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Proposed Rule
LSA Document #15-418

DIGEST

Amends 405 IAC 1-10.5-1, 405 IAC 1-10.5-2, 405 IAC 1-10.5-3, 405 IAC 5-1-5, 405 IAC 5-2-13, 405 IAC 5-3-
5, and 405 IAC 5-3-6 to modify the Medicaid reimbursement rule for covered inpatient hospital services due to the
implementation of the International Classification of Diseases 10th Revision (ICD-10) diagnosis and procedure
codes, the adoption of a new diagnosis related group (DRG) classification and payment system, and the rebasing
of inpatient hospital rates, and to make technical changes. Amends 405 IAC 1-1-1 to update and modify
definitions to provide uniformity in terminology used throughout the articles and to reflect current terms used in
practice. Amends 405 IAC 1-1-2, 405 IAC 1-1-3, 405 IAC 1-1-13, 405 IAC 1-1-14, 405 IAC 1-1-15, 405 IAC 1-1-
16, 405 1AC 1-1.6-1, 405 IAC 1-3-2, 405 IAC 1-4.2-1, 405 IAC 1-4.2-2, 405 IAC 1-4.2-3, 405 IAC 1-4.2-3.1, 405
IAC 1-4.2-4, 405 IAC 1-4.2-6, 405 IAC 1-4.3-1, 405 IAC 1-8-2, 405 IAC 1-8-3, 405 IAC 1-8-4, 405 IAC 1-10.5-4,
405 IAC 1-11.5-1, 405 IAC 1-11.5-2, 405 IAC 1-11.5-3, 405 IAC 1-12-1, 405 IAC 1-12-2, 405 IAC 1-12-3, 405 IAC
1-12-4, 405 IAC 1-12-5, 405 IAC 1-12-7, 405 IAC 1-12-9, 405 IAC 1-12-15, 405 IAC 1-12-19, 405 IAC 1-12-21,
405 IAC 1-12-22, 405 IAC 1-12-23, 405 IAC 1-12-24, 405 IAC 1-12-25, 405 IAC 1-12-26, 405 IAC 1-12-27, 405
IAC 1-13-1, 405 IAC 1-13-2, 405 IAC 1-14.6-1, 405 IAC 1-14.6-2, 405 IAC 1-14.6-3, 405 IAC 1-14.6-4, 405 IAC 1-
14.6-5, 405 IAC 1-14.6-6, 405 IAC 1-14.6-7, 405 IAC 1-14.6-9, 405 IAC 1-14.6-10, 405 IAC 1-14.6-16, 405 IAC 1-
14.6-19, 405 IAC 1-14.6-20, 405 IAC 1-14.6-22, 405 IAC 1-14.6-24, 405 IAC 1-15-1, 405 IAC 1-15-2, 405 IAC 1-
15-3, 405 IAC 1-15-5, 405 IAC 1-16-1, 405 IAC 1-16-2, 405 IAC 1-16-3, 405 IAC 1-16-4, 405 IAC 1-16-5, 405 IAC
1-17-1, 405 IAC 1-17-2, 405 IAC 1-17-4, 405 IAC 1-17-7, 405 IAC 1-17-17, 405 IAC 1-17-18, 405 IAC 1-18-2, 405
IAC 1-19-2, 405 IAC 1-20-1, 405 IAC 1-20-2, 405 IAC 1-20-4, 405 IAC 1-21-1, 405 IAC 1-21-3, and 405 IAC 1-21-
4 to reflect the definitions updates. Amends 405 IAC 5-2-3, 405 IAC 5-2-6, 405 IAC 5-2-9, 405 IAC 5-2-12, 405
IAC 5-2-13.2, 405 IAC 5-2-15, 405 |IAC 5-2-16, 405 IAC 5-2-17, 405 IAC 5-2-18, 405 IAC 5-2-19, 405 IAC 5-2-20,
405 IAC 5-2-21, 405 IAC 5-2-22, and 405 IAC 5-2-24 and adds 405 IAC 5-2-10.5, 405 IAC 5-2-11.5, 405 IAC 5-2-
15.5, 405 IAC 5-2-17.5, and 405 IAC 5-2-29 to update and modify definitions to provide uniformity in terminology
used throughout the articles and to reflect current terms used in practice. Amends 405 IAC 5-1-1, 405 IAC 5-1-2,
405 IAC 5-1-3, 405 IAC 5-1-4, 405 IAC 5-1-6, 405 IAC 5-3-1, 405 IAC 5-3-2, 405 IAC 5-3-7, 405 IAC 5-3-8, 405
IAC 5-3-9, 405 IAC 5-3-11, 405 IAC 5-3-12, 405 IAC 5-3-13, 405 IAC 5-3-14, 405 |IAC 5-5-2, 405 IAC 5-5-3, 405
IAC 5-6-1, 405 IAC 5-6-2, 405 IAC 5-7-1, 405 IAC 5-7-2, 405 IAC 5-7-3, 405 IAC 5-8-2, 405 IAC 5-8-3, 405 IAC 5-
8-4, 405 IAC 5-9-1, 405 IAC 5-9-2, 405 IAC 5-10-1, 405 IAC 5-10-3, 405 IAC 5-12-1, 405 IAC 5-12-2, 405 IAC 5-
12-3, 405 IAC 5-13-1, 405 IAC 5-13-2, 405 IAC 5-13-3, 405 IAC 5-13-6, 405 IAC 5-13-7, 405 IAC 5-13-8, 405 IAC
5-13-10, 405 IAC 5-14-1, 405 IAC 5-14-2, 405 IAC 5-14-3, 405 IAC 5-14-4, 405 IAC 5-14-5, 405 |IAC 5-14-6, 405
IAC 5-14-7, 405 IAC 5-14-15, 405 |AC 5-14-18, 405 IAC 5-14-19, 405 IAC 5-14-20, 405 IAC 5-14-21, 405 |IAC 5-
15-1, 405 IAC 5-15-2, 405 IAC 5-15-3, 405 IAC 5-15-4, 405 IAC 5-15-6, 405 IAC 5-16-1, 405 IAC 5-16-3, 405 IAC
5-16-3.1, 405 IAC 5-16-5, 405 IAC 5-16-6, 405 IAC 5-16.5-1, 405 IAC 5-16.5-2, 405 IAC 5-16.5-3, 405 IAC 5-
16.5-4, 405 IAC 5-17-1, 405 IAC 5-17-2, 405 IAC 5-17-4, 405 IAC 5-17-5, 405 IAC 5-18-4, 405 IAC 5-19-1, 405
IAC 5-19-2, 405 IAC 5-19-3, 405 IAC 5-19-4, 405 IAC 5-19-5, 405 IAC 5-19-6, 405 IAC 5-19-7, 405 IAC 5-19-8,
405 IAC 5-19-9, 405 IAC 5-19-12, 405 IAC 5-19-13, 405 IAC 5-19-14, 405 IAC 5-19-15, 405 IAC 5-19-16, 405
IAC 5-19-17, 405 IAC 5-19-18, 405 IAC 5-20-1, 405 IAC 5-20-2, 405 IAC 5-20-3, 405 IAC 5-20-4, 405 IAC 5-20-5,
405 IAC 5-20-8, 405 IAC 5-21.5-1, 405 IAC 5-21.5-2, 405 |IAC 5-21.5-3, 405 IAC 5-21.5-4, 405 IAC 5-21.5-5, 405
IAC 5-21.5-6, 405 IAC 5-21.5-7, 405 IAC 5-21.5-8, 405 IAC 5-21.5-9, 405 IAC 5-21.5-10, 405 IAC 5-21.5-11, 405
IAC 5-21.5-12, 405 IAC 5-21.5-13, 405 IAC 5-21.5-14, 405 IAC 5-21.5-15, 405 IAC 5-21.5-17, 405 |IAC 5-21.6-2,
405 IAC 5-21.6-3, 405 IAC 5-21.6-4, 405 IAC 5-21.6-5, 405 IAC 5-21.6-6, 405 IAC 5-21.6-7, 405 IAC 5-21.6-8,
405 IAC 5-21.6-9, 405 IAC 5-21.6-10, 405 IAC 5-21.6-11, 405 IAC 5-21.6-12, 405 IAC 5-21.6-13, 405 IAC 5-21.6-
14, 405 IAC 5-21.6-15, 405 IAC 5-21.6-16, 405 IAC 5-21.6-17, 405 IAC 5-21.6-18, 405 IAC 5-21.6-19, 405 IAC 5-
21.7-1, 405 IAC 5-21.7-2, 405 IAC 5-21.7-3, 405 IAC 5-21.7-4, 405 IAC 5-21.7-5, 405 IAC 5-21.7-6, 405 IAC 5-
21.7-7, 405 IAC 5-21.7-8, 405 IAC 5-21.7-9, 405 IAC 5-21.7-10, 405 IAC 5-21.7-11, 405 IAC 5-21.7-12, 405 IAC
5-21.7-13, 405 IAC 5-21.7-14, 405 IAC 5-21.7-15, 405 IAC 5-21.7-16, 405 IAC 5-21.7-17, 405 IAC 5-21.7-18, 405
IAC 5-21.7-19, 405 IAC 5-21.7-20, 405 IAC 5-21.7-21, 405 |IAC 5-21.8-2, 405 IAC 5-21.8-3, 405 IAC 5-21.8-4,
405 IAC 5-21.8-5, 405 IAC 5-21.8-6, 405 IAC 5-21.8-7, 405 IAC 5-21.8-8, 405 IAC 5-21.8-9, 405 |AC 5-21.8-10,
405 IAC 5-21.8-11, 405 IAC 5-22-1, 405 IAC 5-22-2, 405 IAC 5-22-6, 405 IAC 5-22-7, 405 IAC 5-22-8, 405 IAC 5-
22-9, 405 IAC 5-22-10, 405 IAC 5-22-11, 405 IAC 5-23-2, 405 IAC 5-23-3, 405 IAC 5-23-4, 405 IAC 5-24-1, 405
IAC 5-24-3, 405 IAC 5-24-4, 405 IAC 5-24-6, 405 IAC 5-24-7, 405 IAC 5-24-9, 405 IAC 5-24-13, 405 IAC 5-25-1,
405 IAC 5-25-2, 405 IAC 5-25-4, 405 IAC 5-26-5, 405 IAC 5-26-6, 405 IAC 5-26-7, 405 IAC 5-26-10, 405 IAC 5-
27-1, 405 IAC 5-28-1, 405 IAC 5-28-4, 405 IAC 5-28-5, 405 IAC 5-28-8, 405 IAC 5-28-9, 405 IAC 5-29-1, 405 IAC
5-30-1, 405 IAC 5-30-2, 405 IAC 5-30-3, 405 IAC 5-30-4, 405 IAC 5-30-5, 405 IAC 5-30-6, 405 IAC 5-30-7, 405
IAC 5-30-8, 405 IAC 5-30-9, 405 IAC 5-30-10, 405 IAC 5-31-1, 405 IAC 5-31-1.1, 405 |IAC 5-31-4, 405 IAC 5-31-
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4.5, 405 IAC 5-31-5, 405 IAC 5-31-9, 405 IAC 5-34-1, 405 IAC 5-34-2, 405 IAC 5-34-3, 405 IAC 5-34-4, 405 IAC
5-34-4.1, 405 IAC 5-34-4.2, 405 IAC 5-34-5, 405 IAC 5-34-6, 405 IAC 5-34-7, 405 IAC 5-34-8, 405 IAC 5-34-9,
405 IAC 5-34-10, 405 IAC 5-34-11, 405 IAC 5-34-12, 405 IAC 5-36-1, 405 IAC 5-36-3, 405 IAC 5-37-3, and 405
IAC 5-38-4 to reflect the definitions updates. Repeals 405 IAC 5-2-2, 405 IAC 5-2-4, 405 IAC 5-2-5, 405 IAC 5-2-
8, 405 IAC 5-2-11, 405 IAC 5-2-14, 405 IAC 5-2-23, and 405 IAC 5-2-25. Effective 30 days after filing with the
Publisher.

IC 4-22-2.1-5 Statement Concerning Rules Affecting Small Businesses

405 IAC 1-1-1; 405 IAC 1-1-2; 405 IAC 1-1-3; 405 IAC 1-1-13; 405 IAC 1-1-14; 405 IAC 1-1-15; 405 IAC 1-1-16;
405 IAC 1-1.6-1; 405 IAC 1-3-2; 405 IAC 1-4.2-1; 405 IAC 1-4.2-2; 405 IAC 1-4.2-3; 405 IAC 1-4.2-3.1; 405 IAC
1-4.2-4; 405 IAC 1-4.2-6; 405 IAC 1-4.3-1; 405 |IAC 1-8-2; 405 IAC 1-8-3; 405 IAC 1-8-4; 405 IAC 1-10.5-1; 405
IAC 1-10.5-2; 405 IAC 1-10.5-3; 405 IAC 1-10.5-4; 405 IAC 1-11.5-1; 405 IAC 1-11.5-2; 405 IAC 1-11.5-3; 405
IAC 1-12-1; 405 IAC 1-12-2; 405 IAC 1-12-3; 405 IAC 1-12-4; 405 IAC 1-12-5; 405 IAC 1-12-7; 405 IAC 1-12-9;
405 IAC 1-12-15; 405 IAC 1-12-19; 405 IAC 1-12-21; 405 IAC 1-12-22; 405 IAC 1-12-23; 405 IAC 1-12-24; 405
IAC 1-12-25; 405 IAC 1-12-26; 405 IAC 1-12-27; 405 IAC 1-13-1; 405 IAC 1-13-2; 405 IAC 1-14.6-1; 405 IAC 1-
14.6-2; 405 IAC 1-14.6-3; 405 IAC 1-14.6-4; 405 IAC 1-14.6-5; 405 IAC 1-14.6-6; 405 IAC 1-14.6-7; 405 IAC 1-
14.6-9; 405 IAC 1-14.6-10; 405 IAC 1-14.6-16; 405 IAC 1-14.6-19; 405 IAC 1-14.6-20; 405 IAC 1-14.6-22; 405
IAC 1-14.6-24; 405 IAC 1-15-1; 405 IAC 1-15-2; 405 IAC 1-15-3; 405 IAC 1-15-5; 405 IAC 1-16-1; 405 IAC 1-
16-2; 405 IAC 1-16-3; 405 IAC 1-16-4; 405 IAC 1-16-5; 405 IAC 1-17-1; 405 IAC 1-17-2; 405 IAC 1-17-4; 405
IAC 1-17-7; 405 1AC 1-17-17; 405 IAC 1-17-18; 405 IAC 1-18-2; 405 IAC 1-19-2; 405 IAC 1-20-1; 405 IAC 1-20-
2; 405 IAC 1-20-4; 405 IAC 1-21-1; 405 IAC 1-21-3; 405 IAC 1-21-4; 405 IAC 5-1-1; 405 IAC 5-1-2; 405 IAC 5-
1-3; 405 IAC 5-1-4; 405 IAC 5-1-5; 405 IAC 5-1-6; 405 IAC 5-2-2; 405 IAC 5-2-3; 405 IAC 5-2-4; 405 IAC 5-2-5;
405 IAC 5-2-6; 405 IAC 5-2-8; 405 IAC 5-2-9; 405 IAC 5-2-10.5; 405 IAC 5-2-11; 405 IAC 5-2-11.5; 405 IAC 5-
2-12; 405 IAC 5-2-13; 405 IAC 5-2-13.2; 405 IAC 5-2-14; 405 IAC 5-2-15; 405 IAC 5-2-15.5; 405 IAC 5-2-16;
405 IAC 5-2-17; 405 IAC 5-2-17.5; 405 IAC 5-2-18; 405 IAC 5-2-19; 405 IAC 5-2-20; 405 IAC 5-2-21; 405 IAC 5-
2-22; 405 IAC 5-2-23; 405 IAC 5-2-24; 405 IAC 5-2-25; 405 IAC 5-2-29; 405 IAC 5-3-1; 405 IAC 5-3-2; 405 IAC
5-3-5; 405 IAC 5-3-6; 405 IAC 5-3-7; 405 IAC 5-3-8; 405 IAC 5-3-9; 405 IAC 5-3-11; 405 IAC 5-3-12; 405 IAC 5-
3-13; 405 IAC 5-3-14; 405 IAC 5-5-2; 405 IAC 5-5-3; 405 IAC 5-6-1; 405 IAC 5-6-2; 405 IAC 5-7-1; 405 IAC 5-7-
2; 405 IAC 5-7-3; 405 IAC 5-8-2; 405 IAC 5-8-3; 405 IAC 5-8-4; 405 IAC 5-9-1; 405 IAC 5-9-2; 405 IAC 5-10-1;
405 IAC 5-10-3; 405 IAC 5-12-1; 405 IAC 5-12-3; 405 IAC 5-13-1; 405 IAC 5-13-2; 405 IAC 5-13-3; 405 IAC 5-
13-6; 405 IAC 5-13-7; 405 IAC 5-13-8; 405 IAC 5-13-10; 405 IAC 5-14-1; 405 IAC 5-14-2; 405 IAC 5-14-3; 405
IAC 5-14-4; 405 IAC 5-14-5; 405 IAC 5-14-6; 405 IAC 5-14-7; 405 IAC 5-14-15; 405 IAC 5-14-18; 405 IAC 5-14-
19; 405 IAC 5-14-20; 405 IAC 5-14-21; 405 IAC 5-15-1; 405 IAC 5-15-2; 405 IAC 5-15-3; 405 IAC 5-15-4; 405
IAC 5-15-6; 405 IAC 5-16-1; 405 IAC 5-16-3; 405 IAC 5-16-3.1; 405 IAC 5-16-5; 405 IAC 5-16-6; 405 IAC 5-
16.5-1; 405 IAC 5-16.5-2; 405 IAC 5-16.5-3; 405 IAC 5-16.5-4; 405 IAC 5-17-1; 405 IAC 5-17-2; 405 IAC 5-17-4;
405 IAC 5-17-5; 405 IAC 5-18-4; 405 IAC 5-19-1; 405 IAC 5-19-2; 405 IAC 5-19-3; 405 IAC 5-19-4; 405 IAC 5-
19-5; 405 IAC 5-19-6; 405 IAC 5-19-7; 405 IAC 5-19-8; 405 IAC 5-19-9; 405 IAC 5-19-12; 405 IAC 5-19-13; 405
IAC 5-19-14; 405 IAC 5-19-15; 405 IAC 5-19-16; 405 IAC 5-19-17; 405 IAC 5-19-18; 405 IAC 5-20-1; 405 IAC 5-
20-2; 405 IAC 5-20-3; 405 IAC 5-20-4; 405 IAC 5-20-5; 405 IAC 5-20-8; 405 IAC 5-21.5-1; 405 IAC 5-21.5-2;
405 IAC 5-21.5-3; 405 IAC 5-21.5-4; 405 IAC 5-21.5-5; 405 IAC 5-21.5-6; 405 IAC 5-21.5-7; 405 IAC 5-21.5-8;
405 IAC 5-21.5-9; 405 IAC 5-21.5-10; 405 IAC 5-21.5-11; 405 IAC 5-21.5-12; 405 IAC 5-21.5-13; 405 IAC 5-
21.5-14; 405 IAC 5-21.5-15; 405 IAC 5-21.5-17; 405 IAC 5-21.6-2; 405 IAC 5-21.6-3; 405 IAC 5-21.6-4; 405 IAC
5-21.6-5; 405 IAC 5-21.6-6; 405 IAC 5-21.6-7; 405 IAC 5-21.6-8; 405 IAC 5-21.6-9; 405 IAC 5-21.6-10; 405 IAC
5-21.6-11; 405 IAC 5-21.6-12; 405 IAC 5-21.6-13; 405 IAC 5-21.6-14; 405 IAC 5-21.6-15; 405 IAC 5-21.6-16;
405 |AC 5-21.6-17; 405 IAC 5-21.6-18; 405 IAC 5-21.6-19; 405 IAC 5-21.7-1; 405 IAC 5-21.7-2; 405 IAC 5-21.7-
3; 405 IAC 5-21.7-4; 405 IAC 5-21.7-5; 405 IAC 5-21.7-6; 405 IAC 5-21.7-7; 405 IAC 5-21.7-8; 405 IAC 5-21.7-
9; 405 IAC 5-21.7-10; 405 IAC 5-21.7-11; 405 IAC 5-21.7-12; 405 IAC 5-21.7-13; 405 IAC 5-21.7-14; 405 IAC 5-
21.7-15; 405 IAC 5-21.7-16; 405 IAC 5-21.7-17; 405 IAC 5-21.7-18; 405 IAC 5-21.7-19; 405 IAC 5-21.7-20; 405
IAC 5-21.7-21; 405 IAC 5-21.8-2; 405 IAC 5-21.8-3; 405 IAC 5-21.8-4; 405 IAC 5-21.8-5; 405 IAC 5-21.8-6; 405
IAC 5-21.8-7; 405 IAC 5-21.8-8; 405 IAC 5-21.8-9; 405 IAC 5-21.8-10; 405 IAC 5-21.8-11; 405 IAC 5-22-1; 405
IAC 5-22-2; 405 IAC 5-22-6; 405 IAC 5-22-7; 405 |IAC 5-22-8; 405 IAC 5-22-9; 405 IAC 5-22-10; 405 IAC 5-22-
11; 405 IAC 5-23-2; 405 IAC 5-23-3; 405 IAC 5-23-4; 405 IAC 5-24-1; 405 IAC 5-24-3; 405 IAC 5-24-4; 405 IAC
5-24-6; 405 IAC 5-24-7; 405 IAC 5-24-9; 405 IAC 5-24-13; 405 IAC 5-25-1; 405 IAC 5-25-2; 405 IAC 5-25-4;
405 IAC 5-26-5; 405 IAC 5-26-6; 405 IAC 5-26-7; 405 IAC 5-26-10; 405 IAC 5-27-1; 405 IAC 5-28-1; 405 IAC 5-
28-4; 405 IAC 5-28-5; 405 IAC 5-28-8; 405 IAC 5-28-9; 405 IAC 5-29-1; 405 IAC 5-30-1; 405 IAC 5-30-2; 405
IAC 5-30-3; 405 IAC 5-30-4; 405 IAC 5-30-5; 405 IAC 5-30-6; 405 IAC 5-30-7; 405 IAC 5-30-8; 405 IAC 5-30-9;
405 IAC 5-30-10; 405 IAC 5-31-1; 405 IAC 5-31-1.1; 405 IAC 5-31-4; 405 IAC 5-31-4.5; 405 IAC 5-31-5; 405
IAC 5-31-9; 405 IAC 5-34-1; 405 IAC 5-34-2; 405 IAC 5-34-3; 405 IAC 5-34-4; 405 IAC 5-34-4.1; 405 IAC 5-34-
4.2; 405 IAC 5-34-5; 405 IAC 5-34-6; 405 IAC 5-34-7; 405 IAC 5-34-8; 405 IAC 5-34-9; 405 IAC 5-34-10; 405
IAC 5-34-11; 405 IAC 5-34-12; 405 IAC 5-36-1; 405 IAC 5-36-3; 405 IAC 5-37-3; 405 IAC 5-38-4
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SECTION 1. 405 IAC 1-1-1 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-1-1 Definitions

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 4-6-10; IC 12-13-7-3; IC 12-15; IC 16-19; IC 16-21; IC 16-28; IC 16-29-4-2

Sec 1. (a)

7—}4—9—The defrnrtrons in thrs sectlon apply throughout thls artlcle

(b) "Attending physician" means a physician who is responsible for developing and maintaining the plan of
care for a Medicaid patient.

© ’ .
reerurrements—et—#@—lA%—%—#"CMS" means the Centers for Medlcare and Medlcald Servrces afederal
agency within the United States Department of Health and Human Services.

departmentpursuantteic 1217171 "CRMNF" means a comprehenswe rehab|l|tat|ve management needs
facility as defined in 460 IAC 9-1-2.

"ICF/IID" or "ICFs/IID" means an institution or |nst|tut|ons for |nd|V|duaIs with mtellectual dlsabllltles as
described in IC 16-29-4-2, or a medical institution or that portion thereof providing such care, which is
gualified as such an institution pursuant to the provisions of Title XIX of the Social Security Act.

"IMFCU" means the Medlcald fraud control unlt establlshed by the Indlana attorney general under the
authority of IC 4-6-10 et seq.

mtermed+ate—|evel—et—eare—"Med|ca|d" means that program descnbed by IC 12 15 and thrs t|tIe in WhICh the
office administers benefits and makes payments to providers for covered services provided to members.

means an |nd|V|duaI Who has been determlned by the offlce to be eI|g|bIe for payment of covered services
pursuant to IC 12-15.

-"Nursing
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facility" means a comprehensive care facility licensed under IC 16-28, or a hospital based long term care
facility licensed under IC 16-21 and enrolled as a Medicaid provider.

() "Nursing facility services" has the meaning set forth in 405 IAC 5-31-1.1.

(m) "Office” means the Indiana family and social services administration and its offices, divisions, or
designees.

(n) "Parameter" means the maximum amount or duration, or both, of a service within appropriate
limits for which payment may be made without prior authorization or exception due to medical necessity
or contraindications.

(o) "Prior authorization" has the meaning set forth in 405 IAC 5-2-20.

(p) "Provider" means an individual, state agency, local agency, corporate entity, or business entity
that has been enrolled in Medicaid pursuant to 405 IAC 5-4.

(q) "Provider manual” means the interpretive document or documents issued by the office to
providers to inform them of their obligations under Medicaid to which they must conform to retain their
provider status and receive payment for appropriate services, and to provide them essential information
for understanding Medicaid as it relates to the services for which they are qualified to provide under the
state statutes.

(r) "Third party" means an insurer, individual, institution, corporation, or public or private agency who
is or may be liable to pay all or part of the medical costs of injury, disease, or disability of an applicant or
recipient of Medicaid.

(s) "Usual and customary charge" means the amount a provider offers to charge the general public for
a service or supply, including applicable offered discounts. General public does not include individuals
who are enrolled in or a member of an insurance plan that covers the services or supplies in question, or
receive a discount of the services or supplies through a program with selective criteria that disqualify
certain individuals from eligibility in the program.

(Office of the Secretary of Family and Social Services; Title 5, Ch 1, Reg 5-101,; filed Feb 10, 1978, 11:20 a.m.:
Rules and Regs. 1979, p. 248; filed Sep 29, 1982, 3:19 p.m.: 5 IR 2321, filed Mar 14, 1986, 4:35 p.m.: 9 IR 1856;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA, readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA) NOTE:
Transferred from the Division of Family and Children (470 IAC 5-1-1) to the Office of the Secretary of Family and
Social Services (405 IAC 1-1-1) by P.L.9-1991, SECTION 131, effective January 1, 1992.

SECTION 2. 405 IAC 1-1-2 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-1-2 Choice of provider and use of Medicaid card

Authority: IC 12-13; IC 12-15
Affected: IC 12-13-2-3; IC 12-13-7-3; IC 12-15-12; IC 12-15-28-1

Sec. 2. (a) The reeipient member shall have free choice of providers for services provided in the state of
Indiana and for services provided outside the state on an emergency basis, except as provided in subsections (b)
through (c). Services to be provided outside the state, except for those out-of-state areas that have been

designated by the office, ef-Medicaid-pelicy-and-planning-{office); which are not of an emergency nature, require
prior appreval authorization of the office.

(b) In the event the office implements a managed care program, the reeipient member shall select a managed
care provider who is responsible for coordinating the reeipienrt's member's health care needs. If a reeipient
member fails to select a managed care provider within a reasonable time after being furnished a list of managed
care providers by the office, the office shall assign a managed care provider to the reeipiert: member. A Medicaid
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reeipient member may not receive services from a provider other than the designated managed care provider
except in the following cases:
(1) Medical emergencies.
(2) Where the managed care provider has authorized referral services in writing.
(3) Where specific services are excluded from coverage under the managed care program.
(4) Where specific services covered under the managed care program can be accessed through self-referral
by reeipients; members, as designated in |IC 12-15-12 et seq.

(c) In the event that the office determines that a Medicaid reeipient member has utilized any Medicaid
coverage service or supply at a frequency or amount not medically reasenable-er necessary, the office may
restrict the benefits available to the Medicaid reeipiert member for a period of two (2) years by noting any
restrictions on the face of the reeipienrt's member's Medicaid card. The office may restrict the Medicaid reeipient's
member's benefits by:

(1) requiring that the reeipient member only receive benefits from the provider or providers noted on the

Medicaid card, except as specifically approved in advance by the office; or

(2) prohibiting the reeipient member from receiving:

(A) any specific services noted on the card; or
(B) services from any specific provider or providers noted on the card.

(d) Not later than two (2) years after a Medicaid reeipierts member's benefits have been restricted, the office
will review the Medicaid reeipients member's case and continue the Medicaid reeipients member's restricted
benefits if review of documented services indicates continued misutilization of Medicaid coverage services or
supplies. The continued period of restriction will again be for a period of two (2) years, after which the Medicaid
reeipient's member's case will be reviewed and the restriction may again be renewed.

(e) A Medicaid reeipienrt member affected by the initial restriction under subsection (c) or continued restriction
of benefits under subsection (d) may appeal the restrictions. Reeipient Member appeal rights shall be those
provided for in 42 CFR as required by IC 12-15-28-1, and the notice and hearing will be in accordance with the
requirements of 42 CFR 431.200 et seq. and 405 IAC 1.1-1-3.

(f) Before providing any Medicaid covered service, each Me¢ieaid provider shall check the Medicaid card of
the individual for whom the provider is performing the service. Failure to do so would result in denial of the
provider's claim if the individual is not eligible or the service is not authorized. In checking the Medicaid card, the
provider must determine all of the following:

(1) The Medicaid card is valid for the month in which the service is being provided.

(2) The individual whose name appears on the Medicaid card is the same individual for whom the service is

being performed.

(3) No restriction or restrictions appearing on the Medicaid card would prohibit the provider from performing

the requested service.

(Office of the Secretary of Family and Social Services; Title 5, Ch 1, Reg 5-102; filed Feb 10, 1978, 11:20 a.m.:
Rules and Regs. 1979, p. 249; filed Oct 7, 1982, 3:50 p.m.: 5 IR 2344; filed May 22, 1987, 12:45 p.m.: 10 IR
2280, eff Jul 1, 1987; filed Aug 22, 1994, 10:00 a.m.: 18 IR 86; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR
3822; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA, filed Nov 4, 2011, 3:59 p.m.:
20111130-IR-405110318FRA,; filed Feb 17, 2012, 10:42 a.m.: 20120314-IR-405110724FRA; readopted filed Oct
28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA) NOTE: Transferred from the Division of Family and Children
(470 1AC 5-1-2) to the Office of the Secretary of Family and Social Services (405 IAC 1-1-2) by P.L.9-1991,
SECTION 131, effective January 1, 1992.

SECTION 3. 405 IAC 1-1-3 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-1-3 Filing of claims; filing date; waiver of limit; claim auditing; payment liability; third party
payments

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2

Affected: IC 12-13-7-3; IC 12-15

Sec. 3. (a) Filing-of-ClaimsferReimbursement All provider claims for payment for services rendered to
recipients members must be originally filed with the Medicaid-eontracter office within twelve (12) months of the
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date of the provision of the service. A Medieaid provider who is dissatisfied with the amount of his reimbursement
may appeal under the provisions of 470 IAC 1-4. However, prior to filing such an appeal, the provider must either:
(1) resubmit the claim if the reason for denial of payment was due to incorrect or inaccurate billing by the
provider;
(2) submit, if appropriate, an adjustment request to the Medicaid-Contracters-Adiustment-and-Reselution-Unit
office; or
(3) submit a written request to the Medicaid-eentracter; office, stating why the provider disagrees with the
denial or amount of reimbursement.

(b) All requests for payment adjustments arefer or reconsideration, or both, of a claim that has been denied
must be submitted to the Medicaid-contracter office within sixty (60) days of the date of notification that the claim
was paid or denied. In order to be considered for payment, each subsequent claim resubmission or adjustment
request must be submitted within sixty (60) days of the most recent notification that the claim was paid or denied.
The date of notification shall be considered to be three (3) days following the date of mailing from the Medieaid
eentracter: office. All claims filed after twelve (12) months of the date of the provision of the service, as well as
claims filed after sixty (60) days of the date of notification that the claim was paid or denied shall be rejected for
payment unless a waiver has been granted. In extenuating circumstances a waiver of the filing limit may be
authorized by the eentractor-or-SBPW office when justification is provided to substantiate why the claim could not
be filed or refiled within the filing limit. Some examples of situations considered to be extenuating circumstances
are:

(1) eentracter-state-erceunty office error or action that has delayed payment;

(2) reasonable and continuous attempts on the part of the provider to resolve a claim problem;

(3) reasonable and continuous attempts on the part of the provider to first bill and collect from a third party

liability source before billing Medicaid; or

(4) failure of Medicare/Medicaid claims to cross over.

(c) The fact that the provider was unaware the reetpient member was eligible for assistance at the time
services were rendered is an acceptable reason for waiving the filing limitation only if the following conditions are
met:

(1) The provider's records document that the reeipient member refused or was physically unable to provide his

the member's Medicaid number.

(2) The provider can substantiate that ke the provider continually pursued reimbursement from the patient

until such time Medicaid eligibility was discovered.

(3) The provider billed the Medicaid, pregram; or otherwise contacted Medicaid in writing regarding the

situation within sixty (60) days of the date Medicaid eligibility was discovered.

In situations in which a patient receives a Medicaid covered service and then subsequently is determined to be
eligible, retroactive to the date of service or before, a waiver of the filing limit, where necessary, may be granted if
the provider bills Medicaid within one (1) year of the date of the retroactive eligibility determination. In situations
where a reeipient member receives a service outside Indiana by a provider who has not yet been enrolled or has
not received a provider manual at the time services were rendered, the claims filing limitation may be waived,
subject to approval by the SBPW- office. Such situations will be reviewed on an individual basis by the SBPW
office to ascertain if the provider made a good faith effort to enroll and submit claims in a timely manner.

(d) Slaim-Auditing All claims filed for reimbursement shall be reviewed prior to payment by the departmentor
#tis-fiseal-contractor; office for completeness, including required documentation, appropriateness of services and

charges, application of third party obligations, statement of prior authorization when required, and other areas of
accuracy and appropriateness as indicated.

(e) Paymenttiability Medicaid is only liable for the payment of claims filed by providers who were eertified
enrolled providers at the time the service was rendered and for services provided to persons who were enrolled
in the Medicaid pregram as eligible reeipients members at the time service was provided. Payment may be made
for services rendered during any one (1) or all of the three (3) months preceding the month of Medicaid
application if the patient is found to be eligible during such period. As-a-—cerrelation-te-thisnen-—certified
Non-enrolled providers giving the retroactive service must file a provider application retroactive to the beginning
date of eligible service and meet provider eertificationr enroliment requirements during the retroactive period. A
claim for services which requires prior authorization by the department office provided during the retroactive
period will not be paid unless such services have been reviewed and approved by the department office prior to
payment. The claim will not be paid if the services provided are outside the service parameters as established by

the department: office.
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(f) Third party payment is as follows:

(1) Resources from health insurance plans available to the reetpient member shall apply first to defraying the
cost of medical services before any share of the Medicaid claim for payment is approved. Such resources
shall include, but not be limited to, Medicare, Civilian Health and Medical Plan for Uniform Services
(CHAMPUS), other health insurances, and Werkman's Worker's Compensation. A provider of services to a
reeipient member shall not submit a claim for reimbursement by Medicaid until ke the provider has first
ascertained whether any such resource may be liable for all or part of the cost of the services and has sought
reimbursement from that resource. With approval of the state-department; office, a Medicaid claim may be
paid prior to third party payment when the liability of the third party is yet to be determined through court
proceedings, such as in paternity cases, or when the third party payment will not be available for an extended
period of time, with recoupment by the department office required when such third party resources become
available.

(2) Third party payments applied to the reeipient's member's cost of care shall be deducted from the total
payment allowable from Medicaid, with Medicaid paying only the balance. Reimbursement rates are
determined by the state-department office according to the requirements of federal and state laws governing
rate setting for Medicaid services and shall be accepted as party payor.

(g9) No Medicaid reimbursement shall be available for services provided to individuals who are not eligible
Medicaid reeipients members on the date the service is provided.

(h) No Medicaid reimbursement shall be available for services provided outside the parameters of a restricted
Medicaid card (see 424AC-5-1-2)- section 2 of this rule).

(i) A Medicaid provider shall not collect from a Medicaid reeipient member or from the family of the Medicaid
recipient member any portion of kis the charge for a Medicaid covered service which is not reimbursed by the
Irdiaha Medicaid pregram; except for copayment and any patient liability payment as authorized by law. (See 42
CFR 447.15)

(Office of the Secretary of Family and Social Services; Title 5, Ch 1, Reg 5-103; filed Feb 10, 1978, 11:20 a.m.:
Rules and Regs. 1979, p. 250; filed Oct 7, 1982, 3:54 p.m.: 5 IR 2345; filed Mar 14, 1986, 4:35 p.m.: 9 IR 1857;
filed Mar 15, 1988, 1:59 p.m.: 11 IR 2850; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed
Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA) NOTE: Transferred from the Division of Family and Children (470 IAC 5-1-3) to the
Office of the Secretary of Family and Social Services (405 IAC 1-1-3) by P.L.9-1991, SECTION 131, effective
January 1, 1992.

SECTION 4. 405 IAC 1-1-13 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-1-13 Subrogation of claims

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 13. Subregation: The Indiana-State Department-of RPublic-Welfare office shall be subrogated to all claims
by Medicaid reeipients members against third parties to the extent of Medicaid benefits received by the

reeipients; members, when the direct or proximate cause of the necessity to pay such benefits is the negligence
or other legal liability of such third parties.
Ic121716

(Office of the Secretary of Family and Social Services; 5-198; filed Mar 28, 1978, 8:55 a.m.: Rules and Regs.
1979, p. 320; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA, readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA) NOTE:
Transferred from the Division of Family and Children (470 IAC 5-1-11) to the Office of the Secretary of Family and
Social Services (405 IAC 1-1-13) by P.L.9-1991, SECTION 131, effective January 1, 1992.

