February 20, 2004

To All Potential Bidders:

The following pages contain revised text for Section 6.7 (the Provider Cost Audits and Rate Setting component) of the Iowa Medicaid Enterprise Systems & Professional Services RFP.  DHS has determined a need to clarify and expand the scope of the Provider Cost Audits and Rate Setting component.  As such, DHS is modifying dates in the Procurement Timetable for only the Provider Cost Audits & Rate Setting Component.  The modified dates are as follows:

Key Procurement Task
Date

Issue Amendment to Section 6.7
February 19, 2004

Bidders’ Questions Process Reopened (Only for Amended 6.7 Material)
February 19, 2004

Bidders’ Questions Due
March 2, 2004

Letters of Intent to Bid Due
March 2, 2004

Written Responses to Bidders’ Questions Issued
On or About March 9, 2004

Closing Date for Receipt of Bid Proposals and Amendments to Bid Proposals
March 23, 2004

As shown above, DHS is reopening questions only for the amended material in Section 6.7.  Questions not relating directly to material changes contained in this amendment will not be addressed by DHS.  For previously published sections of the Provider Cost Audits and Rate Setting component, amended text appears in bold-face type.  Where an entirely new section has been added, DHS precedes the new section with a note that the Section is entirely new and has not been placed in bold-face type.  Pages 2 and 3 also offer an updated Table of Contents for Section 6.7.

Please note, if a Letter of Intent to Bid for RFP MED-04-015 Provider Audit & Rate Setting was previously submitted, no further Letter of Intent from those companies is necessary.

DHS looks forward to receiving your Bid Proposals.

Regards,

Mary Tavegia

Issuing Officer, RFP# MED-04-015

Iowa Department of Human Services
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Amendment 3 – February 20, 2004

6.7 Provider Cost Audits and Rate Setting Component

The Provider Cost Audits and Rate Setting component encompasses those tasks necessary to determine reimbursement rates for the provider types specified by DHS, and for conducting provider cost audits to determine the accuracy of provider records. The Provider Cost Audits and Rate Setting component includes the following functions:

· Rate Setting, Cost Settlements, and Cost Audits for designated providers
· State Maximum Allowable Cost (SMAC) Program Rate Setting
· Rebasing and DRG and APG Recalibration

· Revenue Maximization

· Reimbursement Technical Assistance and Support

Activities under the Provider Cost Audits and Rate Setting component begin the Operations Phase at different times.  The following table identifies the Implementation timeframe and begin date for the Operations phase of the various functions

Provider Cost Audits & Rate Setting Function
Implementation Timetable
Begin Date for Operations

Rate Setting for Specified Provider Types
July 1, 2004 to June 30, 2005
July 1, 2005

Desk Reviews & On-site Audits
July 1, 2004 to June 30, 2005
July 1, 2005

Rebasing and DRG/APG Recalibration
July 1, 2004 to June 30, 2005
July 1, 2005

Rate Setting for SMAC Program
Immediately
July 1, 2004

Revenue Maximization / Upper Payment Limit Tests for Hospitals and Nursing Facilities
Immediately
July 1, 2004

Revenue Maximization for Physicians or Other Medical Professionals
Immediately
July 1, 2004

Reimbursement Technical Assistance and Support
Immediately 
July 1, 2004

6.7.1 Contractor Start-Up Activities

The start-up activities for the Provider Cost Audits and Rate Setting function include the general tasks and activities identified in Section 6.1 for all Professional Services contractors, as well as specific activities to be performed by the Provider Cost Audits and Rate Setting contractor. The Provider Cost Audits and Rate Setting contractor will be required to perform these tasks and incorporate their specific responsibilities into the overall implementation plan for the Iowa Medicaid Enterprise project.  Since the Provider Cost Audits and Rate Setting contractor will be doing research using Core MMIS files and the data warehouse, they will need to receive user training from the Core MMIS contractor and the Data Warehouse / Decision Support contractor.

6.7.1.1 Planning Task

The objective of the planning task is to insure that the start-up activities of the Provider Cost Audits and Rate Setting contractor will be on schedule with the rest of the Iowa Medicaid Enterprise project, and that the Provider Cost Audits and Rate Setting has identified all operational responsibilities and can meet interface requirements with the other components that will make up the Iowa Medicaid Enterprise. Key components of the planning task include:

· Detailed work plan 

· Identification of interface partners and description of data to be transferred
· Staffing and other support to perform the required tasks
· Transfer of responsibilities and data conversion
6.7.1.2 Development Task

The development task traditionally refers to the software design and development to support the required tasks. For most of the professional service components, the development phase will be limited. The Provider Cost Audits and Rate Setting contractor will need to work with the following component contractors for the activities identified below:
· Core MMIS contractor and Data Warehouse / Decision Support contractor to develop interfaces and identify training requirements.  
· Core MMIS contractor and Workflow Process Management team (from I&SS contractor) to develop the automated workflow management processes for the provider cost audits and rate setting activities
The work plan prepared as part of the Planning Task needs to identify all the key activities and dates for initial provider cost audits and rate setting activities.
6.7.1.3 Acceptance Test Task

The acceptance test will be used to verify that the proposed system configuration will support the required tasks and verify that the interfaces all work and contain the correct data elements.  During this task the Provider Cost Audits and Rate Setting contractor will also conduct the following activities:
· Develop and obtain DHS approval of the contractor’s procedures manuals.
· Develop the contractor’s staff training plan and training materials, including the plan to receive training from the Core MMIS contractor for access to claims data maintained in the Core MMIS, and the Data Warehouse / Decision Support contractor for access to data stored in the data warehouse.
All staff training will be completed prior to the Implementation Task.
6.7.1.4 Implementation Task

Implementation includes bringing together all aspects of the contractor’s operation to begin performing the required tasks. It includes coordination of staff resources, communication logistics, data systems, the converted data and the interface schedule. The number of components in this procurement and the potential for several vendors increases the risk for failure at the implementation stage. Vendors will be expected to describe safeguards to protect against these potential risks. 

The Provider Cost Audits and Rate Setting Contractor will have to obtain historical audit and rate files, either directly from the current fiscal agent, or from DHS.  The contractor needs to extract applicable information from these files to establish their new database. 
6.7.1.5 Operations Task

The operations task is the daily performance of all required activities by the new contractor. Because of the risk created by the complexity of this procurement, vendors will need to describe required coordination and safeguards to assure a successful operation of the Iowa Medicaid Enterprise.
6.7.2 Operational Requirements

This section describes the traditional and unique operational requirements for the Provider Cost Audits and Rate Setting component of the Iowa Medicaid Enterprise.
6.7.2.1 General Requirements

The Provider Cost Audits and Rate Setting component consists of two distinct, but related, responsibilities: 1.) rate setting for providers not reimbursed on a fee basis, and 2.) cost audits for most cost based providers in the program.  The general description of these requirements is provided in this subsection, with details for both activities included in the remainder of the section.

The Iowa Medicaid program reimburses medical services providers using various reimbursement methodologies. The contractor will be responsible for determining accurate rates for the following provider types: general medical/surgical hospitals, critical access hospitals, psychiatric (mental) hospitals, psychiatric medical institutions for children (PMICs), nursing facilities, ICFs/MR, residential care facilities (RCF’s), home health agencies, rural health clinics, rehabilitation agencies, home health agencies and other providers providing services under Home and Community-Based Services (HCBS) waivers, federally qualified health centers (FQHCs), case management providers, and adult rehabilitation option providers.  Also, the contractor will be responsible for determining accurate rates for prescription drugs under the State Maximum Allowable Cost (SMAC) program.
Additionally, the contractor will be responsible for performing cost audits (desk or field, if necessary) of provider records to ascertain the accuracy of their financial records and billing practices. The contractor will perform cost audits for the following provider types: critical access hospitals, psychiatric (mental) hospitals, psychiatric medical institutions for children (PMICs), home health agencies, rural health clinics, rehabilitation agencies, home health agencies and other providers providing services under HCBS waivers, federally qualified health centers (FQHCs), case management providers, nursing facilities, ICFs/MR, RCFs, and adult rehabilitation option providers.  Audits shall be sufficiently detailed to enable the Contractor to express an opinion on total costs and statistical data provided by the cost report.

The contractor is also responsible for notifying providers and DHS of settlements and adjustments that may result from the audits and for collecting overpayments.

