hospital corporations
located in cities of the first class.

(b) Certified public expenditures made by Hennepin County Medical Center shall be considered
Medicaid disproportionate share hospital payments. Hennepin County and Hennepin County Medical Center
shall report by June 15, 2007, on payments made beginning July 1, 2005, or another date specified by
the commissioner, that may qualify for reimbursement under federal law. Based on these reports, the com-
missioner shall apply for federal matching funds.

(c) Upon federal approval of the related state plan amendment, paragraph (b) is effective retroactively
from July 1, 2005, or the earliest effective date approved by the Centers for Medicare and Medicaid Services.

Subd. 9a. [Repealed, 2014 ¢ 312 art 24 s 48]
Subd. 9b. [Repealed, 2014 ¢ 312 art 24 s 48]

Subd. 10. Separate billing by certified registered nurse anesthetists. Hospitals must exclude certified
registered nurse anesthetist costs from the operating payment rate.

Subd. 11. [Repealed, 2014 ¢ 312 art 24 s 48]

Subd. 12. Rehabilitation hospitals and distinct parts. (a) Units of hospitals that are recognized
as rehabilitation distinct parts by the Medicare program shall have separate provider numbers under the
medical assistance program for rate establishment and billing purposes only. These units shall also have
operating payment rates and the disproportionate population adjustment, if allowed by federal law, es-
tablished separately from other inpatient hospital services.

(b) The commissioner shall establish separate relative values under subdivision 2 for rehabilitation
hospitals and distinct parts as defined by the Medicare program. Effective for discharges occurring on and
after November 1, 2014, the commissioner, to the extent possible, shall replicate the existing payment rate
methodology under the new diagnostic classification system. The result must be budget neutral, ensuring
that the total aggregate payments under the new system are equal to the total aggregate payments made for
the same number and types of services in the base year, calendar year 2012.

(c) For individual hospitals that did not have separate medical assistance rehabilitation provider numbers
or rehabilitation distinct parts in the base year, hospitals shall provide the information needed to separate
rehabilitation distinct part cost and claims data from other inpatient service data.

Subd. 13. [Repealed, 2014 ¢ 312 art 24 s 48]

Subd. 14. Transfers. (a) Operating and property payment rates for admissions that result in transfers
and transfers shall be established on a per day payment system. The per day payment rate shall be the sum
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of the adjusted operating and property payment rates determined under this subdivision and subdivisions 2,
2b, 3a, 4a, Sa, and 8 to 12, divided by the arithmetic mean length of stay for the diagnostic category. Each
admission that results in a transfer and each transfer is considered a separate admission to each hospital, and
the total of the admission and transfer payments to each hospital must not exceed the total per admission
payment that would otherwise be made to each hospital under this subdivision and subdivisions 2, 2b, 3a,
4a, 5a, and 8 to 12.

(b) Effective for transfers occurring on and after November 1, 2014, the commissioner shall establish
payment rates for acute transfers that are based on Medicare methodologies.

Subd. 15. Routine service cost limitation; applicability. The computation of each hospital's payment
rate and the relative values of the diagnostic categories are not subject to the routine service cost limitation
imposed under the Medicare program.

Subd. 16. Indian health service facilities. Facilities of the Indian health service and facilities operated
by a tribe or tribal organization under funding authorized by title III of the Indian Self-Determination and
Education Assistance Act, Public Law 93-638, or by United States Code, title 25, chapter 14, subchapter
I1, sections 450f to 450n, are exempt from the rate establishment methods required by this section and shall
be paid according to the rate published by the United States assistant secretary for health under authority
of United States Code, title 42, sections 248A and 248B.

Subd. 17. Out-of-state hospitals in local trade areas. Out-of-state hospitals that are located within a
Minnesota local trade area and that have more than 20 admissions in the base year or years shall have rates
established using the same procedures and methods that apply to Minnesota hospitals. For this subdivision
and subdivision 18, local trade area means a county contiguous to Minnesota and located in a metropolitan
statistical area as determined by Medicare for October 1 prior to the most current rebased rate year. Hospitals
that are not required by law to file information in a format necessary to establish rates shall have rates
established based on the commissioner's estimates of the information. Relative values of the diagnostic
categories shall not be redetermined under this subdivision until required by statute. Hospitals affected by
this subdivision shall then be included in determining relative values. However, hospitals that have rates
established based upon the commissioner's estimates of information shall not be included in determining
relative values. This subdivision is effective for hospital fiscal years beginning on or after July 1, 1988. A
hospital shall provide the information necessary to establish rates under this subdivision at least 90 days
before the start of the hospital's fiscal year.

Subd. 18. Out-of-state hospitals outside local trade areas. Hospitals that are not located within
Minnesota or a Minnesota local trade area shall have inpatient hospital rates established at the average of
statewide and local trade area rates or, at the commissioner's discretion, at an amount negotiated by the
commissioner. Relative values shall not include data from hospitals that have rates established under this
subdivision. Payments, including third-party and recipient liability, established under this subdivision may
not exceed the charges on a claim specific basis for inpatient services that are covered by medical assistance.

Subd. 19. Metabolic disorder testing of medical assistance recipients. Medical assistance inpatient
payment rates must include the cost incurred by hospitals to pay the Department of Health for metabolic
disorder testing of newborns who are medical assistance recipients, if the cost is not recognized by another
payment source.