SECTION 5. 405 IAC 1-1-14 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-1-14 Severability; governing provisions; effect of provision inconsistent or invalid with federal

Date: Dec 18,2024 8:31:52PM EST DIN: 20160518-IR-405150418PRA Page 7


http://www.in.gov/legislative/iac/iac_title?iact=470&iaca=5
http://www.in.gov/legislative/iac/irdin.pdf?din=20071010-IR-405070311RFA
http://www.in.gov/legislative/iac/irdin.pdf?din=20131127-IR-405130241RFA
http://www.in.gov/legislative/iac/iac_title?iact=470&iaca=5
http://www.in.gov/legislative/iac/iac_title?iact=405&iaca=1
http://www.in.gov/legislative/iac/iac_title?iact=405&iaca=1
http://www.in.gov/legislative/iac/iac_title?iact=405&iaca=1
http://www.in.gov/legislative/iac/ic?t=12&a=15&c=1&s=10
http://www.in.gov/legislative/iac/ic?t=12&a=15&c=1&s=15
http://www.in.gov/legislative/iac/ic?t=12&a=15&c=21&s=2
http://www.in.gov/legislative/iac/ic?t=12&a=13&c=7&s=3
http://www.in.gov/legislative/iac/ic?t=12&a=15
http://www.in.gov/legislative/iac/ic?t=12&a=1&c=7&s=16
http://www.in.gov/legislative/iac/irdin.pdf?din=20071010-IR-405070311RFA
http://www.in.gov/legislative/iac/irdin.pdf?din=20131127-IR-405130241RFA
http://www.in.gov/legislative/iac/iac_title?iact=470&iaca=5
http://www.in.gov/legislative/iac/iac_title?iact=405&iaca=1
http://www.in.gov/legislative/iac/iac_title?iact=405&iaca=1
http://www.in.gov/legislative/iac/iac_title?iact=405&iaca=1

Indiana Register
law

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 14. Severability- If any provision in #ad

this title is or shall become inconsistent with any subsequently enacted amendment to the federal Somal Secunty
Act or any regulation promulgated thereunder, the amendment to the Social Security Act or the regulation
promulgated thereunder shall govern until such time as the-tndiana-State-Department-ef Public-Welfare

Regulatiens this title can be amended. If any part of irdiara-State-Department-of-Public- Welfare Regulations
5-1064-et-seq- this title or the application of them it to any person, entity, or circumstance is held invalid, the

invalidity does not affect other provisions or applications of the-Regulations this title which can be given effect
without the invalid provision or application, and to this end rdiana-State-Department-ef Public-Welfare
Regulatiens-5-1014-et-seq- the parts of this title are severable.

e-12-4-2-2(¢)

11212 3(H)
1Ic324-715

(Office of the Secretary of Family and Social Services; Title 5,Ch 1,Reg 5-199; filed Feb 10, 1978, 11:20 a.m.:
Rules and Regs. 1979, p. 255; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007,
12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)
NOTE: Transferred from the Division of Family and Children (470 IAC 5-1-12) to the Office of the Secretary of
Family and Social Services (405 IAC 1-1-14) by P.L.9-1991, SECTION 131, effective January 1, 1992.

SECTION 6. 405 IAC 1-1-15 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-1-15 Third party liability; definitions

Authority: IC 12-15-1-10; IC 12-15-1-15; |C 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 15. (a) The following definitions are intended to apply only to 4264ACG-5-1-13: this section:
(1) "Final settlement" means payment of money from a third party liable for the injury, iliness, or disease of a
Medicaid+eeipient member whether by compromise, judgment, court order, or restitution, which payment is
intended as the total compensation for the injury, iliness, or disease caused by the liable third party.
(2) "Notice" means a written statement of the department's office's claim bearing:
(A) a certification that the person named in the notice is a reeipiert member of medical-assistanee;
Medicaid; and
(B) the signature of an authorized Medicaid employee.
(3) "Certification" means a statement authenticated by the seal of the state-department-efpublic-welare:
office.
(4) “Bepartments "Office's claim” means a statement of medieal-assistanee Medicaid payments made by the
department office for any Medicaid reeipienrt member which has been certified by an authorized Medicaid
employee.
(5) "Coordination of benefits" means all activities by which an insurer notifies or is notified by other insurers
andferthe or Medicaid, Pregram or both, that a claim has been received, for the purpose of establishing
primary liability, and/or if previous payment has been made on all or part of the claim.

(b) The department office has a lien upon any money or fund payable by any third party who is or may be
liable for the medical expenses of a Medicaid reeipient member when the department office provides medieal
assistanree: Medicaid. Circumstances under which the department office may assert its lien include, but are not
limited to, cases where Medicaid has made payment because:

(1) payment from a third party was not immediately available;

(2) there are disputes and delays in the coordination of benefits;

(3) the third party was not identified,;

(4) the department office erroneously made payment before the third party or all other parties had made

payment;

(5) a court order has been issued; or

(6) the reeipient member asserts a claim against a third party who is or may be liable for the injury, iliness, or

disease of a Medicaid applicant or reeipient- member.
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(c) The department; office, acting in behalf of the Medicaid reeipient; member, may initiate an action against a
third party that is or may be liable for the injury, iliness, or disease of a Medicaid reeipienrt member because:

(1) the reeipient member has not done so; and

(2) the time remaining under the statute of limitations for the action is six (6) months or less.

(d) In perfecting its lien, the department office shall take the following action before the third party makes final
settlement to the Medicaid reeipiert member as total compensation for the reeipienrt's member's injury, iliness, or
disease:

(1) serve notice:

(A) to third parties in the manner described in paragraph subsection (e); belew: and/or
(B) to insurers in the manner described in either subsection (€)(3)(C) efthisseetion or subseetion (f) as
deemed appropriate by the department: office; and

(2) file a claim which:

(A) shows the amount of payment made at the time notice is served,;

(B) is updated at not less than yearly intervals and shows the total of all identified expenditures and/or
average daily cost of the individual's care;

(C) is prepared by the department's-staf-erthefisecal-contractors office's staff; or

(D) is a hard copy of computer generated claims payment records; and

(E) is certified by an authorized Medicaid employee.

(e) The department office may perfect its lien by serving notice to third parties in the following manner:
(1) Filing a written notice in the Marion County Circuit Court stating the following:

(A) The name and address of the reeipient; member.

(B) That the individual is eligible for medicat-assistaree; Medicaid.

(C) The name of the person or third party alleged to be liable to the injured, ill, or diseased reeipient:

member.
(2) Sending a copy of the notice filed in the Marion County Circuit Court by certified mail to the third party.
(3) Sending a copy of the notice to the following persons or entities if the appropriate names and addresses
are determined:

(A) The reeipient; member.

(B) The reeipient's member's attorney. anrd

(C) The insurer or other third parties.

(f) The department office may serve notice to insurers and/or initiate the coordination of benefits by mailing a
notice to the insurer whieh-is: that:
(1) is on state letterhead; ard
(2) is sent by certified mail; and
(3) whieh includes, if reasonably available to the department; office, the following information pertaining to the
Medicaid reeipient: member:
(A) name of employer;
(B) name of policyholder;
(C) employee identification number; and
(D) claim certificate number.

(g) When an insurer has received the notice specified in subsection (e)(3)(C) efthisseetion or subseetion (f)
abeve prior to making payment on a claim, and the insurer is liable for part or all of a Medicaid reeipient's
member's medical expenses, the insurer shall coordinate the benefits with the department office and:

(1) pay the provider of service for bills submitted by the provider unless the department office certifies that it

has already paid the bill;

(2) reimburse the department office for claims submitted by the department: office; or

(3) reimburse the department office if the provider and the department office submit claims for the same

services.

(h) An insurer that is put on notice of a claim by the department office under either subsection (g)(1), &
(9)(2), or £3} (9)(3) and proceeds to pay the claim to a person or entity other than the department office is not
discharged from payment of the departments office's claim.

(i) Once the Medicaid pregram has been reimbursed for the departments office's claim by the insurer, the
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insurer has discharged its responsibility for that claim. Neither the insurer nor the reeipient member shall be held
liable for any remaining balance. For any provider seeking adjustments in payment, recourse is limited to an
administrative appeal as provided by 470 IAC 1-4.

()) The rules set forth in subsection (g) abeve shall also apply when the reeipient member notifies the insurer
that he the member has received medicalassistanee Medicaid from the department: office. In this case, the
insurer is required to initiate coordination of benefits with the department: office.

(k) Any clause in any insurance contract which excludes payment when the contract beneficiary is eligible for
medieal-assistanee Medicaid is void and the insurer shall make payments described in subsection (g). abeve-

() The department office may waive its lien, at its discretion.

(Office of the Secretary of Family and Social Services; 405 IAC 1-1-15; filed Sep 29, 1982, 3:09 p.m.: 5 IR 2322;
filed May 22, 1987, 12:45 p.m.: 10 IR 2282, eff Jul 1, 1987; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822;
readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA) NOTE: Transferred from the Division of Family and Children (470 IAC 5-1-13) to
the Office of the Secretary of Family and Social Services (405 IAC 1-1-15) by P.L.9-1991, SECTION 131,
effective January 1, 1992.

SECTION 7. 405 IAC 1-1-16 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-1-16 Insurance information; release

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15-29

Sec. 16. (a) "Insurer" means any insurance company, prepaid health care delivery plan, self funded employee
benefit plan, pension fund, retirement system, group coverage plan, blanket coverage plan, franchise insurance
coverage plan, individual coverage plan, family-type insurance coverage plan, Blue Cross/Blue Shield plan, group
practice plan, individual practice plan, labor-management trusteed plans, union welfare plans, employer
organization plans, employee benefit organization plans, governmental program plans, fraternal benefits
societies, Indiana Comprehensive Health Insurance Association plans, any plan or coverage required or provided
by any statute, or similar entity that:

(1) is doing business in this state; and

(2) is under an obligation to make payments for medical services as a result of an injury, illness, or disease

suffered by a Medicaid reeipient: member.

(b) In accordance with {&-32-4+-724-1; IC 12-15-29-1, a Medicaid applicant or reetpient member or one legally
authorized to seek Medicaid benefits on behalf of the applicant or reeipient member shall be considered to have
authorized all insurers to release to the department office all available information needed by the department
office to secure or enforce its rights pertaining to third party liability collection.

(c) Every insurer shall provide to the department; office, upon written request, information pertaining to
coverage andfer or benefits, or both, paid or available to an individual under an individual, group, or blanket
policy or certificate of coverage when the department office certifies that such individual is an applicant for or a
recipient member of mediealassistanree: Medicaid. Information, to the extent available, regarding the insured
may include, but need not be limited to:

(1) name, address, and Social Security number of the insured;

(2) policy numbers, the terms of the policy, and the benefit code;

(3) names of covered dependents whom the state certifies are applicants or reeipients: members;

(4) name and address of employer, other person, or organization which holds the group policy;

(5) name and address of employer, other person, or organization through which the coverage was obtained;

(6) benefits remaining available under the policy including, but not limited to, coverage periods, life time days,

life time funds;

(7) the deductible, and the amount of deductible outstanding for each benefit at the time of the request;

(8) any additional coinsurance information which may be on file;

(9) copies of claims when requested for legal proceedings;
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(10) copies of checks and their endorsements when these documents are needed as part of an investigation
of a reeipient-andfer member or provider, and or both;
(11) other policy information which the department office certifies in writing is necessary to secure and
enforce its rights pertaining to third party liability collection;
(12) carrier information, including:
(A) name and address of carrier;
(B) adjustor's name and address; and
(C) policy number andfer or claim number, or both; and
(13) claims information, including:
(A) identity of the individual to whom the service was rendered;
(B) identity of the provider rendering services;
(C) identity and position of provider's employee rendering said services, if necessary for claims processing;
(D) date on which said services were rendered; and
(E) a detailed explanation of charges and benefits.

(Office of the Secretary of Family and Social Services; 405 IAC 1-1-16; filed Sep 29, 1982, 3:21 p.m.: 5 IR 2320;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.; 20131127-IR-405130241RFA) NOTE:
Transferred from the Division of Family and Children (470 IAC 5-1-14) to the Office of the Secretary of Family and
Social Services (405 IAC 1-1-16) by P.L.9-1991, SECTION 131, effective January 1, 1992.

SECTION 8. 405 IAC 1-1.6-1 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-1.6-1 Scope

Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-21-3
Affected: |IC 12-15

Sec. 1. (a) This rule applies to disputes relating to claims submitted to risk-based managed care organizations
(MCOs) contracted with the office ef-Medicaid-pelicy-and-planrning{effice} by providers who are not contracted
with the MCO and who provide services to a Medicaid reeipient member enrolled in a risk-based managed care
plan.

(b) This rule governs the procedures for a provider's objection to a determination by the MCO involving the
provider's claim, including a provider's objection to:

(1) any determination by the MCO regarding payment for a claim submitted by the provider, including the

amount of such payment; or

(2) the MCO's determination that a claim submitted by the provider lacks sufficient supporting information,

records, or other materials.

(c) The procedures in this rule may, at the election of a provider, be utilized to determine the payment due for
a claim in the event the MCO fails, within thirty (30) days after the provider submits the claim, to notify the
provider of its determination:

(1) regarding payment for the provider's claim; or

(2) that the provider's claim lacked sufficient supporting information, records, or other materials.

(Office of the Secretary of Family and Social Services; 405 IAC 1-1.6-1; filed Nov 10, 2004, 3:15 p.m.: 28 IR 816;
readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA, readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 9. 405 IAC 1-3-2 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-3-2 Intermediate level of care criteria

Authority: IC 12-15-1-1; 1C 12-15-1-10
Affected: IC 12-15-5-1

Sec. 2. (a) Intermediate nursing care includes care for patients with long term illnesses or disabilities which are
relatively stable, or care for patients nearing recovery and discharge who continue to require some professional
medical or nursing supervision and attention. Intermediate care services encompass a range of services from
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those below skilled level services to those above room and board level services. The determination of the
differences between the skilled and intermediate level of care is based upon the patient's condition, along with the
complexity and range of medical services required by the patient on a daily basis. The provision of room, food,
laundry, and supervision of activities of daily living do not, in and of themselves, qualify as intermediate care.

(b) Intermediate care includes room, food, laundry, and professional supervision of activities for protection and
safety, along with combinations of the following:

(1) Assistance with ambulation.

(2) Assistance with transfers and positioning.

(3) Assistance with general bathing and hygiene.

(4) Assistance with eating.

(5) Assistance with dressing.

(6) Assistance with toileting/incontinence care.

(c) Intermediate services require some professional supervision, but may be performed by properly trained
nonprofessional personnel. The following illustrated services are generally of a supportive nature and are less
than skilled level services:

(1) Administration of routine oral medications, eye drops, ointment, or any combination of all of these.

(2) Injections which usually can be self-administered, such as the well-regulated diabetic who receives daily

insulin injections. The administration of an occasional or PRN (as needed) intramuscular injection would be

considered appropriate for intermediate level of care.

(3) General maintenance care of colostomy or ileostomy, including cleaning colostomy, changing colostomy

bags, or routine use of equipment.

(4) Routine insertion and maintenance for patency of indwelling catheters.

(5) Changes of dressings in noninfected, postoperative, or chronic conditions.

(6) Prophylactic and palliative skin care, including bathing and application of medical creams or treatment of

minor skin conditions.

(7) Administration of oxygen, after initial phases for a stable, chronic condition.

(8) Routine care of plaster cast and brace patients, including hip spica or body casts.

(9) Heat as palliative treatment.

(10) Provision and supervision of restorative measures.

(12) Provision of skilled services or procedures when the resident's overall condition does not require the

intensity of professional nursing services necessary for skilled level of care.

(12) Twenty-four (24) hour a day supervision or direct assistance to maintain safety due to confusion or

disorientation that is not related to, or a result of, mental iliness.

(d) Fretndiana Medicaid pregram does not make reimbursement for services below the intermediate level of
care.

(Office of the Secretary of Family and Social Services; Long Term Care Facilities Ill; filed Feb 10, 1978, 11:20
a.m.: Rules and Regs. 1979, p. 272; filed Mar 15, 1988, 1:59 p.m.: 11 IR 2854, filed Mar 10, 1993, 5:00 p.m.: 16
IR 1794; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA) NOTE:
Transferred from the Division of Family and Children (470 IAC 5-3-3) to the Office of the Secretary of Family and
Social Services (405 IAC 1-3-2) by P.L.9-1991, SECTION 131, effective January 1, 1992.

SECTION 10. 405 IAC 1-4.2-1 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-4.2-1 Policy; scope

Authority: IC 12-15-21-1; |C 12-15-21-3
Affected: IC 12-15-13-2

Sec. 1. (a) This rule provides general information regarding the criteria for providing home health services to
Medicaid reeipients members and sets forth the criteria for reimbursement for services rendered to Medicaid
reeipients members by home health agencies. The information and procedures contained in this rule apply to
Medieaid home health providers licensed by the Indiana state department of health and enrolled as Medicaid
providers. Continued participation in the Medicaid pregram and payment for services are contingent upon
maintenance of state licensure and compliance with the Medicaid provider agreement.
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(b) In accordance with federal law, reimbursement for home health services will be consistent with efficiency,
economy, and quality of care and sufficient to enlist enough providers so that care and services are available to
Medicaid recipients at least to the extent that such care and services are available to the general population in the
geographic area.

(Office of the Secretary of Family and Social Services; 405 IAC 1-4.2-1; filed Jul 18, 1996, 3:00 p.m.: 19 IR 3375;
filed Oct 8, 1998, 12:23 p.m.: 22 IR 433; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep
19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 11. 405 IAC 1-4.2-2 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-4.2-2 Definitions
Authority: IC 12-15-5-11; IC 12-15-21
Affected: IC 12-15-13-2

Sec. 2. (a) The definitions in this section apply throughout this rule.

(b) "Center for Medicare & Medicaid Services Home Health Agency Market Basket" means the index of that
name published quarterly by Global Insight.

£ (c) "Home health agency" or "HHA" means an agency licensed by the-trdiara-state-department-ef-health
ISDH to provide home health care and enrolled as a Medieaid provider.

{e} (d) "Home health care" means health care provided to Medicaid recipients who are medically confined to
the home as certified by the attending or primary physician.

6 (e) "Hours worked" means the number of total hours paid for home health agency personnel, less the
number of hours paid for vacation, holiday, and sick pay.

&y (f) "Overhead cost rate" means the flat, statewide rate for all allowable costs not reimbursed through the
staffing rate.

) (9) "Semivariable cost" means that portion of the overhead cost that is reallocated from the overhead cost
to the staffing cost. It consists of the following:

(1) Direct supervision.

(2) Routine medical supplies.

(3) Transportation.

(4) Any other semivariable expenses that must be covered by Medicaid under federal law.

g (h) "Staffing cost rate” means the service-specific wage and benefit rate paid per billable hour and based
upon standard personnel-related costs that are a function of staff time spent in the performance of patient care
activities.

& (i) "Telehealth services" means the use of telecommunications and information technology to provide
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access to health assessment, diagnosis, intervention, consultation, supervision, and information across a
distance.

(Office of the Secretary of Family and Social Services; 405 IAC 1-4.2-2; filed Jul 18, 1996, 3:00 p.m.: 19 IR 3375;
filed Jan 9, 1997, 4:00 p.m.: 20 IR 1116; filed Oct 8, 1998, 12:23 p.m.: 22 IR 433; readopted filed Jun 27, 2001,
9:40 a.m.: 24 IR 3822; filed Jun 18, 2007, 11:38 a.m.: 20070718-IR-405070031FRA,; readopted filed Sep 19,
2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA,; filed Sep 19, 2014, 3:22 p.m.: 20141015-IR-405140194FRA)

SECTION 12. 405 IAC 1-4.2-3 1S AMENDED TO READ AS FOLLOWS:

405 IAC 1-4.2-3 Home health care services; general information

Authority: IC 12-15-5-11; IC 12-15-21
Affected: IC 12-15-13-2

Sec. 3. (a) rdiana Medicaid will reimburse HHA providers for the following home health services:

(1) Skilled nursing performed by a registered nurse or licensed practical nurse.

(2) Home health aide services.

(3) Physical and occupational therapies.

(4) Speech pathology services.

(5) Renal dialysis.

(6) Telehealth services.
The services in this subsection must be performed in the home and provided within the limitations set forth in 405
IAC 5-16.

(b) Except as provided in subsection (c), all home health services require prior authorization by submitting a
properly completed written request to the office. erits-eentracter: Prior authorization procedures for home health
care are set forth in 405 IAC 5-16-3 and 405 IAC 5-16-3.1.

(c) Prior authorization may be obtained by telephone under the circumstances and subject to the limitations
set forth in 405 IAC 5-3-2(b)(3). Services ordered in writing by a physician prior to the patient's discharge from a
hospital within the limitations set forth in 405 IAC 5-3-12(2) do not need prior authorization.

(Office of the Secretary of Family and Social Services; 405 IAC 1-4.2-3; filed Jul 18, 1996, 3:00 p.m.: 19 IR 3376;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Jun 18, 2007, 11:38 a.m.:
20070718-1R-405070031FRA,; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA,;
readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA, filed Sep 19, 2014, 3:22 p.m.:
20141015-1R-405140194FRA)

SECTION 13. 405 IAC 1-4.2-3.1 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-4.2-3.1 Financial report to office; annual schedule; extensions; penalty for untimely filing

Authority: IC 12-15-21-1; IC 12-15-21-3
Affected: IC 12-15-13-2; |C 12-15-22-1

Sec. 3.1. (a) Each provider shall submit an annual financial report to the office not later than one hundred fifty
(150) days after the close of the provider's reporting year. The annual financial report shall coincide with the fiscal
year used by the provider to report federal income taxes for the operation unless the provider requests in writing
that a different reporting period be used. Such a request shall be submitted within six (6) days after the initial
certification of a provider. This option may be exercised only one (1) time by a provider. If a reporting period other
than the tax year is established, audit trails between the periods are required, including reconciliation statements
between the provider's records and the annual financial report.

(b) Extension of the one hundred fifty (150) day filing period shall not be granted unless the provider
substantiates to the office circumstances that preclude a timely filing. Requests for extensions shall be submitted
to the office, prior to the date due, with full and complete explanation of the reasons an extension is necessary.
The office shall review the request for extension and notify the provider of approval or disapproval within ten (10)
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days of receipt. If the request for extension is disapproved, the report shall be due twenty (20) days from the date
of receipt of the disapproval from the office.

(c) When an annual financial report is thirty (30) days past due and an extension has not been granted,
payment for all #adiana Medicaid claims filed by the provider shall be withheld effective on the first day of the
month following the thirtieth {38tk} day the annual financial report is past due. Payment shall continue to be
withheld until the first day of the month after the delinquent annual financial report is received by the office. After
receipt of the delinquent annual financial report, the dollar amount paid to the provider for the claims that were
withheld shall be reduced by ten percent (10%). Reimbursement lost because of the ten percent (10%) penalty
cannot be recovered by the provider.

(d) When an annual financial report is sixty (60) days past due and an extension has not been granted, the
office shall notify the provider that the provider's participation in the-tadiana Medicaid pregram shall be terminated.
The termination shall be effective on the first day of the month following the ninetieth {36th} day the annual
financial report is past due unless the provider submits the delinquent annual financial report before that date.

(Office of the Secretary of Family and Social Services; 405 IAC 1-4.2-3.1; filed Jan 9, 1997, 4:00 p.m.: 20 IR
1117, filed Oct 8, 1998, 12:23 p.m.: 22 IR 434; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted
filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 14. 405 IAC 1-4.2-4 1S AMENDED TO READ AS FOLLOWS:

405 IAC 1-4.2-4 Home health care services; reimbursement methodology

Authority: IC 12-15
Affected: IC 12-15-13-2; |C 12-15-22-1

Sec. 4. (a) Home health agencies will be reimbursed for covered services provided to Medicaid reeipients
members through standard, statewide rates, computed as:
(1) one (1) overhead cost rate per provider, per reeipiert; member, per day; plus
(2) the staffing cost rate multiplied by the number of hours spent in the performance of billable patient care
activities;
to equal the total reimbursement per visit.

(b) The overhead cost rate is a flat, statewide rate based on ninety-five percent (95%) of the statewide median
overhead cost per visit. The statewide median overhead cost per visit is derived in the following manner:

(1) Determine for each HHA total patient-related costs submitted by HHA providers on forms prescribed by the

office, less direct staffing and benefit costs, divided by the total number of HHA visits during the Medicaid

reporting period for that provider. The result of this calculation is an overhead cost per visit for each HHA.

(2) Array all HHA providers in the state in accordance with their overhead cost per visit, from the highest to the

lowest cost.

(3) The statewide median overhead cost per visit is the cost of the agency at the point in the overhead cost

array at which one-half (1/2) of the overhead cost observations are from higher-cost agencies and one-half

(1/2) are from lower-cost agencies.

(c) The staffing cost rate is a flat, statewide rate based on ninety-five percent (95%) of the statewide median
direct staffing and benefit costs per hour for each of the following disciplines:

(1) Registered nurse.

(2) Licensed practical nurse.

(3) Home health aide.

(4) Physical therapist.

(5) Occupational therapist.

(6) Speech pathologist.

(d) The statewide median direct staffing and benefit costs per hour is derived in the following manner:
(1) Determine for each HHA total patient-related direct staffing and benefit costs submitted by HHA providers
on forms prescribed by the office, divided by the total number of HHA hours worked during the Medicaid
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reporting period for that provider for each discipline. The result of this calculation is a staffing cost rate per
hour for each HHA and discipline.

(2) Array all HHA providers in the state in accordance with their staffing cost rate per hour for each discipline,
from the highest to the lowest.

(3) The statewide median staffing cost rate per hour for each discipline is the cost of the agency at the point in
the staffing cost array in which one-half (1/2) of the cost observations are from agencies with higher staffing
rates per hour and one-half (1/2) are from agencies with lower staffing rates per hour.

(e) All HHAs must keep track of and make available for audit total hours paid and hours paid relating to
vacation, holiday, and sick pay for all HHA personnel.

() Medicare-certified HHA providers are required to submit a Medicaid cost report on forms prescribed by the
office and the most recently filed Medicare cost report. Non-Medicare-certified HHA providers are required to
submit a Medicaid cost report on forms prescribed by the office and the latest fiscal year end financial statements.

(g) Rate setting shall be prospective, based on the provider's initial or annual cost report for the most recent
completed period. In determining prospective allowable costs, each provider's cost from the most recent
completed year will be adjusted for inflation using the Center for Medicare & Medicaid Services Home Health
Agency Market Basket index. The inflation adjustment shall apply from the midpoint of the initial or annual cost
report period to the midpoint of the next expected rate period.

(h) The semivariable cost will be removed from the overhead cost calculated in accordance with subsection (b)
and added to the staffing cost calculated in accordance with subsection (c), based on hours worked.

(i) Field audits will be conducted yearly on a selected number of home health agencies. Any audit adjustments
shall be incorporated into the calculation of agency costs to be included in the rate arrays.

() Financial and statistical documentation may be requested by the office. erits-eentractor- This
documentation may include, but is not limited to, the following:

(1) Medicaid cost reports.

(2) Medicare cost reports.

(3) Statistical data.

(4) Financial statements.

(5) Other supporting documents deemed necessary by the office. erthe+ate-setting-contracter
Failure to submit requested documentation within thirty (30) days of the date of the request may result in the
imposition of the sanctions described in section 3.1(c) and 3.1(d) of this rule and sanctions set forth in IC 12-15-
22-1.

(k) Retroactive repayment will be required when any of the following occur:
(1) A field audit identifies overpayment by Medicaid.
(2) The provider knowingly receives overpayment of a Medicaid claim from the office. In this event, the
provider must:
(A) complete appropriate Medicaid billing adjustment forms; and
(B) reimburse the office for the amount of the overpayment.

() Notwithstanding all other provisions of this rule, reimbursement rates shall be reduced, through June 30,
2017, by three percent (3%) for home health services that have been calculated under this rule.

(Office of the Secretary of Family and Social Services; 405 IAC 1-4.2-4; filed Jul 18, 1996, 3:00 p.m.: 19 IR 3376;
errata filed Sep 24, 1996, 3:20 p.m.: 20 IR 332; filed Jan 9, 1997, 4:00 p.m.: 20 IR 1117; filed Oct 8, 1998, 12:23
p.m.: 22 IR 434; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Jun 18, 2007, 11:38 a.m.:
20070718-1R-405070031FRA; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA;
readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA, filed Nov 8, 2013, 2:56 p.m.:
20131204-1R-405130422FRA,; filed Apr 29, 2015, 3:38 p.m.: 20150527-IR-405150034FRA)

SECTION 15. 405 IAC 1-4.2-6 IS AMENDED TO READ AS FOLLOWS:
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405 IAC 1-4.2-6 Telehealth services

Authority: 1IC 12-15-5-11; IC 12-15-21
Affected: IC 12-15-13-2; IC 12-15-22-1

Sec. 6. (a) Approved telehealth services are reimbursed separately from other home health agency services.
The unit of reimbursement for telehealth services provided by a home health agency is one (1) calendar day.

(b) Reimbursement is available for telehealth services as follows:

(1) One-time amount per client of fourteen dollars and forty-five cents ($14.45) related to an initial face-to-face
visit necessary to train the beneficiary member to appropriately operate the telehealth equipment.

(2) One (1) payment of nine dollars and eighty-four cents ($9.84) for each day the telehealth equipment is
used by a registered nurse (RN) to monitor and manage the client's care in accordance with the written order
from a physician.

(c) Rates for telehealth services shall not be adjusted annually.

(d) All equipment and software cost associated with the telehealth services must be separately identified on
the provider's annual cost report so that it may be removed from the calculation of overhead costs.

(Office of the Secretary of Family and Social Services; 405 IAC 1-4.2-6; filed Sep 19, 2014, 3:22 p.m.:
20141015-1R-405140194FRA)

SECTION 16. 405 IAC 1-4.3-1 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-4.3-1 Limitations or qualifications to Medicaid reimbursement; litigation expenses

Authority: IC 12-15-21-1; IC 12-15-21-3
Affected: IC 12-15-14-2

Sec. 1. (a) Notwithstanding 4854AC-1-4-4054AC-1-12,anrd4654AC1-14; any other sections of this article,
the criteria in this section apply to litigation expenses for nursing facilities, irtermediate-carefacilitiesforthe

mentallyretarded; ICFs/IID, and eemmunityresidentiaH-facilitiesfor-the-developmentally-disabled: CRFs/DD.

(b) Legal fees, expenses related to expert witnesses, accounting fees, and other consulting fees shall not be
reimbursed by the office as reasonably related medical expenses under the Medicaid pregram if the expenses are
incurred as the result of an administrative or judicial action or proceeding against any agency of the state or the
federal government.

(Office of the Secretary of Family and Social Services; 405 IAC 1-4.3-1; filed Jul 28, 1994, 4:00 p.m.: 17 IR 2853;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 17. 405 IAC 1-8-2 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-8-2 Policy; scope

Authority: IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15-15-1

Sec. 2. (a) Reimbursement for outpatient hospital services as defined by 42 CFR 440.20(a) and to ambulatory

surgical centers is available to providers enrolled by the office ef-Medicaid-policy-and-planning-{effice) as
Medieaid providers who are in good standing. Continued participation in the Medicaid pregram and payment for

outpatient hospital services and ambulatory surgical centers are contingent upon maintenance of state licensure
and conformance with the office's provider agreement.

(b) The methodology for the reimbursement described in subsection (a) shall be based on set fee schedule
allowances for each procedure or occurrence as established by the office. ef-Medicaid-pelicy-and-planning:
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(Office of the Secretary of Family and Social Services; 405 IAC 1-8-2; filed Dec 2, 1993, 2:00 p.m.: 17 IR 735;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Feb 24, 2004, 11:15 a.m.: 27 IR 2247, readopted filed
Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 18. 405 IAC 1-8-3 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-8-3 Reimbursement methodology

Authority: IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15-15-1

Sec. 3. (a) The reimbursement methodology for all covered outpatient hospital and ambulatory surgical center
services shall be subject to the lower of the submitted charges for the procedure or the established fee schedule
allowance for the procedure as provided in this section. Services shall be billed in accordance with provider
manuals and update bulletins.

(b) Surgical procedures shall be:

(1) classified into a group corresponding to the Medicare ambulatory surgical center (ASC) methodology; and

(2) paid a rate established for each ASC payment group.
Outpatient surgeries that are not classified into the nine (9) groups designated by Medicare will be classified by
the office into one (1) of those nine (9) groups or additional payment groups. Reimbursement will be based on the
Indiana Medicaid statewide allowed amount for that service in effect during state fiscal year 2003.

(c) Payments for emergent care that:

(1) do not include surgery; and

(2) are provided in an emergency department, treatment room, observation room, or clinic;
will be based on the statewide fee schedule amount in effect during state fiscal year 2003.

(d) Payments for nonemergent care that:

(1) do not include surgery; and

(2) are provided in an emergency department, treatment room, observation room, or clinic;
will be based on the statewide fee schedule amount in effect during state fiscal year 2003.

(e) Reimbursement for laboratory procedures is based on the Medicare fee schedule amounts.
Reimbursement for the technical component of radiology procedures shall be based on the trdiara Medicaid
physician fee schedule rates for the radiology services technical component.

(f) Reimbursement allowances for all outpatient hospital procedures not addressed elsewhere in this section,
for example, therapies, testing, etc., shall be equal to the diara Medicaid statewide fee schedule amounts in
effect during state fiscal year 2003.

(g) Payments will not be made for outpatient hospital and ambulatory surgical center services occurring within
three (3) calendar days preceding an inpatient admission for the same or related diagnosis. The office may
exclude certain services or categories of service from this requirement. Such exclusions will be described in
provider manuals and update bulletins.

(h) The established rates for hospital outpatient and ambulatory surgical center reimbursement shall be
reviewed annually by the office and adjusted, as necessary, in accordance with this section.

(i) The state shall not pay for provider-preventable conditions, as defined at 42 CFR 447.26(b).

(i) Notwithstanding all other provisions of this rule, reimbursement rates shall be reduced, through June 30,
2017, by three percent (3%) for outpatient hospital services (excluding ambulatory surgical center reimbursement)
that have been calculated under this rule.
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(Office of the Secretary of Family and Social Services; 405 IAC 1-8-3; filed Dec 2, 1993, 2:00 p.m.: 17 IR 736;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Feb 24, 2004, 11:15 a.m.: 27 IR 2247, readopted filed
Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA,; filed Aug 16, 2010, 3:35 p.m.:
20100915-1R-405100167FRA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA,; filed Nov 8,
2013, 2:56 p.m.: 20131204-1R-405130422FRA, filed Apr 29, 2015, 3:38 p.m.: 20150527-IR-405150034FRA)

SECTION 19. 405 IAC 1-8-4 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-8-4 Client copayment

Authority: IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15-6-3; IC 12-15-6-4

Sec. 4. (a) Except for those categories of individuals and services specifically exempted in subsection (e),
trdianra Medicaid reeipients members shall be responsible for paying directly to providers a set portion of the
payment for nonemergency services provided in an emergency room setting. Services defined as nonemergency
shall be determined by the office.

(b) The amount of copayment to be charged shall be three dollars ($3) for nonemergency services provided in
emergency room settings.

(c) The provider shall be responsible for collecting the appropriate copayment amount from the reeipient:
member.

(d) Participating providers may not deny services to any eligible individual on account of the individual's
inability to pay the copayment amount. This services guarantee does not apply to an individual who is able to pay,
nor does an individual's inability to pay eliminate his-erher the individual's liability for the copayment.

(e) The following categories of reeipienrts members and services are exempt from the copayment
requirements:

(1) Services provided to children under eighteen (18) years of age.

(2) Services provided to pregnant women.

(3) Family planning services.

(4) Services provided by a health maintenance organization (HMO) to reeipients members enrolled in an

HMO.

(5) Medicaid reeipients members residing in participating long term care facilities.

(f) The copayment shall be made by the reeipients members and collected by the provider. Medicaid
reimbursement shall be adjusted to reflect the copayment amount.

(Office of the Secretary of Family and Social Services; 405 IAC 1-8-4; filed Dec 2, 1993, 2:00 p.m.: 17 IR 736;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 20. 405 IAC 1-10.5-1 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-10.5-1 Policy; scope

Authority: IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15-15-1

Sec. 1. Reimbursement for inpatient hospital services, as defined by 42 CFR 440.10, is available to providers
enrolled by the office ef-Medicaid-poliey-and-planning-{etfice} as Medicaid providers and who are in good
standing. Continued participation in the Medicaid program and payment of inpatient hospital services are
contingent upon maintenance of state licensure and conformance with the office's provider agreement. 405 IAC 5-
17 and 405 IAC 5-28 establish criteria for providing inpatient hospital services to Medicaid reeipients members
and set forth the types of services for which Medicaid reimbursement may be available.
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(Office of the Secretary of Family and Social Services; 405 IAC 1-10.5-1; filed Oct 5, 1994, 11:10 a.m.: 18 IR 243;
filed Dec 19, 1995, 3:00 p.m.: 19 IR 1082; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Aug 31,
2001, 9:53 a.m.: 25 IR 55; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted
filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 21. 405 IAC 1-10.5-2 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-10.5-2 Definitions

Authority: IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15-15-1; |C 12-24-1-3; IC 12-25; IC 16-21

Sec. 2. (a) The definitions in this section apply throughout this rule.
(b) "Allowable costs" means Medicare allowable costs as defined by 42 U.S.C. 1395(f).

(c) "All patient refined diagnosis-related group (DRG) grouper"” refers to a classification system used to
assign inpatient stays to DRGs.

(d) "Base amount" means the rate per Medicaid stay that is multiplied by the relative weight to determine the
DRG rate.

(e) "Base period" means the fiscal years used for calculation of the prospective payment rates including base
amounts and relative weights.

(f) "Capital costs" are costs associated with the capital costs of the facility. The term includes, but is not limited
to, the following:

(1) Depreciation.

(2) Interest.

(3) Property taxes.

(4) Property insurance.

(g) "Children's hospital" means a freestanding general acute care hospital licensed under IC 16-21 that:

(1) is designated by the Medicare program as a children's hospital; or

(2) furnishes services to inpatients who are predominantly individuals under eighteen (18) years of age, as
determined using the same criteria used by the Medicare program to determine whether a hospital's services
are furnished to inpatients who are predominantly individuals under eighteen (18) years of age.

(h) "Cost outlier case" means a Medicaid stay that exceeds a predetermined threshold, defined as the greater
of twice the DRG rate or a fixed dollar amount established by the office. This amount may be changed at the time
the relative weights are adjusted.

(i) "Diagnosis-related group" or "DRG" means a classification of an inpatient stay according to the principal
diagnosis, procedures performed, and other factors that reflect clinically cohesive groupings of inpatient hospital
stays utilizing similar hospital resources. Classification is made through the use of the allpatient-{AP} all patient
refined (APR) DRG grouper.