6.7.2.1.1 No Conflict of Interest

The contractor warrants that it has no interest and agrees that it shall not acquire any interest in a provider subject to Medicaid rate setting, cost settlements and cost audits that would conflict, or appear to conflict, in any manner or degree with the contractor’s obligations and performance of services under this Contract.  Activites that are prohibited under this Section, which shall include, but is not limited to the following:

1.) The Contractor shall subcontract with another firm to conduct any desk or on-site audits of a provider if the provider is a client of the Contractor and the provider also provides services for the Department.  However, the subcontractor shall not conduct desk or on-site audit of provider if provider is a client of either the contractor or subcontractor when said entity also provides services for the Department.

2.) The contractor shall not use any information obtained by virtue of its performance of this Contract and its relationship with the Department to provide what would be “inside information” to the Contractor’s clients who are providers of medical, social or rehabilitative treatment and supportive services on behalf of the Department or to the organizations that represent such providers.

3.) The Contractor shall disclose its membership on any and all Boards.  The Contractor shall not use any information obtained by virtue of its contractual relationship with the Department to its advantage by voting, speaking to, or attempting to influence Board members of said Board(s) in the performance of services by that Board’s organization.

4.) The Contractor shall not have ownership in any provider or provider organization that contracts with the Department or is approved by the Department to provide medical, social or rehabilitative treatment and supportive services on behalf of the Department.

5.) The Contractor shall not directly or indirectly pursue, using its position as a contractor with the Department or any information obtained from performance of this Contract, any legislation or rules which are intended to provide a competitive advantage to the contractor by limiting fair and open competition in the award of this contract upon its expiration.

6.7.2.2 Rate Setting, Cost Settlements, and Cost Audits

Provider rate setting, cost settlement and cost audit activities include performing reviews of cost and statistical information, which is used in the rate setting calculations for critical access hospitals, psychiatric (mental) hospitals, psychiatric medical institutions for children (PMICs), home health agencies, rural health clinics, rehabilitation agencies, home health agencies and other providers providing services under Home and Community-Based Services waivers, federally qualified health centers (FQHCs), case management providers, nursing facilities, ICFs/MR, RCFs, and adult rehabilitation option providers, as well as performing on-site audits and arranging for specialty program audits aimed at provider rate setting and program compliance. 

The intent of the provider rate setting, cost settlement and cost audits activity is to establish appropriate payment rates and maintain reimbursement in accordance with State and Federal requirements. Reimbursement methodologies include cost-based with or without a cost settlement provision, per diem, modified price-based per diem, percent of charges, fee-based, per capita rate, rate for specific procedure/revenue code and others.
6.7.2.2.1 Objectives

The objectives of the Rate Setting, Cost Settlements and Cost Audits function are:

1.
Rate setting and cost settlements are performed in order to ensure that payments made to Medicaid providers are in accordance with State and Federal requirements.
2.
Desk reviewsaudits or on-site field audits are performed in order to ensure the accuracy of financial information submitted by Medicaid providers.  This includes review of financial statements to determine provider unit costs, to compile and analyze fiscal and statistical data from the financial statements, and to advise and assist the Department as necessary in administering the Medicaid payment programs.
6.7.2.2.2 Interfaces

The Provider Cost Audits and Rate Setting contractor interfaces with DHS staff and the other Iowa Medicaid Enterprise components and external entities identified below.

6.7.2.2.2.1 Interfaces With Other Iowa Medicaid Enterprise Components

The Provider Cost Audits and Rate Setting contractor interfaces with the Core MMIS component’s claims processing and payment subsystem and MARS. The Provider Cost Audits and Rate Setting contractor provides rates for HCBS providers, and the occupancy rates and reimbursement rates for long term care facilities, ICFs/MR and residential care facilities (RCF) including the rates for bed-hold days.  

The Provider Cost Audits and Rate Setting contractor also interfaces with the Revenue Collection contractor to provide amounts of overpayments to be collected as a result of cost settlements and adjustments.

6.7.2.2.2.2 Interfaces With External Entities

The Provider Cost Audits and Rate Setting contractor interfaces with the following external entities:

1.
Providers to conduct audits

2.
Medicare intermediaries operating in the State of Iowa to obtain Form CMS 2552, Hospital and Healthcare Complex Cost Report or other Medicare cost reports.

3.
Iowa Foundation for Medical Care (IFMC) for information stored in the MDS data repository

6.7.2.2.3 State Responsibilities

DHS has the following responsibilities under the provider rate setting, cost settlement and cost audits function:
· Provide the contractor with the list of providers covered by the scope of work for this component

· Arrange for transfer of historical audit and rate files from either the previous contractor, or DHS, as appropriate

· Establish policies that govern the rate methodologies used to reimburse providers.
· Establish allowed rates or fees.
· Develop the capitation rates for each managed care program.  
· Approves all audit schedules, reimbursement rates and cost settlements and authorizes collection of overpayments
· Submittal of Federal reports
DHS contracts with Milliman USA for actuarial services in support of all managed health care programs, including the following responsibilities.  This contract will remain in place.

1.
Milliman USA – Milliman has the following responsibilities in support of all managed care health care programs
· Research, review, and analyze rate setting methodologies for managed health care contracts
· Develop and demonstrate the flexibility of Iowa Medicaid managed health care rate setting methodologies
· Calculate rates for managed health care contracts

· Educate DHS staff in the rate setting methodologies upon request 

· Present the rates and methodologies to interested parties, such as the Core MMIS Contractor and CMS
2.
Myers and Stauffer - Myers and Stauffer is a certified public accounting firm that provides audit and technical assistance activities for long-term care facilities reimbursed under the acuity-based, case-mix methodology, research and recommend rates under the state maximum allowable cost pharmacy program, compute the upper payment limits for hospitals and nursing facilities, and provide technical assistance for the implementation of assessment fees for ICF/MR facilities.
3.
Ryun, Givens, Wenthe, and Co. – Ryun, Givens, Wenthe, and Co. is a certified public accounting firm that calculates reimbursement rates, conducts desk reviews and on-site audits of financial statements, analyzes fiscal and statistical data, and advises and assists DHS in administering the payment programs for nursing facilities, ICF/MR facilities and residential care facilities (RCF), including the payment for bed-hold days. Ryun Givens Wenthe and Co. also reviews the financial feasibility studies for agencies applying for Senior Living Trust Fund (SLTF) conversion grants, and calculates rates, except home health services rates, for Home and Community-Based waiver services (HCBS) providers and calculates assessment fees for ICF/MR.
6.7.2.2.4 Contractor Responsibilities

The Provider Cost Audits and Rate Setting contractor is responsible for the following tasks under the provider rate setting, cost settlement and cost audits function:

1.
Develop and maintain a Medicaid desk review program for the providers identified by DHS. Include recognition of the differences between Medicare coverage, rules, and regulations and those of Medicaid.

2.
Develop arrangements with all Medicare intermediaries operating in the State of Iowa to obtain Form CMS 2552, Hospital and Healthcare Complex Cost Report or other Medicare cost reports. Use the final Medicare cost report in reconciling the Medicaid costs.
3.
Gather necessary information to perform desk reviews, including Form CMS 2552, Hospital and Healthcare Complex Cost Report or other Medicare cost reports and supporting work papers from providers.

4.
Assist providers in understanding Medicaid regulations and make recommendations on filing of cost reports.
5.
Send, via regular mail or electronic mail attachment, the appropriate blank cost reporting forms to providers on a timely basis.
6.
Ensure receipt of cost reports on a timely basis and process requests for extension of due dates. Contact providers who are untimely and enforce DHS regulations regarding timely submittal of cost reports.  Contractor shall have the ability to accept cost reports submitted electronically.
7.
Perform the provider audit, annual cost settlement, and rate determination function, when applicable, for the following providers: critical access hospitals, psychiatric (mental) hospitals, psychiatric medical institutions for children (PMICs), home health agencies, rural health clinics, rehabilitation agencies, federally qualified health centers (FQHCs), case management providers, and adult rehabilitation option providers, nursing facilities (NF), intermediate care facilities for persons with mental retardation (ICFs/MR) and residential care facilities (RCF). The contractor also performs some of these duties on behalf of the HCBS program, specifically for including home health agencies providing HCBS services and other providers of HCBS providers providing home health services. Cost settlements entail a mix of retrospective and prospective methodologies.

