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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 
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Methods and Standards for Establishing Payment Rates - Inpatient Hospital Care 
 
(1) The basis for payment is the Medicare retrospective reasonable cost reimbursement methodology for 

prospective payment system-exempt hospitals in effect prior to adoption of the Balanced Budget Act of 
1997 (Medicare TEFRA Reimbursement Principles). 

 
(a) In reimbursing for inpatient hospital services to Connecticut hospitals provided under the State 

Plan, the State agency will apply Medicare standards and principles for prospective payment 
system-exempt hospitals as specified in 42 U.S.C. § 1395ww, as amended through August 15, 
1995 by various acts, including, but not limited to, the Tax Equity and Fiscal Responsibility Act 
of 1982 (TEFRA), § 4005 of the Omnibus Budget Reconciliation Act of 1990, Pub. L. No. 101-
508, 104 Stat. 1388 (1990) (OBRA ‘90) and the Omnibus Budget Reconciliation Act of 1993, 
Pub. L. No. 103-66 (“OBRA ’93”); and federal regulations under TEFRA, OBRA ‘90, and 
OBRA ‘93 in effect on August 15, 1995, including, but not limited to, 42 C.F.R. 
§§413.40(a)C1) et seq. and 413.86. This federal methodology shall apply except effective 
October 1, 2001 there shall be an update to a hospital’s target amount per discharge to the actual 
allowable cost per discharge based upon the 1999 cost report filing multiplied by sixty-two and 
one-half percent if such amount is higher than the target amount per discharge for the rate 
period beginning October 1, 2000, as adjusted for the ten per cent incentive identified in Section 
4005 of Public Law 101-508.  If a hospital’s allowable cost per discharge is increased to sixty-
two and one-half percent of the 1999 cost per discharge, the hospital shall not receive the ten 
per cent incentive identified in Section 4005 of Public Law 101-508.  Effective August 1, 2003, 
heart and liver transplants shall be reimbursed utilizing payment rates authorized under the 
Medicare program.  Effective April 1, 2005, the revised target amount per discharge for each 
hospital with a target amount per discharge less than three thousand seven hundred fifty dollars 
shall be three thousand seven hundred fifty dollars.  Effective October 1, 2006, the revised 
target amount per discharge for each hospital with a target amount per discharge less than four 
thousand dollars shall be four thousand dollars.  For the rate periods between October 1, 2002 
and September 30, 2009, there shall be no application of an annual adjustment factor to the 
target amount per discharge.  Effective October 1, 2007, the revised target amount per discharge 
shall be the higher of (1) the hospital’s 2007 Medicaid Cost Per Discharge Target (with addition 
of ten percent incentive, if applicable) increased by 6.5%; or (2) 80% of the cost per discharge 
per the 2005 cost report filings, but not to exceed $10,750 per discharge or 142.5% of the 2007 
Medicaid Cost Per Discharge (with addition of ten percent incentive, if applicable). 

 
Effective April 1, 2009, general acute care hospital inpatient rates shall be adjusted for 
admissions that meet the criteria established in section 1(k) of the Addendum to Attachments 
3.1-A and 3.1-B, Page 1(b).  The methodology is as follows: 
 

1. Hospitals are required to run all Medicaid claims through a Medicare diagnosis-related 
grouper to determine the Medicare payment amount with and without the present on 
admission indicator.   
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2. Hospitals are required to report to the Department all Medicaid claims with a present on 
admission indicator where Medicare payment was reduced.  The report shall include the 
payment amount with the indicator and the payment amount without the indicator.  

3. The Department will calculate the Medicare payment reduction percentage and apply 
this same percentage reduction to the Medicaid allowed amount per discharge during 
the annual cost settlement. 

 
Effective June 1, 2010, payments for inpatient psychiatric services provided in 
intermediate duration acute psychiatric care units certified by the Department of Mental 
Health and Addiction Services will be made based on the following per diem rates and 
shall be excluded from hospital per discharge cost settlements under this section:  
 
  Days 1-30: $825 
  Days 31-45: $725 
  Days > 45: $600 

 
(b) In reimbursing for inpatient hospital services to out-of-state and border hospitals the State 

agency will apply the following methodologies: 
 

1. A fixed percentage shall be calculated by the State agency based on the ratio between 
the allowed cost for all Connecticut in-state hospitals, applying Medicare retrospective 
reasonable cost reimbursement principles, and total customary charges for all 
Connecticut instate hospitals, or 

2. Each out-of-state and border hospital may have its fixed percentage optionally 
determined based on its total allowable cost under Medicare principles of 
reimbursement pursuant to 42 CFR 413.  The State agency shall determine from the 
hospital’s most recently available Medicare cost report filed with the State agency the 
ratio of total allowable inpatient costs to gross inpatient revenue.  The resulting ratio 
shall be the hospital’s fixed percentage not to exceed one hundred percent (100%). 
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