() "Discharge" means the release of a patient from an acute care facility. Patients may be discharged to their
home, another health care facility, or due to death. Transfers from one (1) unit in a hospital to another unit in the
same hospital shall not be considered a discharge unless one (1) of the units is paid according to the level-of-care
approach.

(k) "DRG daily rate" means the per diem payment amount for a stay classified into a DRG calculated by
dividing the DRG rate by the average length of stay for all stays classified into the DRG.
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() "DRG rate" means the product of the relative weight multiplied by the base amount. It is the amount paid to
reimburse hospitals for routine and ancillary costs of providing care for an inpatient stay.

(m) "Freestanding" does not mean a wing or specialized unit within a general acute care hospital.

&y (n) "Inpatient” means a patient who was admitted to a medical facility on the recommendation of a
physician and who received room, board, and professional services in the facility.

) (0) "Inpatient hospital facility" means:

(1) a general acute hospital licensed under IC 16-21;

(2) a mental health institution licensed under |C 12-25;
(3) a state mental health institution under IC 12-24-1-3; or
(4) a rehabilitation inpatient facility.

{e} (p) "Intestinal transplant" means the grafting of either the small or large intestines from a donor into a
recipient.

) (q) "Less than one-day stay" means a medical stay of less than twenty-four (24) hours.

{ep (r) "Level-of-care case" means a medical stay, as defined by the office, that includes psychiatric cases,
rehabilitation cases, long term care hospital admissions, and certain burn cases.

) (s) "Level-of-care rate” means a per diem rate that is paid for treatment of a diagnosis or performing a
procedure subject to subsection &= (r).

£s} (t) "Long term care hospital" means a freestanding general acute care hospital licensed under IC 16-21
that:
(1) is designated by the Medicare program as a long term hospital; or
(2) has an average inpatient length of stay greater than twenty-five (25) days as determined using the same
criteria used by the Medicare program to determine whether a hospital's average length of stay is greater than
twenty-five (25) days.

& (u) "Marginal cost factor" means a percentage applied to the difference between the cost per stay and the
outlier threshold for purposes of the cost outlier computation.

5 (v) "Medicaid day" means any part of a day, including the date of admission, for which a patient enrolled
with the Indiana Medicaid program is admitted as an inpatient and remains overnight. The day of discharge is not
considered a Medicaid day. The term does not include any portion of an outpatient service under 405 IAC 1-8-3
that precedes an admission as an inpatient subject to subsection ¢m)- (n).

&3 (w) "Medicaid stay" means an episode of care provided in an inpatient setting that includes at least one (1)
night in the hospital and is covered by the-trdiana Medicaid. pregram-

&) (x) "Medical education costs" means the direct costs associated with the salaries and benefits of medical
interns and residents and paramedical education programs.

69 (y) "Multivisceral transplant" means the grafting of either the small or large intestines and one (1) or more
of the following organs from a donor into a reeipiert: member:

(1) Liver.

(2) Stomach.

(3) Pancreas.
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() "Outlier payment amount" means the amount reimbursed in addition to the DRG rate for certain inpatient
stays that exceed cost thresholds established by the office.

(aa) "Per diem" means an all-inclusive rate per day that includes routine and ancillary costs and capital costs.

(bb) "Principal diagnosis" means the diagnosis, as described by {EB-9-EM-eede; the International
Classifications of Diseases, 10th revision, for the condition established after study to be chiefly responsible for
occasioning the admission of the patient for care.

(cc) "Readmission” means that a patient is admitted into the hospital following a previous hospital admission
and discharge for a related condition as defined by the office.

(dd) "Rebasing" means the process of adjusting the base amount using more recent claims data, cost report
data, and other information relevant to hospital reimbursement.

(ee) "Relative weight" means a numeric value that reflects the relative resource consumption for the DRG to
which it is assigned. Each relative weight is multiplied by the base amount to determine the DRG rate.

(ff) "Routine and ancillary costs" means costs that are incurred in providing services exclusive of medical
education and capital costs.

(gg) "Transfer" means a situation in which a patient is admitted to one (1) hospital and is then released to
another hospital during the same episode of care. Movement of a patient from one (1) unit to another unit within
the same hospital will not constitute a transfer unless one (1) of the units is paid under the level-of-care
reimbursement system.

(hh) "Transferee hospital” means that hospital that accepts a transfer from another hospital.

(ii) "Transferring hospital" means the hospital that initially admits and then discharges the patient to another
hospital.

(Office of the Secretary of Family and Social Services; 405 IAC 1-10.5-2; filed Oct 5, 1994, 11:10 a.m.: 18 IR 244;
filed Dec 19, 1995, 3:00 p.m.: 19 IR 1082; filed Dec 27, 1996, 12:00 p.m.: 20 IR 1514; readopted filed Jun 27,
2001, 9:40 a.m.: 24 IR 3822; filed Aug 31, 2001, 9:53 a.m.: 25 IR 55; filed Feb 24, 2004, 11:15 a.m.: 27 IR 2248;
filed Mar 22, 2004, 3:15 p.m.: 27 IR 2482; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 22. 405 IAC 1-10.5-3 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-10.5-3 Prospective reimbursement methodology

Authority: IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15-15-1

Sec. 3. (a) The purpose of this section is to establish a prospective, cost-based reimbursement methodology
for services provided by inpatient hospital facilities that are covered by the-state-efH-ndianra Medicaid. pregram-
The methodology for reimbursement described in this section shall be a prospective system wherein a payment
rate for each hospital stay will be established according to a DRG reimbursement methodology or a level-of-care
reimbursement methodology or, in the case of intestinal or multivisceral transplants, as described under
subsection (j). Prospective payment shall constitute full reimbursement unless otherwise indicated herein or as
indicated in provider manuals and update bulletins. There shall be no year-end cost settlement payments.

(b) Rebasing of the DRG and level-of-care methodologies will apply information from the most recent available
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cost report that has been filed and audited by the office. erits-coentractor-

(c) Payment for inpatient stays reimbursed according to the DRG methodology shall be equal to the lower of
billed charges or the sum of the DRG rate, the capital rate, the medical education rate, and, if applicable, the
outlier payment amount.

(d) Payment for inpatient stays reimbursed as level-of-care cases shall be equal to the lower of billed charges
or the sum of the per diem rate for each Medicaid day, the capital rate, the medical education rate, and, if
applicable, the outlier payment amount (burn cases only).

(e) Inpatient stays reimbursed according to the DRG methodology shall be assigned to a DRG using the all
patient refined DRG grouper.

(f) The DRG rate is equal to the product of the relative weight and the base amount.

(9) Relative weights will be reviewed periodically by the office and adjusted no more often than annually by
using the most recent reliable claims data and cost report data to reflect changes in treatment patterns,
technology, and other factors that may change the relative use of hospital resources. Interim adjustments to the
relative weights will not be made except in response to legislative mandates affecting Medicaid participating
hospitals. Each legislative mandate will be evaluated individually to determine whether an adjustment to the
relative weights will be made. DRG average length of stay values and outlier thresholds will be revised when
relative weights are adjusted. The office shall include the costs of outpatient hospital and ambulatory surgical
center services that lead to an inpatient admission when determining relative weights. Such costs occurring within
three (3) calendar days of an inpatient admission will not be eligible for outpatient reimbursement under 405 IAC
1-8-3. For reporting purposes, the day on which the patient is formally admitted as an inpatient is counted as the
first inpatient day.

(h) Base amounts will be reviewed arndalty periodically by the office and adjusted no more often than every
second year by using the most recent reliable claims data and cost report data to reflect changes in treatment
patterns, technology, and other factors that may change the cost of efficiently providing hospital services.

(i) The office may establish a separate base amount for children's hospitals to the extent necessary to reflect
significant differences in cost. Each children's hospital will be evaluated individually for eligibility for the separate
base amount. Children's hospitals with a case mix adjusted cost per discharge greater than one (1) standard
deviation above the mean cost per discharge for DRG services will be eligible to receive the separate base
amount established under this subsection. The separate base amount is equal to one hundred twenty percent
(120%) of the statewide base amount for DRG services.

(i) The reimbursement methodology for all covered intestinal and multivisceral transplants shall be equal to
ninety percent (90%) of reasonable cost, until such time an appropriate DRG as determined by the office can be
assigned. The office will use the most recent cost report data that has been filed and audited by the office erits
€ontracter to determine reasonable costs.

(k) Level-of-care rates will be reviewed arrually periodically by the office and adjusted no more often than
every second year by using the most recent reliable claims data and cost report data to reflect changes in
treatment patterns, technology, and other factors that may change the cost of efficiently providing hospital
services. The office shall not set separate level-of-care rates for different categories of facilities except as
specifically noted in this section.

() Level-of-care cases are categorized as DRG numbers 424—428;-429{excluding-diaghoesis-code
; : 740, 750-756, 757 (excluding diagnosis codes for
mtellectual dlsabllmes m|Id moderate severe, and profound or not otherwise specified classifiable to
F70-F79), 758-760, 841-844, and 860, as defined and grouped using the all patient refined DRG grouper,
version 4% 30. These DRG numbers represent burn, psychiatric, and rehabilitative care.

(m) In addition to the burn level-of-care rate, the office may establish an enhanced burn level-of-care rate for
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hospitals with specialized burn facilities, equipment, and resources for treating severe burn cases. In order to be
eligible for the enhanced burn rate, facilities must offer a burn intensive care unit.

(n) The office may establish separate level-of-care rates for children's hospitals to the extent necessary to
reflect significant differences in cost. Each children's hospital will be evaluated individually for eligibility for the
separate level-of-care rate. Children's hospitals with a cost per day greater than one (1) standard deviation above
the mean cost per day for level-of-care services will be eligible to receive the separate base amount.
Determinations will be made for each level-of-care category. The separate base amount is equal to one hundred
twenty percent (120%) of the statewide level-of-care rate.

(o) The office may establish separate level-of-care rates, policies, billing instructions, and frequency for long
term care hospitals to the extent necessary to reflect differences in treatment patterns for patients in such
facilities. Hospitals must meet the definition of long term hospital set forth in this rule to be eligible for the separate
level-of-care rate.

(p) Capital payment rates shall be prospectively determined and shall constitute full reimbursement for capital
costs. Capital per diem rates will be reviewed arruaally periodically by the office and adjusted no more often than
every second year by using the most recent reliable claims data and cost report data to reflect changes in
treatment patterns, technology, and other factors that may change the capital costs associated with efficiently
providing hospital services. Capital payment rates shall be adjusted to reflect a minimum occupancy level for
nonnursery beds of eighty percent (80%).

(q) The capital payment amount for Medicaid stays reimbursed under the DRG methodology shall be equal to
the product of the per diem capital rate and the average length of stay for all cases within the particular DRG.
Medicaid stays reimbursed under the level-of-care methodology will be paid the per diem capital rate for each
covered day of care. The office shall not set separate capital per diem rates for different categories of facilities
except as specifically noted in this rule.

(r) Medical education rates shall be prospective, hospital-specific per diem amounts. The medical education
payment amount for stays reimbursed under the DRG methodology shall be equal to the product of the medical
education per diem rate and the average length of stay for the DRG. Payment amounts for medical education for
stays reimbursed under the level-of-care methodology shall be equal to the medical education per diem rate for
each covered day of care.

(s) Facility-specific, per diem medical education rates shall be based on medical education costs per day
multiplied by the number of residents reported by the facility. In subsequent years, but no more often than every
second year, the office will use the most recent cost report data that has been filed and audited by the office erits
eontracter to determine a medical education cost per day that more accurately reflects the cost of efficiently
providing hospital services. For hospitals with approved graduate medical education programs, the number of
residents will be determined according to the most recent available cost report that has been filed and audited by
the office or its contractor. Indirect medical education costs shall not be reimbursed.

(t) Medical education payments will only be available to hospitals that continue to operate medical education
programs. Hospitals must notify the office within thirty (30) days following discontinuance of their medical
education program.

(u) For hospitals with new medical education programs, the corresponding medical education per diem will not
be effective prior to notification to the office that the program has been implemented. The medical education per
diem shall be based on the most recent reliable claims data and cost report data.

(v) Cost outlier cases are determined according to a threshold established by the office. For purposes of
establishing outlier payment amounts, prospective determination of costs per inpatient stay shall be calculated by
multiplying a cost-to-charge ratio by submitted and approved charges. Outlier payment amounts shall be equal to
the marginal cost factor multiplied by the difference between the prospective cost per stay and the outlier
threshold amount. Cost outlier payments are not available for cases reimbursed using the level-of-care
methodology except for burn cases that exceed the established threshold.
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(w) Readmissions for the same or related diagnoses within three (3) calendar days after discharge will be
treated as the same admission for payment purposes. Readmissions that occur after three (3) calendar days will
be treated as separate stays for payment purposes but will be subject to medical review.

(x) Special payment policies shall apply to certain transfer cases. The transferee, or receiving, hospital is paid
according to the DRG methodology or level-of-care methodology. The transferring hospital is paid the sum of the
following:

(1) A DRG daily rate for each Medicaid day of the reeipieat's member's stay, not to exceed the appropriate full

DRG payment, or the level-of-care per diem payment rate for each Medicaid day of care provided.

(2) The capital per diem rate.

(3) The medical education per diem rate. Certain DRGs are established to specifically include only transfer

cases; for these DRGs, reimbursement shall be equal to the DRG rate.

(y) Hospitals will not receive separate DRG payments for Medicaid patients subsequent to their return from a
transferee hospital. Additional costs incurred as a result of a patient's return from a transferee hospital are eligible
for cost outlier reimbursement subject to subsection (v). The office may establish a separate outlier threshold or
marginal cost factor for such cases.

(z) Special payment policies shall apply to less than twenty-four (24) hour stays. For less than twenty-four (24)
hour stays, hospitals will be paid under the outpatient reimbursement methodology as described in 405 IAC 1-8-3.

(Office of the Secretary of Family and Social Services; 405 IAC 1-10.5-3; filed Oct 5, 1994, 11:10 a.m.: 18 IR 245;
filed Nov 16, 1995, 3:00 p.m.: 19 IR 664; filed Dec 19, 1995, 3:00 p.m.: 19 IR 1083; filed Dec 27, 1996, 12:00
p.m.: 20 IR 1515; errata filed Mar 21, 1997, 9:45 a.m.: 20 IR 2116; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR
3822; filed Aug 31, 2001, 9:53 a.m.: 25 IR 57; errata filed Jan 25, 2002, 2:27 p.m.: 25 IR 1906; filed Oct 20, 2003,
10:00 a.m.: 27 IR 863; filed Feb 24, 2004, 11:15 a.m.: 27 IR 2249; filed Mar 22, 2004, 3:15 p.m.: 27 IR 2484
errata filed Jun 16, 2004, 9:35 a.m.: 27 IR 3580; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 23. 405 IAC 1-10.5-4 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-10.5-4 Reimbursement for new providers and out-of-state providers

Authority: IC 12-15-21-2; |C 12-15-21-3
Affected: IC 12-15-15-1

Sec. 4. (a) The purpose of this section is to establish payment rates for inpatient hospital facilities that
commenced participation in the state Medicaid program after fiscal year 1990 and for out-of-state hospital
providers participating in the Indiana Medicaid program.

(b) Payment for inpatient stays reimbursed according to the DRG methodology shall be equal to the sum of
the DRG rate, the capital rate calculated using the statewide median capital rate, the medical education rate, and,
if applicable, the outlier payment calculated using the statewide median cost-to-charge ratio.

(c) Payment for inpatient stays reimbursed as level-of-care cases shall be equal to the sum of the per diem
rate for each Medicaid day, the capital rate calculated using the statewide median capital rate, and the medical
education rate.

(d) Outlier payments for inpatient stays reimbursed under subsection (b) shall be determined according to the
methodology described in section 3 of this rule. Each out-of-state hospital that submits an-Heiara a Medicaid
hospital cost report will receive a cost-to-charge ratio. All other out-of-state facilities must use the statewide
median cost-to-charge ratio to determine applicable cost outlier payments.

(e) To be eligible for a facility-specific per diem medical education rate, out-of-state providers must be located
in a city listed in 405 IAC 5-5-2(a)(3) and 405 IAC 5-5-2(a)(4) or have a minimum of sixty (60) Heiara Medicaid
inpatient days. Providers must submit annually ardrdiana a Medicaid hospital cost report to be eligible for this
reimbursement. The facility-specific per diem medical education rate for an out-of-state provider shall not exceed
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the highest in-state medical education per diem rate.

(f) To be considered for a separate base amount for children's hospitals, out-of-state children's hospitals must
be located in a city listed in 405 IAC 5-5-2(a)(3) and 405 IAC 5-5-2(a)(4) or have a minimum of sixty (60) treiana
Medicaid inpatient days. Providers must submit annually an-treiana a Medicaid hospital cost report to be eligible
for a separate base amount.

(Office of the Secretary of Family and Social Services; 405 IAC 1-10.5-4; filed Oct 5, 1994, 11:10 a.m.: 18 IR 246;
filed Dec 19, 1995, 3:00 p.m.: 19 IR 1084; filed Dec 27, 1996, 12:00 p.m.: 20 IR 1517; readopted filed Jun 27,
2001, 9:40 a.m.: 24 IR 3822; filed Aug 31, 2001, 9:53 a.m.: 25 IR 59; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA, filed Nov 8,
2013, 2:56 p.m.: 20131204-1R-405130422FRA)

SECTION 24. 405 IAC 1-11.5-1 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-11.5-1 Policy; scope

Authority: IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15-13-2

Sec. 1. (a) Reimbursement for physician services, limited license practitioner services, and nonphysician
practitioner services as defined by 42 CFR 440.50 and 42 CFR 440.60(a) is available to providers licensed by the
professional licensing agency and enrolled by the office ef-Medicaid-pelicy-and-planning{office) as Medicaid
providers who are in good standing. Continued participation in the Medicaid pregrarm and payment for services is
contingent upon maintenance of state licensure and conformance with the office's provider agreement.

(b) As used in this rule, "physician and limited license practitioner" or "LLP" means any of the following:
(1) A doctor of medicine.

(2) A doctor of osteopathy.

(3) A physician group practice.

(4) A primary care group practice.

(5) An optometrist.

(6) A podiatrist.

(7) A dentist who is an oral surgeon.

(8) A chiropractor.

(9) A health service provider in psychology.

(c) As used in this rule, "nonphysician practitioner" or "NPP" means any of the following:

(1) A physical therapist.

(2) An occupational therapist.

(3) A respiratory therapist.

(4) An audiologist.

(5) A speech therapist.

(6) A licensed psychologist.

(7) An independent laboratory or radiology provider.

(8) A dentist who is not an oral surgeon.

(9) A social worker certified through the American Academy of Certified Social Workers (ACSW) or who has a
master of social work (MSW) degree, a psychologist with a basic certificate, or a licensed psychologist
providing outpatient mental health services in a physician-directed outpatient mental health facility.
(10) An advance practice nurse.

(11) A physician's assistant.

(12) A mental health professional listed in 405 IAC 5-21-1(c)(4) and 405 IAC 5-21-1(c)(6).

(13) An inpatient hospital facility as defined in 405 IAC 1-10.5-2.

(Office of the Secretary of Family and Social Services; 405 IAC 1-11.5-1; filed Sep 6, 1994, 3:25 p.m.: 18 IR 87,
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA,; filed Sep 12, 2008, 12:34 p.m.: 20081008-IR-405080186FRA; readopted filed Oct
28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)
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SECTION 25. 405 IAC 1-11.5-2 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-11.5-2 Reimbursement methodology

Authority: IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15-13-2

Sec. 2. (a) The office shall establish fee schedules with maximum allowable payment amounts for services
and procedures:

(1) covered under the Medicaid; pregram:; and

(2) provided by eligible physicians, LLPs, and other NPPs.

(b) The reimbursement for services of physicians and LLPs shall be determined as follows:
(1) Reimbursement for services of physicians and LLPs, except services of the physicians in subdivisions (3)
through (10), shall be equal to the lower of the following:
(A) The submitted charges for the procedure.
(B) The established fee schedule allowance for the procedure. The statewide established fee schedule
allowance for the procedure is based on the Medicare relative value unit for an Indiana urban locality
multiplied by the conversion factor for the procedure as established by the office. ef-Medicaid-poliey-and
planning{office):

(2) If no Medicare relative value unit, as defined in this section, exists for a procedure, reimbursement will be
established as follows:
(A) Relative value units may be:
(i) obtained from other state Medicaid programs; or
(ii) developed specifically for thetrdiana Medicaid pregram; subject to review by the Medicaid-directer:
office.
(B) For laboratory procedures not included in the Medicare Part B fee schedule for physician services,
reimbursement will be made using the fee value in the national Medicare clinical laboratory fee schedule.
(3) The office may set reimbursement for specific procedure codes using a different methodology from that
specified in subdivisions (1) and (2) in order to preserve access to the specific service.
(4) Reimbursement for services of anesthesiologists shall be based on a statewide fee schedule. The
statewide fee schedule for anesthesiology services is based on the total base and time units for the procedure
multiplied by the conversion factor as established by the office.
(5) Reimbursement for services of assistant surgeons shall be equal to twenty percent (20%) of the statewide
fee schedule for physician and LLP services as established under subdivision (1).
(6) Reimbursement for services of cosurgeons shall be paid at sixty-two and one-half percent (62.5%) of the
statewide fee schedule for physician and LLP services as established under subdivision (1).
(7) Reimbursement for services of physicians and LLPs shall be subject to the global surgery policy as defined
by the-Centersfor-Medicareand-Medicaid-Services CMS for the Medicare Part B fee schedule for physician
services.
(8) Reimbursement for services of physicians and LLPs shall be subject to the policy for supplies and services
incident to other procedures as defined by the-Health-Care-Finanecirg-Administratior CMS for the Medicare
Part B fee schedule for physician services.
(9) Separate reimbursement will not be made for radiologic contrast material, except for low osmolar contrast
material (LOCM) used in intrathecal, intravenous, and intra-arterial injections, if it is used for patients who
meet the criteria established by the office.
(10) Reimbursement for services of physicians and LLPs shall be subject to the site of service payment
adjustment. Procedures performed in an outpatient setting that are normally provided in a physician's office
will be paid at eighty percent (80%) of the statewide fee schedule for physician and LLP services as
established under subdivision (1). These procedures are identified using the site of service indicator on the
Medicare fee schedule database.

(c) Reimbursement for services of NPPs shall be in accordance with the following:

(1) Reimbursement for services of dentists in calendar year 1994 shall be based on a statewide fee schedule
equal to a percentage of the fiscal year 1992 submitted charges. That percentage shall be not lower than the
average percentage difference between physician and LLP submitted charges and the fee established for
those services in accordance with subsection (b)(1). The office may set reimbursement for specific dental
procedures using a different methodology from that specified in this subdivision in order to preserve access to
the service. Beginning with the effective date of this revised rule, fees for covered dental services are priced at
the levels in effect at the end of calendar year 1994, increased by a percentage determined by the office.
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(2) Reimbursement for services of:

(A) social workers certified through the American Academy of Certified Social Workers (ACSW) or who have

masters of social work (MSW) degrees;

(B) psychologists with basic certificates; and

(C) licensed psychologists;
providing outpatient mental health services in a physician-directed outpatient mental health facility in
accordance with 405 IAC 5-20-8 shall be equal to seventy-five percent (75%) of the physician and LLP fees for
that service as established under subsection (b)(1). These services must continue to be billed through a
physician or a physician-directed outpatient mental health facility.
(3) Reimbursement for services provided by independently practicing respiratory therapists and advance
practice nurses shall be equal to seventy-five percent (75%) of the physician and LLP fees for that service as
established under subsection (b)(1).
(4) Reimbursement for services provided by certified physical therapists' assistants shall be equal to
seventy-five percent (75%) of the physician and LLP fees for that service as established under subsection
(b)(2). These services must be billed through the supervising licensed physical therapist or physician.
(5) Blood factor products used during an inpatient hospital stay shall be paid based on the state maximum
allowable cost (state MAC) rate for the blood factor products. The state MAC rate for blood factor products is
equal to the average actual acquisition cost per drug adjusted by a multiplier of at least 1.0. The actual
acquisition cost will be determined using pharmacy invoices and other information that the office determines is
necessary. The office will review the state MAC rates for blood factor products on an ongoing basis and adjust
the rates as necessary to:

(A) reflect the prevailing market conditions; and

(B) ensure reasonable access by inpatient hospital providers to blood factor products at or below the

applicable state MAC rate.
Inpatient hospitals shall submit claims for reimbursement in accordance with the instructions set forth in the
provider manual or update bulletins.
(6) Reimbursement for services of all other NPPs shall be equal to the statewide fee schedule for physician
and LLP services as established under subsection (b)(1).

(d) The established rates for physician, LLP, and NPP reimbursement shall be reviewed annually by the office
and adjusted as necessary.

(e) The relative value units used for the Indiana resource-based relative value scale fee schedule will be
reviewed annually, taking into account the Medicare fee schedule proposed by the-Health-Care-Finaneing
Administration CMS to take effect January 1 of the following calendar year and adjusted as necessary.

() Reimbursement for physician-administered drugs shall be one hundred five percent (105%) of the
published wholesale acquisition cost (WAC) of the benchmark National Drug Code (NDC). For benchmark NDCs
without a published WAC, the reimbursement for physician-administered drugs shall be the Medicare payment
amount as published by the-Centersfor-Medicare-and-Medicaid-Services CMS. If no WAC or Medicare payment
amount is available, other pricing metrics may be used as determined by the office. This provision shall not apply
to parenteral nutrition and blood factor products.

(9) Notwithstanding all other provisions of this rule, for the period beginning upon the later of the effective date
of LSA Document #10-793 or June 27, 2011, and continuing through June 30, 2013, reimbursement shall be
reduced by five percent (5%) for chiropractic and podiatric services that have been calculated under this rule and
for dental services that are billed using current dental terminology (CDT) codes that have been calculated under
this rule.

(h) The state shall not pay for provider-preventable conditions, as defined at 42 CFR 447.26(Db).

(Office of the Secretary of Family and Social Services; 405 IAC 1-11.5-2; filed Sep 6, 1994, 3:25 p.m.: 18 IR 88;
errata filed Oct 18, 1994, 3:25 p.m.: 18 IR 532; filed Jun 21, 1995, 4:00 p.m.: 18 IR 2767; errata filed Sep 29,
1995, 1:30 p.m.: 19 IR 209; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Feb 3, 2006, 2:00 p.m.: 29
IR 1901; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA,; filed Sep 12, 2008, 12:34 p.m.:
20081008-1R-405080186FRA,; filed Aug 19, 2010, 3:32 p.m.: 20100915-IR-405100250FRA; filed May 9, 2011,
3:59 p.m.: 20110608-1R-405100793FRA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA,;
filed Nov 8, 2013, 2:56 p.m.: 20131204-IR-405130422FRA,; filed Apr 29, 2015, 3:38 p.m.:
20150527-1R-405150034FRA)
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SECTION 26. 405 IAC 1-11.5-3 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-11.5-3 Additional provisions

Authority: IC 12-15-21-2; IC 12-15-21-3
Affected: IC 4-21.5-3; |IC 12-15-13-2

Sec. 3. (a) Physician reimbursement is subject to all other Medicaid rules not otherwise specifically covered by
this section. As an example, the provider of service may not develop or bill the Medicaid pregram for charges that
are in excess of the usual and customary charges billed for similar services to non-Medicaid payers.

(b) In the event that the provider is dissatisfied with rates issued in accordance with this section and has
exhausted all interim review procedures provided in this article, it may seek an administrative appeal under IC 4-
21.5-3.

(Office of the Secretary of Family and Social Services; 405 IAC 1-11.5-3; filed Sep 6, 1994, 3:25 p.m.: 18 IR 89;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 27. 405 IAC 1-12-1 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-12-1 Policy; scope

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 6-8.1-10-1; IC 12-13-7-3; IC 12-15-13-4

Sec. 1. (a) This rule sets forth procedures for payment for services rendered to Medicaid reeipients members
by duly certified nonstate-operated mtermedmeearﬂaedﬁes#eeﬂae—merﬁatty—retardedﬂe% ICFs/IID,
nonstate-operated :
CRMNFs, and nonstate- operated
CRFs/DD. Reimbursement for facilities operated by the state is governed by 405 IAC 1 17 AII payments referred
to within this rule for the provider groups and levels of care are contingent upon the following:

(1) Proper and current certification.

(2) Compliance with applicable state and federal statutes and regulations.

(b) The procedures described in this rule set forth methods of reimbursement that promote quality of care,
efficiency, economy, and consistency. These procedures recognize level and quality of care, establish effective
accountability over Medicaid expenditures, provide for a regular review mechanism for rate changes, and
compensate providers for reasonable, allowable costs. The system of payment outlined in this rule is a
prospective system. Cost limitations are contained in this rule which establish parameters regarding the
allowability of costs and define reasonable allowable costs.

(c) Retroactive repayment will be required by providers when an audit verifies overpayment due to
discounting, intentional misrepresentation, billing or payment errors, or misstatement of historical financial or
historical statistical data which caused a higher rate than would have been allowed had the data been true and
accurate. Upon discovery that a provider has received overpayment of a Medicaid claim from the office, the
provider must complete the appropriate Medicaid billing adjustment form and reimburse the office for the amount
of the overpayment, or the office shall make a retroactive payment adjustment, as appropriate.

(d) The office may implement Medicaid rates and recover overpayments from previous rate reimbursements,
either through deductions of future payments or otherwise, without awaiting the outcome of the administrative
appeal process, in accordance with |C 12-15-13-4(e).

(e) Providers must pay interest on all overpayments, consistent with IC 12-15-13-4. The interest charge shall
not exceed the percentage set out in IC 6-8.1-10-1(c). The interest shall accrue from the date of the overpayment
to the provider and shall apply to the net outstanding overpayment during the periods in which such overpayment
exists.
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(Office of the Secretary of Family and Social Services; 405 IAC 1-12-1; filed Jun 1, 1994, 5:00 p.m.: 17 IR 2314;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Oct 10, 2002, 10:52 a.m.: 26 IR 718; readopted filed
Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA, filed May 31, 2013, 8:52 a.m.:
20130626-1R-405120279FRA,; filed Aug 28, 2013, 10:20 a.m.: 20130925-1R-405120637FRA,; readopted filed Oct
28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 28. 405 IAC 1-12-2 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-12-2 Definitions

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 2. (a) The definitions in this section apply throughout this rule.

(b) "All-inclusive rate" means a per diem rate that, at a minimum, reimburses for all nursing or resident:
(1) care;
(2) room and board;
(3) supplies; and
(4) ancillary services;
within a single, comprehensive amount.

(c) "Allowable cost determination” means a computation performed by the office erits-centracter to determine
the per patient day cost based on a review of an annual financial report and supporting information by applying
this rule.

(d) "Allowable per patient or per resident day cost" means a ratio between total allowable costs and patient or
resident days.

(e) "Annualized" means restating an amount to an annual value. This computation is performed by multiplying
an amount applicable to a period of less or greater than three hundred sixty-five (365) days, by a ratio determined
by dividing the number of days in the reporting period by three hundred sixty-five (365) days, except in leap years,
in which case the divisor shall be three hundred sixty-six (366) days.

(f) "Annual or historical financial report” refers to a presentation of financial data, including appropriate
supplemental data and accompanying notes derived from accounting records and intended to communicate the
provider's economic resources or obligations at a point in time, or changes therein for a period of time in
compliance with the reporting requirements of this rule, which shall constitute a comprehensive basis of
accounting.

(9) "Average historical cost of property of the median bed" means the allowable resident-related property per
bed for facilities that are not acquired through an operating lease arrangement, when ranked in numerical order
based on the allowable resident-related historical property cost per bed that shall be updated each calendar
quarter. Property shall be considered allowable if it satisfies the conditions of section 16(a) of this rule.

(h) "Average inflated allowable cost of the median patient day" means the inflated allowable per patient day
cost of the median patient day from all providers when ranked in numerical order based on average inflated
allowable cost. The average inflated allowable cost shall be maintained by the office and revised four (4) times
per year effective April 1, July 1, October 1, and January 1 and shall be computed on a statewide basis for like
levels of care, with the exceptions noted in this subsection, as follows:

(1) If there are fewer than six (6) homes with rates established that are licensed as developmental training

homes, the average inflated allowable cost for developmental training homes shall be computed on a

statewide basis utilizing all basic developmental homes with eight and one-half (8 1/2) or fewer hours per

patient day of actual staffing.

(2) If there are fewer than six (6) homes with rates established that are licensed as small behavior

management residences for children, the average inflated allowable cost for small behavior management

residences for children shall be the average inflated allowable cost for child rearing residences with
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specialized programs increased by two hundred forty percent (240%) of the average staffing cost per hour for
child rearing residences with specialized programs.

(3) If there are fewer than six (6) homes with rates established that are licensed as small extensive medical
needs residences for adults, the average inflated allowable cost of the median patient day for small extensive
medical needs residences for adults shall be the average inflated allowable cost of the median patient day for
basic developmental homes multiplied by one hundred fifty-nine percent (159%).

(4) If there are fewer than six (6) homes with rates established that are licensed as extensive support needs
residences, the average inflated allowable cost of the median patient day for extensive support needs
residences for adults shall be the average inflated allowable cost of the median patient day for small extensive
medical needs residences multiplied by one hundred fifty-two percent (152%).

(i) "Change of provider status" means a bona fide sale, lease, or termination of an existing lease that for
reimbursement purposes is recognized as creating a new provider status that permits the establishment of an
initial interim rate. Except as provided under section 17(f) of this rule, the term includes only those transactions
negotiated at arm's length between unrelated parties.

{m) (k) "DDRS" means the Indiana division of disability and rehabilitative services.

{r) (I) "Debt" means the lesser of the original loan balance at the time of acquisition and original balances of
other allowable loans or eighty percent (80%) of the allowable historical cost of facilities and equipment.

{e} (m) "Desk review" means a review and application of these regulations to a provider submitted financial
report including accompanying notes and supplemental information.

& (n) "Equity” means allowable historical costs of facilities and equipment, less the unpaid balance of
allowable debt at the provider's reporting year-end.

£} (0) "Fair rental value allowance" means a methodology for reimbursing extensive support needs
residences for adults for the use of allowable facilities and equipment, based on establishing a rental rate, and a
rental valuation on a per bed basis of the facilities and equipment.

3 (p) "Field audit” means a formal official verification and methodical examination and review, including the
final written report of the examination of original books of accounts by auditors.

£s} (q) "Forms prescribed by the office” means:
(1) forms provided by the office; or
(2) substitute forms that have received prior written approval by the office.

£ (r) "General line personnel" means management personnel above the department head level who perform a
policymaking or supervisory function impacting directly on the operation of the facility.

& (s) "Generally accepted accounting principles” or "GAAP" means those accounting principles as
established by the American Institute of Certified Public Accountants.

) (t) "Like levels of care" means care:
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(1) within the same level of licensure provided in a CRF/DD;
(2) provided in a nonstate-operated {&FMR; ICF/IID; or
(3) provided in a nonstate-operated {&FMR ICF/IID licensed as a CRMNF.

£9 (u) "Non-rebasing year" means the year during which nonstate-operated {&FsfMR ICFs/IID and CRFs/DD
annual Medicaid rate is not established based on a review of their annual financial report covering their most
recently completed historical period. The annual Medicaid rate effective during a non-rebasing year shall be
determined by adjusting the Medicaid rate from the previous year by an inflation adjustment. The following years
shall be non-rebasing years:

October 1, 2011, through September 30, 2012

October 1, 2013, through September 30, 2014

October 1, 2015, through September 30, 2016

October 1, 2017, through September 30, 2018

And every second year thereafter.

& (v) "Ordinary patient or resident-related costs" means costs of services and supplies that are necessary in
delivery of patient or resident care by similar providers within the state.

ey (w) "Patient or residentirecipient resident/member care” means those Medicaid program services
delivered to a Medicaid enrolled reeipient member by a eertified-Medieaid provider.

b} (x) "Profit add-on" means an additional payment to providers in addition to allowable costs as an incentive
for efficient and economical operation.

{ee) (y) "Reasonable allowable costs" means the price a prudent, cost conscious buyer would pay a willing
seller for goods or services in an arm's length transaction, not to exceed the limitations set out in this rule.

{dd} (z) "Rebasing year" means the year during which nonstate-operated {SFsfMR ICFs/IID and CRFs/DD
Medicaid rate is based on a review of their annual financial report covering their most recently completed
historical period. The following years shall be rebasing years:

October 1, 2012, through September 30, 2013

October 1, 2014, through September 30, 2015

October 1, 2016, through September 30, 2017

October 1, 2018, through September 30, 2019

And every second year thereafter.

{ee) (aa) "Related party/organization" means that the provider:
(1) is associated or affiliated with; or
(2) has the ability to control or be controlled by;

the organization furnishing the service, facilities, or supplies.

5 (bb) "Routine medical and nonmedical supplies and equipment" includes those items generally required to
assure adequate medical care and personal hygiene of patients or residents by providers of like levels of care.

{ggy (cc) "Unit of service" means all patient or resident care at the appropriate level of care included in the
established per diem rate required for the care of a patient or resident for one (1) day (twenty-four (24) hours).

k) (dd) "Use fee" means the reimbursement provided to fully amortize both principal and interest of
allowable debt under the terms and conditions specified in this rule, for all providers, except for providers of
extensive support needs residences for adults.

(Office of the Secretary of Family and Social Services; 405 IAC 1-12-2; filed Jun 1, 1994, 5:00 p.m.: 17 IR 2314;
filed Aug 15, 1997, 8:47 a.m.: 21 IR 76; filed Oct 31, 1997, 8:45 a.m.: 21 IR 949; filed Aug 14, 1998, 4:27 p.m.: 22
IR 63; errata filed Dec 14, 1998, 11:37 a.m.: 22 IR 1526; filed Sep 3, 1999, 4:35 p.m.: 23 IR 19; readopted filed
Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Jun 10, 2002, 2:24 p.m.: 25 IR 3121; filed Oct 10, 2002, 10:52 a.m.: 26
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IR 718; filed Aug 7, 2007, 10:27 a.m.: 20070905-IR-405060157FRA; readopted filed Sep 19, 2007, 12:16 p.m.:

20071010-IR-405070311RFA,; filed Aug 28, 2013, 10:20 a.m.: 20130925-IR-405120637FRA,; readopted filed Oct
28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 29. 405 IAC 1-12-3 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-12-3 Accounting records; retention schedule; audit trail; accrual basis; segregation of accounts
by nature of business and by location

Authority: IC 12-15-1-10; IC 12-15-21-2

Affected: IC 12-13-7-3; IC 12-15

Sec. 3. (a) The basis of accounting used under this rule is a comprehensive basis of accounting other than
generally accepted accounting principles. Costs must be reported in the cost report in accordance with the
following authorities, in the hierarchical order listed:

(1) Costs must be reported in accordance with the specific provisions as set forth in this rule, any financial

report instructions, provider bulletins, and any other policy communications.