8.
Perform desk reviews for providers identified by the Department and make a scope determination. Ensure the thoroughness and mathematical accuracy of submitted reports and ensure conformance to the requirements for allowance of costs as stated in the Code of Federal Regulations (CFR) and Iowa Administrative Code (IAC).  Perform an in-depth review of all providers who do not submit timely Medicare cost reports.  For ICFs/MR, RCF and HCBS providers, the contractor shall notify each provider in writing of any corrections made as a result of a desk review.  For NFs, the Contractor shall conduct an annual desk review of each financial and statistical report received from each nursing facility.  The Contractor shall calculate rates for these facilities on an annual basis, with a quarterly case-mix adjustment based on the Medicaid Case Mix Index of each NF, with rebasing in July 2005 and every two years thereafter.  The Contractor shall utilize the Medicare costs reports for the hospital-based NFs and utilize the annual Medicaid financial and statistical reports for the other NFs rate calculation.  A “rate sheet” shall be sent to each NF on a quarterly basis based on the Case Mix Index.  
9.
Perform on-site audits for providers identified by the Department, as required. Audits shall be sufficiently detailed to enable contractor to express an opinion on total costs and statistical data provided by the cost report.  The protocol for and selection of providers subject to on-site audits (for provider types listed under Section 6.7 of this RFP) will be based on criteria developed by the Contractor and will be subject to approval by the Department. On-site audits shall be conducted each year on approximately 15 percent of NFs and ICFs/MR. 

10.
Recognize and honor the Agreements for Exchange of Medicare and Medicaid Information that DHS has entered into with the Medicare intermediaries that serve Iowa. Since Medicaid generally follows the Medicare reimbursement methodology for institutional providers, the Medicare audit will suffice. Perform such an audit if Medicaid utilization or other factors indicate the need, even if the provider does not participate in Medicare or if Medicare utilization is so low that a Medicare on-site audit is not required. 

11.
The Contractor shall complete all on-site audits in accordance with guidelines established by the Department
120.
Verify the cost report data against the providers' Medicaid record. Prepare adjustment reports and work papers and mail to providers for review and acceptance. Resolve any issues raised by providers and maintain control over adjustment reports.
11.
Perform claim verification audits as necessary to ensure that providers are billing correctly.
12.
Monitor hospital claims for "up coding" or "code creep." Review a 5% sample of hospital claims on a post-payment basis and perform both in-house audits and field audits.
13.
Perform credit balance audits according to DHS policy. Collect and process all claims resulting from these audits and provide DHS with quarterly reports of credit balance audits.
14.
Correct submitted cost reports, incorporating adjustments from adjustment reports.  Notify Core MMIS contractor of adjustments, as necessary.
15.
Develop interim rates for providers who are reimbursed on a percentage of-charges basis. The interim rates are a percentage of charges (as obtained from historical data and expected future costs). Test the interim rates at least every six months, i.e., the rate is verified with the provider's cost statements or work papers. Make adjustments, if necessary, and adjust provider rates as appropriate.
16.
Calculate overpayments or underpayments that result from adjustments of interim rates. 

17.
Maintain the per diem rates for hospitals with Medicaid-certified physical rehabilitation units and update the rates, as specified by DHS. Load the rates in MMIS.
18.
Provide the Notice of Provider Reimbursement to cost-based providers, including comparisons of submitted and audited data. In the notice, require that overpayments be remitted to DHS and sent to the Revenue Collection contractor for processing. The payments are processed in the claims payment system (i.e. an offset to claims versus a recovery).  Notify the Revenue Collection contractor to issue checks to providers for amounts due. Develop repayment plans for providers who request them, and develop documentation supporting such plans. Notify DHS of all delinquent accounts at least quarterly, and make tentative payment on amounts due providers within three (3) months after receipt of the Title XIX cost report.

19.
Reopen cost report settlements as a result of amendments to Medicare or Medicaid regulations or because of a provider appeal.
20.
Provide documentation and participate in administrative appeals or court hearings in the event of an appeal of the audited cost reports.
21.
Provide written activity reports monthly to DHS that indicate the number of cost reports received and processed, the number of desk audits, the amounts of over and under payments, etc.
22.
Submit to DHS a monthly report summarizing field audit activity. The report includes, at a minimum, the names of providers audited, the dates of each audit, and audit findings.
23.
Provide nursing facility rates, number of paid days, and amount paid per facility to DHS or the contractor (currently, Myers and Stauffer LC) that calculates the upper payment limit.
24.
Provide hospital rates and amount paid per facility to DHS or the contractor (currently, Myers and Stauffer LC) that calculates the upper payment limit.
2325.
Conduct analysis and provide data to support assurances and findings regarding the adequacy of institutional reimbursement rates as required in 42 CFR 447.253.
2426.
Conduct analysis and assist DHS in the development of new reimbursement methodologies for institutional or other cost-based providers.
2527.
Upon request, release the rates established for Iowa providers to other States' Medicaid programs.

26.
Prepare annual compilation reports of costs and other statistical data taken from the cost reports for NFs, hospital-based NFs, ICFs/MR, RCFs, and HCBS.  These reports will be used in projecting future costs and budget requirements. 

27.
Notify the Department of suggestions for improving provider accounting procedures and unusual cost discrepancies, including failure of the provider records to substantiate costs reported to the Department

28.
Attend training, meetings, or conferences for federal, state, or provider assistance in the development of reimbursable cost ceilings and in projecting NF, hospital-based NF, ICFs MR and RCF expenses for development of budgets for the Department

29.
Provide ongoing technical assistance to the Department in analyzing alternative reimbursement systems; providing findings related to state plan amendments, and assisting with other special projects.

30.
Accountability Measures for nursing facilities:  The Contractor shall provide ongoing assistance and quarterly reporting with the new nursing facility case mix reimbursement system.  The reports shall include:

a.
Updates and refinements to the “accountability measures” component of the nursing facility case mix reimbursement system.  The Contractor shall gather applicable data, monitor results and include this component in nursing facility payment calculation based on the adopted rules in the Iowa Administrative Code – 441, Chapter 81.

b.
Management reports and analyses to assist the Department in monitoring trends in acuity and accountability measures across the nursing facility industry.

c.
The acuity analysis report shall be provided to the Department semiannually by March 1 and August 1 of each Contract year, and the accountability measures report annually by June 15 of each Contract year.

31.
Senior Living NF and ICFs/MR Conversion and Long-term Care Grant program:  The Contractor shall provide expertise and financial review and evaluation assistance related to efforts associated with the Nursing Facility and ICFs/MR Conversion and Long Term Care Service Development Grants.  This will include the following activities relative to review of the financial feasibility studies:

· Mathematical formula and instruction completion for accuracy and compliance of the Grant Application schedules.

· Serve as a department representative on the Grant Evaluation Panel.

32.
The Contractor shall maintain sufficient knowledge about Federal requirements for funds used on the services for which costs are being reported, in order to:

a.
Know what costs are allowable

b.
Be familiar with any reporting that may be required for receipt of those funds in order to assist the Department in complying with federal requirements.  
33.
The Contractor shall have capacity to electronically transmit data and any associated formulas, queries and reports to the Department in a format compatible with the software in use by the Department.

6.7.2.2.5 Data Sources

The data sources for the Rate Setting, Cost Settlements, and Cost Audits function are:

1.
Form CMS 2552, Hospital and Healthcare Complex Cost Report

2.
Other Medicare cost reports

3.
Claim payment information from MMIS files

4.
Financial and Statistical Reports, forms 470-0030 and 470-0664

6.7.2.2.6 Required Reports

The Provider Cost Audits and Rate Setting contractor will provide the following reports:

1.
Provider rate sheets

2.
Cost settlement reports

3.
Audit reports
4.
Compilation reports for providers, as described in 6.7.2.2.4

5.
Annual acuity analysis report for accountability measures for nursing facilities.

6.
Monthly activity reports as described in 6.7.2.2.4, bullets 21 and 22.
6.7.2.2.7 Performance Standards

The performance standards for the provider rate setting, cost settlement and cost audits function are provided below.
1.
Settle cost reports for all institutional providers within three (3) months after receipt of the final Title Medicare cost report or, if no Title Medicare cost report is submitted, within twelve (12) months after receipt of the submitted Medicaid report.
2.
Review a statistically valid 5% sample of hospital claims on a post-payment basis and perform both in-house audits and field audits.
3.
Pick Up and Delivery of Financial and Statistical Reports – The Contractor shall pick up and deliver financial and statistical reports and related information in accordance with the schedule established by the Department.  Any variance from this schedule requires prior written approval by the Department.  Unless otherwise notified by the Department, pickup and delivery shall occur at least one (1) time per week.

