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SUPPLEMENT 2 TO ATTACHMENT 4.19-B  

Methods and Standards for Establishing Payment Rates for Other Types of Care 

Outpatient Hospital Care 

1. Definitions 

The following definitions are provided to ensure understanding among all parties. 

“Allowable costs” are those defined as allowable in 42 CFR, Chapter IV, Part 413, as 
amended to October 1, 2007, except for the purposes of calculating direct medical 
education costs, where only the reported costs of the interns and residents are allowed. 
Further, costs are allowable only to the extent that they relate to patient care; are 
reasonable, ordinary, and necessary; and are not in excess of what a prudent and cost-
conscious buyer would pay for the given service or item. 

“Ambulatory payment classification” or “APC” means an outpatient service or group of 
services for which a single rate is set.  The services or groups of services are determined 
according to the typical clinical characteristics, the resource use, and the costs associated 
with the service or services. 

“Ambulatory payment classification relative weight” or “APC relative weight” means the 
relative value assigned to each APC. 

  “Ancillary services” means those tests and procedures ordered by a physician to assist in 
patient diagnosis or treatment.  Ancillary procedures, such as immunizations, increase the 
time and resources expended during a visit, but do not dominate the visit. 

“APC service” means a service that is priced and paid using the APC system. 

 “Base year cost report” for rates effective January 1, 2018, shall mean the hospital’s cost 
report with fiscal year ending on or after January 1, 2016, and before January 1, 2017.  
Cost reports shall be reviewed using Medicare’s cost reporting and cost reimbursement 
principles for those cost reporting periods. 

“Blended base APC rate” shall mean the hospital-specific base APC rate, plus the 
statewide base APC rate, divided by two. The costs of hospitals receiving reimbursement 
as critical access hospitals during any of the period included in the base-year cost report are 
not used in determining the statewide base APC rate.
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Methods and Standards for Establishing Payment Rates for Other Types of Care 

Outpatient Hospital Care (Cont.) 
 
Indicator Item, Code, or Service OPPS Payment Status 

C Inpatient procedures If covered by Iowa Medicaid as an 
outpatient hospital service, the service is 
not paid under OPPS APC, but is paid 
based on the Iowa Medicaid fee schedule 
for outpatient hospitals services. 

If not covered by Iowa Medicaid as an 
outpatient hospital service, the service is 
not paid under OPPS APC.  Admit the 
patient and bill as inpatient care. 

D Discontinued codes Not paid under OPPS APC or any other 
Medicaid payment system. 

E1 Items, codes and services: 
♦ That are not covered by 

Medicare based on statutory 
exclusion and may or may not 
be covered by Iowa Medicaid; 
or 

♦ That are not covered by 
Medicare for reasons other 
than statutory exclusion and 
may or may not be covered by 
Iowa Medicaid; or 

If covered by Iowa Medicaid, the item, 
code, or service is not paid under OPPS 
APC, but is paid based on the Iowa 
Medicaid fee schedule for outpatient 
hospitals services. 

If not covered by Iowa Medicaid, the 
item, code, or service is not paid under 
OPPS APC or any other Medicaid 
payment system. 

E2 Items, codes and services: 
♦ That are not recognized by 

Medicare but for which an 
alternate code for the same 
item or service may be 
available under Iowa 
Medicaid; or 

♦ For which separate payment is 
not provided by Medicare but 
may be for Iowa Medicaid. 

If covered by Iowa Medicaid, the item, 
code, or service is not paid under OPPS 
APC, but is paid based on the Iowa 
Medicaid fee schedule for outpatient 
hospitals services. 

If not covered by Iowa Medicaid, the 
item, code, or service is not paid under 
OPPS APC or any other Medicaid 
payment system. 
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Methods and Standards for Establishing Payment Rates for Other Types of Care 

Outpatient Hospital Care (Cont.) 
 
Indicator Item, Code, or Service OPPS Payment Status 

J2 Hospital Part B services that may be 
paid through a comprehensive APC 

If covered by Iowa Medicaid, the item is: 
♦ Paid under OPPS APC with a 

separate APC payment when both 
an APC and an APC weight are 
established. 

♦ Paid based on the Iowa Medicaid 
fee schedule for outpatient 
hospital services when either no 
APC or APC weight is 
established. 

♦ In other circumstances, payment is 
made through a separate APC 
payment. 

If not covered by Iowa Medicaid, the item 
is not paid under OPPS APC or any other 
Medicaid payment system. 

K Non-pass-through drugs and 
biologicals 

Therapeutic radiopharmaceuticals 

If covered by Iowa Medicaid, the item is: 
♦ Paid under OPPS APC with a 

separate APC payment when both 
an APC and an APC weight are 
established. 

♦ Paid based on the Iowa Medicaid 
fee schedule for outpatient 
hospital services when either no 
APC or APC weight is 
established. 