(2) Costs must be reported in conformance with cost finding principles published in the Medicare Provider

Reimbursement Manual, CMS 15-1.

(3) Costs must be reported in conformance with generally accepted accounting principles.

(b) Each provider must maintain financial records for a period of three (3) years after the date of submission of
financial reports to the office. The accrual basis of accounting shall be used in all data submitted to the office
except for government operated providers that are otherwise required by law to use a cash system. The provider's
accounting records must establish an audit trail from those records to the financial reports submitted to the office.

(c) When a field audit indicates that the provider's records are inadequate to support data submitted to the
office or the additional requested documentation is not provided pursuant to the auditor's request, and the auditor
is unable to complete the audit, the following actions shall be taken:

(1) The auditor shall give a written notice listing all of the deficiencies in documentation.

(2) The provider will be allowed thirty (30) days from the date of the notice to provide the documentation and

correct the deficiencies.

(3) Not later than thirty (30) days from the date of the notice described in subdivision (1), the provider may

seek one (1) thirty (30) day extension to respond to the notice and shall describe the reason or reasons the

extension is necessary.

(d) In the event that the deficiencies in documentation are not corrected within the time limit specified in
subsection (c), the following actions shall be taken:

() The rate then currently being paid to the provider shall be reduced by ten percent (10%), effective on the

first day of the month following the date the response was due.

(2) The ten percent (10%) reduction shall remain in place until the first day of the month following the receipt of

a complete response.

(3) If no response described in subdivision (2) is received, this reduction expires one (1) year after the

effective date specified in subdivision (1).

(4) No rate increases will be allowed until the first day of the month following the receipt of the response and

requested documentation, or the expiration of the reduction.

(5) No reimbursement for the difference between the rate that would have otherwise been in place and the

reduced rate is recoverable by the provider.

(e) In the event that the documentation submitted is inadequate or incomplete, the following additional actions
shall be taken:

(1) Appropriate adjustments to the applicable cost reports of the provider resulting from inadequate records

shall be made.

(2) The auditeentracter office shall document such adjustments in a finalized exception report.

(3) The rate-setting-eentracter office shall incorporate such adjustments in the prospective rate calculations

under section 1(d) of this rule.

(f) If a provider has business enterprises other than those reimbursed by Medicaid under this rule, the
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revenues, expenses, and statistical and financial records for such enterprises shall be clearly identifiable from the
records of the operations reimbursed by Medicaid. If a field audit establishes that records are not maintained so
as to clearly identify Medicaid information, none of the commingled costs shall be recognized as Medicaid
allowable costs and the provider's rate shall be adjusted to reflect the disallowance effective as of the date of the
most recent rate change.

(g) When multiple facilities or operations are owned by a single entity with a central office, the central office
records shall be maintained as a separate set of records with costs and revenues separately identified and
appropriately allocated to individual facilities. Each central office entity shall file an annual or historical financial
report coincidental with the time period for any type of rate review for any individual facility that receives any
central office allocation. Allocation of central office costs shall be reasonable, conform to GAAP, and be
consistent between years. Any change of central office allocation bases must be approved by the office prior to
the changes being implemented. Proposed changes in allocation methods must be submitted to the office at least
ninety (90) days prior to the reporting period to which the change applies. Such costs are allowable only to the
extent that the central office is providing services related to patient or resident care and the provider can
demonstrate that the central office costs improved efficiency, economy, and quality of reeipienrt member care.
The burden of demonstrating that costs are patient or resident related lies with the provider.

(Office of the Secretary of Family and Social Services; 405 IAC 1-12-3; filed Jun 1, 1994, 5:00 p.m.: 17 IR 2316;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA,; filed May 31, 2013, 8:52 a.m.: 20130626-IR-405120279FRA; readopted filed Oct
28, 2013, 3:18 p.m.: 20131127-IR- 405130241RFA)

SECTION 30. 405 IAC 1-12-4 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-12-4 Financial report to office; annual schedule; prescribed form; extensions; penalty for
untimely filing

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 4. (a) Each provider shall submit an annual financial report to the office not later than ninety (90) days
after the close of the provider's reporting year. The annual financial report shall coincide with the fiscal year used
by the provider to report federal income taxes for the operation unless the provider requests in writing that a
different reporting period be used. Such a request shall be submitted within sixty (60) days after the initial
eertifieation enrollment of a provider. This option may be exercised only one (1) time by a provider. If a reporting
period other than the tax year is established, audit trails between the periods are required, including reconciliation
statements between the provider's records and the annual financial report.

(b) The provider's annual financial report shall be submitted using forms prescribed by the office. All data
elements and required attachments shall be completed so as to provide full financial disclosure and shall include
the following as a minimum:

(1) Patient or resident census data.

(2) Statistical data.

(3) Ownership and related party information.

(4) Statement of all expenses and all income.

(5) Detalil of fixed assets and patient or resident related interest bearing debt.

(6) Complete balance sheet data.

(7) Schedule of Medicaid and private pay charges in effect on the last day of the reporting period and on the

rate effective date as defined by this rule. Private pay charges shall be the lowest usual and erdirary

customary charge.

(8) Certification statement signed by the provider that:

(A) the data are true, accurate, related to patient or resident care; and
(B) expenses not related to patient or resident care have been clearly identified.

(9) Certification statement signed by the preparer, if different from the provider, that the data were compiled

from all information provided to the preparer by the provider, and as such are true and accurate to the best of

the preparer's knowledge.

(c) Extension of the ninety (90) day filing period shall not be granted unless the provider substantiates to the
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office er-s+epresentatives circumstances that preclude a timely filing. Requests for extensions shall be submitted
to the office eritsrepresentatives prior to the date due, with full and complete explanation of the reasons an
extension is necessary. The office erts+epresentatives shall review the request for extension and notify the
provider of approval or disapproval within ten (10) days of receipt. If the request for extension is disapproved, the
report shall be due twenty (20) days from the date of receipt of the disapproval from the office or its
representatives.

(d) Failure to submit an annual financial report within the time limit required shall result in the following actions:
(1) No rate review requests shall be accepted or acted upon by the office until the delinquent report is
received, and the effective date of the Medicaid rate calculated utilizing the delinquent annual financial report
shall be the first day of the month after the delinquent annual financial report is received by the office. All
limitations in effect at the time of the original effective date of the annual rate review shall apply.

(2) When an annual financial report is thirty (30) days past due and an extension has not been granted, the
rate then currently being paid to the provider shall be reduced by ten percent (10%), effective on the first day
of the month following the thirtieth day the annual financial report is past due and shall so remain until the first
day of the month after the delinquent annual financial report is received by the office. Reimbursement lost as a
result of this penalty cannot be recovered by the provider.

(Office of the Secretary of Family and Social Services; 405 IAC 1-12-4; filed Jun 1, 1994, 5:00 p.m.: 17 IR 2316;
filed Aug 14, 1998, 4:27 p.m.: 22 IR 64; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Oct 10, 2002,
10:52 a.m.: 26 IR 720; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA, filed Aug 28,
2013, 10:20 a.m.: 20130925-IR-405120637FRA; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 31. 405 IAC 1-12-5 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-12-5 New provider; initial financial report to office; criteria for establishing initial interim rates;
supplemental report; base rate setting

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 5. (a) Rate requests to establish initial interim rates for a new operation, a new type of certified service, a
new type of licensure for an existing group home, or a change of provider status shall be filed by submitting an
initial rate request to the office on or before thirty (30) days after notification of the eertifieatier enrollment date or
establishment of a new service or type of licensure. Initial interim rates will be set at the greater of:

(1) the prior provider's then current rate, including any changes due to a field audit, if applicable; or

(2) the fiftieth percentile rates as computed in this subsection.

Initial interim rates shall be effective upon the later of the eettifieationr enrollment date, the effective date of a
licensure change, or the date that a service is established. The fiftieth percentile rates shall be computed on a
statewide basis for like levels of care, except as provided in subsection (b), using current rates of all CRF/DD and
1EHMR ICF/IID providers. The fiftieth percentile rates shall be maintained by the office, and a revision shall be
made to these rates four (4) times per year effective on April 1, July 1, October 1, and January 1.

(b) Until the identified threshold number of homes is obtained, the fiftieth percentile rates shall be determined
as follows:
(2) If there are fewer than six (6) homes with rates established that are licensed as developmental training
homes, the fiftieth percentile rates for developmental training homes shall be computed on a statewide basis
using current rates of all basic developmental homes with eight and one-half (8 1/2) or fewer hours per patient
day of actual staffing.
(2) If there are fewer than six (6) homes with rates established that are licensed as small behavior
management residences for children, the fiftieth percentile rate for small behavior management residences for
children shall be the fiftieth percentile rate for child rearing residences with specialized programs increased by
two hundred forty percent (240%) of the average staffing cost per hour for child rearing residences with
specialized programs.
(3) If there are fewer than six (6) homes with rates established that are licensed as small extensive medical
needs residences for adults, the fiftieth percentile rate for small extensive medical needs residences for adults
shall be the fiftieth percentile rate for basic developmental homes multiplied by one hundred fifty-nine percent
(159%).
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(4) If there are fewer than six (6) homes with rates established that are licensed as extensive support needs
residences for adults, the fiftieth percentile rate for extensive support needs residences for adults shall be the
fiftieth percentile rate for small extensive medical needs residences multiplied by one hundred fifty-two percent
(152%).

(c) The provider shall file a nine (9) month historical financial report within sixty (60) days following the end of
the first nine (9) months of operation. The nine (9) months of historical financial data shall be used to determine
the provider's base rate. The base rate shall be effective from the first day of the tenth month of eertified enrolled
operation until the next regularly scheduled annual review. An annual financial report need not be submitted until
the provider's first fiscal year-end that occurs after the rate effective date of a base rate. In determining the base
rate, limitations and restrictions otherwise outlined in this rule, except the annual rate limitation, shall apply. For
purposes of this subsection, in determining the nine (9) months of the historical financial report, if the first day of
eertifieation enrollment falls on or before the fifteenth day of a calendar month, then that calendar month shall be
considered the provider's first month of operation. If the first day of eertificationr enroliment falls after the fifteenth
day of a calendar month, then the immediately succeeding calendar month shall be considered the provider's first
month of operation.

(d) The provider's historical financial report shall be submitted using forms prescribed by the office. All data
elements and required attachments shall be completed so as to provide full financial disclosure and shall include
the following at a minimum:

(1) Patient or resident census data.

(2) Statistical data.

(3) Ownership and related party information.

(4) Statement of all expenses and all income.

(5) Detall of fixed assets and patient or resident-related interest bearing debt.

(6) Complete balance sheet data.

(7) Schedule of Medicaid and private pay charges in effect on the last day of the reporting period and on the

rate effective date as defined in this rule; private pay charges shall be the lowest usual and erdirary

customary charge.

(8) Certification by the provider that:

(A) the data are true, accurate, and related to patient or resident care; and
(B) expenses not related to patient or resident care have been clearly identified.

(9) Certification by the preparer, if different from the provider, that the data were compiled from all information

provided to the preparer, by the provider, and as such are true and accurate to the best of the preparer's

knowledge.

(e) Extension of the sixty (60) day filing period shall not be granted unless the provider substantiates to the
office circumstances that preclude a timely filing. Requests for extensions shall be submitted to the office prior to
the date due, with full and complete explanation of the reasons an extension is necessary. The office shall review
the request and notify the provider of approval or disapproval within ten (10) days of receipt. If the extension is
disapproved, the report shall be due twenty (20) days from the date of receipt of the disapproval from the office.

(f) If the provider fails to submit the nine (9) months of historical financial data within ninety (90) days following
the end of the first nine (9) months of operation and an extension has not been granted, the initial interim rate
shall be reduced by ten percent (10%), effective on the first day of the tenth month after certification and shall so
remain until the first day of the month after the delinquent annual financial report is received by the office.
Reimbursement lost because of the penalty cannot be recovered by the provider. The effective date of the base
rate calculated utilizing the delinquent historical financial report shall be the first day of the month after the
delinquent historical financial report is received by the office. All limitations in effect at the time of the original
effective date of the base rate review shall apply.

(g) Except as provided in section 17(f) of this rule, neither an initial interim rate nor a base rate shall be
established for a provider whose change of provider status was a related party transaction as established in this
rule.

(Office of the Secretary of Family and Social Services; 405 IAC 1-12-5; filed Jun 1, 1994, 5:00 p.m.: 17 IR 2317,
filed Aug 21, 1996, 2:00 p.m.: 20 IR 12; filed Aug 15, 1997, 8:47 a.m.: 21 IR 78; filed Oct 31, 1997, 8:45 a.m.: 21
IR 950; filed Sep 3, 1999, 4:35 p.m.: 23 IR 20; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Jun 10,
2002, 2:24 p.m.: 25 IR 3123; filed Oct 10, 2002, 10:52 a.m.: 26 IR 721; filed Aug 7, 2007, 10:27 a.m.:
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20070905-1R-405060157FRA; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA;
readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 32. 405 IAC 1-12-7 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-12-7 Request for rate review; effect of inflation; occupancy level assumptions

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 7. (a) Rate setting during rebasing years shall be based on the provider's annual or historical financial
report for the most recent completed year. In determining prospective allowable costs during rebasing years, each
provider's costs from the most recent completed year will be adjusted for inflation by the office using the following
methodology. All allowable costs of the provider, except for:

(1) mortgage interest on facilities and equipment;

(2) depreciation on facilities and equipment;

(3) rent or lease costs for facilities and equipment; and

(4) working capital interest;
shall be increased for inflation using the CMS Nursing Home without Capital Market Basket index as published by
DRI/WEFA. The inflation adjustment shall apply from the midpoint of the annual or historical financial report
period to the midpoint of the expected rate period.

(b) For purposes of determining the average allowable cost of the median patient day as applicable during
rebasing years, each provider's costs from their most recent completed year will be adjusted for inflation by the
office using the following methodology. All allowable costs of the provider, except for:

(1) mortgage interest on facilities and equipment;

(2) depreciation on facilities and equipment;

(3) rent or lease costs for facilities and equipment; and

(4) working capital interest;
shall be increased for inflation using the CMS Nursing Home without Capital Market Basket index as published by
DRI/WEFA. The inflation adjustment shall apply from the midpoint of the annual or historical financial report
period to the midpoint prescribed as follows:

Median Effective Date Midpoint Quarter
January 1, Year 1 July 1, Year 1

April 1, Year 1 October 1, Year 1

July 1, Year 1 January 1, Year 2
October 1, Year 1 April 1, Year 2

(c) For {&FsiMR ICFs/IID and CRFs/DD, allowable costs per patient or resident day shall be determined
based on an occupancy level equal to the greater of actual occupancy, or ninety-five percent (95%) for {SFsMR
ICFs/IID and ninety percent (90%) for CRFs/DD, for certain fixed facility costs. The fixed costs subject to this
minimum occupancy level standard include the following:

(1) Director of nursing wages.

(2) Administrator wages.

(3) All costs reported in the ownership cost center, except repairs and maintenance.

(4) The capital return factor determined in accordance with sections 12 through 17 of this rule for all providers,

except for providers of extensive support needs residences for adults.

(5) The fair rental value allowance determined in accordance with section 20.5 of this rule for providers of

extensive support needs residences for adults.

(Office of the Secretary of Family and Social Services; 405 IAC 1-12-7; filed Jun 1, 1994, 5:00 p.m.: 17 IR 2319;
filed Sep 3, 1999, 4:35 p.m.: 23 IR 21; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Oct 10, 2002,
10:52 a.m.: 26 IR 723; filed Aug 7, 2007, 10:27 a.m.: 20070905-1R-405060157FRA; readopted filed Sep 19, 2007,
12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 33. 405 IAC 1-12-9 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-12-9 Criteria limiting rate adjustment granted by office
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Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 9. During rebasing years and for base rate reviews, the Medicaid reimbursement system is based on
recognition of the provider's allowable costs plus a potential profit add-on payment. The payment rate established
during rebasing years and for base rate reviews is subject to the following limitations:

(1) In no instance shall the approved Medicaid rate be higher than the rate paid to that provider by the general

public for the same type of services. For purposes of this rule, the rates paid by the general public shall not

include rates paid by the DDRS.

(2) Should the rate calculations produce a rate higher than the reimbursement rate requested by the provider,

the approved rate shall be the rate requested by the provider.

(3) Inflated allowable per patient or per resident day costs plus the allowed profit add-on payment as

determined by the methodology in Table I.

(4) In no instance shall the approved Medicaid rate exceed the overall rate limit percent (Column A) in Table I,

times the average inflated allowable cost of the median patient or resident day.

TABLE |
Profit Add-On

The profit add-on is equal to the percent (Column A) of the difference (if greater than zero (0)) between a provider's
inflated allowable per patient or resident day cost, and the ceiling (Column B) times the average inflated allowable
per patient or resident day cost of the median patient or resident day. Under no circumstances shall a provider's
per patient or resident day profit add-on exceed the cap éCqumn C) times the average inflated allowable per

patient or resident day cost of the median patient or resident day.
Level of Care (A) Percent (B) Ceiling (C) Cap
Sheltered living 40% 105% 10%
Intensive training 40% 120% 10%
Child rearing 40% 130% 12%
Nonstate-operated MR ICF/IID 40% 125% 12%
Developmental training 40% 110% 10%
Child rearing with a specialized program 40% 120% 12%
Small behavior management residences for children 40% 120% 12%
Basic developmental 40% 110% 10%
Small extensive medical needs residences for adults 40% 110% 10%
Extensive support needs residences for adults 40% 110% 10%
TABLE Il

Overall Rate Limit
Level of Care (A) Percent
Sheltered living 115%
Intensive training 120%
Child rearing 130%
Developmental training 120%
Child rearing with a specialized program 120%
Small behavior management residences for children 120%
Basic developmental 120%
Small extensive medical needs residences for adults 120%
Extensive support needs residences for adults 120%
Nonstate-operated {SHMR ICF/IID 107%

(Office of the Secretary of Family and Social Services; 405 IAC 1-12-9; filed Jun 1, 1994, 5:00 p.m.: 17 IR 2320;
filed Aug 15, 1997, 8:47 a.m.: 21 IR 79; filed Oct 31, 1997, 8:45 a.m.: 21 IR 951; filed Aug 14, 1998, 4:27 p.m.: 22
IR 65; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Jun 10, 2002, 2:24 p.m.: 25 IR 3124; filed Oct 10,
2002, 10:52 a.m.: 26 IR 724; filed Aug 7, 2007, 10:27 a.m.: 20070905-1R-405060157FRA,; readopted filed Sep 19,
2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 34. 405 IAC 1-12-15 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-12-15 Allowable costs; capital return factor; use fee; depreciable life; property basis
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Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 15. (a) The following is a schedule of allowable use fee lives by property category:

Property Basis Use Fee Life
Land 20 years
Land improvements 20 years
Buildings and building components 20 years
Building improvements 20 years
Movable equipment 7 years
Vehicles 7 years

The maximum property basis per bed at the time of acquisition, for all providers, except for providers of extensive
support needs residences for adults, shall be in accordance with the following schedule:

Acquisition Date Maximum Property Basis Per Bed
7/1/76 $12,650
4/1/77 $13,255
10/1/77 $13,695
4/1/78 $14,080
10/1/78 $14,630
4/1/79 $15,290
10/1/79 $16,115
4/1/80 $16,610
10/1/80 $17,490
4/1/81 $18,370
10/1/81 $19,140
4/1/82 $19,690
9/1/82 $20,000
3/1/83 $20,100
9/1/83 $20,600
3/1/84 $20,600
9/1/84 $21,200
3/1/85 $21,200
9/1/85 $21,200
3/1/86 $21,400
9/1/86 $21,500
3/1/87 $21,900
9/1/87 $22,400
3/1/88 $22,600
9/1/88 $23,000
3/1/89 $23,100
9/1/89 $23,300
3/1/90 $23,600
9/1/90 $23,900
3/1/91 $24,500
9/1/91 $24,700
3/1/92 $24,900
9/1/92 $25,300
3/1/93 $25,400
9/1/93 $25,700

The schedule shall be updated semiannually effective on March 1 and September 1 by the office and rounded to
the nearest one hundred dollars ($100) based on the change in the R.S. Means Construction Index.

(b) The capital return factor portion of a rate, for all providers, except for providers of extensive support needs
residences for adults, that becomes effective after the acquisition date of an asset shall be limited to the
maximum capital return factor, which shall be calculated as follows:
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(1) The use fee portion of the maximum capital return factor is calculated based on the following:
(A) The maximum property basis per bed at the time of acquisition of each bed, plus one-half (1/2) of the
difference between that amount and the maximum property basis per bed at the rate effective date.
(B) The term is determined per bed at the time of acquisition of each bed and is twenty (20) years for beds
acquired on or after April 1, 1983, and twelve (12) years for beds acquired before April 1, 1983.
(C) The allowable interest rate is the United States Treasury bond, ten (10) year amortization, constant
maturity rate plus three percent (3%), rounded to the nearest one-half percent (0.5%) plus one and one-half
percent (1.5%) at the earlier of the acquisition date of the beds or the commitment date of the attendant
permanent financing.

(2) The equity portion of the maximum capital return factor is calculated based on the following:
(A) The allowable equity as established under section 14 of this rule.
(B) The rate of return on equity is the greater of the United States Treasury bond, ten (10) year amortization,
constant maturity rate plus three percent (3%), rounded to the nearest one-half percent (0.5%) on the last
day of the reporting period minus one percent (1%), or the weighted average of the United States Treasury
bond, ten (10) year amortization, constant maturity rate plus three percent (3%), rounded to the nearest
one-half percent (0.5%) plus one percent (1%) at the earlier of the acquisition date of the beds or the
commitment date of the attendant permanent financing.

(c) For facilities with a change of provider status, the allowable capital return factor of the buyer/lessee shall be
not greater than the capital return factor that the seller/lessor would have received on the date of the transaction,
increased by one-half (1/2) of the percentage increase (as measured from the date of acquisition/lease
commitment date by the seller/lessor to the date of the change in provider status) in the Consumer Price Index for
All Urban Consumers (CPI-U) (United States city average). Any additional allowed capital expenditures incurred
by the buyer/lessee shall be treated in the same manner as if the seller/lessor had incurred the additional capital
expenditures.

(d) The following costs, which are attributable to the negotiation or settlement of the sale or purchase of any
capital asset (by acquisition or merger) for which any payment has been previously made under the-tdiana
Medicaid pregram; shall not be recognized as an allowable cost:

(1) Legal fees.

(2) Accounting and administrative costs.

(3) Travel costs.

(4) The costs of feasibility studies.

(Office of the Secretary of Family and Social Services; 405 IAC 1-12-15; filed Jun 1, 1994, 5:00 p.m.: 17 IR 2324;
filed Sep 1, 2000, 2:10 p.m.: 24 IR 17; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Oct 10, 2002,
10:52 a.m.: 26 IR 726; filed Aug 7, 2007, 10:27 a.m.: 20070905-IR-405060157FRA; readopted filed Sep 19, 2007,
12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 35. 405 IAC 1-12-19 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-12-19 Allowable costs; wages; costs of employment; record keeping; owner or related party
compensation

Authority: IC 12-15-1-10; IC 12-15-21-2

Affected: IC 12-13-7-3; IC 12-15

Sec. 19. (a) Reasonable compensation of individuals employed by a provider is an allowable cost, provided
the:

(1) employees are engaged in patient or resident care-related functions; and

(2) compensation amounts are reasonable and allowable under this section and sections 20 through 22 of this

rule.

(b) The provider shall report using the forms or in a format prescribed by the office all patient and
resident-related staff costs and hours incurred to perform the function for which the provider was certified. Both
total compensation and total hours worked shall be reported. Staffing limitations to determine Medicaid allowable
cost shall be based on hours worked by employees. If a service is performed through a contractual agreement,
imputed hours for contracted services are only required when the services obviate the need for staffing of a major
function or department that is normally staffed by in-house personnel. For all providers, except for providers of
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extensive support needs residences for adults:
(1) hours for laundry services in CRF/DD or {&FAMR ICF/IID facilities that are properly documented through
appropriate time studies, whether paid in-house or contracted, shall not be included in calculating the staffing
limitation for the facility; and
(2) hours associated with the provision of day services and other ancillary services, except as specified in
subsection (d), shall be excluded from the staffing limitation.

(c) Payroll records shall be maintained by the provider to substantiate the staffing costs reported to the office.
The records shall indicate each employee's classification, hours worked, rate of pay, and the department or
functional area to which the employee was assigned and actually worked. If an employee performs duties in more
than one (1) department or functional area, the payroll records shall indicate the time allocations to the various
assignments.

(d) When an owner or related party work assignment is at or below a department head level, the hours and
compensation shall be included in the staffing hours reported using the forms prescribed by the office. Such hours
and compensation must be reported separately and so identified. Compensation paid to owners or related parties
for performing such duties shall be subject to the total staffing limitations and allowed if the compensation paid to
owners or related parties does not exceed the price paid in the open market to obtain such services by
nonowners or nonrelated parties. Such compensation to owners or related parties is not subject to the limitation
found in section 20 of this rule.

(Office of the Secretary of Family and Social Services; 405 IAC 1-12-19; filed Jun 1, 1994, 5:00 p.m.: 17 IR 2327,
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Oct 10, 2002, 10:52 a.m.: 26 IR 729; filed Aug 7, 2007,
10:27 a.m.: 20070905-IR-405060157FRA; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 36. 405 IAC 1-12-21 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-12-21 Nonstate-operated intermediate care facilities for individuals with intellectual disabilities;
allowable costs; compensation; per diem rate

Authority: IC 12-15-1-10; IC 12-15-21-2

Affected: IC 12-13-7-3; IC 12-15

Sec. 21. (a) The procedures described in this section are applicable to irtermediate-carefacilitiesforthe
mentallyretarded ICFs/IID with nine (9) or more beds only, notwithstanding the application of standards and
procedures set forth in sections 1 through 20 of this rule.

(b) The per diem rate for intermediate-care-faciliiesforthe-mentallyretarded ICFs/IID is an all-inclusive rate.

The per diem rate includes all services provided to patients by the facility.
(c) Costs related to staffing shall be limited to seven (7) hours worked per patient day.

(d) Any {SFsMR ICFs/IID that is licensed as a CRMNF will be paid at a rate of six hundred twenty-six dollars
and twenty-six cents ($626.26) per resident day. This per diem rate is available only upon certification as a
Medicaid +&FMR ICF/IID and licensure by the division of disability and rehabilitative services. {eFsfMR ICFs/IID
that are licensed as CRMNFs are not subject to other rate adjustments identified in this rule except for 405 IAC 1-
12-27 and will not receive a base rate nor be subject to the base rate reporting requirements at section 5 of this
rule.

(Office of the Secretary of Family and Social Services; 405 IAC 1-12-21; filed Jun 1, 1994, 5:00 p.m.: 17 IR 2328;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA,; filed Aug 28, 2013, 10:20 a.m.: 20130925-IR-405120637FRA,; readopted filed Oct
28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; filed Apr 29, 2015, 3:38 p.m.: 20150527-IR-405150034FRA)

SECTION 37. 405 IAC 1-12-22 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-12-22 Community residential facilities for the developmentally disabled; allowable costs;

Date: Dec 18,2024 8:31:52PM EST DIN: 20160518-IR-405150418PRA Page 41


http://www.in.gov/legislative/iac/iac_title?iact=405&iaca=1
http://www.in.gov/legislative/iac/irdin.pdf?din=20070905-IR-405060157FRA
http://www.in.gov/legislative/iac/irdin.pdf?din=20071010-IR-405070311RFA
http://www.in.gov/legislative/iac/irdin.pdf?din=20131127-IR-405130241RFA
http://www.in.gov/legislative/iac/iac_title?iact=405&iaca=1
http://www.in.gov/legislative/iac/iac_title?iact=405&iaca=1
http://www.in.gov/legislative/iac/ic?t=12&a=15&c=1&s=10
http://www.in.gov/legislative/iac/ic?t=12&a=15&c=21&s=2
http://www.in.gov/legislative/iac/ic?t=12&a=13&c=7&s=3
http://www.in.gov/legislative/iac/ic?t=12&a=15
http://www.in.gov/legislative/iac/iac_title?iact=405&iaca=1
http://www.in.gov/legislative/iac/iac_title?iact=405&iaca=1
http://www.in.gov/legislative/iac/iac_title?iact=405&iaca=1
http://www.in.gov/legislative/iac/irdin.pdf?din=20071010-IR-405070311RFA
http://www.in.gov/legislative/iac/irdin.pdf?din=20130925-IR-405120637FRA
http://www.in.gov/legislative/iac/irdin.pdf?din=20131127-IR-405130241RFA
http://www.in.gov/legislative/iac/irdin.pdf?din=20150527-IR-405150034FRA
http://www.in.gov/legislative/iac/iac_title?iact=405&iaca=1
http://www.in.gov/legislative/iac/iac_title?iact=405&iaca=1

Indiana Register
compensation; per diem rate

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 22. (a) Notwithstanding the application of standards and procedures set forth in sections 1 through 20.5

of this rule, the procedures described in this section apply to irtermediate-carefaciliiesferthe-mentallyretarded
ICFs/IID with eight (8) or fewer beds {eemmunityresidentiaHacilitiesforthe-developmentally-disabled);

(CRFs/DD), except for intermediate-care-faciitiesfor-the-mentalhyretarded ICFs/IID licensed as:
(1) small behavior management residences for children for which the procedures described in this section
apply to facilities with six (6) or fewer beds;
(2) small extensive medical needs residences for adults for which the procedures described in this section
apply to facilities with four (4) beds; and
(3) extensive support needs residences for adults for which the procedures described in this section apply to
facilities with four (4) beds.

(b) Costs related to staffing shall be limited to the following:

Type of License Staff Hours Per Resident Day
Sheltered living 4.5
Intensive training 6.0
Developmental training 8.0
Child rearing 8.0
Child rearing residences with specialized programs 10.0
Basic developmental 10.0
Small behavior management residences for children 12.0
Small extensive medical needs residences for adults 12.0
Extensive support needs residences for adults 24.0

(c) Any change in staffing that exceeds the current limitations of four and one-half (4.5) hours per resident day
for adults and eight (8) hours per resident day for children will require approval on a case-by-case basis, upon
application by the facility. This approval will be determined in the following manner:

(1) A new or current provider of service that seeks staffing above four and one-half (4.5) hours per resident

day for adults or eight (8) hours per resident day for children must first obtain approval from the DDRS, based

upon the DDRS assessment of the program needs of the residents. The DDRS will establish the maximum
number of staff hours per resident day for each facility, which may be less than but may not be more than the
ceiling for each type of license. If a change in type of license is required to permit the staffing limitation
determined by the DDRS, then the DDRS will make its recommendation to the licensing authority and convey
to the office ef-Medicaid-peliey-and-planninrg the decision of the licensing authority. The office shall:

(A) conduct a complete and independent review of a request for increased staffing; and

(B) retain final authority to determine whether a rate change will be granted as a result of a change in

licensure type.

(2) If a provider of services holds a current license that would permit staffing above the limitation of four and

one-half (4.5) hours per resident day for adults and eight (8) hours per resident day for children, but the

provider does not seek approval of staffing beyond those limitations, then the DDRS may investigate whether
the provider holds the appropriate type of license.

(d) The per diem rate shall be an all-inclusive rate. The established rate includes all services provided to
residents by a facility. The office shall not set a rate for more than one (1) level of care for each eemmunity

residential-facility-for-the-developmentally-disabled CRF/DD provider.

(Office of the Secretary of Family and Social Services; 405 IAC 1-12-22; filed Jun 1, 1994, 5:00 p.m.: 17 IR 2328;
filed Aug 15, 1997, 8:47 a.m.: 21 IR 81, filed Oct 31, 1997, 8:45 a.m.: 21 IR 953; readopted filed Jun 27, 2001,
9:40 a.m.: 24 IR 3822; filed Jun 10, 2002, 2:24 p.m.: 25 IR 3124; filed Aug 7, 2007, 10:27 a.m.:
20070905-1R-405060157FRA,; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA,
readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 38. 405 IAC 1-12-23 IS AMENDED TO READ AS FOLLOWS:
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405 IAC 1-12-23 Medical or nonmedical supplies and equipment; personal care items

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 23. (a) Routine and nonroutine medical supplies and equipment are included in the provider's approved
per diem rate, and the provider shall not bill the Medicaid pregram for such items in addition to the established
rate. Under no circumstances shall the routine and nonroutine medical supplies and equipment be billed through
a pharmacy or other provider. Routine supplies and equipment include those items routinely required for the care
of residents. Nonroutine medical supplies and equipment are those items for which the need must be
demonstrated by the resident's particular condition and identifiable to that resident. The medical records of each
resident must indicate, by specific written physician's orders, the order for the service or supply furnished and the
dispensing of the service or supply to the resident.

(b) Personal care or comfort items include the following:

(1) Hairbrushes and combs.

(2) Dental adhesives and caps.

(3) Toothpaste.

(4) Shower caps.

(5) Nail files.

(6) Lemon glycerine swabs.

(7) Mouthwashes.

(8) Toothbrushes.

(9) Deodorants.

(10) Shampoos.

(11) Disposable tissues.

(12) Razor.

(13) Any other items or equipment covered by Medicaid and specifically requested by a resident and not

routinely provided by the provider.
These items may be included in the approved room charge. Under no circumstances shall items included as
personal care or comfort be billed through a pharmacy or other provider to the Medicaid. pregram-

(Office of the Secretary of Family and Social Services; 405 IAC 1-12-23; filed Jun 1, 1994, 5:00 p.m.: 17 IR 2329;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 39. 405 IAC 1-12-24 1S AMENDED TO READ AS FOLLOWS:

405 IAC 1-12-24 Assessment methodology

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15-32-11

Sec. 24. (a) CRF/DD and {SHMR ICF/IID facilities that are not operated by the state will be assessed an
amount that is based on total annual facility revenue. In determining total annual revenue when the financial
report period is other than three hundred sixty-five (365) days, the total revenue shall be annualized based on the
number of days in the reporting period. The assessment percentage applied to total annual revenue shall be six
percent (6%). In no event shall the assessment percentage exceed the percentage determined to be eligible for
federal financial participation under federal law.

(b) The assessment on provider total annual revenue authorized by |C 12-15-32-11 shall be an allowable cost
for cost reporting and audit purposes. Total annual revenue is determined as follows:

(1) For an annual rate review, from the provider's previous annual financial reporting period as set out in

section 4(a) of this rule.

(2) For a base rate review, from the provider's previous base financial reporting period as set out in section

5(c) of this rule.

(3) For an initial interim rate review for a new provider that is not the result of a change of ownership, the

fiftieth percentile provider's assessment for a like level of care shall be used as determined in section 5(a) of

this rule. The fiftieth percentile provider's assessment is divided by their resident days to determine the

assessment per resident day amount. The assessment per resident day amount is then multiplied by the
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annualized bed days available to determine the new provider's annualized assessment.
Providers will submit data to calculate the amount of provider assessment with their annual and base rate reviews
as set out in sections 4(a) and 5(c) of this rule, using forms or in a format prescribed by the office. These forms
are subject to audit by the office or its designee.

(c) If federal financial participation to match the assessment becomes unavailable under federal law after the
implementation date, the authority to impose the assessment terminates on the date that the federal statutory,
regulatory, or interpretive change takes place, and such termination will apply prospectively. In addition,
prospective termination of the assessment as described in this subsection will result in the simultaneous
termination of the assessment being considered as an allowable cost for rate setting purposes.

(d) For an {Sks/MR ICFH/IID that is licensed as a CRMNF, the total annual revenue on which the assessment is
based shall be determined as follows:

(1) For the initial interim rate review, available bed days times the projected occupancy rate of sixty-nine

percent (69%) times the approved Medicaid rate issued to the provider.

(2) For annual rate reviews, from the provider's previous annual financial reporting period as set out in section

4(a) of this rule.

(Office of the Secretary of Family and Social Services; 405 IAC 1-12-24; filed Jun 1, 1994, 5:00 p.m.: 17 IR 2329;
filed Aug 14, 1998, 4:27 p.m.: 22 IR 67; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Oct 3, 2001,
9:40 a.m.: 25 IR 381; filed Oct 10, 2002, 10:52 a.m.: 26 IR 730; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA,; filed Jul 31, 2008, 4:12 p.m.: 20080827-IR-405070647FRA; filed Aug 28, 2013,
10:20 a.m.: 20130925-IR-405120637FRA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 40. 405 IAC 1-12-25 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-12-25 Reimbursement for day services

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 25. For {SHMR ICF/1ID and CRF/DD facilities, the all-inclusive per diem rate shall include reimbursement
for all day habilitation services. Costs associated with day habilitation services shall be reported to the office on
the annual or historical financial report form using forms prescribed by the office. Allowable day habilitation costs
shall be included in determining a provider's allowable costs for rate setting purposes in accordance with all
sections of this rule.

(Office of the Secretary of Family and Social Services; 405 IAC 1-12-25; filed Jun 1, 1994, 5:00 p.m.: 17 IR 2330;
filed Aug 14, 1998, 4:27 p.m.: 22 IR 68; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep
19, 2007, 12:16 p.m.: 20071010-I1R-405070311RFA,; filed Aug 28, 2013, 10:20 a.m.:
20130925-1R-405120637FRA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 41. 405 IAC 1-12-26 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-12-26 Administrative reconsideration; appeal

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 4-21.5-3; IC 12-13-7-3

Sec. 26. (a) The Medicaidrate-setting-eentracter office shall notify each provider of the provider's rate and

allowable cost determinations after they have been computed. If the provider disagrees with the rate or allowable
cost determinations, the provider may request an administrative reconsideration by the Medicaid+rate-setting
eontracter: office. Such reconsideration request shall be in writing and shall contain specific issues to be
reconsidered and the rationale for the provider's position. The provider must request administrative
reconsideration before filing an appeal. Only issues raised by the provider during the administrative
reconsideration may be subsequently raised in an appeal. The request shall be signed by the provider or the
authorized representative of the provider and must be received by the eentractoer office not later than forty-five
(45) days after release of the rate or allowable cost determinations as computed by the Medicaid+rate-setting
eentracter: office. Upon receipt of the request for reconsideration, the Medicaidrate-setting-contracter office shall
evaluate the data. After review, the Medicaidrate-setting-contracter office may amend the rate, amend the
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challenged procedure or allowable cost determination, or affirm the original decision. The Medicaid-rate-setting
eoentracter office shall thereafter notify the provider of its final decision in writing, not later than forty-five (45) days

from the Medread—mte—se%mg—eempaeteps office's receipt of the request for reconsideration. In the event that a
timely response is not made by the rate-setting-eentracter office to the provider's reconsideration request, the

request shall be deemed denied and the provider may pursue its administrative remedies as set out in subsection

().