Subd. 20. [Repealed, 2014 ¢ 312 art 24 s 48]
Subd. 21. [Repealed, 2014 ¢ 312 art 24 s 48]
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Subd. 22. [Repealed, 2014 ¢ 312 art 24 s 48]

Subd. 23. Hospital payment adjustment after June 30, 1993. (a) For admissions occurring after June
30, 1993, the commissioner shall adjust the medical assistance payment paid to a hospital, excluding regional
treatment centers and facilities of the federal Indian Health Service, with a medical assistance inpatient
utilization rate in excess of the arithmetic mean. The adjustment must be determined as follows:

(1) for a hospital with a medical assistance inpatient utilization rate above the arithmetic mean for
all hospitals excluding regional treatment centers and facilities of the federal Indian Health Service, the
adjustment must be determined by multiplying the total of the operating and property payment rates by the
difference between the hospital's actual medical assistance inpatient utilization rate and the arithmetic mean
for all hospitals excluding regional treatment centers and facilities of the federal Indian Health Service; and

(2) for a hospital with a medical assistance inpatient utilization rate above one standard deviation above
the mean, the adjustment must be determined by multiplying the adjustment under clause (1) for that hospital
by 1.1.

(b) Any payment under this subdivision must be reduced by the amount of any payment received under
subdivision 9, paragraph (b), clause (1) or (2). For purposes of this subdivision, medical assistance does not
include general assistance medical care.

(c) The commissioner shall adjust rates paid to a health maintenance organization under contract with
the commissioner to reflect rate increases provided in this section. The adjustment must be made on a
nondiscounted hospital-specific basis.

Subd. 24. [Repealed, 1995 ¢ 207 art 6 s 124]
Subd. 25. Long-term hospital rates. (a) Long-term hospitals shall be paid on a per diem basis.

(b) For admissions occurring on or after April 1, 1995, a long-term hospital as designated by Medicare
that does not have admissions in the base year shall have inpatient rates established at the average of other
hospitals with the same designation. For subsequent rate-setting periods in which base years are updated,
the hospital's base year shall be the first Medicare cost report filed with the long-term hospital designation
and shall remain in effect until it falls within the same period as other hospitals.

Subd. 26. [Repealed, 2014 ¢ 312 art 24 s 48]
Subd. 27. [Repealed, 2014 ¢ 312 art 24 s 48]
Subd. 28. [Repealed, 2014 ¢ 312 art 24 s 48]

Subd. 29. Reimbursement for the fee increase for the early hearing detection and intervention
program. (a) For admissions occurring on or after July 1, 2010, payment rates shall be adjusted to include
the increase to the fee that is effective on July 1, 2010, for the early hearing detection and intervention
program recipients under section 144.125, subdivision 1, that is paid by the hospital for public program
recipients. This payment increase shall be in effect until the increase is fully recognized in the base year cost
under subdivision 2b. This payment shall be included in payments to contracted managed care organizations.

(b) For admissions occurring on or after July 1, 2013, payment rates shall be adjusted to include the
increase to the fee that is effective July 1, 2013, for the early hearing detection and intervention program
under section 144.125, subdivision 1, paragraph (d), that is paid by the hospital for medical assistance
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and MinnesotaCare program enrollees. This payment increase shall be in effect until the increase is fully
recognized in the base-year cost under subdivision 2b. This payment shall be included in payments to
managed care plans and county-based purchasing plans.

Subd. 30. Payment rates for births. (a) For admissions occurring on or after November 1, 2014,
the total operating and property payment rate, excluding disproportionate population adjustment, for the
following diagnosis-related groups, as they fall within the APR-DRG categories: (1) 5601, 5602, 5603, 5604
vaginal delivery; and (2) 5401, 5402, 5403, 5404 cesarean section, shall be no greater than $3,528.

(b) The rates described in this subdivision do not include newborn care.

(c) Payments to managed care and county-based purchasing plans under section 256B.69, 256B.692,
or 256L.12 shall be reduced for services provided on or after October 1, 2009, to reflect the adjustments
in paragraph (a).

(d) Prior authorization shall not be required before reimbursement is paid for a cesarean section delivery.

History: /1983 c 312 art5s9; 1984 ¢ 5345 20,21, 1984 ¢ 640 s 32; 1984 c 654 art 55 58; 1Sp1985 c 9
art 2 s 34-36, 1986 c 4205 6, 1Sp1986 c 3 art 25 51, 1987 c 403 art 2 s 64,65, 1988 c 4355 1, 1988 c 689
art 2.5 139,140, 1989 ¢ 282 art 35 38; 1990 ¢ 568 art 3s 16,17, 1991 ¢ 292 art 4 s 25-29; 1992 ¢ 464 art |
827,28, 1992 c 513 art 75 23-27; 1992 ¢ 603 s 34,35, 1993 ¢ 20s 1-5; 1Spl1993 c 1 art 55 18-25; 1Sp1993
c6s78 1995¢c207 art 6 s 19-25; 1996 ¢ 395 s 11; 1996 c 451 art2s 5; art 5s 11-13; 1997 ¢ 187 art 1
§20; 1997 ¢ 203 art 4 s 16, 1998 ¢ 407 art 45 9,10; 1999 ¢ 245 art 45 25, 1Sp2001 c 9art 25 13; art 9 s
37,2002 c 220 art 15s 5, 2002 ¢ 379 art 1 s 113; 1Sp2003 ¢ 14 art 12 s 8-10; 1Sp2005 c 4 art 8 s 12-15;
2007 c 147 art 55 4,5, 2008 ¢ 363 art 17 s 5,6, 2009 c 79 art 5s 11-15; 2009 ¢ 101 art 2 s 109; 2009 ¢ 173
art 1 s 13-15; art3s4;,2010c 200 art 1 s 2,3; 2010 ¢ 382 s 48; 1Sp2010c 1 art 16 s 2,3; 1Sp2011 c 9 art
6s519-21;2013c 108 art 6 s4,; 2014 c 262 art2s 2; 2014 c 312 art 24 5 6-9,11-26
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