Payment Methodology for Critical Access Hospitals
Overview

DHS developed a new cost-based payment methodology for Critical Access Hospitals (CAH) according to the 2013 legislative directive. The new methodology was codified in the 2015 legislative statute by amending Minnesota Statutes, 2014 section 256.969, subd. 2b, hospital payment rates.
Effective Date
The payment methodology is effective for discharges on or after July 1, 2015.

The implementation of the new Critical Access Hospital inpatient per diem rates into the claims payment system is effective on June 25, 2016. Claims submitted on or after June 25, 2016, will pay at the new per diem rate as long as the discharge date on the claim is on or after July 1, 2015.
For discharges on or after July 1, 2016, the per diem rates will be increased by three percent for state fiscal year (SFY) 2017.  DHS sent the SFY 2016 and 2017 rates to all critical access hospitals via rate letters dated August 24, 2015.
We are sending an updated rate letter to all CAH to include the SFY 2016 and SFY 2017 inpatient rates, as well as the hospital fiscal year 2017 outpatient rates.
Submitted claims with discharge dates before July 1, 2015, will pay at the previous Payment Prospective System ( PPS) rate. 

Payment rates

Hospital-specific per diem payment rates are designed to pay a percentage of costs within these three reimbursement tiers:

· Hospitals with 2012 base year payments at or below 80 percent of base year costs will have a per diem payment rate set so that aggregate annual reimbursement equals 85 percent of costs.

· Hospitals with 2012 base year payments greater than 80 percent and up to 90 percent of base year costs will have a per diem payment rate set so that aggregate annual reimbursement equals 95 percent of costs.

· Hospitals with 2012 base year payments at or above 100 percent of base year costs will have a per diem payment rate set so that aggregate annual reimbursement equals 100 percent of costs.

<br>
On July 1, 2016, the per diem payment rates will be inflated using the Centers for Medicare & Medicaid Services (CMS) Inpatient Hospital Market Basket index.
Payments will be rebased using 2014 costs on July 1, 2017.

Disproportionate Share Hospital (DSH) payments ending

CAH will no longer be eligible for Disproportionate Share Hospital (DSH) payments effective July 1, 2015. Hospitals that are currently receiving DSH must continue to file DSH audit reports until all audits are completed.
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