(b) If the provider disagrees with the preliminary recalculated Medicaid rate or allowable cost redetermination
resulting from a financial audit adjustment or reportable condition the provider may request an administrative
reconsideration from the Medicaid-auditcentractor office. Such reconsideration request shall be in writing and
shall contain specific issues to be considered and the rationale for the provider's position. The provider must
request administrative reconsideration before filing an appeal. Only issues raised by the provider during the
administrative reconsideration may be subsequently raised in an appeal. The request shall be signed by the
provider or the authorized representative of the provider and must be received by the Medicaid-audit-centractor
office not later than forty-five (45) days after release of the preliminary recalculated Medicaid rate or allowable
cost determinations as computed by the Medicaid-rate-setting-eentracter- office. Upon receipt of the request for
reconsideration, the Medicaid-audit-contracter office shall evaluate the data. After review, the Medicaid-audit
eontracter office may amend the audit adjustment or reportable condition or affirm the original adjustment or
reportable condition. The Me¢dicaidaudit-contracter office shall thereafter notify the provider of its final decision in
writing not later than forty-five (45) days from the Medicaid-audit-contracters office's receipt of the request for
reconsideration. In the event that a timely response is not made by the audit-econtracter office to the provider's
reconsideration request, the request shall be deemed denied and the provider may pursue its administrative
remedies under subsection (c).

(c) After completion of the reconsideration procedure under subsection (a) or (b), the provider may initiate an
appeal under IC 4-21.5-3. The request for an appeal must be signed by the provider.

(d) The office may take action to implement Medicaid rates without awaiting the outcome of the administrative
process, in accordance with section 1(d) of this rule.

(Office of the Secretary of Family and Social Services; 405 IAC 1-12-26; filed Jun 1, 1994, 5:00 p.m.: 17 IR 2331,
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Oct 10, 2002, 10:52 a.m.: 26 IR 730; readopted filed
Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA,; filed May 31, 2013, 8:52 a.m.:
20130626-1R-405120279FRA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 42. 405 IAC 1-12-27 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-12-27 Rate reduction

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 27. Notwithstanding all other provisions of this rule, reimbursement rates shall be reduced, through June
30, 2017, by one percent (1%) for services provided by all privately (nonstate) owned irtermediate-carefacilities

forthe-mentallyretarded-CFs/MR) ICFs/IID and eemmunityresidentiak-facilitiesfor the-developmentally-disabled

CRFs/DD that have been calculated under this rule.

(Office of the Secretary of Family and Social Services; 405 IAC 1-12-27; filed Nov 8, 2013, 2:56 p.m.:
20131204-1R-405130422FRA,; filed Apr 29, 2015, 3:38 p.m.: 20150527-IR-405150034FRA)

SECTION 43. 405 IAC 1-13-1 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-13-1 Eligibility

Authority: IC 12-15-21-1; IC 12-15-21-3
Affected: IC 12-15-6

Sec. 1. (a) Eligibility for basic and enhanced disproportionate share hospital payments for hospital providers
that are not owned or operated by the state will be determined using a provider's Medicaid inpatient utilization rate
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and low income utilization rate based on utilization and revenue data from the cost reporting period used to
determine that provider's eligibility for disproportionate share payments as of July 1, 1992.

(b) Hospital providers that are owned or operated by the state are eligible for disproportionate share hospital
payments for a fiscal year if:

(1) for any portion of that fiscal year, the provider meets the Health-Care-Financing-Administration's CMS's

conditions of participation for the Medicare program;

(2) for any portion of that fiscal year, the provider is eligible for Medicaid payments;

(3) the hospital's low income utilization rate for that fiscal year exceeds twenty-five percent (25%); and

(4) the hospital's Medicaid utilization rate exceeds one percent (1%).

(Office of the Secretary of Family and Social Services; 405 IAC 1-13-1; filed Jan 27, 1994, 5:00 p.m.: 17 IR 1090;
filed May 25, 1995, 3:00 p.m.: 18 IR 2409; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed
Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 44. 405 IAC 1-13-2 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-13-2 Basic disproportionate share payments

Authority: IC 12-15-21-1; IC 12-15-21-3
Affected: IC 12-15-6

Sec. 2. (a) For purposes of determining the proportional distribution to be made from the disproportionate
share pool for basic disproportionate share payments to hospital providers eligible under section 1(a) of this rule,
the provider's utilization and revenue data shall be for the same cost reporting period as in section 1(a) of this
rule.

(b) Basic disproportionate share distributions from the disproportionate share pool to hospital providers eligible
under section 1(b) of this rule shall be based on the hospital's costs during the fiscal year for services furnished to
individuals who are either of the following:

(1) Eligible for medicatl-assistanee Medicaid under the state plan.

(2) Have no health insurance or other source of third party coverage for services provided during the fiscal

year and whose personal resources are inadequate to cover the cost of the services furnished. For purposes

of this subdivision, payments made to a hospital for services provided to indigent patients made by the state or

a unit of local government within the state shall not be considered a source of third party payment.

(Office of the Secretary of Family and Social Services; 405 IAC 1-13-2; filed Jan 27, 1994, 5:00 p.m.: 17 IR 1090;
filed May 25, 1995, 3:00 p.m.: 18 IR 2409; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed
Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA, readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 45. 405 IAC 1-14.6-1 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-14.6-1 Policy; scope

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 6-8.1-10-1; IC 12-13-7-3; |IC 12-15-13-4; IC 24-4.6-1-101

Sec. 1. (a) This rule sets forth procedures for payment for services rendered to Medicaid reeipients members
by duly-eertified nursing facilities. {NF)- All payments referred to within this rule are contingent upon the following:

(1) Proper and current certification.

(2) Compliance with applicable state and federal statutes and regulations.

(b) The procedures described in this rule set forth methods of reimbursement that promote quality of care,
access, efficiency, economy, and consistency. These procedures recognize level and quality of care, access,
establish effective accountability over Medicaid expenditures, provide for a regular review mechanism for rate
changes, and, only to the extent the state is required to by state law, compensate providers for reasonable,
allowable costs which must be incurred by efficiently and economically operated facilities. The system of payment
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outlined in this rule is a prospective system. Cost limitations are contained in this rule that establish parameters
regarding the allowability of costs and define reasonable allowable costs.

(c) Retroactive payment or repayment will be required when an audit verifies an underpayment or
overpayment due to intentional misrepresentation, billing or payment errors, or misstatement of historical financial
or historical statistical data, or resident assessment data which caused a lower or higher rate than would have
been allowed had the data been true and accurate. Upon discovery that a provider has received overpayment of a
Medicaid claim from the office, the provider must complete the appropriate Medicaid billing adjustment form and
reimburse the office for the amount of the overpayment, or the office shall make a retroactive payment
adjustment, as appropriate.

(d) The office may implement Medicaid rates and recover overpayments from previous rate reimbursements,
either through deductions of future payments or otherwise, without awaiting the outcome of the administrative
appeal process, in accordance with |C 12-15-13-4(e).

(e) Providers must pay interest on all overpayments, consistent with IC 12-15-13-4. The interest charge shall
not exceed the percentage set out in IC 6-8.1-10-1(c). The interest shall:

(1) accrue from the date of the overpayment to the provider; and

(2) apply to the net outstanding overpayment during the periods in which such overpayment exists.

(Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-1; filed Aug 12, 1998, 2:27 p.m.: 22 IR 69,
eff Oct 1, 1998; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA, filed May 31, 2013, 8:52 a.m.: 20130626-1R-405120279FRA; readopted filed Oct
28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 46. 405 IAC 1-14.6-2 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-14.6-2 Definitions

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 2. (a) The definitions in this section apply throughout this rule.

(b) "Administrative component" means the portion of the Medicaid rate that shall reimburse providers for
allowable administrative services and supplies, including prorated employee benefits based on salaries and
wages. Administrative services and supplies include the following:

(1) Administrator and co-administrators, owners' compensation (including director's fees) for patient-related

services.

(2) Services and supplies of a home office that are:

(A) allowable and patient-related; and
(B) appropriately allocated to the nursing facility.

(3) Office and clerical staff.

(4) Legal and accounting fees.

(5) Advertising.

(6) All staff travel and mileage.

(7) Telephone.

(8) License dues and subscriptions.

(9) All office supplies used for any purpose, including repairs and maintenance charges and service

agreements for copiers and other office equipment.

(10) Working capital interest.

(11) State gross receipts taxes.

(12) Utilization review costs.

(13) Liability insurance.

(14) Management and other consultant fees.

(15) Qualified mentalretardation intellectual disability professional. {@MRP):

(16) Educational seminars for administrative staff.

(17) Support and license fees for all general and administrative computer software and hardware such as

accounting or other data processing activities.
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(c) "Allowable per patient day cost” means a ratio between allowable variable cost and patient days using each
provider's actual occupancy from the most recently completed desk reviewed annual financial report, plus a ratio
between allowable fixed costs and patient days using the greater of:

(1) the minimum occupancy requirements as contained in this rule; or

(2) each provider's actual occupancy rate from the most recently completed desk reviewed annual financial

report.

(d) "Allowed profit add-on payment" means the portion of a facility's tentative profit add-on payment that,
except as may be limited by application of the overall rate ceiling as defined in this rule, shall be included in the
facility's Medicaid rate, and is based on the facility's total quality score.

(e) "Annual financial report" refers to a presentation of financial data, including appropriate supplemental data
and accompanying notes, derived from accounting records and intended to communicate the provider's economic
resources or obligations at a point in time, or changes therein for a period of time in compliance with the reporting
requirements of this rule.

(f) "Average allowable cost of the median patient day" means the allowable per patient day cost (including any
applicable inflation adjustment) of the median patient day from all providers when ranked in numerical order
based on average allowable cost. The average allowable variable cost (including any applicable inflation
adjustment) shall be computed on a statewide basis using each provider's actual occupancy from the most
recently completed desk reviewed annual financial report. The average allowable fixed costs (including any
applicable inflation adjustment) shall be computed on a statewide basis using an occupancy rate equal to the
greater of:

(1) the minimum occupancy requirements as contained in this rule; or

(2) each provider's actual occupancy rate from the most recently completed desk reviewed annual financial

report.

The average allowable cost of the median patient day shall be maintained by the office with revisions made four
(4) times per year effective January 1, April 1, July 1, and October 1.

(g) "Average historical cost of property of the median bed" means the allowable patient-related property cost
per bed for facilities that are not acquired through an operating lease arrangement, when ranked in humerical
order based on the allowable patient-related historical property cost per bed that shall be updated each calendar
quarter. Property shall be considered allowable if it satisfies the conditions of section 14(a) of this rule.

(h) "Calendar quarter" means a three (3) month period beginning January 1, April 1, July 1, or October 1.

(i) "Capital component” means the portion of the Medicaid rate that shall reimburse providers for the use of
allowable capital-related items. Such capital-related items include the following:

(1) The fair rental value allowance.

(2) Property taxes.

(3) Property insurance.

() "Case mix index" or "CMI" means a numerical value score that describes the relative resource use for each
resident within the groups under the resource utilization group (RUG-III) classification system prescribed by the
office based on an assessment of each resident. The facility CMI shall be based on the resident CMI, calculated
on a facility-average, time-weighted basis for the following:

(1) Medicaid residents.

(2) All residents.

(k) "Children's nursing facility" means a nursing facility that, as of January 1, 2009, has:

(2) fifteen percent (15%) or more of its residents who are under the chronological age of twenty-one (21)
years; and

(2) received written approval from the office to be designated as a children's nursing facility.

() "Cost center" means a cost category delineated by cost reporting forms prescribed by the office.
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(m) "Delinquent MDS resident assessment” means an assessment that is greater than one hundred thirteen
(113) days old, as measured by the date defined by CMS for determining delinquency or an assessment that is
not completed within the time prescribed in the guidelines for use in determining the time-weighted CMI under
section 9(e) of this rule. This determination is made on the fifteenth day of the second month following the end of
a calendar quarter.

(n) "Desk review" means a review and application of these regulations to a provider submitted annual financial
report including accompanying notes and supplemental information.

(o) "Direct care component" means the portion of the Medicaid rate that shall reimburse providers for allowable
direct patient care services and supplies, including prorated employee benefits based on salaries and wages.
Direct care services and supplies include all of the following:

(1) Nursing and nursing aide services.

(2) Nurse consulting services.

(3) Pharmacy consultants.

(4) Medical director services.

(5) Nurse aide training.

(6) Medical supplies.

(7) Oxygen.

(8) Medical records costs.

(9) Rental costs for low air loss mattresses, pressure support surfaces, and oxygen concentrators. Rental

costs for these items are limited to one dollar and fifty cents ($1.50) per resident day.

(10) Support and license fees for software utilized exclusively in hands-on resident care support, such as MDS

assessment software and medical records software.

(11) Replacement dentures for Medicaid residents provided by the facility that exceed state Medicaid plan

limitations for dentures.

(12) Legend and nonlegend sterile water products used for irrigation or humidification.

(13) Educational seminars for direct care staff.

(14) Skin protectants, sealants, moisturizers, and ointments that are applied on an as needed basis by the

member, nursing facility care staff, or by prescriber's order as a part of routine care as defined in subsection

tge)- (ff).

(p) "Fair rental value allowance" means a methodology for reimbursing nursing facilities for the use of
allowable facilities and equipment, based on establishing a rental valuation on a per bed basis of such facilities
and equipment, and a rental rate.

(q) "Field audit" means a formal official verification and methodical examination and review, including the final
written report of the examination of original books of accounts and resident assessment data and its supporting
documentation by auditors.

(r) "Fixed costs" means the portion of each rate component that shall be subjected to the minimum occupancy
requirements as contained in this rule. The following percentages shall be multiplied by total allowable costs to
determine allowable fixed costs for each rate component:

Rate Component Fixed Cost Percentage
Direct Care 25%
Indirect Care 37%
Administrative 84%
Capital 100%

(s) "Forms prescribed by the office" means either of the following:
(1) Cost reporting forms provided by the office.
(2) Substitute forms that have received prior written approval by the office.

(t) "General line personnel” means management personnel above the department head level who perform a
policymaking or supervisory function impacting directly on the operation of the facility.

Date: Dec 18,2024 8:31:52PM EST DIN: 20160518-IR-405150418PRA Page 49



Indiana Register

(u) "Generally accepted accounting principles” or "GAAP" means those accounting principles as established
by the American Institute of Certified Public Accountants.

(v) "Incomplete MDS resident assessment" means an assessment that is not printed by the nursing facility
provider upon request by the office. eritscentractor

(w) "Indirect care component" means the portion of the Medicaid rate that shall reimburse providers for
allowable indirect patient care services and supplies, including prorated employee benefits based on salaries and
wages. Indirect care services and supplies include the following:

(1) Dietary services and supplies.

(2) Raw food.

(3) Patient laundry services and supplies.

(4) Patient housekeeping services and supplies.

(5) Plant operations services and supplies.

(6) Utilities.

(7) Social services.

(8) Activities supplies and services.

(9) Recreational supplies and services.

(10) Repairs and maintenance.

(11) Cable or satellite television throughout the nursing facility, including residents' rooms.

(12) Pets, pet supplies and maintenance, and veterinary expenses.

(13) Educational seminars for indirect care staff.

(14) All costs related to nonambulance travel and transportation of residents.

(x) "Medical and nonmedical supplies and equipment" includes those items generally required to assure
adequate medical care and personal hygiene of patients.

(y) "Minimum data set" or "MDS" means a core set of screening and assessment elements, including common
definitions and coding categories, that form the foundation of the comprehensive assessment for all residents of
long-term care facilities certified to participate in the Medicaid. pregram- The items in the MDS standardize
communication about resident problems, strengths, and conditions within facilities, between facilities, and
between facilities and outside agencies. Version 2.0 (9/2000) is the most current form to the minimum data set
(MDS 2.0). The Indiana system will employ the MDS 2.0 or subsequent revisions as approved by the-Centersfor
Medicare-and-Medicaid-Services CMS.

(2) "Normalized allowable cost" means total allowable direct patient care costs for each facility divided by that
facility's average CMI for all residents.

(aa) "Nursing home report card score" means a humerical score developed and published by the-trdiara-state
department-ef-health ISDH that quantifies each facility's key survey results.

{ee)} (bb) "Ordinary patient-related costs" means costs of allowable services and supplies that are necessary in
delivery of patient care by similar providers within the state.

{dePatientfreeipient (cc) "Patient/member care" means those Medicaid program services delivered to a
Medicaid enrolled recipient member by a eertified-Medicaid provider.

{ee} (dd) "Reasonable allowable costs" means the price a prudent, cost-conscious buyer would pay a willing
seller for goods or services in an arm's-length transaction, not to exceed the limitations set out in this rule.

5 (ee) "Related party/organization" means that the provider:
(1) is associated or affiliated with; or
(2) has the ability to control or be controlled by;

Date: Dec 18,2024 8:31:52PM EST DIN: 20160518-IR-405150418PRA Page 50



Indiana Register
the organization furnishing the service, facilities, or supplies, whether or not such control is actually exercised.

{gey (ff) "Routine care" means care that does not treat or ameliorate a specific defect or specific physical or
mental illness or condition.

kY (gg) "RUG-III resident classification system" means the resource utilization group used to classify
residents. When a resident classifies into more than one (1) RUG Il group, the RUG 1l group with the greatest
CMI will be utilized to calculate the facility-average CMI for all residents and facility-average CMI for Medicaid
residents.

£B (hh) A nursing facility with a "special care unit (SCU) for Alzheimer's disease or dementia” means a nursing
facility that meets all of the following:
(1) Has a locked, secure, segregated unit or provides a special program or special unit for residents with
Alzheimer's disease, related disorders, or dementia.
(2) The facility advertises, markets, or promotes the health facility as providing Alzheimer's care services or
dementia care services, or both.
(3) The nursing facility has a designated director for the Alzheimer's and dementia special care unit, who
satisfies all of the following conditions:
(A) Became the director of the SCU prior to August 21, 2004, or has earned a degree from an educational
institution in a health care, mental health, or social service profession, or is a licensed health facility
administrator.
(B) Has a minimum of one (1) year work experience with dementia or Alzheimer's, or both, residents within
the past five (5) years.
(C) Completed a minimum of twelve (12) hours of dementia specific training within three (3) months of initial
employment and has continued to obtain six (6) hours annually of dementia-specific training thereafter to:
(i) meet the needs or preferences, or both, of cognitively impaired residents; and
(i) gain understanding of the current standards of care for residents with dementia.
(D) Performs the following duties:
(i) Oversees the operations of the unit.
(ii) Ensures personnel assigned to the unit receive required in-service training.
(iif) Ensures the care provided to Alzheimer's and dementia care unit residents is consistent with in-service
training, current Alzheimer's and dementia care practices, and regulatory standards.

£ (ii) "Tentative profit add-on payment" means the profit add-on payment calculated under this rule before
considering a facility's total quality score.

€49 (jj) "Therapy component" means the portion of each facility's direct costs for therapy services, including
any employee benefits prorated based on total salaries and wages, rendered to Medicaid residents that are not
reimbursed by other payors, as determined by this rule.

a4y (kk) "Total quality score" means the sum of the quality points awarded to each nursing facility for all eight
(8) quality measures as determined in section 7(n)(1) through 7(n)(8) of this rule.

) (1) "Unit of service" means all patient care included in the established per diem rate required for the care
of an inpatient for one (1) day (twenty-four (24) hours).

)y (mm) "Unsupported MDS resident assessment” means an assessment where one (1) or more data items
that are required to classify a resident pursuant to the RUG-III resident classification system:

(1) are not supported according to the MDS supporting documentation guidelines as set forth in 405 IAC 1-15;

and

(2) result in the assessment being classified into a different RUG-III category.

(Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-2; filed Aug 12, 1998, 2:27 p.m.: 22 IR 69,
eff Oct 1, 1998; filed Mar 2, 1999, 4:42 p.m.: 22 IR 2238; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822;
filed Mar 18, 2002, 3:30 p.m.: 25 IR 2462; filed Oct 10, 2002, 10:47 a.m.: 26 IR 707; filed Jul 29, 2003, 4:00 p.m.:
26 IR 3869; filed Apr 24, 2006, 3:30 p.m.: 29 IR 2975; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA, filed Nov 12, 2009, 4:01 p.m.: 20091209-IR-405090215FRA; filed Nov 1, 2010,
11:37 a.m.: 20101201-IR-405100183FRA; filed May 31, 2013, 8:52 a.m.: 20130626-IR-405120279FRA,

Date: Dec 18,2024 8:31:52PM EST DIN: 20160518-IR-405150418PRA Page 51


http://www.in.gov/legislative/iac/iac_title?iact=405&iaca=1
http://www.in.gov/legislative/iac/iac_title?iact=405&iaca=1
http://www.in.gov/legislative/iac/irdin.pdf?din=20071010-IR-405070311RFA
http://www.in.gov/legislative/iac/irdin.pdf?din=20091209-IR-405090215FRA
http://www.in.gov/legislative/iac/irdin.pdf?din=20101201-IR-405100183FRA
http://www.in.gov/legislative/iac/irdin.pdf?din=20130626-IR-405120279FRA

Indiana Register

readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA,; filed Apr 29, 2015, 3:38 p.m.:
20150527-1R-405150034FRA)

SECTION 47. 405 IAC 1-14.6-3 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-14.6-3 Accounting records; retention schedule; audit trail; accrual basis; segregation of
accounts by nature of business and by location

Authority: IC 12-15-1-10; IC 12-15-21-2

Affected: IC 12-13-7-3; IC 12-15

Sec. 3. (a) The basis of accounting under this rule is a comprehensive basis of accounting other than
generally accepted accounting principles. Costs must be reported in the cost report in accordance with the
following authorities, in the hierarchal order listed:

(1) Costs must be reported in accordance with the specific provisions as set forth in this rule, any financial

report instructions, provider bulletins, and any other policy communications.

(2) Costs must be reported in conformance with cost finding principles published in the Medicare Provider

Reimbursement Manual, CMS 15-1.

(3) Costs must be reported in conformance with generally accepted accounting principles.

(b) Each provider must maintain financial records for a period of three (3) years after the date of submission of
financial reports to the office. The accrual basis of accounting shall be used in all data submitted to the office
except for government operated providers that are otherwise required by law to use a cash system. The provider's
accounting records must establish an audit trail from those records to the financial reports submitted to the office.

(c) When a field audit indicates that the provider's records are inadequate to support data submitted to the
office, or when the additional requested documentation is not provided pursuant to the auditor's request, and the
auditor is unable to complete the audit, the following actions shall be taken:

(1) The auditor shall give a written notice listing all of the deficiencies in documentation.

(2) The provider will be allowed thirty (30) days from the date of the notice to provide the documentation and

correct the deficiencies.

(3) Not later than thirty (30) days from the date of the notice described in subdivision (1), the provider may

seek one (1) thirty (30) day extension to respond to the notice and shall describe the reason or reasons the

extension is necessary.

(d) In the event that the deficiencies in documentation are not corrected within the time limit specified in
subsection (c), the following actions shall be taken:

(1) The rate then currently being paid to the provider shall be reduced by ten percent (10%), effective on the

first day of the month following the date the response was due.

(2) The ten percent (10%) reduction shall remain in place until the first day of the month following the office's

receipt of a complete response.

(3) If no response described in subdivision (2) is received, this reduction expires one (1) year after the

effective date specified in subdivision (1).

(4) No rate increases will be allowed until the first day of the calendar quarter following the office's receipt of

the response and requested documentation, or the expiration of the reduction.

(5) No reimbursement for the difference between the rate that would have otherwise been in place and the

reduced rate is recoverable by the provider.

(e) In the event that the documentation submitted is inadequate or incomplete, the following additional actions
shall be taken:

(1) Appropriate adjustments to the applicable cost reports of the provider resulting from inadequate records

shall be made.

(2) The auditeentracter office shall document such adjustments in a finalized exception report.

(3) The ratesetting-eontracter office shall incorporate such adjustments in the prospective rate calculations

under section 1(d) of this rule.

(f) If a provider has business enterprises or activities other than those reimbursed by Medicaid under this rule,
the revenues, expenses, and statistical and financial records for such enterprises or activities shall be clearly

Date: Dec 18,2024 8:31:52PM EST DIN: 20160518-IR-405150418PRA Page 52


http://www.in.gov/legislative/iac/irdin.pdf?din=20131127-IR-405130241RFA
http://www.in.gov/legislative/iac/irdin.pdf?din=20150527-IR-405150034FRA
http://www.in.gov/legislative/iac/iac_title?iact=405&iaca=1
http://www.in.gov/legislative/iac/iac_title?iact=405&iaca=1
http://www.in.gov/legislative/iac/ic?t=12&a=15&c=1&s=10
http://www.in.gov/legislative/iac/ic?t=12&a=15&c=21&s=2
http://www.in.gov/legislative/iac/ic?t=12&a=13&c=7&s=3
http://www.in.gov/legislative/iac/ic?t=12&a=15

Indiana Register

identifiable from the records of the operations reimbursed by Medicaid. If a field audit or desk review establishes
that records are not maintained so as to clearly identify Medicaid information, none of the commingled costs shall
be recognized as Medicaid allowable costs.

(g9) When multiple facilities or operations are owned by a single entity with a central office, the central office
records shall be maintained as a separate set of records with costs and revenues separately identified and
appropriately allocated to individual facilities. Each central office entity shall file an annual financial report
coincidental with the time period for any individual facility that receives any central office allocation. Allocation of
central office costs shall be reasonable, conform to GAAP, and be consistent between years. Any change of
central office allocation bases must be approved by the office prior to the changes being implemented. Proposed
changes in allocation methods must be submitted to the office at least ninety (90) days prior to the reporting
period to which the change applies. Such costs are allowable only to the extent that the central office is providing
services related to patient care and the provider can demonstrate that the central office costs improved efficiency,
economy, and quality of reeipiert member care. The burden of demonstrating that costs are patient-related lies
with the provider.

(Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-3; filed Aug 12, 1998, 2:27 p.m.: 22 IR 71,
eff Oct 1, 1998; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Mar 18, 2002, 3:30 p.m.: 25 IR 2465;
readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA,; filed May 31, 2013, 8:52 a.m.:
20130626-1R-405120279FRA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 48. 405 IAC 1-14.6-4 1S AMENDED TO READ AS FOLLOWS:

405 IAC 1-14.6-4 Financial report to office; annual schedule; prescribed form; extensions; penalty for
untimely filing

Authority: IC 12-15-1-10; IC 12-15-21-2

Affected: IC 12-13-7-3; IC 12-15

Sec. 4. (a) Each provider shall submit an annual financial report to the office not later than the last day of the
fifth calendar month after the close of the provider's reporting year. The annual financial report shall coincide with
the fiscal year used by the provider to report federal income taxes for the operation unless the provider requests
in writing that a different reporting period be used. Such a request shall be submitted within sixty (60) days after
the initial eertificationr enroliment of a provider. This option:

(1) may be exercised only one (1) time by a provider; and

(2) must coincide with the fiscal year end for Medicare cost reporting purposes.

If a reporting period other than the tax year is established, audit trails between the periods are required, including
reconciliation statements between the provider's records and the annual financial report. Nursing facilities that are
certified to provide Medicare-covered skilled nursing facility services are required to submit a written copy of their
Medicare cost report that covers their most recently completed historical reporting period.

(b) The first annual Financial Report for Nursing Facilities for a provider that has undergone a change of
provider ownership or control through an arm's length transaction between unrelated parties shall coincide with
that provider's first fiscal year end in which the provider has a minimum of six (6) full calendar months of actual
historical financial data. The provider shall submit their first annual financial report to the office not later than the
last day of the fifth calendar month after the close of the provider's reporting year or thirty (30) days following
notification that the change of provider ownership has been reviewed by the office. erits-eentracter- Nursing
facilities that are certified to provide Medicare-covered skilled nursing facility services are required to submit a
written copy of their Medicare cost report that covers their most recently completed historical reporting period.

(c) The provider's annual financial report shall be completed in accordance with applicable instructions and
submitted using forms prescribed by the office. All data elements and required attachments shall be completed so
as to provide full financial disclosure and shall include the following as a minimum:

(1) Patient census data.

(2) Statistical data.

(3) Ownership and related party information.

(4) Statement of all expenses and all income, excluding non-Medicaid routine income.

(5) Detail of fixed assets and patient-related interest bearing debt.

(6) Complete balance sheet data.
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(7) Schedule of Medicaid and private pay charges in effect on the last day of the reporting period. Private pay
charges shall be the lowest usual and erdirary customary charge.
(8) Certification by the provider that:

(A) the data are true, accurate, and related to patient care; and

(B) expenses not related to patient care have been clearly identified.
(9) Certification by the preparer, if different from the provider, that the data were compiled from all information
provided to the preparer by the provider and as such are true and accurate to the best of the preparer's
knowledge.
(10) A copy of the working trial balance that was used in the preparation of their submitted Medicaid cost
report.
(11) A copy of the crosswalk document used to prepare the Medicaid cost report that contains an audit trail
documenting the cost report schedule, line number, and column where each general ledger account is
reported on the cost report.
(12) Any other documents deemed necessary by the office to accomplish full financial disclosure of the
provider's operation.

(d) An extension of the five (5) month filing period shall not be granted.

(e) Failure to submit an annual financial report or Medicare cost report by nursing facilities that are certified to
provide Medicare-covered skilled nursing facility services within the time limit required shall result in the following
actions:

(1) No rate review shall be accepted or acted upon by the office until the delinquent reports are received.

(2) When an annual financial report or Medicare cost report by nursing facilities that are certified to provide

Medicare-covered skilled nursing facility services is more than one (1) calendar month past due, the rate then

currently being paid to the provider shall be reduced by ten percent (10%), effective on the first day of the

seventh month following the provider's fiscal year end and shall so remain until the first day of the month after
the delinquent annual financial report or Medicare cost report (if required) is received by the office. No rate
adjustments will be allowed until the first day of the calendar quarter following receipt of the delinquent annual
financial report. Reimbursement lost because of the penalty cannot be recovered by the provider. If the:
(A) Medicare filing deadline for submitting the Medicare cost report is delayed by the Medicare fiscal
intermediary; and
(B) provider fails to submit their Medicare cost report to the office on or before the due date as extended by
the Medicare fiscal intermediary;
then the ten percent (10%) rate reduction for untimely filing to the office as referenced herein shall become
effective on the first day of the month following the due date as extended by the Medicare fiscal intermediary.

(f) Nursing facilities are required to electronically transmit MDS resident assessment information in a complete,
accurate, and timely manner. MDS resident assessment information for a calendar quarter must be transmitted by
the fifteenth day of the second month following the end of that calendar quarter. An extension of the electronic
MDS assessment transmission due date may be granted by the office to a new operation attempting to submit
MDS assessments for the first time if the:

(1) new operation is not currently enrolled or submitting MDS assessments under the Medicare program; and

(2) provider can substantiate to the office circumstances that preclude timely electronic transmission.

(9) Residents discharged prior to completing an initial assessment that is not preceded by a Medicare
assessment or a regularly scheduled assessment will be classified in one (1) of the following RUG-III
classifications:

(1) SSB classification for residents discharged before completing an initial assessment where the reason for

discharge was death or a transfer to a hospital.

(2) CC1 classification for residents discharged before completing an initial assessment where the reason for

discharge was other than death or a transfer to a hospital.

(3) The classification from their immediately preceding assessment for residents discharged before completing

a regularly scheduled assessment.

(h) If the office erits-eentracter determines that a nursing facility has incomplete MDS resident assessments,
then, for purposes of determining the facility's CMI, the assessment or assessments shall be assigned the CMI
associated with the RUG-III group "BC1 - Unclassifiable".
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(i) If the office e+rits-centracter determines that a nursing facility has delinquent MDS resident assessments,
then, for purposes of determining the facility's CMI, the assessment or assessments shall be assigned the CMI
associated with the RUG-III group "BC2 - Delinquent".

(i) If the office erits-centracter determines due to an MDS field audit that a nursing facility has unsupported
MDS resident assessments, then the following procedures shall be followed in applying any corrective remedy:

(1) The office: erits-centractor:

(A) shall audit a sample of MDS resident assessments; and

(B) determine the percent of assessments in the sample that are unsupported.
(2) If the percent of assessments in the initial sample that are unsupported is greater than twenty percent
(20%), the office erits-centractor shall expand to a larger sample of residents assessments. If the percent of
assessments in the initial sample that are unsupported is equal to or less than twenty percent (20%):

(A) the office erits—eontracter shall conclude the field portion of the MDS audit; and

(B) no corrective remedy shall be applied.
(3) For nursing facilities with MDS audits performed on the initial and expanded sample of residents
assessments, the office erits-eentractor will determine the percent of all assessments audited that are
unsupported.
(4) If the percent of assessments for the initial and expanded sample of all assessment audited residents that
are unsupported is greater than twenty percent (20%), a corrective remedy shall apply, which shall be
calculated as follows:

(A) The administrative component portion of the Medicaid rate in effect for the calendar quarter following

completion of the MDS audit shall be reduced by the percentage as shown in the following table:

MDS Field Audit for Which Corrective Remedy Is Administrative Component Corrective Remedy
Applied Percent
First MDS field audit 15%
Second consecutive MDS field audit 20%
Third consecutive MDS field audit 30%
Fourth or more consecutive MDS field audit or audits 50%

(B) In the event a corrective remedy is imposed, for purposes of determining the average allowable cost of
the median patient day for the administrative component, there shall be no adjustment made by the office ef
fts—eentractor to the provider's allowable administrative costs.
(C) Reimbursement lost as a result of any corrective remedies shall not be recoverable by the provider.
(5) If the percent of assessments for the initial and expanded sample of all assessments audited that are
unsupported is equal to or less than twenty percent (20%):
(A) the office erits-eentracter shall conclude the MDS audit; and
(B) no corrective remedy shall apply.

(k) Based on findings from the MDS audit the office erits-centractor shall make adjustments or revisions to all
MDS data items that are required to classify a resident pursuant to the RUG-III resident classification system that
are not supported according to the MDS supporting documentation guidelines as set forth in 405 IAC 1-15. Such
adjustments or revisions to MDS data transmitted by the nursing facility will be made in order to reflect the
resident's highest functioning level that is supported according to the MDS supporting documentation guidelines
as set forth in 405 IAC 1-15. The resident assessment will then be used to reclassify the resident pursuant to the
RUG-III resident classification system by incorporating any adjustments or revisions made by the office. erits
€ohtracter

(I) Upon conclusion of an MDS audit, the office erits-eentracter shall recalculate the facility's CMI. If the
recalculated CMI results in a change to the established Medicaid rate:

(1) the rate shall be recalculated; and

(2) any payment adjustment shall be made.

(m) The Employee Turnover report (Schedule X) and the Special Care Unit report (Schedule Z) shall be
completed by all providers based on the calendar year (January 1 through December 31) reporting period.
Schedules X and Z must be submitted to the office not later than March 31 following the end of each calendar
year. Reports submitted after March 31 will not be considered in the determination of the subsequent annual rate
review.

(Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-4; filed Aug 12, 1998, 2:27 p.m.: 22 IR 72,
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eff Oct 1, 1998; filed Mar 2, 1999, 4:42 p.m.: 22 IR 2240; errata filed Jun 21, 1999, 12:25 p.m.: 22 IR 3419;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Mar 18, 2002, 3:30 p.m.: 25 IR 2465; filed Oct 10, 2002,
10:47 a.m.: 26 IR 709; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA, filed Nov 12,
2009, 4:01 p.m.: 20091209-IR-405090215FRA,; filed Nov 1, 2010, 11:37 a.m.: 20101201-IR-405100183FRA, filed
May 31, 2013, 8:52 a.m.;: 20130626-IR-405120279FRA,; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 49. 405 IAC 1-14.6-5 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-14.6-5 New provider; initial financial report to office; criteria for establishing initial interim rates

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 5. (a) Rate requests to establish an initial interim rate for a new operation shall be filed by submitting an
initial rate request to the office on or before thirty (30) days after notification of the eetificationr enroliment date.
Initial interim rates will be set at the sum of the average allowable cost of the median patient day for the direct
care, therapy, indirect care, administrative, and eighty percent (80%) of the capital component. Before the
provider's first annual rate review, the direct care component of the Medicaid initial interim rate will be adjusted
retroactively to reflect changes, occurring in the first and second calendar quarters of operation, in the provider's
CMI for Medicaid residents and adjusted prospectively after the second calendar quarter to reflect changes in the
provider's CMI for Medicaid residents. Initial interim rates shall be effective on the:

(1) eertifieation enrollment date; or

(2) date that a service is established;
whichever is later. In determining the initial rate, limitations and restrictions otherwise outlined in this rule shall

apply.

(b) Before the first annual rate review, the rate will be adjusted effective on each calendar quarter under
section 6(d) of this rule to account for changes in the provider's CMI for Medicaid residents. A provider will not
receive a change in the medians for calculating its reimbursement rate until its first annual rate review, which shall
coincide with the provider's first fiscal year end that occurs after the initial interim rate effective date in which the
provider has a minimum of six (6) months of actual historical data.

(c) In conjunction with establishing an initial interim rate, a new operation shall submit a Nursing Facility
Quality Assessment Form that contains projected patient census data from the first day of operation through the
provider's first fiscal year end with a minimum of six (6) months of actual historical data. Following completion of
the provider's first fiscal year end with a minimum of six (6) months of actual historical data, the provider shall
submit a Nursing Facility Quality Assessment Form reporting actual patient census data covering the period from
the first day of operation until the provider's first fiscal year end with a minimum of six (6) months of actual
historical data. This form shall be submitted to the office not later than the last day of the fifth calendar month after
the close of the provider's reporting year. Failure to submit a Nursing Facility Quality Assessment Form shall
result in the actions specified at section 4(e) of this rule. This form will not be required after the quality
assessment expires.