If not covered by Iowa Medicaid, the item 
is not paid under OPPS APC or any other 
Medicaid payment system. 
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Methods and Standards for Establishing Payment Rates for Other Types of Care 
 
Outpatient Hospital Care (Cont.) 
 
Indicator Item, Code, or Service OPPS Payment Status 

L Influenza vaccine  

Pneumococcal pneumonia vaccine 

If covered by Iowa Medicaid, the vaccine 
is not paid under OPPS APC, but is paid 
based on the Iowa Medicaid fee schedule 
for outpatient hospitals services. 

If not covered by Iowa Medicaid, the 
vaccine is not paid under OPPS APC or 
any other Medicaid payment system. 

M Items and services not billable to the 
Medicare fiscal intermediary 

If covered by Iowa Medicaid, the item or 
service is not paid under OPPS APC, but is 
paid based on the Iowa Medicaid fee 
schedule for outpatient hospitals services. 

If not covered by Iowa Medicaid, the item 
or service is not paid under OPPS APC or 
any other Medicaid payment system. 

N Packaged services not subject to 
separate payment under Medicare 
OPPS payment criteria. 

Paid under OPPS APC.  Payment is 
included with payment for other services, 
including outliers; therefore, no separate 
payment is made. 

P Partial hospitalization Not a covered service under Iowa 
Medicaid. 
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Methods and Standards for Establishing Payment Rates for Other Types of Care 
 
Outpatient Hospital Care (Cont.) 
 
Indicator Item, Code, or Service OPPS Payment Status 

Q1 STV – packaged codes. Paid under OPPS APC. 

Packaged APC payment if billed on the 
same date of service as HCPCS code 
assigned status indicator “S”, “T”, “V”. 

Composite APC payment if billed with 
specific combinations of services based on 
OPPS composite-specific payment criteria. 
Payment is packaged into a single payment 
for specific combinations of services. 

In other circumstances, payment is made 
through a separate APC payment. 

Q2 T – packaged codes Paid under OPPS APC. 

Packaged APC payment if billed on the 
same date of service as HCPCS code 
assigned status indicator “T”. 

In other circumstances, payment is made 
through a separate APC payment. 

Q3 Codes that may be paid through a 
composite APC 

Paid under OPPS APC. 

Composite APC payment based on OPPS 
composite-specific payment criteria. 
Payment is packaged into a single 
payment for specific combinations of 
services. 

In other circumstances, payment is made 
through a separate APC payment or 
packaged into payment for other services. 



 
Supplement 2 to Attachment 4.19-B 

  PAGE     - 13 - 

State/Territory:                                                  IOWA 
 

  

State Plan TN # IA-17-0016 Effective  
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Methods and Standards for Establishing Payment Rates for Other Types of Care 
 
Outpatient Hospital Care (Cont.) 
 
Indicator Item, Code, or Service OPPS Payment Status 

Q4 Conditionally packaged laboratory 
tests 

Paid under OPPS APC or Iowa Medicaid 
Fee Schedule. 

Packaged APC if billed on the same claim 
as HCPCS code assigned status indicator 
“J1,” “J2,” “S,” “T,” “V,” “Q1,” “Q2,” or 
“Q3.” 

In all other circumstances, laboratory tests 
should have status indicator “A” and 
payment is made by Iowa Medicaid Fee 
Schedule. 

 

R Blood and Blood Products If covered by Iowa Medicaid, the 
procedure is paid under OPPS APC with 
separate APC payment. 

If not covered by Iowa Medicaid, the 
procedure is not paid under OPPS APC or 
any other Medicaid payment system. 

S Significant procedure, not discounted 
when multiple 

If covered by Iowa Medicaid, the 
procedure is paid under OPPS APC with 
separate APC payment. 

If not covered by Iowa Medicaid, the 
procedure is not paid under OPPS APC or 
any other Medicaid payment system. 

T Significant procedure, multiple 
reduction applies 

If covered by Iowa Medicaid, the 
procedure is paid under OPPS APC with 
separate APC payment subject to multiple 
reduction. 

If not covered by Iowa Medicaid, the 
procedure is not paid under OPPS APC or 
any other Medicaid payment system. 
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Methods and Standards for Establishing Payment Rates for Other Types of Care 
 
Outpatient Hospital Care (Cont.) 
 
Indicator Item, Code, or Service OPPS Payment Status 

U Brachytherapy sources If covered by Iowa Medicaid, the service is 
paid under OPPS APC with separate APC 
payment. 

If not covered by Iowa Medicaid, the 
service is not paid under OPPS APC or any 
other Medicaid payment system. 

V Clinic or emergency department visit If covered by Iowa Medicaid, the service is 
paid under OPPS APC with separate APC 
payment. 

If not covered by Iowa Medicaid, the 
service is not paid under OPPS APC or 
any other Medicaid payment system. 

Y Nonimplantable durable medical 
equipment 

For items covered by Iowa Medicaid as an 
outpatient hospital service, the item is not 
paid under OPPS APC, but is paid based 
on the Iowa Medicaid fee schedule for 
outpatient hospital services. 

