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Title: 2019 Hospital Payment Rate Increases Repeal and Replace

This Letter of Direction (LOD) repeals and replaces all previously issued versions of LOD #14.
Specifically, this LOD makes four changes to prior instruction by the Human Services Department
(HSD):

1. Clarifies that radiology services were included in the inpatient and outpatient hospital rate
increases that went into effect on July 1, 2019;

2. Establishes deadlines for reprocessing claims for inpatient and outpatient hospital services that
were not paid at correct rates subsequent to the July 1, 2019, rate increases;

3. Clarifies that the July 1, 2019, rate increases were not intended as an opportunity for the
Centennial Care managed care organizations (MCOs) to reduce or renegotiate rates downward
for hospital providers; and

4. Changes the requirement for MCO progress reporting to weekly instead of biweekly.

On May 28, 2019, HSD announced its intention to raise Medicaid hospital payment rates effective July
1, 2019. This increase, together with the Medicaid provider payment increases that were announced on
May 15, 2019, represent the first components of a multi-phase strategy to address low Medicaid
reimbursement across the delivery system. The proposed rate increases were supported, endorsed and
funded by the New Mexico Legislature during the 2019 regular session.

The purpose of this LOD is to direct MCO implementation of the inpatient and outpatient hospital rate
increases that are described in the May 28" public notice. All of the rate increases explained in this
LOD have been calculated and considered as a component of the MCO capitation rates that are
effective July 1, 2019,

With this LOD, HSD clarifies that the increases set forth below apply to all payment methodologies
Sfor inpatient and outpatient hospital services, except where noted specifically in this directive. The
Department acknowledges that inpatient and outpatient services may be paid using different
methodologies from the Medicaid fee-for-service (FFS) program under Centennial Care. HSD is not
directing the MCOs to revise their payment methodologies; however, all increases described in this
LOD must be passed to hospital providers at the rates and percentages directed by the Department
below.
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Additionally, HSD clarifies that the intention of this rate change is to raise reimbursement rates for
inpatient and outpatient hospital services. Reductions to rates are not considered in the MCO capitation
rates and should not be imposed upon providers through this initiative. Provider recontracting that may
be necessary to raise hospital rates to the directed levels should not be considered an opportunity for
downward rate negotiation by the MCOs.

1. Increase in Payment Rates for Inpatient Hospital Services

The MCOs are directed to increase Medicaid reimbursement rates for inpatient hospital services as
follows:

o Increase of 14 percent for Safety Net Care Pool (SNCP) hospitals;
e Increase of five percent for UNM Hospital; and
o Increase of 12 percent for all other in-state hospitals.

Additionally, HSD will change the fee-for-service (FFS) reimbursement policy for hospital outlier
claims with a retroactive effective date of July 1, 2019. Reimbursement for outlier claims will
increase from 85 percent to 90 percent of the hospital’s standardized cost. HSD recognizes that the
MCOs may not pay hospitals for outlier claims in accordance with the FFS methodology; however,
the MCOs are directed to raise their reimbursement rates for outliers by five percent to correspond
with the FFS increase. HSD confirms that outlier payments are made for qualifying claims in lieu
of (rather than in addition to) the inpatient payment.

a. Provider Type 201

For provider type 201, HSD applied the inpatient hospital increase to Diagnosis-Related Group
(DRG) rates paid to general acute care hospitals, including critical access hospitals, by raising
both the provider-specific amount and the pass-through amount. Neither the DRG weight nor
the cost-to-charge ratio was changed. See below:

DRG Formula = Provider-Specific Amount* x DRG Weight + Pass-Through Amount*
*The rate increase percentages were applied to the Provider-Specific Amount and the
Pass-Through Amount only

The MCOs are directed to apply a corresponding increase to each inpatient hospital facility,
regardless of whether MCO reimbursement is paid based on the DRG methodology. The DRG
hospital rates can be found on HSD’s website at www.hsd.state.nm.us/providers/fee-for-
service.aspx; a copy has been provided with this LOD.

Please note that rates paid in accordance with OMB Circular A-87 are not being raised as part
of this initiative. Also note that these increases do not apply to out-of-state hospitals.



b. Provider Types 202, 203, 204 and 205

Specialty hospitals and units, including rehabilitation and extended care (long-term acute care)
hospitals; and free-standing psychiatric hospitals and units, are generally paid a percentage of
their billed charges and then cost-settled under the FFS program, and not based on the DRG
formula. For these facilities, HSD applied the appropriate percentage increase as described
above to the inpatient component (Component A) of each facility’s FFS cost-settlement ratio.