(d) In the event of a change in nursing facility provider ownership, ownership structure (including mergers,
exchange of stock, etc.), provider, operator, lessor/lessee, or any change in control, the new provider shall submit
a completed Checklist of Management Representations Concerning Change in Ownership to the office erits
eentracter within thirty (30) days following the date the Checklist of Management Representations request is sent
to the provider. The completed checklist shall include all supporting documentation. No Medicaid rate adjustments
for the nursing facility shall be performed until the completed checklist is submitted to the office. erits-centractor
If the completed Checklist of Management Representations has not been submitted within ninety (90) days
following the date the Checklist of Management Representations request is sent to the provider, the Medicaid rate
currently being paid to the provider shall be reduced by ten percent (10%), effective on the first day of the month
following the end of the ninety (90) day period. The penalty shall remain until the first day of the month after the
completed Checklist of Management Representations is received by the office. erits-eentracter- Reimbursement
lost because of the penalty cannot be recovered by the provider.

(e) For a new operation, the interim quality assessment and Medicaid rate add-on shall be based on projected
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patient days. A retroactive settlement of the quality assessment and Medicaid rate add-on will be determined,
based on actual patient days, for the time period from the first day of operation until the first annual rate effective
date associated with the provider's first fiscal year end with a minimum of six (6) months of actual historical data.

(Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-5; filed Aug 12, 1998, 2:27 p.m.: 22 IR 73,
eff Oct 1, 1998; filed Mar 2, 1999, 4:42 p.m.: 22 IR 2242; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822;
filed Mar 18, 2002, 3:30 p.m.: 25 IR 2467; filed Apr 24, 2006, 3:30 p.m.: 29 IR 2978; readopted filed Sep 19,
2007, 12:16 p.m.: 20071010-1R-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA,; filed Apr 29, 2015, 3:38 p.m.: 20150527-IR-405150034FRA)

SECTION 50. 405 IAC 1-14.6-6 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-14.6-6 Active providers; rate review

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 6. (a) The:

(1) normalized average allowable cost of the median patient day for the direct care component; and

(2) average allowable cost of the median patient day for the indirect, administrative, and capital components;
shall be determined once per year for each provider for the purpose of performing the provider's annual rate
review.

(b) The:

(1) normalized allowable per patient day cost for the direct care component; and

(2) allowable per patient day costs for the therapy, indirect care, administrative, and capital components;
shall be established once per year for each provider based on the annual financial report.

(c) Beginning October 1, 2007, the rate effective date of the annual rate review shall be the first October 1 that
falls after the first calendar quarter following the provider's reporting year-end. Beginning July 1, 2008, the rate
effective date of the annual rate review shall be the first July 1 that falls after the first calendar quarter following
the provider's reporting year-end. The rate effective date of the annual rate review for all providers shall be July 1
of each year thereafter.

(d) Subsequent to the annual rate review, the direct care component of the Medicaid rate will be adjusted
guarterly to reflect changes in the provider's case mix index for Medicaid residents. If the facility has no Medicaid
residents during a quarter, the facility's average case mix index for all residents will be used in lieu of the case mix
index for Medicaid residents. This adjustment will be effective on the first day of each of the following three (3)
calendar quarters beginning after the effective date of the annual
rate review.

(e) The case mix index for Medicaid residents in each facility shall be:

(1) updated each calendar quarter; and

(2) used to adjust the direct care component that becomes effective on the second calendar quarter following
the updated case mix index for Medicaid residents.

(f) All rate-setting parameters and components used to calculate the annual rate review, except for the case
mix index for Medicaid residents in that facility, shall apply to the calculation of any change in Medicaid rate that is
authorized under subsection (d).

(g) When the number of nursing facility beds licensed by the-trdiana-state-department-of-health ISDH is
changed after the annual reporting period, the provider may request in writing before the effective date of their
next annual rate review an additional rate review effective on the first day of the calendar quarter on or following
the date of the change in licensed beds. This additional rate review shall be determined using all rate-setting
parameters in effect at the provider's latest annual rate review, except that the number of beds and associated
bed days available for the calculation of the rate-setting limitations shall be based on the newly licensed beds.

(Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-6; filed Aug 12, 1998, 2:27 p.m.: 22 IR 73,

Date: Dec 18,2024 8:31:52PM EST DIN: 20160518-IR-405150418PRA Page 57


http://www.in.gov/legislative/iac/iac_title?iact=405&iaca=1
http://www.in.gov/legislative/iac/irdin.pdf?din=20071010-IR-405070311RFA
http://www.in.gov/legislative/iac/irdin.pdf?din=20131127-IR-405130241RFA
http://www.in.gov/legislative/iac/irdin.pdf?din=20150527-IR-405150034FRA
http://www.in.gov/legislative/iac/iac_title?iact=405&iaca=1
http://www.in.gov/legislative/iac/iac_title?iact=405&iaca=1
http://www.in.gov/legislative/iac/ic?t=12&a=15&c=1&s=10
http://www.in.gov/legislative/iac/ic?t=12&a=15&c=21&s=2
http://www.in.gov/legislative/iac/ic?t=12&a=13&c=7&s=3
http://www.in.gov/legislative/iac/ic?t=12&a=15
http://www.in.gov/legislative/iac/iac_title?iact=405&iaca=1

Indiana Register

eff Oct 1, 1998; filed Mar 2, 1999, 4:42 p.m.: 22 IR 2243; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822;
filed Mar 18, 2002, 3:30 p.m.: 25 IR 2468; filed Oct 10, 2002, 10:47 a.m.: 26 IR 712; filed Jul 29, 2003, 4:00 p.m.:
26 IR 3872; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA, filed Oct 4, 2007, 2:05 p.m.:
20071031-1R-405070150FRA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-1R-405130241RFA)

SECTION 51. 405 IAC 1-14.6-7 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-14.6-7 Inflation adjustment; minimum occupancy level; case mix indices

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: |IC 12-13-7-3; IC 12-15-13-6

Sec. 7. (a) For purposes of determining the average allowable cost of the median patient day and a provider's
annual rate review, each provider's cost from the most recent completed year will be adjusted for inflation by the
office using the methodology in this subsection. All allowable costs of the provider, except for mortgage interest
on facilities and equipment, depreciation on facilities and equipment, rent or lease costs for facilities and
equipment, and working capital interest shall be adjusted for inflation using the CMS Nursing Home without
Capital Market Basket index as published by DRI/WEFA. The inflation adjustment shall apply from the midpoint of
the annual financial report period to the midpoint prescribed as follows:

Effective Date Midpoint Quarter
January 1, Year 1 July 1, Year 1

April 1, Year 1 October 1, Year 1

July 1, Year 1 January 1, Year 2
October 1, Year 1 April 1, Year 2

(b) Notwithstanding subsection (a), beginning July 1, 2017, the inflation adjustment determined as prescribed
in subsection (a) shall be reduced by an inflation reduction factor equal to three and three-tenths percent (3.3%).
The resulting inflation adjustment shall not be less than zero (0). Any reduction or elimination of the inflation
reduction factor shall be made effective no earlier than permitted under |C 12-15-13-6(a).

(c) In determining prospective allowable costs for a new provider that has undergone a change of provider
ownership or control through an arm’'s-length transaction between unrelated parties, when the first fiscal year end
following the change of provider ownership or control is less than six (6) full calendar months, the previous
provider's most recently completed annual financial report used to establish a Medicaid rate for the previous
provider shall be utilized to calculate the new provider's first annual rate review. The inflation adjustment for the
new provider's first annual rate review shall be applied from the midpoint of the previous provider's most recently
completed annual financial report period to the midpoint prescribed under subsection (a).

(d) Allowable fixed costs per patient day for direct care, indirect care, and administrative costs shall be
computed based on the following minimum occupancy levels:

(1) For nursing facilities with less than fifty-one (51) beds, an occupancy rate equal to the greater of eighty-five

percent (85%), or the provider's actual occupancy rate from the most recently completed historical period.

(2) For nursing facilities with greater than fifty (50) beds, an occupancy rate equal to the greater of ninety

percent (90%) or the provider's actual occupancy rate from the most recently completed historical period.

(e) Notwithstanding subsection (d), the office eris-centractor shall reestablish a provider's Medicaid rate
effective on the first day of the quarter following the date that the conditions specified in this subsection are met,
by applying all provisions of this rule, except for the applicable minimum occupancy requirement described in
subsection (d), if both of the following conditions can be established to the satisfaction of the office:

(1) The provider demonstrates that its current resident census has:

(A) increased to the applicable minimum occupancy level described in subsection (d), or greater since the
facility's fiscal year end of the most recently completed and desk reviewed cost report utilizing total nursing
facility licensed beds as of the most recently completed and desk reviewed cost report period; and

(B) remained at such level for not fewer than ninety (90) days.

(2) The provider demonstrates that its resident census has:

(A) increased by a minimum of fifteen percent (15%) since the facility's fiscal year end of the most recently
completed and desk reviewed cost report; and
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(B) remained at such level for not fewer than ninety (90) days.

(f) Allowable fixed costs per patient day for capital-related costs shall be computed based on an occupancy
rate equal to the greater of ninety-five percent (95%) or the provider's actual occupancy rate from the most
recently completed historical period.

(g) Except as provided for in subsection (h), the CMIs contained in this subsection shall be used for purposes
of determining each resident's CMI used to calculate the facility-average CMI for all residents and the
facility-average CMI for Medicaid residents.

RUG-IIl Group RUG-IIl Code CMI Table
Rehabilitation RAD 2.02
Rehabilitation RAC 1.69
Rehabilitation RAB 1.50
Rehabilitation RAA 1.24
Extensive Services SE3 2.69
Extensive Services SE2 2.23
Extensive Services SE1 1.85
Special Care SSC 1.75
Special Care SSB 1.60
Special Care SSA 1.51
Clinically Complex cc2 1.33
Clinically Complex CC1 1.27
Clinically Complex CB2 1.14
Clinically Complex CB1 1.07
Clinically Complex CA2 0.95
Clinically Complex CAl 0.87
Impaired Cognition IB2 0.93
Impaired Cognition IB1 0.82
Impaired Cognition IA2 0.68
Impaired Cognition A1 0.62
Behavior Problems BB2 0.89
Behavior Problems BB1 0.77
Behavior Problems BA2 0.67
Behavior Problems BAl 0.54
Reduced Physical Functions PE2 1.06
Reduced Physical Functions PE1 0.96
Reduced Physical Functions PD2 0.97
Reduced Physical Functions PD1 0.87
Reduced Physical Functions PC2 0.83
Reduced Physical Functions PC1 0.76
Reduced Physical Functions PB2 0.73
Reduced Physical Functions PB1 0.66
Reduced Physical Functions PA2 0.56
Reduced Physical Functions PAl 0.50
Unclassifiable BC1 0.48
Delinquent BC2 0.48

(h) In place of the CMIs contained in subsection (g), the CMIs contained in this subsection shall be used for
purposes of determining the facility-average CMI for Medicaid residents that meet all the following conditions:
(1) The resident classifies into one (1) of the following RUG-III groups:
(A) PB2.
(B) PB1.
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(C) PA2.

(D) PAL.
(2) The resident has a cognitive status indicated by a brief interview of mental status score (BIMS) greater
than or equal to ten (10) or, if there is not a BIMS score, then a cognitive performance score (CPS) of:

(A) zero (0) — Intact;

(B) one (1) — Borderline Intact; or

(C) two (2) — Mild Impairment.
(3) Based on an assessment of the resident's continence control as reported on the MDS, the resident is not
experiencing occasional, frequent, or complete incontinence.
(4) The resident has not been admitted to any Medicaid-certified nursing facility before January 1, 2010.
(5) If the office erits-eentracter determines that a nursing facility has delinquent MDS resident assessments
that are assigned a CMI in accordance with this subsection, then, for purposes of determining the facility's
average CMI for Medicaid residents, the assessment or assessments shall be assigned ninety-six percent
(96%) of the CMI associated with the RUG-III group determined in this subsection.

RUG-IIl Group RUG-III Code CMI Table
Reduced Physical Functions PB2 0.30
Reduced Physical Functions PB1 0.28
Reduced Physical Functions PA2 0.24
Reduced Physical Functions PAl 0.21

(i) The office erits-centracter shall provide each nursing facility with the following:
(1) A preliminary CMI report that will:
(A) serve as confirmation of the MDS assessments transmitted by the nursing facility; and
(B) provide an opportunity for the nursing facility to correct and transmit any missing or incorrect MDS
assessments.
The preliminary report will be provided by the twenty-fifth day of the first month following the end of a calendar
quarter.
(2) Final CMI reports utilizing MDS assessments received by the fifteenth day of the second month following
the end of a calendar quarter. These assessments received by the fifteenth day of the second month following
the end of a calendar quarter will be utilized to establish the facility-average CMI and facility-average CMI for
Medicaid residents utilized in establishing the nursing facility's Medicaid rate.

(i) The office will increase Medicaid reimbursement to nursing facilities that provide inpatient services to more
than eight (8) ventilator-dependent residents. Additional reimbursement shall be made to the facilities at a rate of
eleven dollars and fifty cents ($11.50) per Medicaid resident day. The additional reimbursement shall:

(1) be effective on the day the nursing facility provides inpatient services to more than eight (8)

ventilator-dependent residents; and

(2) remain in effect until the first day of the calendar quarter following the date the nursing facility provides

inpatient services to eight (8) or fewer ventilator-dependent residents.

(k) Beginning October 1, 2011, through June 30, 2013, the office will increase Medicaid reimbursement to
nursing facilities to encourage improved quality of care to residents based on the nursing home report card score.
For purposes of determining the nursing home report card score rate add-on the office erits-eentracter shall
determine each nursing facility's report card score based on the latest published data as of the end of the state
fiscal year. The nursing home report card score rate add-on shall be computed as described in the following table:

Nursing Home Report Card Score Nursing Home Report Card Score Rate Add-On
0-82 $14.30
83 — 265 $14.30 — ((Nursing Home Report Card Score — 82) x $0.0777)
266 and above $0

Facilities that did not have a nursing home report card score published as of the most recently completed state
fiscal year may receive a per patient day rate add-on equal to two dollars ($2).

() Through June 30, 2017, the office will increase Medicaid reimbursement to nursing facilities that provide
specialized care to residents with Alzheimer's disease or dementia, as demonstrated by resident assessment data
as of December 31 of each year. Medicaid Alzheimer's and dementia residents shall be determined to be in the
SCU based on an exact match of room numbers reported on Schedule Z with the room numbers reported on
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resident assessments and tracking forms. Resident assessments and tracking forms with room numbers that are
not an exact match to the room numbers reported on Schedule Z will be excluded in calculating the number of
Medicaid Alzheimer's and dementia resident days in their SCU. The additional Medicaid reimbursement shall
equal twelve dollars ($12) per Medicaid Alzheimer's and dementia resident day in their SCU. Only facilities that
meet the definition for a SCU for Alzheimer's disease or dementia shall be eligible to receive the additional
reimbursement. The additional Medicaid reimbursement shall be effective July 1 of the next state fiscal year.

(m) Through June 30, 2017, the office will increase Medicaid reimbursement to nursing facilities to encourage
improved quality of care to residents based on each facility's total quality score. For purposes of determining the
nursing facility quality rate add-on, each facility's total quality score will be determined annually. Each nursing
facility's quality rate add-on shall be determined as follows:

Nursing Facility Total Quality Score Nursing Facility Quality Rate Add-On
0-18 $0
19-83 $14.30 — ((84 - Nursing Facility Total Quality Score) x 0.216667)
84 — 100 $14.30

(n) Each nursing facility shall be awarded no more than one hundred (100) quality points as determined by the
following eight (8) quality measures:
(1) Nursing home report card score. The office erits-eentracter shall determine each nursing facility's quality
points using the report card score published by thetrdiana-state-department-ef-health- ISDH. Each nursing
facility shall be awarded not more than seventy-five (75) quality points based on its nursing home report card
score. Each nursing facility's quality points shall be determined using each nursing facility's most recently
published report card score as of June 30, 2013, and each June 30 thereafter. Each nursing facility's quality
points under this subdivision shall be determined as follows:

Nursing Home Report Card Scores Quality Points Awarded
0-82 75
83 — 265 Proportip.nal quality points awarded as follows:
75 — [(facility report card score — 82) x 0.407609]]
266 and above 0

Facilities that did not have a nursing home report card score published as of June 30, 2013, or each June 30
thereafter, shall be awarded the statewide average quality points for this measure.

(2) Normalized weighted average nursing hours per resident day. The office erits-eentracter shall determine
each nursing facility's normalized weighted average nursing hours per resident day using data from its annual
financial report. Nursing hours per resident day include nurse staff hours for RN, LPN, nursing assistants, and
other nursing personnel categories. Nursing hours per resident day for each nurse staff category shall be
weighted by the facility-specific CNA average wage rates, and normalized by dividing each facility's weighted
average nursing hours per resident day by the facility's case mix index for all residents. Each nursing facility
shall be awarded not more than ten (10) quality points based on the normalized weighted average nursing
hours per resident day. Quality points shall be determined using each nursing facility's most recently
completed annual financial report as of June 30, 2013, and each June 30 thereafter. Each nursing facility's
quality points under this subdivision shall be determined as follows:

Normalized Weighted Average Nursing ) _
Hours Per Resident Day Quality Points Awarded

Less than or equal to 3.315 0

Proportional quality points awarded as follows:

Greater than 3.315 and less than 4.401 10 — [(4.401 — facility's normalized weighted average nursing hours
per resident day) x 9.208103]

Equal to or greater than 4.401 10

Facilities that are a new operation and did not have a normalized weighted average nursing hours per resident
day from the most recently completed annual financial report as of June 30, 2013, or each June 30 thereafter,
shall be awarded the statewide average quality points for this measure.

(3) RN/LPN retention rate. The office e+its-eentracter shall determine each nursing facility's RN/LPN retention
rate using data from its Schedule X. Each nursing facility shall be awarded no more than three (3) quality
points based on the facility's RN/LPN retention rate. Quality points shall be determined using each nursing
facility's most recently completed Schedule X as of March 31, 2013, and each March 31 thereafter. Each
nursing facility's quality points under this subdivision shall be determined as follows:
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Nursing Facility's RN/LPN Retention Rates Quality Points Awarded

Less than or equal to 58.3% 0

Proportional quality points awarded as follows:
0, 0
Greater than 58.3% and less than 83.3% 3 — [(83.3% - facility's annual RN/LPN retention rate) x 12]

Equal to or greater than 83.3% 3

Facilities that are a new operation and did not have RNs/LPNs for the entire calendar year preceding March
31, 2013, or each March 31 thereafter, shall be awarded the statewide average quality points for this measure.
Facilities that did not submit a Schedule X as of March 31 shall receive zero (0) quality points for this measure.
(4) CNA retention rate. The office erits-eentractor shall determine each nursing facility's CNA retention rate
using data from its Schedule X. Each nursing facility shall be awarded no more than three (3) quality points
based on the facility's CNA retention rate. Quality points shall be determined using each nursing facility's most
recently completed Schedule X as of March 31, 2013, and each March 31 thereafter. Each nursing facility's
quality points under this subdivision shall be determined as follows:

Nursing Facility's CNA Retention Rates Quality Points Awarded

Less than or equal to 49.5% 0

Proportional quality points awarded as follows:

0, 0,
Greater than 49.5% and less than 76.0% 3 — [(76.0% — facility's annual CNA retention rate) x 11.320755]

Equal to or greater than 76.0% 3

Facilities that are a new operation and did not have CNAs for the entire calendar year preceding March 31,
2013, or each March 31 thereafter, shall be awarded the statewide average quality points for this measure.
Facilities that did not submit a Schedule X as of March 31 shall receive zero (0) quality points for this measure.
(5) RN/LPN turnover rate. The office erits-eentracter shall determine each nursing facility's RN/LPN turnover
rate using data from its Schedule X. Each nursing facility shall be awarded not more than one (1) quality point
based on the facility's RN/LPN turnover rate. Quality points shall be determined using each nursing facility's
most recently completed Schedule X as of March 31, 2013, and each March 31 thereafter. Each nursing
facility's quality points under this subdivision shall be determined as follows:

Nursing Facility's AEQ?S" RN/LPN Turnover Quality Points Awarded
Less than or equal to 26.1% 1
Proportional quality points awarded as follows:
Greater than 26.1% and less than 71.4% 1 - [(26.1% — facility's annual RN/LPN turnover rate) x
(-2.207506)]
Equal to or greater than 71.4% 0

Facilities that are a new operation and did not have RNs/LPNs for the entire calendar year preceding March
31, 2013, or each March 31 thereafter, shall be awarded the statewide average quality points for this measure.
Facilities that did not submit a Schedule X as of March 31 shall receive zero (0) quality points for this measure.
(6) CNA turnover rate. The office erits-eentractor shall determine each nursing facility's CNA turnover rate
using data from its Schedule X. Each nursing facility shall be awarded no more than two (2) quality points
based on the facility's CNA turnover rate. Quality points shall be determined using each nursing facility's most
recently completed Schedule X as of March 31, 2013, and each March 31 thereafter. Each nursing facility's
quality points under this subdivision shall be determined as follows:

Nursing Facility Annual CNA Turnover Rates Quality Points Awarded

Less than or equal to 39.4% 2

Proportional quality points awarded as follows:

0, 0,
Greater than 39.4% and less than 96.2% 2 —[39.4% — facility's annual CNA turnover rate) x (-3.521127)]

Equal to or greater than 96.2% 0

Facilities that are a new operation and did not have a CNA for the entire calendar year preceding March 31,
2013, or each March 31 thereafter, shall be awarded the statewide average quality points for this measure.
Facilities that did not submit a Schedule X as of March 31 shall receive zero (0) quality points for this measure.
(7) Administrator turnover. The office erits-eentracter shall determine each nursing facility's administrator
turnover using data from its Schedule X. The nursing facility administrator turnover shall be based on the
number of nursing home administrators employed or designated by the facility during the most recent five (5)
year period. A nursing facility administrator hired on a temporary basis due to a documented medical or other
temporary leave of absence shall not be counted in cases where the previous administrator is reasonably
expected to return to the position and whose employment or designation as facility administrator is not
terminated. Any such leave of absence shall be documented to the satisfaction of the office. Each nursing
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facility shall be awarded not more than three (3) quality points based on the facility's administrator turnover
rate. Quality points shall be determined using each nursing facility's most recently completed Schedule X as of
March 31, 2013, and each March 31 thereafter. Each nursing facility's quality points under this subdivision
shall be determined as follows:

Number of Administrators Employed Within the Last Five (5) Years Quality Points Awarded
6 or more 0
5 1
4 2
3 or fewer 3

Facilities that did not have a facility administrator employed or designated for the previous five (5) years shall
be awarded the statewide average quality points for this measure. Facilities that did not submit a Schedule X
as of March 31 shall receive zero (0) quality points for this measure.

(8) Director of nursing (DON) turnover. The office erits-eentracter shall determine each nursing facility's DON
turnover using data from its Schedule X. The nursing facility DON turnover shall be based on the number of
DONs employed or designated by the facility during the most recent five (5) year period. A nursing facility
DON hired on a temporary basis due to a documented medical or other temporary leave of absence shall not
be counted in cases where the previous DON is reasonably expected to return to the position and whose
employment or designation as facility DON is not terminated. Any such leave of absence shall be documented
to the satisfaction of the office. Each nursing facility shall be awarded no more than three (3) quality points
based on the number of DONs employed or designated by the facility during the most recent five (5) year
period. Quality points shall be determined using each nursing facility's most recently completed Schedule X as
of March 31, 2013, and each March 31 thereafter. Each nursing facility's quality points under this subdivision
shall be determined as follows:

Number of DONs Employed Within the Last Five (5) Years Quality Points Awarded
6 or more 0
5 1
4 2
3 or fewer 3

Facilities that did not have a facility DON employed or designated for the previous five (5) years shall be
awarded the statewide average quality points for this measure. Facilities that did not submit a Schedule X as
of March 31 shall receive zero (0) quality points for this measure.

(Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-7; filed Aug 12, 1998, 2:27 p.m.: 22 IR 74,
eff Oct 1, 1998; filed Mar 2, 1999, 4:42 p.m.: 22 IR 2243; readopted filed Jun 27, 2001, 9:40 a.m.:24 IR 3822; filed
Mar 18, 2002, 3:30 p.m.: 25 IR 2468; filed Oct 10, 2002, 10:47 a.m.: 26 IR 712; errata filed Feb 27, 2003, 11:33
a.m.: 26 IR 2375; filed Jul 29, 2003, 4:00 p.m.: 26 IR 3873; filed Apr 24, 2006, 3:30 p.m.: 29 IR 2978; readopted
filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA,; filed Apr 3, 2009, 1:44 p.m.:
20090429-1R-405080602FRA,; filed Nov 12, 2009, 4:01 p.m.: 20091209-IR-405090215FRA,; filed Nov 1, 2010,
11:37 a.m.: 20101201-IR-405100183FRA; filed May 31, 2013, 8:52 a.m.: 20130626-IR-405120279FRA,;
readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA,; filed Apr 29, 2015, 3:38 p.m.:
20150527-1R-405150034FRA)

SECTION 52. 405 IAC 1-14.6-9 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-14.6-9 Rate components; rate limitations; profit add-on

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: |IC 12-13-7-3; IC 12-15-13-6

Sec. 9. (a) The Medicaid reimbursement system is based on recognition of the provider's allowable costs for
the direct care, therapy, indirect care, administrative, and capital components, plus a potential profit add-on
payment as defined below. The direct care, therapy, indirect care, administrative, and capital rate components are
calculated as follows:

(1) The direct care component is equal to the provider's normalized allowable per patient day direct care costs

times the facility-average CMI for Medicaid residents, plus the allowed profit add-on payment as determined

by the methodology in subsection (b).

(2) The therapy component is equal to the provider's allowable Medicaid per patient day direct therapy costs.

(3) The indirect care and capital components are equal to the provider's allowable per patient day costs for
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each component, plus the allowed profit add-on payment as determined by the methodology in subsection (b).
(4) The administrative component shall be equal to one hundred percent (100%) of the average allowable cost
of the median patient day.

(b) The profit add-on payment will be calculated as follows:
(1) For nursing facilities designated by the office as children's nursing facilities, the allowed direct care
component profit add-on is equal to the profit add-on percentage contained in Table 1, times the difference (if
greater than zero (0)) between:
(A) the normalized average allowable cost of the median patient day for direct care costs times the facility
average CMI for Medicaid residents times the profit ceiling percentage contained in Table 1; minus
(B) the provider's normalized allowable per patient day costs times the facility average CMI for Medicaid
residents.

Table 1

Children's Nursing Facilities

Direct Care Profit Add-on Percentage Direct Care Profit Ceiling Percentage

Effective Date

July 1, 2003, through
June 30, 2017

July 1, 2017, and
after

July 1, 2003, through
June 30, 2017

July 1, 2017, and
after

Percentage

30%

52%

110%

105%

(2) For nursing facilities that are not designated by the office as children's nursing facilities, the tentative direct
care component profit add-on payment is equal to the profit add-on percentage contained in Table 2, times the
difference (if greater than zero (0)) between:

(A) the normalized average allowable cost of the median patient day for direct care costs times the facility
average CMI for Medicaid residents times the profit ceiling percentage contained in Table 2; minus
(B) the provider's normalized allowable per patient day costs times the facility average CMI for Medicaid

residents.

Table 2

Non-Children's Nursing Facilities

Effective Date

Direct Care Profit Add-on Percentage

Direct Care Profit Ceiling Percentage

July 1, 2003, through
June 30, 2017

July 1, 2017, and
after

July 1, 2003, through
June 30, 2017

July 1, 2017, and
after

Percentage

30%

0%

110%

105%

(C) For nursing facilities not designated by the office as children's nursing facilities, the allowed direct care
component profit add-on payment is equal to the facility's tentative direct care component profit add-on
payment times the applicable percentage contained in Table 3, based on the facility's total quality score.

Table 3
Total Quality Score Percentage
84 - 100 100%
19-83 100% + ((Total Quality Score — 84) / 66)
18 and below 0%

(D) In no event shall the allowed direct care profit add-on payment exceed ten percent (10%) of the average

allowable cost of the median patient day.

(3) The tentative indirect care component profit add-on payment is equal to the profit add-on percentage
contained in Table 4, times the difference (if greater than zero (0)) between:
(A) the average allowable cost of the median patient day times the profit ceiling percentage contained in

Table 4; minus

(B) a provider's allowable per patient day cost.

Table 4

Effective Date

Indirect Care Profit Add-on Percentage

Indirect Care Profit Ceiling Percentage

July 1, 2003, through
June 30, 2017

July 1, 2017, and
after

July 1, 2003, through
June 30, 2017

July 1, 2017, and
after

Percentage

60%

52%

105%

100%

(C) The allowed indirect care component profit add-on payment is equal to the facility's tentative indirect

care component profit add-on payment times the applicable percentage contained in Table 3, based on the

facility's total quality score.
(4) The tentative capital component profit add-on payment is equal to sixty percent (60%) times the difference
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(if greater than zero (0)) between:
(A) the average allowable cost of the median patient day times the profit ceiling percentage contained in
Table 5; minus
(B) a provider's allowable per patient day cost.

Table 5
Capital Component Profit Ceiling Percentage
Effective Date July 1, 2003, through June 30, 2017 July 1, 2017, and after
Percentage 100% 80%

(C) The allowed capital component profit add-on payment is equal to the facility's tentative capital
component profit add-on payment times the applicable percentage contained in Table 3, based on the
facility's total quality score.

(5) The therapy component profit add-on is equal to zero (0).

(c) Notwithstanding subsections (a) and (b), in no instance shall a rate component exceed the overall rate
ceiling defined as follows:

(1) The normalized average allowable cost of the median patient day for direct care costs times the

facility-average CMI for Medicaid residents times the overall rate ceiling percentage in Table 6.

Table 6
Direct Care Component Overall Rate Ceiling Percentage
Effective Date July 1, 2003, through June 30, 2017 July 1, 2017, and after
Percentage 120% 110%

(2) The average allowable cost of the median patient day for indirect care costs times the overall rate ceiling
percentage in Table 7.

Table 7
Indirect Care Component Overall Rate Ceiling Percentage
Effective Date July 1, 2003, through June 30, 2017 July 1, 2017, and after
Percentage 115% 100%

(3) The average allowable cost of the median patient day for capital-related costs times the overall rate ceiling
percentage in Table 8.

Table 8
Capital Component Overall Rate Ceiling Percentage
Effective Date July 1, 2003, through June 30, 2017 July 1, 2017, and after
Percentage 100% 80%

(4) For the therapy component, no overall rate component limit shall apply.

(d) In order to determine the normalized allowable direct care costs from each facility's Financial Report for
Nursing Facilities, the office erits-centractor shall determine each facility's CMI for all residents on a
time-weighted basis.

(e) The office shall publish guidelines for use in determining the time-weighted CMI. These guidelines:
(1) shall be published as a provider bulletin; and
(2) may be updated by the office as needed.

Any such updates shall be made effective no earlier than permitted under |C 12-15-13-6(a).

(Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-9; filed Aug 12, 1998, 2:27 p.m.: 22 IR 75,
eff Oct 1, 1998; filed Mar 2, 1999, 4:42 p.m.: 22 IR 2244, readopted filed Jun 27, 2001, 9:40 a.m.:24 IR 3822; filed
Mar 18, 2002, 3:30 p.m.: 25 IR 2470; filed Oct 10, 2002, 10:47 a.m.: 26 IR 714; filed Jul 29, 2003, 4:00 p.m.: 26
IR 3874; filed Apr 24, 2006, 3:30 p.m.: 29 IR 2980; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA,; filed Nov 12, 2009, 4:01 p.m.: 20091209-IR-405090215FRA; filed May 31, 2013,
8:52 a.m.: 20130626-1R-405120279FRA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA,
filed Apr 29, 2015, 3:38 p.m.: 20150527-IR-405150034FRA)

SECTION 53. 405 IAC 1-14.6-10 IS AMENDED TO READ AS FOLLOWS:
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405 IAC 1-14.6-10 Computation of rate; allowable costs; review of cost reasonableness

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 10. (a) Costs and revenues, excluding non-Medicaid routine revenue, shall be reported as required on
the financial report forms. Allowable patient care costs shall be clearly identified.

(b) The provider shall report as patient care costs only costs that have been incurred in the providing of patient
care services. The provider shall certify on all financial reports that costs not related to patient care have been
separately identified on the financial report.

(c) In determining reasonableness of costs, the office may compare line items, cost centers, or total costs of
providers throughout the state. The office erits-eentracters may request satisfactory documentation from
providers whose costs do not appear to be accurate or allowable.

(d) Indiana state taxes, including local taxes, shall be considered an allowable cost. Personal or federal
income taxes are not considered allowable costs.

(e) The following costs are not considered allowable costs and shall not be included in the established rate:
(1) All over-the-counter, legend, and nonlegend drugs.

(2) Cost of replacement hearing aids and eyeglasses.

(3) All costs associated with pastoral care.

(4) All costs associated with resident and family gifts, including, but not limited to, flowers, Bibles, and memory
books.

(5) All costs associated with collection fees.

(6) All costs, fees, and dues associated with lobbying activities.

(7) All costs of acquisitions, such as the purchase of corporate stock as an investment or purchases of new
facilities.

(8) All costs associated with barber and beauty shop activities.

(9) All costs associated with marketing.

(Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-10; filed Aug 12, 1998, 2:27 p.m.: 22 IR 76,
eff Oct 1, 1998; filed Mar 2, 1999, 4:42 p.m.: 22 IR 2245; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822;
readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA, filed May 31, 2013, 8:52 a.m.:
20130626-1R-405120279FRA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-1R-405130241RFA)

SECTION 54. 405 IAC 1-14.6-16 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-14.6-16 Unallowable costs; cost adjustments; charity and courtesy allowances; discounts;
rebates; refunds of expenses

Authority: IC 12-15-1-10; IC 12-15-21-2

Affected: IC 12-13-7-3; IC 12-15

Sec. 16. (a) Charity, courtesy allowances, discounts, refunds, rebates, and other similar items granted by a
provider shall not be included in allowable costs. Bad debts incurred by a provider shall not be an allowable cost.

(b) Payments that must be reported on the annual financial report form that are received by a provider, an
owner, or other official of a provider in any form from a vendor shall be considered a reduction of the provider's
costs for the goods or services from that vendor.

(c) The cost of goods or services sold to nonpatients shall be offset against the total cost of such service to
determine the allowable patient-related expenses. If the provider has not determined the cost of such items, the
revenue generated from such sales shall be used to offset the total cost of such services.

(d) For nursing facilities that are certified to provide Medicare-covered skilled nursing facility services and are
required by the Medicare fiscal intermediary to submit a full Medicare cost report, the office eritseentracter shall
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remove from allowable indirect care and administrative costs the portion of those costs that are allocable to
therapy services reimbursed by other payers and nonallowable ancillary services. In determining the amount of
indirect care costs and administrative costs that shall be removed from allowable costs, the office erits-contractor
shall calculate a ratio of indirect cost to direct cost based on the direct and total therapy and nonallowable
ancillary costs reported on each facility's Medicare cost report.

(e) For nursing facilities that are certified to provide Medicare-covered skilled nursing facility services that are
not required by the Medicare fiscal intermediary to submit a full Medicare cost report, the office erits-centractor
shall remove from allowable indirect care and administrative costs the portion of those costs that are allocable to
therapy services reimbursed by other payers and nonallowable ancillary services. In determining the amount of
indirect care costs and administrative costs that shall be removed from allowable costs, the office erits-eentracter
shall remove the indirect and administrative costs reimbursed by other payers based on a statewide average
ratio, excluding hospital based facilities, of indirect costs to direct costs for such therapy and ancillary services, as
determined from full Medicare cost reports. The statewide average ratio shall be computed on a statewide basis
from the most recently completed desk reviewed annual financial report and shall be maintained by the office with
revisions made four (4) times per year effective January 1, April 1, July 1, and October 1.

(Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-16; filed Aug 12, 1998, 2:27 p.m.: 22 IR 79,
eff Oct 1, 1998; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Oct 10, 2002, 10:47 a.m.: 26 IR 716;
filed Jul 29, 2003, 4:00 p.m.: 26 IR 3875; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA,;
readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 55. 405 IAC 1-14.6-19 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-14.6-19 Medical or nonmedical supplies and equipment

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 19. The approved per diem rate in nursing facilities includes the cost of both medical and nonmedical
supply items, and the provider shall not bill the Medicaid pregram for such items in addition to the established
rate. Under no circumstances shall medical or nonmedical supplies and equipment for nursing facility residents be
billed through a pharmacy or other provider. Medical and nonmedical supply items for nursing facility residents
that are reimbursed by other payor sources shall not be reimbursed by Medicaid.

(Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-19; filed Aug 12, 1998, 2:27 p.m.: 22 IR 80,
eff Oct 1, 1998; filed Mar 2, 1999, 4:42 p.m.: 22 IR 2247; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822;
readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 56. 405 IAC 1-14.6-20 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-14.6-20 Nursing facilities reimbursement for therapy services

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 20. (a) Therapy services provided to Medicaid reeipients members by nursing facilities are included in
the established rate. Under no circumstances shall therapies for nursing facility residents be billed to Medicaid
through any provider. Therapy services for nursing facility residents that are reimbursed by other payor sources
shall not be reimbursed by Medicaid.

(b) For purposes of determining allowable therapy costs, the office e+its-centractor shall adjust each provider's
cost of therapy services reported on the Nursing Facility Financial Report, including any employee benefits
prorated based on total salaries and wages, to account for non-Medicaid payers, including Medicare, of therapy
services provided to nursing facility residents. Such adjustment shall be applied to each cost report in order to
remove reported costs attributable to therapy services reimbursed by other payers. The adjustment shall be
calculated based on an allocation of reported therapy revenues and shall be subject to field audit verification.

(Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-20; filed Aug 12, 1998, 2:27 p.m.: 22 IR 81,
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eff Oct 1, 1998; filed Mar 2, 1999, 4:42 p.m.: 22 IR 2247; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822;

filed Mar 18, 2002, 3:30 p.m.: 25 IR 2470; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 57. 405 IAC 1-14.6-22 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-14.6-22 Administrative reconsideration; appeal

Authority: IC 12-15-1-10; IC 12-15-21-3
Affected: IC 4-21.5-3; IC 12-13-7-3; IC 12-15

Sec. 22. (a) The Medicaid-rate-setting-contracter office shall notify each provider of the provider's rate after

such rate has been computed. If the provider disagrees with the rate the provider may request an administrative
reconsideration by the Me¢dicaidrate-setting-contracter: office. Such reconsideration request shall be in writing
and shall contain specific issues to be reconsidered and the rationale for the provider's position. The provider
must request administrative reconsideration before filing an appeal. Only issues raised by the provider during the
administrative reconsideration may be subsequently raised in an appeal. The request shall be signed by the
provider or the authorized representative of the provider and must be received by the eentracter office not later
than forty-five (45) days after release of the rate as computed by the Medicaidrate-setting-coentractor office.