For items not covered by Iowa Medicaid 
as an outpatient hospital service, the item 
is not paid as an outpatient hospital 
service, but may be paid by Iowa 
Medicaid under the specific rate or 
methodology established by other rules 
(other than outpatient hospital). 

 

 4. Reserved for future use
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Methods and Standards for Establishing Payment Rates for Other Types of Care 

Outpatient Hospital Care (Cont.) 

e. The remaining amount is multiplied by an inflation update factor, and then divided by 
the hospital-specific sum of relative discounted APC weights in the Medicaid claim 
set.  

f. Hospital-specific base APC rates are not computed for hospitals receiving 
reimbursement as critical access hospitals during any of the period included in the 
base-year cost report. 

 

6. Calculation of the statewide base APC rates 

a. The statewide average base APC rate is calculated by summing the outpatient 
Medicaid cost for all hospitals and subtracting the following: 

(1) The total calculated Medicaid direct medical education costs for interns and 
residents for all hospitals. 

(2) The total calculated Medicaid cost for non-inpatient program services for all 
hospitals. 

(3) The total calculated Medicaid cost for ambulance services for all hospitals. 

(4) The total calculated Medicaid costs for services paid based on the Iowa Medicaid 
fee schedule for all hospitals. 

b. The resulting amount is multiplied by an inflation update factor, and then divided by 
the statewide sum of relative discounted APC weights in the Medicaid claim set.   

c. Data for hospitals receiving reimbursement as critical access hospitals during any of 
the period included in the base-year cost report is not used in calculating the statewide 
average base APC rate. 
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Methods and Standards for Establishing Payment Rates for Other Types of Care 

Outpatient Hospital Care (Cont.) 

b. Effective January 1, 2009, and every three years thereafter, base APC rates shall be 
rebased.  Cost reports used in rebasing shall be the hospital fiscal year-end Form CMS 
2552, Hospital and Healthcare Complex Cost Report, as submitted to Medicare in 
accordance with Medicare cost report submission time lines for the hospital fiscal year 
ending during the preceding calendar year.  If a hospital does not provide this cost 
report, including the Medicaid cost report and revenue code crosswalk, to the Iowa 
Medicaid enterprise provider cost audits and rate-setting unit by May 31 of a year in 
which rebasing occurs, the most recent submitted cost report will be used. 

c. Once a hospital begins receiving reimbursement as a critical access hospital, the 
prospective outpatient Medicaid cost-to-charge ratio is not subject to inflation factors 
or rebasing pursuant to this Section. 

10. Payment to out-of-state hospitals 

Out-of-state hospitals providing care to members of Iowa’s Medicaid program shall be 
reimbursed in the same manner as Iowa hospitals, except that APC payment amounts for 
out-of-state hospitals may be based on either the Iowa statewide base APC rate or the Iowa 
blended base APC rate for the out-of-state-hospital. 

a. For out-of-state hospitals that submit a cost report no later than May 31 in the most 
recent rebasing year, APC payment amounts will be based on the blended base APC 
rate using hospital-specific, Iowa-only Medicaid data.  For other out-of-state hospitals, 
APC payment amounts will be based on the Iowa statewide base APC rate. 

b. Out-of-state hospitals do not qualify for reimbursement for direct medical education 
payments from the Graduate Medical Education and Disproportionate Share Fund.
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Methods and Standards for Establishing Payment Rates for Other Types of Care 

Outpatient Hospital Care (Cont.) 

15. Recovery of Overpayments 

When The Department determines that an outpatient hospital provider has been overpaid, a 
notice of overpayment and request for refund is sent to the provider.  The notice states that 
if the provider fails to submit a refund or an acceptable response within 30 days, the 
amount of the overpayment will be withheld from weekly payments to the provider. 

 

16. Rate Adjustment for Hospital Mergers 

When one or more hospitals merge to form a distinctly different legal entity, the base rate 
is revised to reflect this new operation.  Financial information from the original cost reports 
and the original rate calculations is added together and averaged to form the new rate for 
that entity. 

17. Graduate Medical Education and Disproportionate Share Fund 

Payment is made to all hospitals qualifying for direct medical education directly from the 
Graduate Medical Education and Disproportionate Share Fund.  The requirements to 
receive payments from the fund, the amounts allocated to the fund, and the methodology 
used to determine the distribution amounts from the fund are as follows: 

a. Qualifying for Direct Medical Education 

Hospitals qualify for direct medical education payments if direct medical education 
costs that qualify for payment as medical education costs under the Medicare program 
are contained in the hospital’s base year cost report and in the most recent cost report 
submitted before the start of the state fiscal year for which payments are being made. 

b. Allocation to Fund for Direct Medical Education 

The total amount of funding that is allocated to the graduate medical education and 
disproportionate share fund for direct medical education related to outpatient services 
effective July 1, 2013 is $2,766,718.25. 
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