The MCOs are directed to apply a corresponding increase to each facility, regardless of the
MCO reimbursement formula used. For distinct units that are associated with a SNCP facility,
the MCOs are directed to apply the 12 percent increase. Since these facilities are cost-settled
under the FFS program, the SNCP program was not extended to these provider types, and there
are no fee schedules to reference or post on the HSD website.

These increases do not apply to out-of-state facilities.
2. Increase in Payment Rates for Hospital Outpatient Services

The MCOs are directed to increase Medicaid reimbursement rates for outpatient hospital services
as follows:

e Increase of 25 percent for SNCP hospitals;
e Increase of 10 percent for UNM Hospital; and
e Increase of 18 percent for all other in-state hospitals.

HSD applied the increase to provider types 201, 202, 203, 204 and 205 by raising the percentage
paid to each provider under the Outpatient Prospective Payment System (OPPS) by the appropriate
amount based on the provider’s category as set forth above.

The rate increase for hospitals is limited to the provider types 201-205. HSD clarifies that
radiology services billed under provider types 201-205 are included in the increase. Outpatient
laboratory services were not adjusted as part of this increase, since such services currently align
with the Medicaid FFS fee schedule. In accordance with the CMS State Medicaid Manual,
Medicaid reimbursement for clinical diagnostic laboratory tests may not exceed the Medicare
reimbursement amount

The MCOs are directed to apply a corresponding increase to each facility, regardless of the MCO
reimbursement formula used. The HSD OPPS fee schedule shows what payments to providers
would be at 100 percent of the OPPS rate; therefore, HSD is not making adjustments to this
document. The OPPS fee schedule is posted at www.hsd.state.nm.us/providers/fee-for-service.aspx
for MCO reference.

HSD has posted the OPPS rates by facility to the HSD website at the above-referenced link; a copy
has been provided with this LOD.



As noted above, rates pajd in accordance with OMB Circular A-87 are not being raised as part of
this initiative. These increases do not apply to out-of-state facilities.

3. Rate Increase Implementation Timeframes and Reporting

The MCOs are directed to implerent changes associated with these instructions, including system
changes and provider contract negotiations as needed no later than 60 days from the date of
issuance of this directive. For any claims submitted after July 1, 2019, but not paid based on these
new parameters, the MCOs are directed to readjust payments retroactive to July 1, 2019. HSD
directs the MCOs to provide weekly updates to HSD on the status of implementation and claim
reprocessing every Friday by Spm until further directed by HSD to cease reporting.

The General Appropriations bill (HB 2) which appropriated funding to increase rates paid to
hospitals specifically provided that “[tThe department shall ensure the approved increases are paid
by the managed care organizations to hospitals”. HSD will create a reporting template to monitor
MCO implementation of the increases and the directives herein. We will provide a draft template to
you shortly for review and comment, but please know that the template must require each MCO to
provide hospital-specific information on the increases. HSD will enforce additional monitoring .
through quarterly reviews of MCO encounter data to ensure that rates were increased, and services
were added in accordance with HSD policy as described in this LOD.

4, Deadlines for Claim Reprocessing

The deadline to reprocess claims for the inpatient and outpatient hospital rate increase is 5:00pm on
Tuesday, December 10, 2019, with the exception of claims for radiology.

The deadline to reprocess claims for radiology associated with this directive is January 15, 2020.

Attachments:

1. FFS DRG Inpatient Hospital Rates
2. Percent’s of OPPS Rates Paid to Hospitals Effective 7-01-2019 (revised 9.23.2019)
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LOO #20 Attachment #2 Percents of OPPS Rates Paid to Hospitals Effective 07-01-2019

Percents of OPPS Rates Paid to Hospitals Effective 7-01-2019 (Revised 9.23.2019)

In the MAD/Conduent MMIS Omnicald computer system, the OPPS rate is maintainad as a fixed rate. The payment to the providers is made at a percent of the OPPS
rate maintained In the system. Until July 1, 2019, the payment rate for all acute care and rehab hospital outpatient OPPS payments were made at $7% of the OPPS
rate for the procedure except for critical access hospitals which have their own specific percentage as indicated in the chart below.

Beginning July 1, 2019, the rate for the haspitals is being increased fram 97% of the OPPS rate to 114.46% or 121.25% (see chart betow) of the QPPS rate. Alse, the
unique rate for each critical access hospital is being increased by 25 percent . The new OPPS rates are shown an the chart below,

There is a special situation regarding laboratory codes, most of which are in the 80000 series of CPT. Beginning July 1, 2018, laberatory codes that are on the federal
Clinical Diagnastic Lab Code list will be paid at 94% of that federal Medicare schedule for New Mexica. The percent of the OPPS rate paid to a hospital does not
apply to these codes, Rather, there is a fee schedule for those codes and they remain at 100% of the fee schedule amount and are not increased for critical access

hopsitals.