Upon receipt of the request for reconsideration, the Medicaid+ate—setting-centractor office shall evaluate the data.
After review, the Medicaid-rate-setting-contracter office may amend the rate, amend the challenged procedure, or
affirm the original decision. The Medicaid+ate-settinrg-contractor office shall thereafter notify the provider of its
final decision in writing, not later than forty-five (45) days from the Medicaid+ate-setting-centractors office's

receipt of the request for reconsideration. In the event that a timely response is not made by the rate-setting
eontracter office to the provider's reconsideration request, the request shall be deemed denied and the provider
may pursue its administrative remedies as set out in subsection (d).

(b) If the provider disagrees with the preliminary recalculated Medicaid rate resulting from a financial audit
adjustment or reportable condition the provider may request an administrative reconsideration from the Medicaid
audit-eontracter: office. Such reconsideration request shall be in writing and shall contain specific issues to be
considered and the rationale for the provider's position. The provider must request administrative reconsideration
before filing an appeal. Only issues raised by the provider during the administrative reconsideration may be
subsequently raised in an appeal. The request shall be signed by the provider or authorized representative of the
provider and must be received by the Medicaid-audit-centractor office not later than forty-five (45) days after
release of the preliminary recalculated Medicaid rate computed by the Medicaid-rate—setting-contracter office.
Upon receipt of the request for reconsideration, the Medicaid-audit-centractor office shall evaluate the data. After
review, the Medicaid-audit-contracter office may amend the audit adjustment or reportable condition or affirm the
original adjustment or reportable condition. The Medicaid-audit-contracter office shall thereafter notify the
provider of its final decision in writing not later than forty-five (45) days from the Medicaid-audit-contracters
office's receipt of the request for reconsideration. In the event that a timely response is not made by the audit
eoentracter office to the provider's reconsideration request, the request shall be deemed denied and the provider
may pursue its administrative remedies under subsection (d).

(c) If the provider disagrees with a rate redetermination resulting from a recalculation of its CMI due to an MDS
audit affecting the established Medicaid rate, the provider may request an administrative reconsideration from the
Medicaidrate-setting-contractor- office. Such reconsideration request shall be in writing and shall contain specific
issues to be considered and the rationale for the provider's position. The provider must request administrative
reconsideration before filing an appeal. Only issues raised by the provider during the administrative
reconsideration may be subsequently raised in an appeal. The request shall be signed by the provider or
authorized representative of the provider and must be received by the Medicaidrate-setting-centracter office not

Iater than forty -five (45) days after reIease of the rate computed by the Medre&rd—rate—settrng—eentﬁaetekupen

data- offrce After review, the M—DS—audrt

€ontracter offrce may amend the audlt adjustment or afflrm the original adjustment. The MBS-—audit-contractor

office shall thereafter notify the provider of its final decision in writing not later than forty-five (45) days from the
office's receipt of the request for reconsideration. In the event that a timely

Medicaidrate-setting-contractors
response is not made by the Medicaidrate-setting-contracter office to the provider's reconsideration request, the
request shall be deemed denied and the provider may pursue its administrative remedies under subsection (d).
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(d) After completion of the reconsideration procedure under subsection (a), (b), or (c), the provider may initiate
an appeal under IC 4-21.5-3. The request for an appeal must be signed by the nursing facility provider.

(e) The office may take action to implement Medicaid rates without awaiting the outcome of the administrative
process, in accordance with section 1(d) of this rule.

(Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-22; filed Aug 12, 1998, 2:27 p.m.: 22 IR 81,
eff Oct 1, 1998; filed Mar 2, 1999, 4:42 p.m.: 22 IR 2247; errata filed Jul 28, 1999, 3:10 p.m.: 22 IR 3937;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Oct 10, 2002, 10:47 a.m.: 26 IR 716; filed Jul 29, 2003,
4:00 p.m.: 26 IR 3876; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA,; filed May 31,
2013, 8:52 a.m.: 20130626-1R-405120279FRA; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 58. 405 IAC 1-14.6-24 1S AMENDED TO READ AS FOLLOWS:

405 IAC 1-14.6-24 Nursing facility quality assessment

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 4-21.5-3; IC 12-13-7-3; IC 12-15-21-3; IC 16-21; IC 16-28-15-2; IC 16-28-15-7; IC 23-2-4

Sec. 24. (a) Through June 30, 2017, the office shall collect a quality assessment from each nursing facility
licensed under IC 16-28 as a comprehensive care facility based on the most recently completed annual financial
report or quality assessment data collection form, as follows:

(1) Privately owned or operated nursing facilities with total annual nursing facility census days fewer than

sixty-two thousand (62,000), sixteen dollars and thirty-seven cents ($16.37) per non-Medicare day.

(2) Privately owned or operated and nonstate government owned or operated nursing facilities with total

annual nursing facility census days equal to or greater than sixty-two thousand (62,000), four dollars and nine

cents ($4.09) per non-Medicare day.

(3) Nonstate government owned or operated nursing facilities that became nonstate government owned or

operated before July 1, 2003, four dollars and nine cents ($4.09) per non-Medicare day.

(4) Nonstate government owned or operated nursing facilities that became nonstate government owned or

operated on or after July 1, 2003, with total annual nursing facility census fewer than sixty-two thousand

(62,000), sixteen dollars and thirty-seven cents ($16.37) per non-Medicare day.

(b) Under IC 16-28-15-7(2), the following nursing facilities shall be exempt from the quality assessment
described in subsection (a):

(1) A continuing care retirement community that meets one (1) of the following:
(A) A continuing care retirement community that was registered with the securities commissioner as a
continuing care retirement community on or before January 1, 2007, and that has continuously maintained
at least one (1) continuing care agreement since on or before January 1, 2007, with an individual residing in
the continuing care retirement community.
(B) A continuing care retirement community that for the entire period from January 1, 2007, through June
30, 2009, operated independent living units, at least twenty-five percent (25%) of which are provided under
contracts that require the payment of a minimum entrance fee of at least twenty-five thousand dollars
($25,000).
(C) An organization registered under IC 23-2-4 before July 1, 2009, that provides housing in an independent
living unit for a religious order.
(D) A continuing care retirement community that meets the definition set forth in IC 16-28-15-2.

(2) A hospital-based nursing facility licensed under IC 16-21.

(3) The Indiana Veterans' Home.

(c) For nursing facilities certified for participation in the Medicaid pregrarm under Title XIX of the federal Social
Security Act (42 U.S.C. 1396 et seq.), the quality assessment shall be an allowable cost for cost reporting and
auditing purposes. The quality assessment shall be included in Medicaid reimbursement as an add-on to the
Medicaid rate. The add-on is determined by dividing the product of the assessment rate times total non-Medicare
patient days by total patient days from the most recently completed desk reviewed annual financial report.

(d) For nursing facilities that are not certified for participation in the Medicaid pregram under Title XIX of the
federal Social Security Act (42 U.S.C. 1396 et seq.), the facility shall remit the quality assessment to the state of
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Indiana within ten (10) days after the due date. If a nursing facility fails to pay the quality assessment under this
subsection within ten (10) days after the date the payment is due, the nursing facility shall pay interest on the
guality assessment at the same rate as determined under IC 12-15-21-3(6)(A).

(e) The office erits—eentractor shall notify each nursing facility of the amount of the facility's assessment after
the amount of the assessment has been computed. If the facility disagrees with the computation of the
assessment, the facility shall request an administrative reconsideration by the Medicaidrate-setting-contractor
office. The reconsideration request shall be as follows:

(1) In writing.

(2) Contain the following:

(A) Specific issues to be reconsidered.
(B) The rationale for the facility's position.

(3) Signed by the authorized representative of the facility and must be received by the eentraeter office not

later than forty-five (45) days after the notice of the assessment is mailed.

Upon receipt of the request for reconsideration, the Medicaid+ate-setting-centractor office shall evaluate the data.
After review, the Medicaid-rate-setting-contracter office may amend the assessment or affirm the original
decision. The Medicaidrate-setting-contracter office shall thereafter notify the facility of its final decision in

writing, within forty-five (45) days of the Medicaidrate-setting-contracters office’s receipt of the request for
reconsideration. In the event that a timely response is not made by the rate-setting-contracter office to the

facility's reconsideration request, the request shall be deemed denied and the provider may initiate an appeal
under IC 4-21.5-3.

() The assessment shall be calculated on an annual basis with equal monthly amounts due on or before the
tenth day of each calendar month.

(9) A facility may file a request to pay the quality assessment on an installment plan. The request shall be as
follows:

(1) In writing setting forth the facility's rationale for the request.

(2) Submitted to the office. eritsdesignree:
An installment plan established under this section shall not exceed a period of six (6) months from the date of
execution of the agreement. The agreement shall set forth the amount of the assessment that shall be paid in
installments and include provisions for the collection of interest. The interest shall not exceed the percentage set
outin IC 12-15-21-3(6)(A).

(h) A facility that fails to pay the quality assessment due under this section within ten (10) days after the date
the payment is due shall pay interest on the quality assessment at the same rate as determined under |C 12-15-
21-3(6)(A).

(i) The office shall offset the collection of the assessment fee for a facility as follows:

(1) Against a Medicaid payment to the facility.

(2) Against a Medicaid payment to another health facility that is related to the facility through common
ownership or control.

(3) In another manner determined by the office.

(i) If a facility:
(1) fails to submit patient day information requested by the office to calculate the quality assessment fee; or
(2) fails to pay the quality assessment fee;

not later than one hundred twenty (120) days after the patient day information is requested, or payment of the

quality assessment is due, the office shall report each facility to the-state-department-of-health ISDH to initiate
license revocation proceedings in accordance with |C 16-28-15-12.

(Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-24; filed Apr 24, 2006, 3:30 p.m.: 29 IR
2983; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA,; filed Nov 12, 2009, 4:01 p.m.:
20091209-1R-405090215FRA; filed Nov 1, 2010, 11:45 a.m.: 20101201-IR-405100065FRA, filed May 31, 2013,
8:52 a.m.: 20130626-1R-405120279FRA, readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA,
filed Apr 29, 2015, 3:38 p.m.: 20150527-1R-405150034FRA)

SECTION 59. 405 IAC 1-15-1 IS AMENDED TO READ AS FOLLOWS:
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405 IAC 1-15-1 Scope

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: |IC 12-13-7-3; IC 12-15

Sec. 1. This section requires nursing facilities certified to provide nursing facility care to Medicaid reeipients
members to electronically transmit minimum data set (MDS) information for all residents, including residents in a
noncertified bed, to the office ef-Medicaid-peliey-andplanning for use in establishing and maintaining a case mix
reimbursement system for Medicaid payments to nursing facilities and other Medicaid program management
purposes.

(Office of the Secretary of Family and Social Services; 405 IAC 1-15-1; filed Nov 1, 1995, 8:30 a.m.: 19 IR 350;
filed Mar 2, 1999, 4:42 p.m.: 22 IR 2247; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Mar 18, 2002,
3:30 p.m.: 25 IR 2471; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed
Oct 28, 2013, 3:18 p.m.: 20131127-|R-405130241RFA)

SECTION 60. 405 IAC 1-15-2 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-15-2 Definitions

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: |IC 12-13-7-3; IC 12-15

Sec. 2. (a) The definitions in this section apply throughout this rule.

(b) "Case mix reimbursement" means a system of paying nursing facilities according to the mix of residents in
each facility as measured by resident characteristics and service needs. Its function is to provide payment for
resources needed to serve different types of residents.

(c) "Minimum data set" or "MDS" means a core set of screening and assessment elements, including
common definitions and coding categories, that forms the foundation of the comprehensive assessment for all
residents of long-term care facilities certified to participate in the Medicaid. pregram- The items in the MDS
standardize communication about resident problems, strengths, and conditions within the facilities, between
facilities, and between facilities and outside agencies. Version 2.0 (9/2000) is the most current form to the
minimum data set (MDS 2.0). The Indiana system will employ the MDS 2.0 or subsequent revisions as approved
by the-CentersferMedicare-and-Medicaid-Services CMS.

(Office of the Secretary of Family and Social Services; 405 IAC 1-15-2; filed Nov 1, 1995, 8:30 a.m.: 19 IR 350;
filed Mar 2, 1999, 4:42 p.m.: 22 IR 2248; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep
19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA, filed Nov 1, 2010, 11:37 a.m.: 20101201-IR-405100183FRA,;
readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 61. 405 IAC 1-15-3 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-15-3 General requirements

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 3. (a) The office shall provide nursing facilities with technical support in preparing MDS transmission to
the office, erits-eentracter; including, but not limited to, the following:

(1) Providing training on the transmission of MDS data.

(2) Any other support that the office deems necessary for successful transmission of MDS data.

(b) Allowable costs incurred by nursing facilities relating to transmission of MDS data to the office shall be
reimbursed through the cost reporting mechanism established under 405 IAC 1-14.6.
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(Office of the Secretary of Family and Social Services; 405 IAC 1-15-3; filed Nov 1, 1995, 8:30 a.m.: 19 IR 351;
filed Mar 2, 1999, 4:42 p.m.: 22 IR 2248; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep
19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA,; filed Nov 1, 2010, 11:37 a.m.: 20101201-IR-405100183FRA;
readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 62. 405 IAC 1-15-5 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-15-5 MDS audit requirements

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 5. (a) The office erits-eontracter shall periodically audit the MDS supporting documentation maintained
by nursing facilities for all residents, regardless of payer type. The audits shall be conducted as frequently as
deemed necessary by the office, and each nursing facility shall be audited no less frequently than every thirty-six
(36) months. Advance notification of up to seventy-two (72) hours shall be provided by the office erits-eentracter
for all MDS audits, except for follow-up audits that are intended to ensure compliance with validation improvement
plans. Advance notification for follow-up audits shall not be required.

(b) All MDS assessments, regardless of payer type, are subject to an MDS audit.

(c) When conducting the MDS audits, the office e+its-eentracter shall consider all MDS supporting
documentation that is provided by the nursing facility and is available to the auditors prior to the exit conference.
MDS supporting documentation that is provided by the nursing facility after the exit conference shall not be
considered by the office.

(d) The nursing facility shall be required to produce, upon request by the office erits-eentracter; a computer
generated copy of the MDS assessment that is transmitted in accordance with section 1 of this rule, which shall
be the basis for the MDS audit.

(e) Suspected intentional alteration of clinical documentation, or creation of documentation after MDS
assessments have been transmitted, shall be referred to the Medicaid-frand-centrel-uritMFCU)-ofthe-tndiana
atterney-generals-office IMFCU for investigation of possible fraud. Such an investigation could result in a felony or
misdemeanor criminal conviction.

(Office of the Secretary of Family and Social Services; 405 IAC 1-15-5; filed Mar 2, 1999, 4:42 p.m.: 22 IR 2249;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Mar 18, 2002, 3:30 p.m.: 25 IR 2471; readopted filed
Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA, filed Nov 1, 2010, 11:37 a.m.:
20101201-1R-405100183FRA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 63. 405 IAC 1-16-1 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-16-1 Policy

Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-40
Affected: IC 12-15

Sec. 1. (a) This rule sets forth procedures for payment for services rendered to Medicaid reeipients members
by duly certified hospice providers that provide hospice care. All payments referred to within this rule for the
provider groups and levels of care are contingent upon the following:

(1) Proper and current certification.

(2) Compliance with applicable state and federal statutes and regulations.

(b) The procedures described in this rule set forth methods of reimbursement that promote quality of care,
efficiency, economy, and consistency. These procedures recognize level and quality of care, establish effective
accountability over Medicaid expenditures, and compensate providers for reasonable, allowable costs that must
be incurred by efficiently and economically operated facilities. The system of payment outlined in this rule is a
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prospective system.

(Office of the Secretary of Family and Social Services; 405 IAC 1-16-1; filed Mar 9, 1998, 9:30 a.m.: 21 IR 2377,
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 64. 405 IAC 1-16-2 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-16-2 Levels of care

Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-40
Affected: IC 12-15

Sec. 2. (a) Reimbursement for hospice care shall be made according to the methodology and amounts
calculated by the-CentersforMedicareand-Medicaid-Services CMS. formery-the Health-Care Finaneing
Administration(HESFA): Medicaid hospice reimbursement rates are based on Medicare reimbursement rates and
methodologies, adjusted to disregard offsets attributable to Medicare coinsurance amounts. The rates will be
adjusted for regional differences in wages using the geographical areas defined by CMS and hospice wage index
published by CMS.

(b) Medicaid reimbursement for hospice services will be made at one (1) of four (4) all-inclusive per diem rates
for each day in which a Medicaid reeipient member is under the care of the hospice provider. The reimbursement
amounts are determined within each of the following categories:

(1) Routine home care.

(2) Continuous home care.

(3) Inpatient respite care.

(4) General inpatient hospice care.

(c) The hospice will be paid at the routine home care rate for each day the reeipiert member is at home,
under the care of the hospice provider, and not receiving continuous home care. This rate is paid without regard
to the volume or intensity of routine home care services provided on any given day.

(d) Continuous home care is to be provided only during a period of crisis. A period of crisis is defined as a
period in which a patient requires continuous care that is primarily nursing care to achieve palliation and
management of acute medical symptoms. Care must be provided by either a registered nurse or a licensed
practical nurse, and a nurse must provide care for over half the total period of care. A minimum of eight (8) hours
of care must be provided during a twenty-four (24) hour day that begins and ends at midnight. This care need not
be continuous and uninterrupted. The continuous home care rate is divided by twenty-four (24) hours in order to
arrive at an hourly rate. For every hour or part of an hour of continuous care furnished, the hourly rate will be
reimbursed to the hospice provider for up to twenty-four (24) hours a day.

(e) The hospice provider will be paid at the inpatient respite care rate for each day that the reeipient member
is in an approved inpatient facility and is receiving respite care. Respite care is short term inpatient care provided
to the reeipient member only when necessary to relieve the family members or other persons caring for the
reeipient: member. Respite care may be provided only on an occasional basis. Payment for respite care may be
made for a maximum of five (5) consecutive days at a time, including the date of admission, but not counting the
date of discharge. Payment for the sixth and any subsequent days is to be made at the routine home care rate.

(f) Subject to the limitations in section 3 of this rule, the hospice provider will be paid at the general inpatient
hospice rate for each day the reeipient member is in an approved inpatient hospice facility and is receiving
services related to the terminal iliness. The reeipient member must require general inpatient care for pain control
or acute or chronic symptom management that cannot be managed in other settings. Documentation in the
reeipient's member's record must clearly explain the reason for admission and the reeipierts member's
condition during the stay in the facility at this level of care. No other fixed payment rate (i.e., routine home care)
will be made for a day on which the patient receives general hospice inpatient care. Services provided in the
inpatient setting must conform to the hospice patient's plan of care. The hospice provider is the professional
manager of the patient's care, regardless of the physical setting of that care or the level of care. If the inpatient
facility is not also the hospice provider, the hospice provider must have a contract with the inpatient facility
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delineating the roles of each provider in the plan of care.

(g) When routine home care or continuous home care is furnished to a reeipient member who resides in a
nursing facility, the nursing facility is considered the reeipierts member's home.

(h) Reimbursement for inpatient respite care is available only for a reeipient member who resides in a private
home. Reimbursement for inpatient respite care is not available for a reeiptient member who resides in a nursing
facility.

(i) When a reeipient member is receiving general inpatient or inpatient respite care, the applicable inpatient
rate (general or respite) is paid for the date of admission and all subsequent inpatient days, except the day on
which the patient is discharged. For the day of discharge, the appropriate home care rate is paid unless the
patient dies as an inpatient. In the case where the member is discharged deceased, the applicable inpatient rate
(general or respite) is paid for the date of discharge.

(Office of the Secretary of Family and Social Services; 405 IAC 1-16-2; filed Mar 9, 1998, 9:30 a.m.: 21 IR 2377,
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Jun 5, 2003, 8:30 a.m.: 26 IR 3634, readopted filed Sep
19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 65. 405 IAC 1-16-3 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-16-3 Limitation on payments for inpatient care

Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-40
Affected: IC 12-15

Sec. 3. (a) Payments to a hospice for inpatient care must be limited according to the number of days of
inpatient care furnished to Medicaid reeipients- members. During the twelve (12) month period beginning
November 1 of each year and ending October 31 of the next year, the aggregate number of inpatient days (both
general inpatient days and inpatient respite care days) for any given hospice provider may not exceed twenty
percent (20%) of the total number of days of hospice care provided to all Medicaid reeipients members during the
same period by the designated hospice provider or its contracted agent or agents. For purposes of this
computation, if it is determined that the inpatient rate should not be paid, any days for which the hospice provider
receives payment at a home care rate will not be counted as inpatient days.

(b) The limitations on payment for inpatient days are as follows:
(1) The maximum number of allowable inpatient days will be calculated by multiplying the total number of a
provider's Medicaid hospice days by twenty percent (20%).
(2) If the total number of days of inpatient care to Medicaid hospice reeipienrts members is less than or equal
to the maximum number of inpatient days computed in subdivision (1), then no adjustment is made.
(3) If the total number of days of inpatient care to Medicaid hospice reeipienrts members is greater than the
maximum number of inpatient days computed in subdivision (1), then the payment limitation will be determined
by the following method:
(A) Calculating the ratio of the maximum allowable inpatient days to the number of actual days of inpatient
care, and multiplying this ratio by the total reimbursement for inpatient care that was made.
(B) Multiplying excess inpatient care days by the routine home care rate.
(C) Adding together the amounts calculated in clauses (A) and (B).
(D) Comparing the amount in clause (C) with total reimbursement made to the hospice provider for inpatient
care during the cap period. The amount by which total reimbursement made to the hospice provider for
inpatient care for Medicaid reeipients members exceeds the amount calculated in clause (C) is due from the
hospice provider.

(Office of the Secretary of Family and Social Services; 405 IAC 1-16-3; filed Mar 9, 1998, 9:30 a.m.: 21 IR 2378;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 66. 405 IAC 1-16-4 IS AMENDED TO READ AS FOLLOWS:
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405 IAC 1-16-4 Additional amount for nursing facility residents

Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-40
Affected: IC 12-15

Sec. 4. (a) An additional per diem amount will be paid directly to the hospice provider for room and board of
hospice residents in a certified nursing facility receiving routine or continuous care services, when the office has
determined that the reeipient member requires nursing facility level of care. Medicaid reimbursement is available
for hospice services rendered to a nursing facility resident only if, prior to services being rendered, the hospice
and the nursing facility enter into a written agreement under which the hospice takes full responsibility for the
professional care management of the resident's hospice care and the nursing facility agrees to provide room and
board to the individual. In this context, "room and board" includes all assistance in the activities of daily living,
socializing activities, administration of medication, maintaining the cleanliness of a resident's room, and
supervision and assisting in the use of durable medical equipment and prescribed therapies.

(b) The room and board rate will be ninety-five percent (95%) of the lowest per diem reimbursement rate
trdianra Medicaid would have paid to the nursing facility for any resident for those dates of service on which the
reeipient member was a resident of that facility.

(c) Medicaid payment to the nursing facility for nursing facility care for the hospice resident is discontinued
when the resident makes an election to receive hospice care. Any payment to the nursing facility for furnishing
room and board to hospice patients is made by the hospice provider under the terms of its agreement with the
nursing facility.

(d) The additional amount for room and board is not available for reeipients members receiving inpatient
respite care or general inpatient care.

(Office of the Secretary of Family and Social Services; 405 IAC 1-16-4; filed Mar 9, 1998, 9:30 a.m.: 21 IR 2378;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Jun 5, 2003, 8:30 a.m.: 26 IR 3635; readopted filed Sep
19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 67. 405 1IAC 1-16-5 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-16-5 Reimbursement for physician services

Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-40
Affected: IC 12-15

Sec. 5. (a) The basic payment rates for hospice care represent full reimbursement to the hospice provider for
the costs of all covered services related to the treatment of the reeipient's member's terminal iliness, including the
administrative and general activities performed by physicians who are employees of or working under
arrangements made with the hospice provider. These activities would generally be performed by the physician
serving as the medical director and the physician member of the hospice interdisciplinary group. Group activities
include participation in the establishment of plans of care, supervision of care and services, periodic review and
updating of plans of care, and establishment of governing policies. The costs for these services are included in
the reimbursement rates for hospice care.

(b) Reimbursement for a hospice employed physician's direct patient services that are not rendered by a
hospice volunteer is made in accordance with the usual rdiana Medicaid reimbursement methodology for
physician services. These services will be billed by the hospice provider under the Medicaid hospice provider
number. The only physician services to be billed separately from the hospice per diem are direct patient care
services. Laboratory and x-ray services relating to the terminal condition are included in the hospice daily rate.

(c) Reimbursement for an independent physician's direct patient services that are not rendered by a hospice
volunteer is made in accordance with the usual trdiana Medicaid reimbursement methodology for physician
services. These services will not be billed by the hospice provider under the hospice provider number. The only
services to be billed by an attending physician are the physician's personal professional services. Costs for
services such as laboratory or x-rays are not to be included on the attending physician's billed charges to the
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Medicaid pregram when those services relate to the terminal condition. These costs are included in the daily rates
paid and are expressly the responsibility of the hospice provider.

(d) Volunteer physician services are excluded from Medicaid reimbursement. However, a physician who
provides volunteer services to a hospice may be reimbursed for nonvolunteer services provided to hospice
patients. In determining which services are furnished on a volunteer basis and which are not, a physician must
treat Medicaid patients on the same basis as other hospice patients. For example, a physician may not designate
all physician services rendered to non-Medicaid patients as volunteered and at the same time seek payment for
all physician services rendered to Medicaid patients.

(Office of the Secretary of Family and Social Services; 405 IAC 1-16-5; filed Mar 9, 1998, 9:30 a.m.: 21 IR 2378;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 68. 405 IAC 1-17-1 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-17-1 Policy; scope

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15-13-3.5; IC 12-15-13-4; IC 24-4.6-1-101

Sec. 1. (a) This rule sets forth procedures for payment for services rendered to Medicaid reeipients members
by duly certified state-owned irtermediate-care-facilitiesfor-the-mentallyretarded-HSHMRY); ICFs/IID, state-owned
nursing facilities, and state-owned psychiatric hospitals. All payments referred to within this rule for the provider
groups and levels of care are contingent upon the following:

(1) Proper and current certification.

(2) Compliance with applicable state and federal statutes and regulations.

(b) The procedures described in this rule set forth methods of reimbursement that promote quality of care,
efficiency, economy, and consistency. These procedures:

(1) recognize level and quality of care;

(2) establish effective accountability over Medicaid expenditures;

(3) provide for a regular review mechanism for rate changes;

(4) compensate providers for reasonable, allowable costs incurred by a prudent businessperson; and

(5) allow incentives to encourage efficient and economic operations.
The system of payment outlined in this rule is a retrospective system using interim rates predicated on a
reasonable, cost-related basis, in conjunction with a final settlement process. Cost limitations are contained in this
rule that establish parameters regarding the allowability of costs and define reasonable allowable costs.

(c) Retroactive repayment will be required by providers when an audit verifies overpayment due to intentional
misrepresentation, billing or payment errors, or misstatement of historical financial or historical statistical data that
caused a rate higher than would have been allowed had the data been true and accurate. Upon discovery that a
provider has received overpayment of a Medicaid claim from the office, the provider must:

(1) complete the appropriate Medicaid billing adjustment form; and

(2) reimburse the office for the amount of the overpayment.

(d) The office may implement Medicaid rates prospectively without awaiting the outcome of the administrative
appeal process. However, any action by the office to recover an overpayment from previous rate reimbursements,
either through deductions of future payments or otherwise, shall await the completion of the provider's
administrative appeal within the office, providing the provider avails itself of the opportunity to make such an
appeal. Interest shall be assessed in accordance with $&-32-15-143-3- |C 12-15-13-3.5(g) for a noninstitutional
provider or IC 12-15-13-4(h) for an institutional provider.

(Office of the Secretary of Family and Social Services; 405 IAC 1-17-1; filed Sep 1, 1998, 3:25 p.m.: 22 IR 83;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Aug 29, 2003, 10:45 a.m.: 27 IR 93; filed May 30, 2007,
8:22 a.m.: 20070627-1R-405060158FRA,; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA,; filed Jun 28, 2010, 2:21 p.m.: 20100728-1R-405090192FRA,; readopted filed Oct
28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)
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SECTION 69. 405 IAC 1-17-2 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-17-2 Definitions

Authority: IC 12-15-1-10; IC 12-15-1-15; |C 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 2. (a) The definitions in this section apply throughout this rule.

(b) "All-inclusive rate" means a per diem rate which, at a minimum, reimburses for all:
(1) nursing care;
(2) room and board,;
(3) supplies; and
(4) ancillary therapy services;
within a single, comprehensive amount.

(c) "Annual, historical, or budget financial report" refers to a presentation of financial data, including
accompanying notes, derived from accounting records and intended to communicate the provider's economic
resources or obligations at a point in time, or the changes therein for a period of time in compliance with the
reporting requirements of this rule which shall constitute a comprehensive basis of accounting.

(d) "Budgeted/forecasted data" means financial and statistical information that presents, to the best of the
provider's knowledge and belief, the expected results of operation during the rate period.

(e) "Cost center" means a cost category delineated by cost reporting forms prescribed by the office.

(f) "Desk review" means a review and application of this rule to a provider submitted annual financial report
including accompanying notes and supplemental information.

(g) "Field audit* means a formal official verification and methodical examination and review, including the final
written report of the examination of original books of accounts by auditors.

(h) "Forms prescribed by the office" means:
(1) forms provided by the office; or
(2) substitute forms that have received prior written approval by the office.

(i) "General line personnel” means management personnel above the department head level who perform a
policy making or supervisory function impacting directly on the operation of the facility.

() "Generally accepted accounting principles" means those accounting principles as established by the
Governmental Accounting Standards Board (GASB).

& (k) "Like levels of care" means {SFMR ICF/IID level of care provided in a state-owned {SFMR; ICF/IID,
nursing facility level of care provided in a state-owned nursing facility, or psychiatric hospital level of care provided
in a state-owned psychiatric hospital.

) (I) "Ordinary patient related costs" means costs of services and supplies that are necessary in the delivery
of patient care by similar providers within the state.

{e} (m) “Patientirecipient "Patient/member care" means those Medicaid program services delivered to a
Medicaid enrolled reeipient member by a eertified-Medieaid provider.
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{1} (n) "Reasonable allowable costs" means the price a prudent, cost conscious buyer would pay a willing
seller for goods or services in an arm's-length transaction, not to exceed the limitations set out in this rule.

{1 (0) "Unit of service" means all patient care included in the established per diem rate required for the care of
an inpatient for one (1) day (twenty-four (24) hours).

(Office of the Secretary of Family and Social Services; 405 IAC 1-17-2; filed Sep 1, 1998, 3:25 p.m.: 22 IR 83;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Aug 29, 2003, 10:45 a.m.: 27 IR 94; filed May 30, 2007,
8:22 a.m.: 20070627-IR-405060158FRA,; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; filed Jun 28, 2010, 2:21 p.m.: 20100728-IR-405090192FRA,; readopted filed Oct
28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 70. 405 IAC 1-17-4 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-17-4 Financial report to office; annual schedule; prescribed form; extensions

Authority: 1C 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 4. (a) Each provider shall submit an annual financial report to the office not later than ninety (90) days
after the close of the provider's reporting year. The annual financial report shall coincide with the fiscal year used
by the provider to report federal income taxes for the operation unless the provider requests in writing that a
different reporting period be used. Such a request shall be submitted within sixty (60) days after the initial
certification of a provider. This option may be exercised only one (1) time by a provider. If a reporting period other
than the tax year is established, audit trails between the periods are required, including reconciliation statements
between the provider's records and the annual financial report.

(b) The provider's annual financial report shall be submitted using forms prescribed by the office. All data
elements and required attachments shall be completed so as to provide full financial disclosure and shall include
the following as a minimum:

(1) Patient census data.

(2) Statistical data.

(3) Ownership and related party information.

(4) Statement of all expenses and all income.

(5) Detail of fixed assets and patient related interest bearing debt.

(6) Schedule of Medicaid and private pay charges; private pay charges shall be lowest usual and erdirary

customary charge on the last day of the reporting period.

(7) Certification by the provider that the data are true, accurate, related to patient care, and that expenses not

related to patient care have been clearly identified.

(8) Certification by the preparer, if different from the provider, that the data were compiled from all information

provided to the preparer by the provider and as such are true and accurate to the best of the preparer's

knowledge.

(c) Extension of the ninety (90) day filing period shall not be granted unless the provider substantiates to the
office circumstances that preclude a timely filing. Requests for extensions shall be submitted to the office, prior to
the date due, with full and complete explanation of the reasons an extension is necessary. The office shall review
the request for extension and notify the provider of approval or disapproval within ten (10) days of receipt. If the
request for extension is disapproved, the report shall be due twenty (20) days from the date of receipt of the
disapproval from the office.

(Office of the Secretary of Family and Social Services; 405 IAC 1-17-4; filed Sep 1, 1998, 3:25 p.m.: 22 IR 85;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Aug 29, 2003, 10:45 a.m.: 27 IR 95; readopted filed Sep
19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 71. 405 IAC 1-17-7 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-17-7 Request for rate review; budget component; occupancy level assumptions; effect of
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inflation assumptions

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 7. Under this rate setting system, emphasis is placed on proper planning, budgeting, and cost control by
the provider. To establish consistency in the submission and review of forecasted costs, the following apply:
(1) Each interim rate review request shall include a budget financial report. If a budget financial report is not
submitted, the interim rate review will not result in an increase in Medicaid rates but may result in a rate
decrease based on historical or annual financial reports submitted.
(2) All budget financial reports shall be submitted using forms prescribed by the office. All forecasted data and
required attachments shall be completed to provide full financial disclosure and will include as a minimum the
following:
(A) Patient census data.
(B) Statistical data.
(C) Ownership and related party information.
(D) Statement of all expenses and all income.
(E) Detail of fixed assets and patient related interest bearing debt.
(F) Schedule of Medicaid and private pay charges; charges shall be the lowest usual and erdirary
customary charge on the rate effective date of the rate review.
(G) Certification by the provider that forecasted data has been prepared in good faith, with appropriate care
by qualified personnel, using appropriate accounting principles and assumptions, and that the process to
develop the forecasted data uses the best information that is reasonably available and is consistent with the
plans of the provider. The certification shall state that all expenses not related to patient care have been
clearly identified or removed.
(H) Certification by the preparer, if the preparer is different from the provider, that the forecasted data were
compiled from all information provided to the preparer and that the preparer has read the forecasted data
with its summaries of significant assumptions and accounting policies and has considered them to be not
obviously inappropriate.
(3) The provider shall adjust patient census data based on the highest of the following:
(A) Historical patient days for the most recent historical period unless the provider can justify the use of a
lower figure for the patient days.
(B) Forecasted patient days for the twelve (12) month budget period.
(4) The provider and the office shall recognize and adjust forecasted data accordingly for the inflationary or
deflationary effect on historical data for the period between the midpoint of the historical or annual financial
report time period and the midpoint of the budget financial report. Forecasted data may be adjusted based
upon reasonably anticipated rates of inflation.

(Office of the Secretary of Family and Social Services; 405 IAC 1-17-7; filed Sep 1, 1998, 3:25 p.m.: 22 IR 86;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Aug 29, 2003, 10:45 a.m.: 27 IR 97; readopted filed Sep
19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 72. 405 IAC 1-17-17 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-17-17 State-owned facilities per diem rate

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 17. (a) The per diem rate for providers reimbursed under this rule:
(1) is an all-inclusive rate; and
(2) includes all services provided to reeipients members by the facility.

(b) Resources from health insurance plans available to the resident shall apply first to defraying the costs of
medical services before Medicaid. Such resources shall include, but not be limited to, Medicare, Civilian Health
and Medical Plan for Uniform Services, Veteran's Administration, and other health insurances. Services
reimbursed through other sources shall be segregated and not claimed on the facility's cost report.

(Office of the Secretary of Family and Social Services; 405 IAC 1-17-17; filed Sep 1, 1998, 3:25 p.m.: 22 IR 90;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed May 30, 2007, 8:22 a.m.: 20070627-IR-405060158FRA,;
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readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA, readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 73. 405 IAC 1-17-18 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-17-18 Administrative reconsideration; appeal

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 18. (a) The Medicaidrate-settingcentractor office shall notify each provider of the provider's rate after

such rate has been computed. If the provider disagrees with the rate determination, the provider must request an
administrative reconsideration by the Meéremd—Fa%e—setHﬂg—eenferaeteF office. Such reconsideration request shall
be in writing and shall contain specific issues to be reconsidered and the rationale for the provider's position. The
request shall be signed by the provider or the authorized representative of the provider and must be received by
the eentraeter office within forty-five (45) days after release of the rate computed by the Medicaidrate-setting
eontracter: office. Upon receipt of the request for reconsideration, the Medicaidrate-setting-centractor office shall
evaluate the data. After review, the Medicaidratesetting-eontractor office may amend the rate, amend the
challenged procedure or determination, or affirm the original decision. The Medicaid+ratesetting-contracter office
shall thereafter notify the provider of its final decision in writing, within forty-five (45) days of the Medicaid+ate
setting-contractor's office's receipt of the request for reconsideration. In the event that a timely response is not
made by the rate-setting-eontracter office to the provider's reconsideration request, the request shall be deemed
denied and the provider may pursue its administrative remedies as set out in subsection (c).

(b) If the provider disagrees with a rate redetermination resulting from an audit adjustment, the provider must
request an administrative reconsideration from the Medicaid-audit-contracter- office. Such reconsideration
request shall be in writing and shall contain specific issues to be considered and the rationale for the provider's
position. The request shall be signed by the provider and must be received by the Medicaid-auditcontractor
office within forty-five (45) days after release of the rate computed by the Medicaidrate-setting-contractor- office.
Upon receipt of the request for reconsideration, the Medicaid-audit-centractor office shall evaluate the data. After
review, the Medicaid-audit-contracter office may amend the audit adjustment or affirm the original adjustment.
The Medicaid-auditcontractor office shall thereafter notify the provider of its final decision in writing within
forty-five (45) days of the Medicaid-auditcentractors office's receipt of the request for reconsideration. In the
event that a timely response is not made by the audit-eentracter office to the provider's reconsideration request,
the request shall be deemed denied and the provider may pursue its administrative remedies under subsection

(©).