4.
Response to Questions – The Contractor shall respond to questions from Department staff within three (3) working days of the request.

5.
For ICFs/MR, RCF and HCBS providers, the Contractor shall notify the provider and the Department of the new payment rate by sending a “rate sheet”. within two (2) months of the end of the month after receipt of the financial and statistical report.  

6.
For NFs, a “rate sheet” shall be sent to each NF on a quarterly basis based on the Case Mix Index.  

7.
On-site audits shall be conducted each year on approximately 15 percent of NFs and ICFs/MR.

8.
The Contractor shall complete all compilation reports required in 6.7.2.2.4 within two (2) weeks of the end of the provider's fiscal year, which ends December 31 or June 30.   
9.
The acuity analysis report for Accountability Measures shall be provided to the Department semiannually by March 1 and August 1 of each Contract year, and the accountability measures report annually by June 15 of each Contract year.

10.
Knowledge of Federal Requirements.  The Contractor shall maintain sufficient knowledge about federal requirements for funds used for the services for which costs are being reported to:

· Know what costs are allowable, and

· To be familiar with any reporting that may be required for receipt of those funds in order to assist the Department in complying with federal requirements.

11.
Complete required reports accurately and timely.

12.
Complete all duties in an accurate, complete, timely and professional manner.
13.
Be knowledgeable of and apply all State and Federal requirements

*Bidder Note: Section 6.7.2.3 includes all new text for the IME Systems & Professional Services RFP.  Since all text is new, amended text has not been shown in bold face type.
6.7.2.3 State Maximum Allowable Cost  (SMAC) Program Rate Setting

The role of the Contractor will be to comprehensively support, update, and maintain the State Maximum Allowable Cost (SMAC) program for multiple source prescription drugs that are reimbursed by the Iowa Medicaid program. The goal is to maintain and update the Iowa SMAC program and achieve the Department’s goals of promoting good health outcomes for Medicaid beneficiaries, establishing reimbursement reflective of Iowa pharmaceutical market conditions, and quickly and accurately responding to stakeholders’ questions or concerns about the SMAC program or reimbursement. The Contractor shall update or make changes to the methodologies, to comply with any change in federal or state law.

The Contractor will provide the following services:

· Update and maintain SMAC program reimbursement rates;

· Adjust the list of drugs subject to the SMAC program;

· Confer with DHS and the Medical Services contractor regarding recommendations prior to implementation of any changes;

· Periodically examine SMAC reimbursement rates, published pricing information, service providers’ acquisition cost information, and other available Iowa pharmaceutical market indicators to determine the adequacy of SMAC reimbursement rates; 

· Provide internet and telephone support to investigate and respond to service provider questions and concerns regarding the SMAC program; 

· Coordinate with other contractors to update and maintain the SMAC rate file for claims processing; 

· Monitor important trends in reimbursement and service utilization; and

· Assist the Department in the development, evaluation, and implementation of policies supporting the SMAC program.

6.7.2.3.1 Objectives

The objectives of the SMAC function are:

1.) To comprehensively support, update, and maintain the State Maximum Allowable Cost (SMAC) program for multiple source prescription drugs that are reimbursed by the Iowa Medicaid program.

2.) Maintain and update the Iowa SMAC program and achieve the Department’s goals of promoting good health outcomes for Medicaid beneficiaries, establishing reimbursement reflective of Iowa pharmaceutical market conditions, and quickly and accurately responding to stakeholders’ questions or concerns about the SMAC program or reimbursement.

6.7.2.3.2 Interfaces

The Provider Cost Audits and Rate Setting contractor interfaces with DHS staff and other Iowa Medicaid Enterprise components and external entities identified below.

6.7.2.3.2.1 Interfaces With Other Iowa Medicaid Enterprise Components

The Provider Cost Audits and Rate Setting contractor interfaces with the Core MMIS, POS and Medical Services contractors. 

6.7.2.3.2.2 Interfaces With External Entities

The Provider Cost Audits and Rate Setting contractor interfaces with providers to conduct audits and respond to questions or concerns.
6.7.2.3.3 State Responsibilities

The State responsibilities for the SMAC program are:

1.) Initiate and interpret all policy and make administrative decisions regarding SMAC.

2.) Review and approve the contractor’s proposal and work plan for the SMAC program.

3.) Provide guidelines and approve staff qualifications of contractor staff.

4.) Provide guidelines and approve reporting requirements to DHS. 

5.) Provide guidelines and approve scope and timeline for implementation.

6.) Review and approve any communications prior to release.

7.) Monitor all activities of the contractor.

8.) Supply access to the MMIS data, POS data, or enterprise data warehouse tools and data stored therein.

9.) Provide a liaison for contractor, Drug Utilization Review Commission and Iowa Pharmacy Association’s Medicaid Advisory Committee.

10.) Provide liaison for contractor and other appropriate DHS contractors.

6.7.2.3.4 Contractor Responsibilities

The Provider Cost Audits and Rate Setting contractor is responsible for the following tasks:

1.) SMAC Program and Rate Schedule Maintenance

· Assume responsibility for the operation, support, and maintenance of the Iowa State Maximum Allowable Cost (SMAC) program and rate schedule.

· Respond to changing circumstances in the drug marketplace that require SMAC fees to be removed or suspended, or SMAC fees to be developed.

· Complete a comprehensive update of SMAC rate schedule(s) on an annual basis based on a review of Iowa pharmacies’ drug acquisition costs, utilizing copies of invoices, electronic registers of purchase history, or current acquisition cost information provided by the pharmacies or their wholesalers from a sample of enrolled Iowa Medicaid pharmacy providers.

· Complete updates to the SMAC rate schedule(s) every two (2) months or as frequent as required in state law. 

· Maintain a website approved by DHS and available to all providers. The website must maintain at a minimum: the SMAC list and rates, the combined FUL/SMAC list and rates, Informational Letters regarding the SMAC program, a provider inquiry e-mail address, telephone number and form and other information deemed necessary by DHS.

2.) Program Monitoring, Product and Rate Review and Adjustments

· Monitor product availability at a national level from periodicals (e.g., Red Book) and other information sources (e.g., Food and Drug Administration).

· Employ rigorous data analysis; research, track and assist with the implementation of methods to insure the identification of drugs that lose patent protection, test product availability.

· Perform programmatically driven data analysis to identify changes in drug volume, utilization patterns and other factors.

· Perform an acquisition cost study, at least annually, to evaluate and update SMAC pricing to reflect prevailing Iowa pharmaceutical market conditions.  The acquisition cost study collects submitted copies of invoices, electronic registers of purchase history, or current acquisition cost information provided by a sample of enrolled Iowa Medicaid pharmacies or their wholesaler. 

· Evaluate the SMAC rate schedule as often as necessary, at a minimum every two (2) months, to determine the need to update the list of drugs affected by the SMAC or adjust the SMAC rate schedule and insure that the SMAC program meets its goals to reflect prevailing pharmaceutical market conditions and insure reasonable access by most providers to drugs at or below the applicable SMAC rates.

· Monitor changes in Average Wholesale Price (AWP), for each specific product affected by the SMAC rate schedule, monthly, to detect indications of changes in providers’ acquisition costs and assess the need for adjustments to the SMAC rates.

· Identify new drug products available from at least three (3) sources in the pharmaceutical marketplace that have not received a rating of lower than “AB” by the Food and Drug Administration (FDA), or identify new drug products based on criteria as designated by DHS, and assess the need to add new drug products to the SMAC program and establish reimbursement rates.

· Identify drug products subject to the SMAC program that may no longer be available from at least three (3) sources in the pharmaceutical marketplace or that have not received a rating of at least “AB” by the Food and Drug Administration (FDA), or identify drug products subject to the SMAC program, based on criteria as designated by DHS, and assess the need to remove the drug products from the SMAC program. 

· Consult pharmaceutical industry information to identify issues with product availability.  

3.) SMAC Program Administrative Support and Assistance to the Department

· Receive monthly claims files from the Medicaid POS contractor to support the evaluation and management of the SMAC program.

· Provide experienced staff sufficient to work with large sets of Medicaid claims data and identify and analyze trends affecting the SMAC program.

· Confidentially maintains all pharmacies’ cost or purchase information obtained for SMAC rate setting, rate evaluation, or product availability assessment.

