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April 10, 2007

Informational Letter No. 603

To:
All Iowa Medicaid Participating Hospitals Providing Inpatient Psychiatric Services

From:
The Iowa Department of Human Services, Iowa Medicaid Enterprise

RE:
Changes in Reimbursement Methodology for Inpatient Psychiatric Services

Effective Date:

October 1, 2006

H.F.2780, 2006 Iowa Acts requires Medicaid to change reimbursement rates for inpatient mental health services provided by hospitals, effective October 1, 2006.  The changes allow for Medicaid reimbursement rates to increase to not more than the cost of the services, beginning October 1, 2006, subject to Medicaid program upper payment limit rules.  Federal approval was received March 28, 2007, so we may now implement the changes.  

Inpatient mental health services are reimbursed by Medicaid either directly by the Iowa Medicaid Enterprise (IME) for Medicaid members who are not enrolled in the Iowa Plan, or by Magellan Health Services for Medicaid members who are enrolled in the Iowa Plan.  This letter addresses reimbursement from IME for those Medicaid members who are not enrolled in the Iowa Plan only.  Magellan will be sending a separate letter addressing payment for those enrolled in the Iowa Plan.

Please note that no changes have been made to the billing procedures for inpatient hospital psychiatric services. In order to receive payment under the new reimbursement methodology the following criteria must be met. If the following criteria are not met then the claim will be paid under the DRG methodology.

1. The inpatient psychiatric services must be provided in a certified psychiatric unit only; and

2. The claim must contain the condition code of 83.

The rate changes for inpatient psychiatric services will be implemented as follows:

· Iowa Medicaid will reimburse inpatient hospital psychiatric services, provided in a certified psychiatric unit only, prospectively on a per diem basis. 
· The per diem rate was calculated using 100% of the cost of providing psychiatric services from the cost report data that was used to calculate the hospital’s base rate effective October 1, 2005, plus the 3% provider increase that was effective July 1, 2006. 

· The per diem rate will be rebased at the same time the hospital DRG rebase and recalibration is completed i.e. every three years. The next rebase will be effective October 1, 2008. Annual inflation during non-rebase years will be applied if approved by the Iowa General Assembly.

· Claims submitted beginning June 1, 2007
· The MMIS will be updated to reflect the per diem rates on June 1, 2007. Therefore, claims submitted after June 1, 2007 will be processed at the new rates. 

· Claims submitted between October 1, 2006 and June 1, 2007, for dates of service after October 1, 2006 will be reprocessed by IME at the new per diem rates, and the payment will appear on the June 11, 2007 remittance advice.  

If you have questions about this bulletin, contact Provider Cost Audit and Rate Setting at 1-866-863-8610 or locally at 515-725-1108.
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