There are other lab codes ta which the provider reimbursement percentage does apply. They also may be considered "packaged" and therefore not paid to

providers. These are included in the OPPS fee schedule,

7-1-2059
Provider Prowider Description Provider Mame FFS Provider D | Begin New Rate | Payment Percent Prewvious Percent of the OPPS Rate

Tyve of the OPPS Rate
201 Hospital, General Acute UNICN COUNTY GENERAL HOSPITAL 00082253 7/1/2019 327 205% 261.764%
201 Hospital, General Acute SIERRA VISTA HOSPITAL DO00G216 7/1/2019 323.023% 258.418%
201 |Hospita), General Acute CIBOLA GENERAL HOSPITAL 00000729 7/1/2018 259,536% 207.623%
201 Hespital, General Acute HOLY CROSS HOSPITAL 00000760 7/1/2019 211.250% 169,000%
201 Hospital, General Acute CAN C TRIGG MEMCRIAL HOS? 00000646 7/1/2019 157 599% 158,155%
201 Haspital, General Acute MINERS COLFAX MECIKCAL CENTER 00000965 12019 187.744% 150.195%
201 Hospital, General Acute SOCORRO GENERAL HOSPITAL 00000695 7/1/2019 182,421% 145.937%
201 Hospital, General Acute MIMBRES MEMCRIAL HOSPITAL © 000B2113 1/1/2019 173.388% 138.720%
201 Hospital, General Acute NOR-LEA GEMERAL HOSPITAL 00000301 /172013 172.381% 137.905%
01 Hospital, General Acute LINCOLN COUNTY MEDICAL CENTER 00000521 7/1/201% 169.265% 135.412%
201 Hospital, General Acute ALTA VISTA REGIONAL HOSPITAL 00076546 12019 121.250% §7.000%
rich Hospital, General Acute ARTESIA GENERAL HOSPITAL 00083273 712018 121.250% 37,000%
frath g Hospital, General Acute CARLSBAD MEDICAL CENTER 00083136 711/2019 121.250% 57.000%
201 Hospital, General Acute EASTEAN Nt MEDICAL CENTER 000B2378 /172019 121.250% 97.000%
0 Hospital, General Atuie GERALD CHAMPION REGIONAL 00000018 /172019 121,250% 97.000%
01 Hospital, Gereral Acute GILA REGIONAL MEDKCAL CENTER 00000570 77142019 121.250% 97.000%
rivi Hospital, General Acute GUADALUPE COUNTY HOSPITAL DOGBSY36 7/1/2019 121,250% 97.000r%
201 Haspital, General Acute LEA REGIONAL MEDICAL CENTER 000B3139 7/1/2019 121.250% 97.000%
201 Hospital, General Acute LOS ALAMOS MEDICAL CENTER 04524258 7/1/2019 121.250% 97.000%
201 Hospital, General Acute LOVELACE REGIONAL HOSPITAL - ROSWELL 97950084 7/1/2019 121250 97,000%
201 Hospital, General Acute MEMORIAL MEDICAL CENTER 67939864 7/1/2019 121.250% 97,000%
01 Hospital, General Acute MOUNTAINVIEW REGIONAL MEDICAL CTR 95804528 71/2019 121.250% 97.000%
01 Hospital, General Acute PLAINS REG MEE CTR-CLOVIS DGO00224 /142019 121.250% 97.000%
201 Hospital, Geperal Acute PRESBYTERIAN ESPANOLA HOSPITAL 0BO00265 /112013 121.250% 97.000%
201 Hospital, General Acute REHOBOTH MCKINLEY CHRISTIAN HEALTH CARE S¥CS 00000331 7/1/2013 121.250% 97.000%
201 Hespital, Geperal Acute ROOSEVELT GENERAL HOSPITAL DDOGE4ES 7/1/201% 121.2500% 97.000%
201 Haspital, General Acute SAM JUAN REGIONAL MEDICAL CTR 00000293 /12015 121.250% 97.000%
201 Hospital, General Acute 5T VINCENT HOSPITAL 00000547 7/1/201% 121.250% 97.000%

State Teaching Hospital UNIVERSITY OF NM HOSPITAL 00O00C6 7 7/1/2019 106.700% 97.000%

Any Other Hospital 7/1/201% 114.450% 97.000%

Revised 9.23.2019