· Prepare all necessary reports, updates to provider manuals, draft communications and correspondence to pharmacy providers, legislators, and other stakeholders.

· Prepare documentation outlining all technical specification changes to POS claims payment systems in support of the SMAC program.

· Develop all draft documents, which are approved by the Department, to promulgate administrative rules necessary to support the SMAC program.

· Develop all draft documents, which are approved by the Department, to submit to the Kansas City, MO. Regional Office of the Centers for Medicare and Medicaid Services, to amend the Medicaid State Plan to support the SMAC program.

· Prepare all information requests, required findings and assurances, and respond to all inquires from CMS related to the SMAC, as requested by the Department.

· Design, develop, and implement protocols to analyze, review, and research utilization and service delivery patterns for brand and generic drugs, focusing on the extent to which the SMAC program affected observed trends.

· Analyze, review, and research utilization and service delivery patterns for brand and generic drugs, focusing on the extent to which the SMAC program affected observed trends.

· Analyze, review, and research utilization and service delivery patterns for brand and generic drugs to identify inappropriate incentives for drug selection, examine potential fraud or attempts to circumvent the SMAC rate schedule, analyze beneficiary access to pharmacy services and drugs, and assess opportunities for adjustments to the SMAC rate schedule or the drugs affected by the rate schedule.

· Prepare and submit to the Department an update on SMAC program operation and utilization trends no less frequent than quarterly.  Updates include, at a minimum, a summary of MAC program rate changes and market activity and an analysis of utilization trends and activities potentially impacting the SMAC program.

· Recommend utilization controls to correct phenomena affecting the efficiency or fiscal objectives of the SMAC.

· Provide a staff knowledgeable of the Iowa Medicaid program and with experience implementing, updating, and maintaining a state maximum allowable cost program.

· Employ a pharmacist with sufficient training and certifications to evaluate and maintain the clinical and pharmacological integrity of the SMAC program, having a thorough knowledge of pharmacology, pharmacoeconomics, pharmacy law, and therapeutic evaluation.

· Identify medical policy and claims processing enhancements or refinements to ensure SMAC and program integrity.

· Provide all necessary assistance to the Department with the administration of the SMAC program and utilization goals, including but not limited to, provider and legislative relations, and monitoring of POS claims payment issues.

· Consult with and review recommendations from the Medical Services contractor regarding changes within the SMAC program.

· Provide monthly reports in a format and on a schedule determined by DHS indicating the savings associated with the SMAC program. Provide financial projections with any recommended changes to the SMAC.

4.) Stakeholder Support

· Provide a telephone help-desk support “hotline” whereby pharmacies may report problems with SMAC fees, product availability, and utilization.

· Provide an Internet, web-based application whereby pharmacies may report problems with SMAC fees, product availability, and utilization.

· Assure that pharmacy providers have an active role in discussing SMAC rates, recommending rate adjustments, and apprising DHS of changes in their ability to purchase drugs.

· Coordinate with the Iowa Pharmacy Association’s Medicaid Advisory Committee and the Iowa Drug Utilization Review Commission to update them, periodically, regarding the SMAC program and to obtain their input and recommendations on the SMAC program.

· Receive, adjudicate, and respond to written requests from pharmacy providers who wish DHS to consider adjustments to SMAC rates or other concerns about the SMAC program.  Contact pharmacy providers, as necessary, to request supporting documentation or other information to assist in the evaluation of their request or concern.

· Notify pharmacy providers at least thirty- (30) days prior to the effective date of any new drug(s) being added to the SMAC fee schedule and notify providers of any changes in reimbursement rates and any deletion(s) of drug product(s) from the SMAC fee schedule on a regular basis.  

· Provide changes to the POS contractor, in a format determined by DHS, at least thirty- (30) days prior to the effective date of any changes to the SMAC fee schedule.

5.) Technical Support, Pharmacological Expertise, and Evaluation Services

· Examine the drugs and drug groups eligible for inclusion in the SMAC rate schedule to identify opportunities to protect Medicaid patient outcomes and insure that the SMAC rate schedule does not offer perverse incentives in drug selection. 

· Identify drugs with known clinical issues involving efficacy of substitution and evaluate the appropriateness of their inclusion in the SMAC program.

· Insure that drug products included in the SMAC program are only those brand and generic drugs of similar chemical composition, package size, dose, and form that are available from at least the minimum number of sources (as determined by DHS) in the pharmaceutical marketplace and have not received a rating of lower than “AB” by the Food and Drug Administration (FDA) or a rating as designated by DHS. 

6.7.2.3.5 Data Sources

The data sources for the SMAC program include:

1.) Monthly claims files from the Medicaid POS contractor.

2.) Invoices, electronic registers of purchase history or current acquisition cost information provided by pharmacies or wholesalers.

6.7.2.3.6 Required Reports

The Provider Cost Audits and Rate Setting contractor will provide the following reports to DHS in a format and scheduled approved by DHS:

1.) Provide a monthly report on the savings associated with the SMAC.

2.) Provide recommendations every two months on updates to the SMAC.

3.) Provide an annual acquisition cost study summary.

4.) Provide a quarterly report on SMAC program operation and utilization trends. 

6.7.2.3.7 Performance Standards

The performance standards for the SMAC function are listed below.

1.) Complete required reports accurately and timely.

2.) Complete all duties in an accurate, complete, timely and professional manner.

3.) Be knowledgeable of and apply all State and Federal requirements.

4.) Demonstrate annual savings in total outlays for prescription drugs associated with the SMAC program.

5.) Provide notification to the POS contractor a minimum of thirty- (30) days prior to implementation of changes to the SMAC fee schedule.

6.) Provide notification to pharmacy providers a minimum of thirty- (30) days prior to the effective date of any new drug(s) being added to the SMAC fee schedule and notify providers of any changes in reimbursement rates and any deletion(s) of drug product(s) from the SMAC fee schedule on a regular basis.  
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6.7.2.4 Rebasing and DRG and APG Recalibration

Inpatient services for general medical/surgical hospitals are reimbursed using the Diagnosis Related Group (DRG) system and (most) outpatient services for general medical/surgical hospitals are reimbursed using the Ambulatory Patient Grouping (APG) system. Iowa Administrative Code (IAC) requires that hospital base, capital cost, direct and indirect medical education, and disproportionate share rates be recalculated (rebasing) and DRG and APG weights associated with these reimbursement systems be recalculated (recalibration) every three years.
6.7.2.4.1 Objectives

The objectives of the Rebasing and DRG and APG Recalibration function are:

1.
Accurate triennial rebasing of hospital base, capital cost, direct and indirect medical education, and disproportionate share rates.
2.
Accurate triennial recalibration of DRG and APG weights.

6.7.2.4.2 Interfaces

The Provider Cost Audits and Rate Setting contractor interfaces with DHS staff and with the following Iowa Medicaid Enterprise components and external entities.
6.7.2.4.2.1 Interfaces With Other Iowa Medicaid Enterprise Components

1.
Core MMIS contractor, for claims, provider, and reference data.

2.
DW/DS contractor for claims and charge data.

6.7.2.4.2.2 Interfaces With External Entities

The Provider Cost Audits and Rate Setting contractor interfaces with the following external entities:
1.
For inpatient services, Iowa Medicaid uses the Medicare DRG grouper, with Medicaid-specific weights. Historically, the recalibration of DRG weights has been subcontracted with 3M Health Information Systems.  The contractor may need to obtain this historical information from 3M, either directly or through the Core MMIS contractor or DHS.
2.
For those outpatient services subject to reimbursement under the APG system, Iowa Medicaid uses an APG system that was developed by 3M Health Information Systems. Historically, the recalibration of APG weights has been subcontracted with 3M Health Information Systems.

3.
Medicare intermediaries operating in the State of Iowa to obtain Form CMS 2552, Hospital and Healthcare Complex Cost Report or other Medicare cost reports.
6.7.2.4.3 State Responsibilities

The State responsibilities for the Rebasing and DRG and APG Recalibration function are:
1.
Establish policies that govern the triennial hospital rebasing and recalibration project.
2. Oversight and management of the rebasing and recalibration project.

3. Approve all rates 

6.7.2.4.4 Contractor Responsibilities

The contractor responsibilities for the Rebasing and DRG and APG Recalibration function are:

1.
Perform calculations to apportion costs to Medicaid from hospital cost reports (Form CMS 2552, Hospital and Healthcare Complex Cost Report), rebase the base, capital cost, direct and indirect medical education, and disproportionate share rates, and recalibrate the weights for APGs and DRGs every three (3) years, or as specified by DHS.

