


······· ... \ 

IOWA ATTACHMENT 4.19-A 
Page2 

Methods and Standards for Establishing Payment Rates for Inpatient Hospital Care 

Appropriate, reportable costs are those that meet the Medicare (or HIM-15) principles, are 
reasonable, and are directly related to patient care. Costs are considered to be reasonable 
when they do not exceed what a prudent and cost-conscious buyer would pay for a given 
item or service. 

Inclusion in the cost report of costs that are not directly related to patient care or are not in 
accord with Medicare principles of reimbursement is not appropriate. Examples of 
administrative and general costs that must be related to patient care to be a reportable cost 
are: 

♦ Advertising

♦ Promotional items

♦ Feasibility studies

♦ Dues, subscriptions or membership costs

♦ Contributions made to other organizations

♦ Home office costs

♦ Public relations items

♦ Any patient convenience items

♦ Management fees for administrative services

♦ Luxury employee benefits (i.e., country club dues)

♦ Motor vehicles for patient care

♦ Reorganization costs

. "Blended base amount" means the case-mix-adjusted, hospital-specific operating costs per 
discharge associated with treating Medicaid patients, plus the statewide average, case-mix­
adjusted operating cost per Medicaid discharge, divided by two. This base amount is the 
value to which add-on payments for inflation and capital costs are added to fonn a final 
payment rate. The costs of hospitals receiving reimbursement as critical access hospitals 
during any of the period of time included in the base-year cost report are not used to 
detennine the statewide average, case-mix-adjusted operating cost per Medicaid discharge. 
For purposes of calculating the disproportionate share rate only, a separate blended base 
amount is determined for any hospital that qualifies for a disproportionate share payment 
only as a children's hospital based on a distinct area or areas serving children, using only 
the case - mix adjusted operating cost per discharge associated with treating Medicaid 
patients in the distinct area or areas of the hospital where services are provided 
predominantly to children under 18 years of age. 
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Methods and Standards for Establishing Payment Rates for Inpatient Hospital Care

TN No. IA-25-0028 Effective

Supersedes TN No. IA-24-0013 Approved

9. Trending Reimbursement Rates Forward

The final payment rate for the current rebasing uses the hospital’s base-year cost report.  
The only adjustments made to this rate are for fraud, abuse, and material changes brought 
about by cost report re-openings done by Medicare or Medicaid. 

The rates have been trended forward using inflation indices of: 
A. State Fiscal Year 2000 – 2.0%
B. State Fiscal Year 2001 – 3.0%
C. State Fiscal Year 2002 – (3.0%)
D. State Fiscal Year 2003 – 0.0%
E. State Fiscal Year 2004 – 0.0%
F. State Fiscal Year 2005 – 0.0%
G. State Fiscal Year 2006 – 3.0%
H. State Fiscal Year 2007 – 3.0%
I. State Fiscal Year 2008 – 0.0%
J. State Fiscal Year 2009 – 11.0%
K. December 1, 2009 – (5.0%)
L. October 1, 2010 – 20.46%, except for the University of Iowa Hospitals and Clinics

and out-of-state hospitals.
M. August 1, 2011 – 76.94%, except for the University of Iowa Hospitals and Clinics

and out-of-state hospitals.
N. October 1, 2011 – (41.18%), except for the University of Iowa Hospitals and Clinics

and out-of-state hospitals.
O. November 1, 2011 – 5.72%
P. July 1, 2012 – 9.89%, except for the University of Iowa Hospitals and Clinics and

out-of-state hospitals.  This rate increase is effective for services rendered during
July 1, 2012-September 30, 2012.

Q. July 1, 2013 – 1.00%
R. October 1, 2015 – 0.0%
S. October 1, 2018 – 0.0%
T. October 1, 2021 – 0.0%
U. October 1, 2024 – 0.0%

For purposes of calculating the hospital inflation update factor, the original payments from 
the base-year Medicaid claim set are aggregated for all hospitals that submitted cost report 
data (excluding critical access hospitals).  The total payment amount is then adjusted for any 
applicable legislative appropriations affecting budget neutrality.  The resulting total 
becomes the target payment amount for budget neutrality. Critical access hospitals and 
children’s specialty hospitals are excluded from this calculation. 

The initial blended base rates are calculated with a hospital inflation factor update of 1.0.  
Once initial blended base rates are calculated, Medicaid claim set payments are
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Methods and Standards for Establishing Payment Rates for Inpatient Hospital Care

TN No. IA-25-0028 Effective

Supersedes TN No. IA-10-007 Approved

Effective July 1, 2025, Children’s Specialty Hospital is defined as follows: 

The hospital is owned and operated by a nonprofit organization.

The hospital only serves individuals thirty years of age and younger.

More than sixty percent of the individuals served by the hospital receive medical assistance.

The hospital specializes in pediatric rehabilitation and treating children with a behavioral
health condition or complex medical needs.

The hospital has no more than two hundred inpatient beds.

The hospital provides outpatient services.

The hospital met the definition of a special population nursing facility, as promulgated by
rule by the Department of Health and Human Services, prior to July 1, 2025.

Inpatient care for a children’s specialty hospital is reimbursed prospectively on an average 
allowable per diem cost adjusted for inflation, based on the hospital’s annual cost report 
submitted to the Department at the end of the hospital’s fiscal year.   

The per diem allowable cost shall be calculated by dividing total allowable costs by total 
inpatient days during the reporting period.  Total allowable costs shall be adjusted for inflation 
using the hospital market basket applied from the midpoint of the cost report period to the 
midpoint of the rate period. 
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Methods and Standards for Establishing Payment Rates for Inpatient Psychiatric 
Services for Individuals Under 21 Years of Age

TN No. IA-23-0025 Effective

Supersedes TN No. IA-21-011 Approved 

1. Non-State Owned Providers

For services provided by non-state-owned providers on July 1, 2014 and after, inpatient
psychiatric services for individuals under 21 years of age will be reimbursed according
to a fee schedule without reconciliation. The agency’s fees were set as of July 1, 2023
and are effective for dates of service provided on or after July 1, 2023.  All rates are
published at https://secureapp.dhs.state.ia.us/medicaidfeesched/X41.xml.

2. State-Owned Providers

The basis of payment for state-owned providers of inpatient psychiatric services for
individuals under 21 years of age is 100 percent of actual and allowable cost. Actual and
allowable cost is based on the cost report information the facility submits to the
Department on Form 470-0664, Financial and Statistical Report.  Rates are calculated as
total actual and allowable cost divided by total patient days on a retrospective cost-
related basis and adjusted retroactively.

Interim Rates

Providers shall be reimbursed through a prospective interim rate equal to the previous 
year’s retrospectively calculated cost per day. 

Retroactive Cost Adjustment 

Reimbursement payments made to state-owned psychiatric institution providers for 
services on or after July 1, 2009, shall be cost settled to actual cost.  Following 
completion of a cost report desk review, cost settlement will be calculated using 
reasonable and proper actual cost per day from a 12-month period through retroactive 
adjustments.  The retroactive adjustment represents the difference between the amount 
received by the provider during the year for covered services and the amount determined 
in accordance with an accepted method of cost apportionment to be the actual cost of 
service rendered, not to exceed the maximum reimbursement rate.  Providers will 
receive advance notice of the retroactive adjustments and will also receive transaction 
detail after the adjustments have been completed. 