2.
Maintain and operate the DRG-based prospective payment system for inpatient hospital services. Update the base and capital cost rates by applying an inflation index to these rates, if authorized by DHS to do so. Load the rates in MMIS.
3.
Maintain and operate the APG-based prospective payment system for (most) outpatient hospital services. Update the base rates by applying an inflation index to these rates, if authorized by DHS to do so. Load the rates in MMIS.
6.7.2.4.5 Data Sources

The data sources for the Rebasing and DRG and APG Recalibration function are:

1.
Form CMS 2552, Hospital and Healthcare Complex Cost Reports
2.
Iowa Medicaid paid claims file
6.7.2.4.6 Required Reports
The Provider Cost Audits and Rate Setting contractor will provide the following reports:
1.
Hospital-specific and statewide average inpatient and outpatient case-mix index schedules.
2.
Revised DRG and APG weight schedules.
3.
Hospital-specific and Statewide average rate sheets, documenting calculations used to derive revised base, capital cost, direct and indirect medical education, and disproportionate share rates.
4.
Summary of projected charges to projected payments based on hospital cost report and claims data.
5.
Hospital payment estimation report for inpatient services and payment simulation report for outpatient services, using revised case-mix indices, base, capital cost, direct and indirect medical education, and disproportionate share rates.
6.7.2.4.7 Performance Standards
The performance standards for the Rebasing and DRG and APG Recalibration function are:
1.
Ensure a ninety-five percent (95%) accuracy rate in calculations to apportion costs to Medicaid for each hospital submitting Form CMS 2552, Hospital and Healthcare Complex Cost Report, for use in calculating the base, capital cost, direct and indirect medical education, and disproportionate share rates.
2.
Ensure a ninety-five (95%) accuracy rate in calculating hospital case-mix indices, inpatient base, capital cost, direct and indirect medical education, and disproportionate share rates and outpatient base and direct medical education rates.
3.
Ensure a ninety-five (95%) accuracy rate in calculating DRG and APG weights when determined using Iowa Medicaid paid claims data or when determined based on other negotiated or manually calculated means.
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6.7.2.5 Revenue Maximization

The role of the Contractor will be to identify creative approaches or methodologies that maximize Medicaid revenue. The Contractor will also assist with establishing the administrative framework necessary to implement recommended approaches or methodologies.  The recommended approaches or methodologies will ensure that reimbursement does not exceed the federal upper payment limit parameters, yet maximizes federal Medicaid revenue to hospitals, nursing facilities, physicians, and other medical providers, as requested. The approaches or methodologies will take into consideration the payments that are made to hospitals for disproportionate share, if they qualify for these payments. The Contractor will also perform the upper payment limit tests for hospitals and nursing facilities.

6.7.2.5.1 Objectives

The objectives of the Revenue Maximization function are:

1.) Determine the best approach or methodology to establish the upper payment limit for inpatient and outpatient hospital and nursing facility services at the maximum level obtainable under federal regulations.

2.) Accurately perform the upper payment limit tests for all State government-owned or operated, non-State, government-owned or operated, and privately-owned and operated hospitals and nursing facilities.

3.) Establish a reimbursement system for hospitals and nursing facilities that maximizes federal Medicaid revenue, based on the results of the upper payment limit tests.   

4.) Determine the best approach or methodology to maximize federal Medicaid reimbursement for physician or other medical professional services delivered by faculty at academic institutions or physicians or other medical professionals employed by government-owned or operated institutions. 

5.) Accurately calculate reimbursement rates that maximize federal Medicaid payments for services delivered by faculty at academic institutions or physicians or other medical professionals employed by government-owned or operated institutions.

6.7.2.5.2 Interfaces

The Provider Cost Audits and Rate Setting contractor interfaces with DHS staff and the other Iowa Medicaid Enterprise components and external entities identified below.

6.7.2.5.2.1 Interfaces with Other Iowa Medicaid Enterprise Components

The Provider Cost Audits and Rate Setting contractor interfaces with the Core MMIS component’s claims processing and payment subsystem and MARS and the Data Warehouse/Decision Support Component.

6.7.2.5.2.2 Interfaces with External Entities

The Provider Cost Audits and Rate Setting contractor interfaces with providers for information on or clarification of their cost report information.

6.7.2.5.3 State Responsibilities

The State responsibilities for the Revenue Maximization function are:

1. Review and approve approaches or methodologies proposed to conduct upper payment limit tests for inpatient and outpatient hospital services and nursing facility services in State government-owned or operated, non-State, government-owned or operated, and privately-owned and operated hospitals and nursing facilities.

2. Review and approve approaches or methodologies proposed to maximize federal Medicaid revenue for physician or other medical professional services delivered by faculty at academic institutions or government-owned or operated institutions

3. Review and approve upper payment limit test results documents

4. Review and approve reimbursement systems for hospitals and nursing facilities that maximize federal Medicaid revenue to these facilities.

5. Review and approve reimbursement rates that maximize federal Medicaid payments for services delivered by faculty at academic institutions or physicians or other medical professionals employed by government-owned or operated institutions.

6. Review draft documents that amend the Medicaid State Plan and submit to CMS Regional Office, as necessary

7. Review and approve draft documents that amend policies referenced or contained in State administrative rules, employee manuals, or provider manuals

8. Conduct presentations to the Council on Human Services, the State Administrative Rules Review Committee and other Legislative and industry groups as necessary, with the assistance of the contractor.

9. Review technical specification changes to the MMIS claims payment system that are necessitated by the implementation of new methodologies

6.7.2.5.4 Contractor Responsibilities

6.7.2.5.4.1 Upper Payment Limit Maximization, Performance of Upper Payment Limit Tests and Revenue Maximization for Hospitals and Nursing Facilities

Establish the upper payment limit for inpatient and outpatient hospital and nursing facility services at the maximum level obtainable under federal regulations.  Accurately perform the upper payment limit tests for all State government-owned or operated, non-State, government-owned or operated, and privately owned and operated hospitals and nursing facilities. Establish a reimbursement system for all State government-owned or operated, non-State, government-owned or operated, and privately owned and operated hospitals and nursing facilities that maximizes federal Medicaid revenue.

1.) Review and analyze hospital and nursing facility Medicaid and Medicare reimbursement data and other hospital and nursing facility financial and statistical data for State government-owned or operated, non-State, government-owned or operated, and privately-owned and operated hospitals and nursing facilities, including hospital and nursing facility cost reports, and hospital and nursing facility forecasting data. 

2.) Use this information to develop an approach or methodology that can be used to perform the upper payment limit tests for all hospital and nursing facility services in State government-owned or operated, non-State, government-owned or operated, and privately-owned and operated hospitals and nursing facilities. The approaches or methodologies must comply with federal regulations. 

3.) Prepare a report explaining the approaches or methodologies in detail, with supporting documentation, and an assessment of the pros and cons of the approaches or methodologies.

4.) Make a recommendation to the Department regarding approaches or methodologies that can be used in performing the upper payment limit tests for inpatient and outpatient hospital services and nursing facility services. 

5.) Based on the approved upper payment limit approaches or methodologies, accurately perform the upper payment limit tests and provide the information and supporting documentation to the Department, for all State government-owned or operated, non-State, government-owned or operated, and privately-owned and operated hospitals and nursing facilities, beginning with State fiscal year 2005, for inpatient and outpatient hospital services and nursing facility services.

6.) Based on the upper payment limit test results, establish a reimbursement system for all State government-owned or operated, non-State, government-owned or operated, and privately-owned and operated hospitals and nursing facilities, beginning with State fiscal year 2005, that maximizes federal Medicaid revenue.

7.) Provide documentation and data files supporting the reimbursement system.

8.) If the recommended approaches, methodologies, or reimbursement system result in additional changes to the Medicaid State Plan that have not been previously submitted to CMS, the Contractor shall develop draft documents, which shall be approved by the Department, to submit to the Kansas City, MO. Regional Office of CMS to amend the State Plan. 

9.) Develop draft documents related to changes, if needed, to the State administrative rules and the employee and provider manuals that are consistent with any new policies that may be implemented as a result of this upper payment limit and revenue maximization work. 

10.) Assist the Department with presentations to the Council on Human Services, the State Administrative Rules Review Committee and other Legislative and industry groups as necessary.

11.) The Contractor shall update or make changes to the approaches, methodologies, or reimbursement system to comply with any change in federal or state law.

6.7.2.5.4.2 Federal Medicaid Maximization for Physicians or Other Medical Professionals 

Develop approaches for maximizing federal Medicaid reimbursement for physician or other medical professional services delivered by faculty at academic institutions or physicians or other medical professionals employed by government-owned or operated institutions.  Accurately calculate reimbursement rates that maximize federal Medicaid payments for their services.

1.) Obtain and analyze physician or other medical professional charge and claims data.

2.) Use this information to determine the best approach or methodology to maximize federal Medicaid reimbursement for physician or other medical professional services delivered by faculty at academic institutions or physicians or other medical professionals employed by government-owned or operated institutions.

3.) Prepare a report explaining the research performed, the approach or methodology recommended, the basis for the approach or methodology, and documentation supporting the approach or methodology.  
4.) Based on the approved approach or methodology accurately calculate reimbursement rates that maximize federal Medicaid payments for services delivered by faculty at academic institutions or physicians or other medical professionals employed by government-owned or operated institutions.

5.) If the approved approach or methodology results in additional changes to the Medicaid State Plan that have not been previously submitted to CMS, the Contractor shall develop draft documents, which shall be approved by the Department, to submit to Kansas City, MO. Regional Office of CMS to amend the State Plan.  The Contractor shall work with the Department to prepare finalized documents and to respond to inquiries by CMS.

6.) Develop draft documents, if changes are needed, to the state administrative rules and provider manuals that are consistent with any new policies that may be implemented as a result of this reimbursement maximization work.

7.) Assist the Department with presentations to the Council on Human Services, the State Administrative Rules Review Committee and other Legislative and industry groups as necessary.

8.) Prepare all necessary reports, communications and correspondence to affected hospital providers, legislators, and other stakeholders as requested by the Department.

9.) Prepare documentation outlining all technical specification changes to the MMIS claims payment system, if not previously completed.

10.) Review output from the MMIS claims payment system to evaluate compliance with technical specifications.

11.) Participate in meetings with staff from academic institutions or government-owned or operated institutions.  Assist the Department in evaluating and analyzing the unique characteristics of these provider types to identify opportunities to increase provider participation.   

6.7.2.5.5 Data Sources

The data sources for the Revenue Maximization function are:

1.) Form CMS 2552, Hospital and Healthcare Complex Cost Report

2.) Form 470-0030, Financial and Statistical Report

3.) Medicare reimbursement policy (Chapter 42, Code of Federal Regulations or instructions for Form CMS 2552) for hospitals and nursing facilities

4.) Healthcare inflation indices

5.) Claims payment and charge data from MMIS files

6.7.2.5.6 Required Reports
The Provider Cost Audits and Rate Setting contractor will provide the following reports:
1.) Annual reports and fiscal analyses, documenting the approaches or methodologies used and the findings from the upper payment limit tests for hospitals and nursing facilities.

2.) Annual reports and fiscal analyses, documenting the approaches or methodologies used and the findings from the physician or other medical professional services’ federal Medicaid reimbursement maximization rate calculations.   

6.7.2.5.7 Performance Standards
The performance standards for the Revenue Maximization function are:
1.) Provide annual reports of upper payment limit test results and preliminary fiscal analyses for hospital and nursing facility services within 30 days after the beginning of each state fiscal year, applicable (prospectively) for that state fiscal year.

2.) Provide final fiscal analyses for hospital and nursing facility services within 30 days after the end of each state fiscal year.

3.) Provide preliminary reimbursement rate calculations for services delivered by faculty at academic institutions or physicians or other medical professionals employed by government-owned or operated institutions within 30 days after the beginning of each state fiscal year, applicable (prospectively) for that state fiscal year.

4.) Provide final fiscal analyses for reimbursement rate calculations for services delivered by faculty at academic institutions or physicians or other medical professionals employed by government-owned or operated institutions within 30 days after the end of each state fiscal year.

5.) Respond to requests and inquiries from the Department regarding all federal Medicaid maximization work within 24 hours of the request. 

6.) Draft all policy changes to the Medicaid State Plan, state administrative rules, and provider or employee manuals according to the timeframe required by the Department.

6.7.2.6 Reimbursement Technical Assistance and Support

The role of the Contractor will be to comprehensively support, update and monitor provider reimbursement systems, including the modified price-based case-mix reimbursement system for nursing facilities that includes a case-mix adjusted component and a non-case-mix adjusted component, as authorized in 2001 Iowa Acts, HF 740.  The goal is to maintain a reimbursement system that:

· Improves access to care

· Increases consumer choice

· Recognizes cost containment

· Balances institutional and non-institutional alternatives for long term care

· Improves the quality of lives of Iowans 

The contractor shall update or make changes to the methodology, to comply with any change in federal or state law.

6.7.2.6.1 Objectives

The Contractor will provide the following services:

· Maintain monitoring and reporting system for nursing facilities

· Provide technical assistance for the modified price-based case-mix reimbursement system for nursing facilities

· Provide technical assistance for method of reimbursing hospitals and nursing facilities for coinsurance and deductible amounts for dually eligible recipients

· Provide technical assistance on reimbursement method for bed-hold payments to nursing facilities

· Provide technical assistance on Medicaid payment policies designed to minimize Medicaid reimbursement for nursing facility services for dually eligible recipients.

6.7.2.6.2 Interfaces

The Provider Cost Audits and Rate Setting contractor interfaces with DHS staff and other Iowa Medicaid Enterprise components and external entities identified below.

6.7.2.6.2.1 Interfaces with Other Iowa Medicaid Enterprise Components

The Provider Cost Audits and Rate Setting contractor interfaces with the Core MMIS and Medical Services contractors.

6.7.2.6.2.2 Interfaces with External Entities

The Provider Cost Audits and Rate Setting contractor interfaces with the Departments Quality Improvement Organization (QIO) contractor, the Iowa Foundation for Medical Care (IFMC) for case mix index information stored in the State MDS data repository.

6.7.2.6.3 State Responsibilities

DHS has the following responsibilities under the Reimbursement, Technical Assistance and Support Function:

· Establish policies that govern the reimbursement methodology.

· Review and approve the contractor’s proposals and work plans.

· Provide guidelines and approve reporting requirements to DHS.

· Review and approve any communications prior to release.

· Monitor all activities of the contractor.

· Supply access to the MMIS data, MDS data or enterprise data warehouse tools and data stored therein.

· Provide liaison for contractor and other appropriate DHS contractors.

· Submit necessary state plan amendments or waivers necessary to implement reimbursement methodology. 

6.7.2.6.4 Contractor Responsibilities

The Provider Cost Audits and Rate Setting contractor is responsible for the following tasks under the Reimbursement, Technical Assistance and Support Function:

6.7.2.6.4.1 Reimbursement Methodologies for Bed-Hold Days

Implement a new method of reimbursement for bed-hold payments to nursing facilities.  As part of this project, the Contractor shall perform the following tasks:

1.) Prepare or assist the Department with amending all documents associated with the promulgation of administrative rules and updates to the provider manual, which are necessary to implement the method for Medicaid to reimburse bed hold payments to nursing facilities.  

2.) Prepare or amend documentation outlining all technical specification changes to the MMIS claims payment system. 

3.) Review output from the MMIS claims payment system to evaluate compliance with technical specifications.

4.) Develop or amend all draft documents, which shall be approved by the Department, to submit to the Kansas City, MO. Regional Office of the Centers for Medicare and Medicaid Services, to amend the Medicaid State Plan for Medicaid reimbursement on bed hold payments.   

5.) Two times per contract year, provide monitoring of the MMIS claims payment system for compliance with the new method for Medicaid to reimburse bed-hold payments to nursing facilities.  

6.) Provide all necessary assistance to the Department with the ongoing monitoring and evaluation of the new method for Medicaid to reimburse bed-hold payments to nursing facilities. 

6.7.2.6.4.2 Crossover Claim Reimbursement Methodologies for Hospitals

Implement a method of reimbursing hospitals for coinsurance and deductible amounts for dually eligible recipients (Medicare and Medicaid eligible), a.k.a. crossover claims. This method would provide for Medicaid to reimburse only those hospital crossover claims where the original payment (on the claim) from Medicare is less than the payment rate under the Medicaid program. 

1.) Prepare or assist the Department with amending all documents associated with the promulgation of administrative rules and updates to the provider manual, which are necessary to implement the method for Medicaid to reimburse hospital crossover claims. 
2.) Prepare documentation outlining all technical specification changes to the MMIS claims payment system.

3.) Review output from the MMIS claims payment system to evaluate compliance with technical specifications.

4.) Develop or amend all draft documents, which shall be approved by the Department, to submit to the Kansas City, MO. Regional Office of the Centers for Medicare and Medicaid Services to amend the Medicaid State Plan. 
5.) Two times per contract year,  provide monitoring of the MMIS claims payment system for compliance with the new method for Medicaid to reimburse hospital crossover claims.

6.) Provide all necessary assistance to the Department with the ongoing monitoring and evaluation of the new method for Medicaid to reimburse hospital crossover claims. 

6.7.2.6.4.3 Crossover Claim Reimbursement Methodologies for Nursing Facilities

Implement a method of reimbursing nursing facilities for coinsurance and deductible amounts for dually eligible recipients (Medicare and Medicaid eligible), a.k.a. crossover claims.  This method would provide for Medicaid to reimburse only those crossover claims where the original payment (on the claim) from Medicare is less than the payment rate under the Medicaid program.  As part of this project, the Contractor shall perform the following tasks:

1.) Prepare or assist the Department with amending all documents associated with the promulgation of administrative rules and updates to the provider manual, which are necessary to implement the method for Medicaid to reimburse nursing facility crossover claims.

2.) Prepare documentation outlining all technical specification changes to MMIS claims payment system.

3.) Review output from the MMIS claims payment system to evaluate compliance with technical specifications.

4.) Develop or amend all draft documents, which shall be approved by the Department, to submit to the Kansas City, MO. Regional Office of the Centers for Medicare and Medicaid Services, to amend the Medicaid State Plan on method for Medicaid to reimburse nursing facility crossover claims.

5.) Two times per contract year, provide monitoring of the MMIS claims payment system for compliance with the new method for Medicaid to reimburse nursing facility crossover claims.

6.) Provide all necessary assistance to the Department with the ongoing monitoring and evaluation of the new method for Medicaid to reimburse nursing facility crossover claims.

6.7.2.6.4.4 Reimbursement Methodologies for Dual Eligibles

Provide all professional and other services necessary to ensure that Iowa Medicaid payment policies are designed to minimize Medicaid reimbursement for nursing facility services when Medicaid beneficiaries are also eligible to receive Medicare skilled nursing facility benefits (aka dually eligible beneficiaries).  This process is intended to minimize Iowa Medicaid’s cost responsibility as the “payor of last resort”.  Nursing facilities must certify to the Bureau of Long Term Care on form 470-3954, that it will not request payment from Medicaid for services rendered to a dually eligible Medicaid recipient who is eligible to receive Part A nursing facility benefits from Medicare.  As part of this project, the Contractor shall perform the following tasks:

1.) Assist in the review of Change System Requests (CSRs) necessary to ensure appropriate implementation of Medicaid payment policy changes for dually eligible beneficiaries.  

2.) Perform detailed quality assurance review of claims payment data following implementation of Medicaid payment policy changes for dually eligible beneficiaries and perform periodic monitoring and evaluation services necessary to confirm appropriate adherence to those policy changes.

3.) Participate in all meetings with the Department and other contractors necessary to ensure appropriate implementation of Medicaid payment policy changes for dually eligible beneficiaries; Assist the Department with resolution of any problems or issues discovered with the operation of change in Medicaid payment policies for dually eligible beneficiaries.  

6.7.2.6.4.5 Other Technical Assistance and Monitoring

The Contractor shall provide the following services in accordance with the defined performance expectations as set forth below: 

A. Assume responsibility for the operation, support and maintenance of a monitoring and reporting system for nursing facilities mandated by the General Assembly (HF 740).  This system should include the development of two relational databases that will serve as the foundation for evaluating the new case mix reimbursement system.  

· Long term care information system – longitudinal database of financial information derived from the cost report(s) of each Medicaid-certified nursing facility

· MDS information system – longitudinal database of resident assessment and case mix information using data taken from data stored in the state MDS data repository

These databases must be capable of assessing compliance with HF 740 which mandates that any excess payment allowance shall be expended to increase the compensation of direct care staff, increase the ratio of direct care staff, or to fund quality of life improvements.  

Assume the monitoring, analysis, evaluation, and reporting of nursing facility financial and resident assessment information to support ongoing policy review and development and other program purposes.  The Contractor shall prepare as directed by the Department of Human Services routine and special purposes analyses.  Examples of the types of cost, MDS information and other examinations to be conducted with this information are listed below.

· Direct care spending patterns

· Non-direct care spending patterns

· Nursing facility staff compensation levels

· Expenditures by cost report line item

· Case mix indices

· Case mix “creep”

· Cost coverage statistics

· Profitability analyses

· Rebasing

· Utilization incentive

· Cost containment

· Capital expenditures

· MSA wage adjustment and exceptions

· Occupancy trends

· Medicaid utilization trends

· Inflation – HCFA/SNF and actual

· Fiscal projections

· Fiscal impact statements

· Accountability measures

· Peer groups (e.g. urban and rural, small and large, etc.)

The database shall be designed to allow for quick access and retrieval of data using the Standard Query Language (SQL).  The Contractor is expected to participate in meetings as called by the Department of Human Services, or at a minimum of monthly, to review findings and analyses.

B. Technical assistance with case mix system

In order to assure successful implementation of the modified price-based case-mix reimbursement methodology, technical assistance is needed to monitor and evaluate the system that has recently been implemented (phased in over three years, beginning July 1, 2001 and fully implemented July 1, 2003).  The Contractor shall provide the following services:

· Prepare models to assess the fiscal impact of the transition and new case mix system

· Track and monitor case mix indices

· Review RUG-III resident assessment calculations for accuracy and compliance with administrative rules

· Review the average facility and Medicaid resident case mix indices for accuracy and compliance with administrative rules

· Review Medicaid rate calculations, to include rate worksheets, for accuracy and compliance with administrative rules

· Track, monitor and project expenditures, and recommend adjustments to reimbursement system based on the findings.

· Compile and provide a detailed analysis to demonstrate growth of direct care costs, increased acuity and care needs of residents.

· Compile and provide detailed analysis of cost reports submitted by providers and the resulting desk review and field audit adjustments to reclassify and amend provider cost and statistical data.

· Participate in meetings at the request of DHS (e.g., legislative, workgroup, internal, other DHS contractors, etc.)

6.7.2.6.5 Data Sources

The data sources for the Technical Assistance and Monitoring function are:

1.
Monthly claims payment files from the Core MMIS contractor

2.
MDS and case mix index information from the Iowa Foundation for Medical Care (IFMC)

3.
Financial and Statistical Reports, Form 470-0030, submitted by nursing facilities in accordance with IAC 441-81.6.  
6.7.2.6.6 Required Reports
The Provider Cost Audits and Rate Setting contractor will provide the following reports:
· Two times per contract year, provide monitoring of the MMIS claims payment system for compliance with the new method for Medicaid to reimburse bed-hold payments to nursing facilities and report results to the Department.  

· Two times per contract year, provide monitoring of the MMIS claims payment system for compliance with the new method for Medicaid to reimburse hospital crossover claims and report results to the Department.

· Two times per contract year, provide monitoring of the MMIS claims payment system for compliance with the new method for Medicaid to reimburse nursing facility crossover claims and report results to the Department.

· Two times per contract year, perform detailed quality assurance review of claims payment data following implementation of Medicaid payment policy changes for dually eligible beneficiaries and perform periodic monitoring and evaluation services necessary to confirm appropriate adherence to those policy changes and report results to the Department.

· On a quarterly basis, track, monitor and project expenditures, and recommend adjustments to reimbursement system based on the findings.

· Annually, compile and provide a detailed analysis to demonstrate growth of direct care costs, increased acuity and care needs of residents.

· Annually, compile and provide detailed analysis of cost reports submitted by providers and the resulting desk review and field audit adjustments to reclassify and amend provider cost and statistical data.

· Other reports, as requested by the Department, from the monitoring and reporting system for the modified price-based case-mix reimbursement methodology.
6.7.2.6.7 Performance Standards
The performance standards for the Technical Assistance and Monitoring function are:
1.
Complete required reports accurately and timely.

2.
Complete all duties in an accurate, complete, timely and professional manner.
3.
Be knowledgeable of and apply all State and Federal requirements.
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