(c) After completion of the reconsideration procedure under subsection (a) or (b), the provider may initiate an
appeal under 405 IAC 1-1.5.

(d) The office may take action to prospectively implement Medicaid rates without awaiting the outcome of the
administrative process.

(Office of the Secretary of Family and Social Services; 405 IAC 1-17-18; filed Sep 1, 1998, 3:25 p.m.: 22 IR 90;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 74. 405 IAC 1-18-2 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-18-2 Reimbursement of cross-over claims

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15-14

Sec. 2. (a) Cross-over claims filed by Medieaid providers are reimbursed as set out in this section.

(b) If the Medicare payment amount for a claim exceeds or equals the Medicaid allowable amount for that
claim, Medicaid reimbursement will be zero (0).
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(c) If the Medicaid allowable amount for a claim exceeds the Medicare payment amount for that claim,
Medicaid reimbursement is the lesser of:

(1) the difference between the Medicaid allowable amount minus the Medicare payment amount; or

(2) the Medicare coinsurance and deductible, if any, for the claim.

(Office of the Secretary of Family and Social Services; 405 IAC 1-18-2; filed Mar 18, 2002, 3:32 p.m.: 25 IR 2477,
filed Nov 27, 2002, 4:30 p.m.: 26 IR 1079; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 75. 405 IAC 1-19-2 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-19-2 Time and manner of disclosure

Authority: IC 12-15-1-10; IC 12-15-21-2; |C 12-15-21-3
Affected: IC 12-13-7-3; IC 12-15

Sec. 2. (a) Any disclosing entity that is a long term care facility must supply the information specified in this

rule to the-thrdiana-state-department-ef-health ISDH at the time it is surveyed.

(b) Any disclosing entity must supply the information specified in this rule to the office erits-fiseal-agent at any
time there is a change in ownership or control.

(c) Any provider must supply the information specified in this rule at the time of filing a complete application.
(d) Any provider must supply the information specified in this rule upon executing the provider agreement.

(e) Providers are required to notify the office upon such time as the information specified in this rule changes
within thirty-five (35) days of the effective date of change in such form as the office shall prescribe. Long term
care providers involved in a change of ownership shall also provide notification in accordance with 405 IAC 1-20.
New nursing facility providers are required to notify the office in accordance with this rule and 405 IAC 1-14.6-5.

(Office of the Secretary of Family and Social Services; 405 IAC 1-19-2; filed Apr 17, 2003, 5:15 p.m.: 26 IR 2865;
readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA,; filed Apr 29, 2015, 3:38 p.m.: 20150527-IR-405150034FRA)

SECTION 76. 405 IAC 1-20-1 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-20-1 General

Authority: IC 12-15-1-10; IC 12-15-21-2; |IC 12-15-21-3
Affected: IC 12-13-7-3; IC 12-15

Sec. 1. (a) As used in 405 IAC 1-19 and this rule, "long term care facility" means any of the following:
(1) A nursing facility.

(2) A eommunityresidentiaHacility forthe developmentally-disabled: CRF/DD.

(3) An intermediate-carefacility forthe-mentallyretarded: ICF/IID.

(b) For Medicaid provider agreement purposes, the provider is the party directly or ultimately responsible for
operating the business enterprise. This party is legally responsible for decisions and liabilities in a business
management sense. The same party also bears the final responsibility for operational decisions made in the
capacity of a governing body and for the consequences of those decisions.

(c) Whether the owner of the provider enterprise (provider) owns the premises or rents or leases the premises
from a landlord or lessor is immaterial. However, if the provider enters into an agreement, which allows the
landlord to make or participate in decisions about the ongoing operation of the provider enterprise, this indicates
that the provider has entered into either a partnership agreement or a management agency agreement instead of
a property lease. A new partnership agreement constitutes a change of ownership.
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(Office of the Secretary of Family and Social Services; 405 IAC 1-20-1; filed Apr 17, 2003, 5:15 p.m.: 26 IR 2866;
readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 77. 405 IAC 1-20-2 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-20-2 Notification requirements

Authority: IC 12-15-1-10; IC 12-15-21-2; |C 12-15-21-3
Affected: IC 12-13-7-3; IC 12-15

Sec. 2. (a) When a change of ownership in a long term care facility is contemplated, the transferor provider
shall notify the office, or its fiscal agent, no less than forty-five (45) days prior to the effective date of sale or lease
agreement that a change of ownership may take place.

(b) Notification shall be in writing and include the following:

(1) A copy of the agreement of sale or transfer.

(2) The expected date of transfer.

(3) If applicable, the name of any individual who has an ownership or control interest, is a managing
employee, or an agent of the transferor, who will also hold an ownership or control interest, be a managing
employee, or be an agent of the transferee.

(c) The transferee shall make application to the office for an amendment to the transferor's provider agreement
no less than forty-five (45) days prior to the expected date of transfer in accordance with this rule and 405 IAC 1-
14.6-5(c).

(d) If notification requirements from both the transferor and the transferee have not been met on or before the
forty-fifth day before the effective date of the change of ownership, all Medicaid payments due to the transferor
may be held until such time as the information is received, reviewed, and approved for completeness. Any
payments held will not be paid, until such time as the transferee has fulfilled enrollment requirements in the
Medicaid pregramm as set forth in the provider manual and provider enrollment packet.

(e) The effective date of the change of ownership will be determined by the-trdiana-state-department-of
health's ISDH's certification and transmittal and amended by the-trdiana-state-departmentof-health; ISDH, if

necessary, to correspond with the transferor/transferee agreement of sale or transfer.

(Office of the Secretary of Family and Social Services; 405 IAC 1-20-2; filed Apr 17, 2003, 5:15 p.m.: 26 IR 2866;
readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA, readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA,; filed Apr 29, 2015, 3:38 p.m.: 20150527-IR-405150034FRA)

SECTION 78. 405 IAC 1-20-4 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-20-4 Change of ownership effect

Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-21-3
Affected: |IC 12-13-7-3; IC 12-15

Sec. 4. When there is a change of ownership of a long term care facility, the office will transfer the provider
agreement to the transferee subject to the terms and conditions under which it was originally issued and subject
to any existing plan of correction and pending audit findings as follows:

(1) The transferor and transferee shall reach an agreement between themselves concerning Medicaid

reimbursements, underpayments, overpayments, and civil monetary penalties.

(2) From the effective date of change of ownership and if all requirements are met, all reimbursements will be

made to the transferee, regardless of whether the reimbursement was incurred by a current owner or previous

owner.

(3) From the effective date of change of ownership, the transferee shall assume liability for repayment to the

office of any amount due the office, regardless of whether liability was incurred by a current owner or operator

or by a previous owner or operator.
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(4) Liability of current and previous providers to the office shall be joint and several.
(5) A current or previous owner or lessee may request from the office a list of all known outstanding liabilities
due the office by the facility and of any known pending office actions against a facility that may result in further
liability.
(6) For purposes of this section, examples of reimbursements, overpayments, and penalties shall include, but
not be limited to, the following:
(A) Outstanding claims.
(B) Any retro rate adjustment that results in an underpayment or overpayment based upon the transferor's
cost report.
(C) Amounts identified during past, present, or future audits that pertain to an audit period prior to a change
in ownership.
(D) Pending or completed surveillance utilization review (SUR) audit.
(E) Imposition of penalties due to failure of the provider to be in substantial compliance with applicable
federal requirements for nursing facilities participation in the Medicare program or Medicaid. pregrarm-
(F) Civil monetary penalties.
(G) Amounts established by final administrative decisions.

(Office of the Secretary of Family and Social Services; 405 IAC 1-20-4; filed Apr 17, 2003, 5:15 p.m.: 26 IR 2867,
readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 79. 405 IAC 1-21-1 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-21-1 Purpose; scope

Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-21-3
Affected: |IC 12-15

Sec. 1. The purpose of this section is to establish a prospective, cost-based reimbursement methodology for
services provided by psychiatric residential treatment facilities that are covered by the-state-eftrdiana Medicaid.
prograrm- Prospective payment shall constitute full reimbursement. There shall be no year-end cost settlement
payments.

(Office of the Secretary of Family and Social Services; 405 IAC 1-21-1; filed Mar 22, 2004, 3:15 p.m.: 27 IR 2475;
readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA, readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 80. 405 IAC 1-21-3 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-21-3 Reimbursement rates

Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15

Sec. 3. Covered inpatient psychiatric facility services for individuals under twenty-one (21) years of age
provided in PRTFs shall be reimbursed in accordance with the following:
(1) The PRTFs shall be reimbursed for services provided to Medicaid reeipienrts members based upon the
lower of:
(A) the statewide PRTF prospective per diem rate calculated by the office; or
(B) the usual and customary daily charges billed for the psychiatric treatment of eligible reeipients:
members.
(2) The applicable PRTF payment per diem rate determined in subdivision (1) shall provide reimbursement for
all Medicaid covered services provided in the psychiatric residential treatment facility except for those costs
described in subdivisions (3) and (6). Providers will include, and rates will be determined using, only those
allowable costs as listed in Medicaid provider reimbursement manuals and update bulletins.
(3) The per diem rate determined in subdivision (1) shall exclude those costs incurred for the following:
(A) Pharmaceutical supplies and services. Medicaid reimbursement for costs incurred for pharmaceutical
supplies and services provided to eligible reeipienrts members shall be paid separate and apart from the
PRTF per diem rate and in accordance with the reimbursement policies described in 405 IAC 5-24.
(B) Physician services. Medicaid reimbursement for costs incurred for physician services provided to eligible
reeipients members shall be paid separate and apart from the PRTF per diem rate and in accordance with
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the reimbursement policies described in 405 IAC 5-25.
(4) All costs utilized to determine the statewide prospective per diem rate in subdivision (1)(A) shall be subject
to reasonability standards as set forth in the Medicare Provider Reimbursement Manual, CMS-Pub. 15-1,
Chapter 25.
(5) The per diem rate determined in subdivision (1) shall exclude such costs unrelated to providing psychiatric
residential services, including, but not limited to, the following:

(A) Group education, including elementary and secondary education.

(B) Advertising or marketing.

(C) Nonpsychiatric specialty programs.
(6) Medicaid reimbursement for Medicaid covered psychiatric services provided to reeipienrts members
residing in a psychiatric residential treatment facility shall be limited to the payments described in this rule.
Costs for Medicaid covered services not related to the reeipienrt's member's psychiatric condition but
performed at the PRTF will be included in the PRTF per diem rate. Medicaid reimbursement for Medicaid
covered services not related to the reeipiert's member's psychiatric condition is available, separate from the
PRTF per diem, only in instances where those services are unavailable at the PRTF and are performed at a
location other than the PRTF.
(7) The established per diem rate for psychiatric residential treatment facilities shall be reviewed annually by
the OMPP-er-its—centractor office by using the most recent, reliable claims data and adjusted cost report data
to reflect changes in treatment patterns, technology, and other factors that may change the cost of efficiently
providing inpatient psychiatric services, and adjusted as necessary, in accordance with this section.

(Office of the Secretary of Family and Social Services; 405 IAC 1-21-3; filed Mar 22, 2004, 3:15 p.m.: 27 IR 2475;
readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 81. 405 IAC 1-21-4 IS AMENDED TO READ AS FOLLOWS:

405 IAC 1-21-4 Cost reports and audits

Authority: IC 12-15-1-10; IC 12-15-21-2; |IC 12-15-21-3
Affected: |IC 12-15

Sec. 4. PRTFs shall file a cost report annually using a uniform cost report form prescribed by the office. ef

Medicaid-poliey-and-planning(OMPPR): The OMPP-ertseontracter office may audit or review the cost reports as
it deems necessary.

(Office of the Secretary of Family and Social Services; 405 IAC 1-21-4; filed Mar 22, 2004, 3:15 p.m.: 27 IR 2476;
errata filed Apr 8, 2004, 10:35 a.m.: 27 IR 2499; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 82. 405 IAC 5-1-1 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-1-1 Intent and purpose

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2; |C 12-15-21-3
Affected: IC 12-7-1-1; IC 12-13-7-3; IC 12-15-5-1; |C 12-15-5-2

Sec. 1. (a) Under IC 12-7-1-1, Title XIX of the federal Social Security Act, and federal regulations adopted
thereunder (as adopted by IC 12-13-7-3), the office ef-Medicaid-pelicy-and-planning{efice); with the advice of its
medical staff, hereby adopts and promulgates this article to:

(1) interpret and implement the provisions of IC 12-15-5-1 and |C 12-15-21-3;

(2) ensure the efficient, economical, and medically reasonable operation of a medical assistance program

(hereinafter referred to as Medicaid) in Indiana; and

(3) safeguard against overutilization, fraud, abuse, and utilization and provision of services and supplies that

are not medically reasenable-anrd necessary.

(b) The purposes for this article are accomplished in this article by means of the following:

(2) A rule describing the prierreview-and-apprevat prior authorization process mandated by IC 12-15-21-
3(1).

(2) A rule interpreting the definition of provider as set out in |C 12-7-2-149.
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(3) Rules describing the services that require prier+eview-and-approval prior authorization by the office
under IC 12-15-21-3(1).

(4) Rules describing the criteria to be applied by the office in the prierappreval prior authorization or denial
of services under |C 12-15-21-3(1).

(5) Rules describing the limitations consistent with medical necessity on the duration of services to be
provided under 62321521 3(3}A)- IC 12-15-21-3(3).

(6) Rules interpreting IC 12-15-5-2 by listing specific services that are not covered by Medicaid because
federal financial participation is not available for such services or such services are not medically necessary in
view of alternative services available under this rule.

(Office of the Secretary of Family and Social Services; 405 IAC 5-1-1; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3299;
filed Sep 27, 1999, 8:55 a.m.: 23 IR 307; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep
19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 83. 405 IAC 5-1-2 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-1-2 Nondiscrimination

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2; IC 12-15-21-3
Affected: |IC 12-13-7-3; IC 12-15

Sec. 2. (a) All providers of care and suppliers of services under the-trdiara Medicaid pregrarm must comply
with the requirements of Title VI of the Civil Rights Act of 1964 and Section 504 of the Rehabilitation Act of 1973.

(b) No provider may discriminate in the provision of Medicaid services with regard to age, race, creed, color,
national origin, sex, or handicap.

(Office of the Secretary of Family and Social Services; 405 IAC 5-1-2; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3300;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 84. 405 IAC 5-1-3 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-1-3 Freedom of choice of provider

Authority: 1C 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2; |C 12-15-21-3
Affected: IC 12-13-7-3; IC 12-15-11-2

Sec. 3. Except as provided in 405 IAC 1-1-2(b), all reeipients members shall have freedom of choice in the
selection of a provider of service among qualified providers who meet the requirements of this article and who
have executed a provider agreement under |C 12-15-11-2.

(Office of the Secretary of Family and Social Services; 405 IAC 5-1-3; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3300;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 85. 405 IAC 5-1-4 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-1-4 Solicitation of services

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2; |C 12-15-21-3
Affected: IC 12-13-7-3; IC 12-15

Sec. 4. (a) Solicitation, or a fraudulent, misleading, or coercive offer by a provider to provide a service to a
icai ipient; member, is prohibited. Examples of solicitation include, but are not limited to, the following:

(1) Door-to-door solicitation.

(2) Screenings of large or entire inpatient populations of long term care facilities, hospitals, institutions for
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mental diseases, {&FsiMR; ICFs/IID, or CRFs/DD, except where such screenings are specifically mandated
by law.

(3) The use of any advertisement prohibited by federal or state statute or regulation.

(4) Any other type of inducement or solicitation to cause a reeipient member to receive a service that the
reeipient member either does not want or does not need.

(b) Solicitation of early and periodic screening, diagnostic, and treatment services, as specified in 405 IAC 5-
15, do not violate the solicitation prohibitions in this section.

(Office of the Secretary of Family and Social Services; 405 IAC 5-1-4; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3300;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.;
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 86. 405 IAC 5-1-5 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-1-5 Global fee billing; codes

Authority: 1C 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 5. (a) Providers must submit one (1) billing for a related group of procedures and services provided to a
feeipient- member.

(b) The Centers for Medicare and Medicaid Service's Common Procedure Coding System (HCPCS) and
International Classification of Diseases 9tk 10th Revision Clinical Modification 4&B-9-&M) (ICD-10-CM) codes
shall be used by providers when submitting medical claims to the contractor for adjudication. American Dental
Association codes from the Current Dental Terminology Users Manual shall be used by providers when
submitting dental claims to the contractor for adjudication. Providers must use the most up-to-date versions of
these coding classifications.

(c) Medicaid claims filed by pharmacy providers on the drug claim form/format must utilize an appropriately
configured National Drug Code (NDC), Universal Package Code (UPC), Health Related Item Code (HRI), or
state-assigned code. When services are billed that have been prior authorized, the procedure code from the prior
authorization form shall be utilized. On UB-92 forms, use the appropriate UB-92 Revenue Codes, as well as the
narrative descriptions of services, and the appropriate diagnostic and procedure code contained in {cB-9-EM-
ICD-10-CM.

(d) Documentation in the medical records maintained by the provider must substantiate the medical necessity
for the procedure or service and the code selected or description given by the provider. This is subject to
postpayment audit and review.

(Office of the Secretary of Family and Social Services; 405 IAC 5-1-5; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3300;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Feb 14, 2005, 10:25 a.m.: 28 IR 2131, readopted filed
Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 87. 405 IAC 5-1-6 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-1-6 New or experimental product, service, or technology

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 6. (a) A provider may request consideration for coverage of any new or experimental product, service, or
technology not specifically covered in this article. Such a request must be submitted by the provider to the fiseal
eentracter office along with a detailed written statement, along with all available supporting documentation,
justifying the medical necessity of such product, service, or technology.
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(b) This section does not apply to legend drugs.

(Office of the Secretary of Family and Social Services; 405 IAC 5-1-6; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3300;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 88. 405 IAC 5-2-3 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-2-3 "Attending provider" defined

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: |IC 12-13-7-3; IC 12-15

Sec. 3. "Attending erprimary-physieian” provider" means the physieian provider who is providing specialized
or general medical care to the Medicaid reeipient:- member.
(Office of the Secretary of Family and Social Services; 405 IAC 5-2-3; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3301;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 89. 405 IAC 5-2-6 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-2-6 "Covered service" defined

Authority: IC 12-15-1-10; IC 12-15-1-15; |C 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15-5

Sec. 6. "Covered service" means a service or supply provided by a Medieaid provider for a Medicaid+reeipient
member for which payment is available under the-rdiara Medicaid pregrarm subject to the limitations of this
article.

(Office of the Secretary of Family and Social Services; 405 IAC 5-2-6; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3301;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 90. 405 IAC 5-2-9 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-2-9 "Emergency service" defined

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 9. "Emergency service" means a service provided to a Medieaid+reeipient member after the sudden
onset of a medical condition manifesting itself by acute symptoms of sufficient severity that the absence of
immediate medical attention could reasonably be expected to result in:

(1) placing the patient's health in serious jeopardy;

(2) serious impairment to bodily functions; or

(3) serious dysfunction of any bodily organ or part.

(Office of the Secretary of Family and Social Services; 405 IAC 5-2-9; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3301;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 91. 405 IAC 5-2-10.5 IS ADDED TO READ AS FOLLOWS:

405 IAC 5-2-10.5 "HCPCS" defined

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15
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Sec. 10.5. "HCPCS" means Healthcare Common Procedure Coding System as set forth in 45 CFR
162.1002.

(Office of the Secretary of Family and Social Services; 405 IAC 5-2-10.5)

SECTION 92. 405 IAC 5-2-11.5 IS ADDED TO READ AS FOLLOWS:

405 |AC 5-2-11.5 "ICH/IID" defined

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-15

Sec. 11.5. "ICF/IID" or "ICFs/IID" has the meaning set forth in 405 IAC 1-1-1(f).
(Office of the Secretary of Family and Social Services; 405 IAC 5-2-11.5)

SECTION 93. 405 IAC 5-2-12 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-2-12 "Inpatient services" defined

Authority: 1C 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 12. "Inpatient services" means only those services provided to a reeipienrt member while the reeipient
member is registered as an inpatient in an acute care or psychiatric hospital.

(Office of the Secretary of Family and Social Services; 405 IAC 5-2-12; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3302;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-1R-405130241RFA)

SECTION 94. 405 IAC 5-2-13 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-2-13 "ICD-10-CM" defined

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: |IC 12-13-7-3; IC 12-15

Sec. 13. 4eb9-cM- "ICD-10-CM" means International Classification of Diseases — 9tk 10th Revision—Clinical
Modification as set forth in 45 CFR 162.1002.

(Office of the Secretary of Family and Social Services; 405 IAC 5-2-13; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3302;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 95. 405 IAC 5-2-13.2 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-2-13.2 "IEP nursing services" defined

Authority: IC 12-15
Affected: IC 12-13-7-3

Sec. 13.2. "IEP nursing services" means medically necessary services provided by a registered nurse who is
employed by or under contract with a Medicaid participating school corporation for a Meédicaid-recipient member
pursuant to his or her IEP.

(Office of the Secretary of Family and Social Services; 405 IAC 5-2-13.2; filed Apr 22, 2013, 9:47 a.m.:
20130522-1R-405120550FRA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-1R-405130241RFA)

SECTION 96. 405 IAC 5-2-15 IS AMENDED TO READ AS FOLLOWS:
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405 IAC 5-2-15 "Level of care" defined

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 15. "Level of care”, in an inpatient hospital setting, means the reimbursement methodology used to pay
providers for the services rendered, including BRG; diagnosis related group, psychiatric, rehabilitation, and
burn.

(Office of the Secretary of Family and Social Services; 405 IAC 5-2-15; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3302;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 97. 405 IAC 5-2-15.5 IS ADDED TO READ AS FOLLOWS:

405 IAC 5-2-15.5 "Medicaid" defined

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-7-2-128; IC 12-13-7-3; IC 12-15

Sec. 15.5. "Medicaid" has the meaning set forth in 405 IAC 1-1-1(i).
(Office of the Secretary of Family and Social Services; 405 IAC 5-2-15.5)

SECTION 98. 405 IAC 5-2-16 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-2-16 "Medical policy" defined

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 16. "Medical policy" means those parameters for coverage of and reimbursement for services and
supplies furnished to reeipients members that are set out in this article, the provider manual, and provider
bulletins.

(Office of the Secretary of Family and Social Services; 405 IAC 5-2-16; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3302;
filed Sep 27, 1999, 8:55 a.m.: 23 IR 308; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep
19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 99. 405 IAC 5-2-17 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-2-17 "Medically necessary service" defined

Authority: IC 12-15-1-10; IC 12-15-1-15; |IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 17. "Medically reasenable-and necessary service" as used in this title means a covered service (as
defined in section 6 of this rule) that is required for the care or well-being of the patient and is provided in
accordance with generally accepted standards of medical or professional practice. For a service to be
reimbursable by the office, it must:

(1) be medically reasenable-and necessary, as determined by the office, which shall, in making that

determination, utilize generally accepted standards of medical or professional practice; and

(2) not be listed in this title as a noncovered service, or otherwise excluded from coverage.

(Office of the Secretary of Family and Social Services; 405 IAC 5-2-17; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3302;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Oct 3, 2001, 9:47 a.m.: 25 IR 378; readopted filed Sep
19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)
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Indiana Register
SECTION 100. 405 IAC 5-2-17.5 1S ADDED TO READ AS FOLLOWS:

405 IAC 5-2-17.5 "Member" defined

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-7-2-158; IC 12-13-7-3; IC 12-15

Sec. 17.5. "Member" has the meaning set forth in 405 IAC 1-1-1(j).
(Office of the Secretary of Family and Social Services; 405 IAC 5-2-17.5)

SECTION 101. 405 IAC 5-2-18 IS AMENDED TO READ AS FOLLOWS:

405 |IAC 5-2-18 "Office" defined

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: |C 12-7-2-134; IC 12-13-7-3; IC 12-15

Meéte&td—ptegt&m— has the meanmg set forth in 405 IAC 1-1- 1(m)

(Office of the Secretary of Family and Social Services; 405 IAC 5-2-18; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3302;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 102. 405 IAC 5-2-19 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-2-19 "Outpatient services" defined

Authority: IC 12-15-1-10; IC 12-15-1-15; |C 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 19. "Outpatient services" means those services provided to a reeipient member who is not registered as
an inpatient in an acute care or psychiatric hospital except as specifically referenced in a given section.

(Office of the Secretary of Family and Social Services; 405 IAC 5-2-19; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3302;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 103. 405 IAC 5-2-20 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-2-20 "Prior authorization" defined

Authority: IC 12-15-1-10; IC 12-15-1-15; |IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 20. "Prior authorization" v
appreval means the procedure for the offlce S prlor review and authorlzatlon modlflcatlon or denlal of payment
for covered medical services and-supplies within Medicaid allowable charges based upon medieat

reasenableness-and-necessity-and-ether criteria as described in 405 IAC 5-3 and throughout this title.
(Office of the Secretary of Family and Social Services; 405 IAC 5-2-20; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3302;

readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 104. 405 IAC 5-2-21 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-2-21 "Provider" defined
Authority: IC 12-15
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Affected: IC 12-13-7-3

Sec. 21. "Provider" i ,
regorements-o-405-AC-5-4- has the meanlng set forth in 405 IAC l 1- 1(p)

(Office of the Secretary of Family and Social Services; 405 IAC 5-2-21; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3302;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA, filed Apr 22, 2013, 9:47 a.m.: 20130522-|R-405120550FRA; readopted filed Oct
28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 105. 405 IAC 5-2-22 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-2-22 "Provider agreement” defined

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 22. "Provider agreement"” er“providercertification-agreement: means a contract or certification

agreement between a provider and the office setting out the terms and conditions of a provider's participation in
the-tndiana Medicaid, pregram which must be signed by such provider prior to the-payment-of any reimbursement
for providing covered services to Medicaidreeipients: members.

(Office of the Secretary of Family and Social Services; 405 IAC 5-2-22; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3303;

readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 106. 405 IAC 5-2-24 1S AMENDED TO READ AS FOLLOWS:

405 IAC 5-2-24 "Reimbursement" defined

Authority: IC 12-15-1-10; IC 12-15-1-15; |C 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 24. "Reimbursement" means such payment made to the provider by the office threughthe-centractor;
pursuant to federal and state law, as compensation for providing covered services to Medicaidrecipients:
members.

(Office of the Secretary of Family and Social Services; 405 IAC 5-2-24; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3303;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 107. 405 IAC 5-2-29 IS ADDED TO READ AS FOLLOWS:

405 IAC 5-2-29 "Usual and customary charge" defined

Authority: IC 12-15-1-10; IC 12-15-1-15; |C 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 29. "Usual and customary charge" has the meaning set forth in 405 IAC 1-1-1(s).
(Office of the Secretary of Family and Social Services; 405 IAC 5-2-29)

SECTION 108. 405 IAC 5-3-1 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-3-1 Prior authorization; generally

Authority: IC 12-15-1-10; IC 12-15-21-2; |IC 12-15-21-3
Affected: IC 12-15-30-1

Sec. 1. (a) Except as provided in section 2 of this rule, prior to providing any Medicaid service that requires
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prior authorization, the provider must submit a properly completed Medicaid prior review-and authorization
request and receive written notice indicating the approval for provision of such service.

(b) It is the responsibility of the provider to submit new requests for prior authorization for ongoing services in a
timely manner before the current authorization period expires in order to ensure that services are not interrupted.

(Office of the Secretary of Family and Social Services; 405 IAC 5-3-1; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3303;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 109. 405 IAC 5-3-2 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-3-2 Prior authorization by telephone

Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15-30-1

Sec. 2. (a) Prior authorization for selected services is available by telephone when the request is initiated by a
provider authorized to request prior authorization as listed in section 10 of this rule. A Medieaid prior review-and
authorization request form is not necessary for these selected services. Additional written substantiation and
documentation may be required by the office. Notification of approval or denial will be given at the time the
telephone call is made for the following services:

(1) Inpatient hospital admission and concurrent review, when required under this rule.

(2) Continuation of emergency treatment for those conditions listed in section 13 of this rule on an inpatient

basis originally without prior authorization subject to retrospective medical necessity review.

(b) Prior authorization may be obtained by telephone provided a properly completed prior authorization
request form is subsequently submitted for the following services:

(1) Medically reasenableand necessary services or supplies to facilitate discharge from or prevent admission

to a general hospital.

(2) Equipment repairs necessary for life support or safe mobility of the patient.

(3) Services when a delay of beginning the services could reasonably be expected to result in a serious

deterioration of the patient's medical condition.

(Office of the Secretary of Family and Social Services; 405 IAC 5-3-2; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3303;
filed Sep 27, 1999, 8:55 a.m.: 23 IR 308; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep
19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 110. 405 IAC 5-3-5 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-3-5 Written requests for prior authorization; contents

Authority: IC 12-15-1-10; IC 12-15-21-2; |IC 12-15-21-3
Affected: IC 12-15-30-1

Sec. 5. (a) Written evidence of physician involvement and personal patient evaluation will be required to
document the acute medical needs. A current plan of treatment and progress notes, as to the necessity,
effectiveness, and goals of therapy services, must be submitted with the Medicaid prior review-anrd authorization
request and available for audit purposes.

(b) For services requiring a written request for authorization, a properly completed Medicaid prior review-and
authorization request must be submitted and approved by the contractor prior to the service being rendered.

(c) The following information must be submitted with the written prior authorization request form:

(1) The name, address, age, and Medicaid number of the patient.

(2) The name, address, telephone number, provider number, and signature of the provider. The agency will
accept any of the following:
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(A) A prior authorization request form bearing the original signature of the provider.
(B) A scanned or faxed copy of an originally signed prior authorization request form described in clause (A).
(C) An original prior authorization request form bearing the provider's signature stamp.
(D) A scanned or faxed copy of a prior authorization request form described in clause (C).
(E) The electronic signature of the provider submitted through the prior authorization electronic management
system according to agency policy.
(3) Diagnosis and related information. 4€B-9-CEM-cede)-
(4) Services or supplies requested with appropriate CPT, HCPCS, or ABA American Dental Association
code.
(5) Name of suggested provider of services or supplies.
(6) Date of onset of medical problems.
(7) Plan of treatment.
(8) Treatment goals.
(9) Rehabilitation potential (where indicated).
(10) Prognosis (where indicated).
(11) Description of previous services or supplies provided, length of such services, or when supply or modality
was last provided.
(12) statement whether durable medical equipment will be purchased, rented, or repaired and the duration of
need.
(13) Statement of any other pertinent clinical information that the provider deems necessary to justify medical
necessity.
(14) Additional information may be required as needed for clarification, including, but not limited to, the
following:
(A) X-rays.
(B) Photographs.
(C) Other services being received.
(15) Diagnosis code.

(Office of the Secretary of Family and Social Services; 405 IAC 5-3-5; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3304;
filed Sep 27, 1999, 8:55 a.m.: 23 IR 308; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep
19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-IR-405130241RFA; filed Oct 26, 2015, 9:10 a.m.: 20151125-IR-405150070FRA)

SECTION 111. 405 IAC 5-3-6 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-3-6 Telephone requests for prior authorization; contents

Authority: IC 12-15-1-10; IC 12-15-21-2; |IC 12-15-21-3
Affected: IC 12-15-30-1

Sec. 6. A telephone review shall include the following:
(2) Initiation of phone request by a provider authorized to request prior authorization as listed in section 10 of
this rule.
(2) The name, address, age, and Medicaid number of the reeipient: member.
(3) The name, address, telephone number, and provider number of the provider.
(4) Diagnosis and related information. 4€B-9-EM-cede)-
(5) Services or supplies requested (CPT or HCPCS code).
(6) Name of suggested provider of services or supplies.
(7) Reeipient Member specific clinical information required to establish medical necessity, including the
following:
(A) Prior history, including results of diagnostic studies.
(B) Prior treatment.
(C) Rationale for treatment plan.
(D) Comorbid conditions.
(E) Treatment plan.
(F) Progress.
(G) Date of onset of medical conditions.
(8) Additional information may be required as needed for clarification, including, but not limited to, the
following:
(A) X-rays.
(B) Photographs.
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(C) Other services being received.

(9) For emergency admissions, the following information is required, where applicable:
(A) Type of accident.
(B) Accident date.

(10) Diagnosis code.

(Office of the Secretary of Family and Social Services; 405 IAC 5-3-6; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3304;
filed Sep 27, 1999, 8:55 a.m.: 23 IR 309; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep
19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA, readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 112. 405 IAC 5-3-7 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-3-7 Determination of member eligibility

Authority: 1IC 12-15-1-10; IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15-30-1

Sec. 7. The provider assumes responsibility for verifying the reeipienrts member's eligibility on the service
date.

(Office of the Secretary of Family and Social Services; 405 IAC 5-3-7; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3304;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 113. 405 IAC 5-3-8 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-3-8 Limitations

Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15-30-1

Sec. 8. (a) Any Medicaid service requiring prior authorization, which is provided without first receiving prior
authorization, shall not be reimbursed by Medicaid. Prior authorization will be monitored by concurrent or
postpayment review.

(b) Any authorization of a service by the eentracter office is limited to authorization for payment of Medicaid
allowable charges and is not an authorization of the provider's estimated fees.

(c) Notwithstanding any prior authorization by the office, the provision of all services and supplies shall comply
with the provider agreement, the appropriate provider manual applicable at the time such services or supplies
were provided, all other Medicaid policy documents issued to providers, and any applicable state or federal
statute or regulation.

(Office of the Secretary of Family and Social Services; 405 IAC 5-3-8; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3304;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 114. 405 IAC 5-3-9 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-3-9 Prior authorization after services have begun

Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15-30-1

Sec. 9. Prior authorization will be given after services have begun or supplies have been delivered only under
the following circumstances:

(1) Pending or retroactive recipient member eligibility. The prior authorization request must be submitted

within twelve (12) months of the date of the issuance of the reeipient's member's Medicaid card.

(2) Mechanical or administrative delays or errors by the eentracter-er-county office. ef-family-and-children-
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(3) Services rendered outside Indiana by a provider who has not yet received a provider manual.
(4) Transportation services authorized under 405 IAC 5-30. The prior authorization request must be submitted
within twelve (12) months of the date of service.
(5) The provider was unaware that the reeipiert member was eligible for services at the time services were
rendered. Prior authorization will be granted in this situation only if the following conditions are met:
(A) The provider's records document that the reeipiert member refused or was physically unable to provide
the reeipient member identification (RID or Medicaid) number.
(B) The provider can substantiate that the provider continually pursued reimbursement from the patient until
Medicaid eligibility was discovered.
(C) The provider submitted the request for prior authorization within sixty (60) days of the date Medicaid
eligibility was discovered.

(Office of the Secretary of Family and Social Services; 405 IAC 5-3-9; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3305;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 115. 405 IAC 5-3-11 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-3-11 Criteria for prior authorization

Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15-30-1

Sec. 11. The office's decision to authorize, modify, or deny a given request for prior authorization shall include
consideration of the following:

(1) Individual case-by-case review of the completed Medicaid prior review-and authorization request form.

(2) The medical and social information provided on the request form or documentation accompanying the

request form.

(3) Review of criteria set out in this section for the service requested.

(4) The medical necessity of the requested service as defined in this article.

(Office of the Secretary of Family and Social Services; 405 IAC 5-3-11; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3305;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Oct 3, 2001, 9:47 a.m.: 25 IR 378; readopted filed Sep
19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 116. 405 IAC 5-3-12 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-3-12 Prior authorization; exceptions

Authority: IC 12-15
Affected: IC 12-15-30-1

Sec. 12. Notwithstanding any other provision of this rule, prior review-and authorization by the office is not
required under the following circumstances:

(1) When a service is provided to a Medicaidreeipient member as an emergency service, "emergency
service" means a service provided after the sudden onset of a medical condition manifesting itself by acute
symptoms of sufficient severity that the absence of immediate medical attention could reasonably be expected
to result in:

(A) placing the patient's health in serious jeopardy;

(B) serious impairment to bodily functions; or

(C) serious dysfunction of any bodily organ or part.
(2) When a reeipient's member's physician determines that an inpatient hospital setting is no longer
necessary, but that Medicaid covered services should continue after the reeipiert member is discharged from
inpatient hospital care, such services may continue for a period not to exceed one hundred twenty (120) hours
within thirty (30) calendar days of discharge without prior review-anrd authorization, if the physician has
specifically ordered such services in writing upon discharge from the hospital. Services provided under this
section are subject to all appropriate limitations set out in this rule. This exemption does not apply to durable
medical equipment, neuropsychological and psychological testing, or out-of-state medical services. Prior
review-and authorization by the office must be obtained for reimbursement beyond the one hundred twenty
(220) hours within thirty (30) calendar days of discharge period. Physical, speech, respiratory, and
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occupational therapies may continue for a period not to exceed thirty (30) hours, sessions, or visits in thirty
(30) calendar days without prior appreval authorization if the physician has specifically ordered such services
in writing upon discharge or transfer from the hospital. Prior review-and authorization by the office must be
obtained for reimbursement beyond the thirty (30) hours, sessions, or visits in the thirty (30) calendar day
period for physical, speech, respiratory, and occupational therapies.

(3) The IEP serves as the prior authorization for IEP nursing services and IEP transportation services when
provided by a Medicaid participating school corporation in accordance with 405 IAC 5-22-2 and 405 IAC 5-30-
11. No additional prior authorization is required.

(Office of the Secretary of Family and Social Services; 405 IAC 5-3-12; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3305;
filed Sep 27, 1999, 8:55 a.m.: 23 IR 309; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Aug 28, 2001,
9:56 a.m.: 25 IR 60; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA,; filed Apr 22, 2013,
9:47 a.m.: 20130522-IR-405120550FRA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 117. 405 IAC 5-3-13 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-3-13 Services requiring prior authorization

Authority: IC 12-15
Affected: IC 12-13-7-3

Sec. 13. (a) Medicaid reimbursement is available for the following services with prior authorization:

(1) Reduction mammoplasties.

(2) Rhinoplasty or bridge repair of the nose when related to a significant obstructive breathing problem.
(3) Intersex surgery.

(4) Blepharoplasties for a significant obstructive vision problem.

(5) Sliding mandibular osteotomies for prognathism or micrognathism.

(6) Reconstructive or plastic surgery.

(7) Bone marrow or stem cell transplants.

(8) All organ transplants covered by the Medicaid. pregrar

(9) Home health services.

(10) Maxillofacial surgeries related to diseases and conditions of the jaws and contiguous structures.
(11) Temporomandibular joint surgery.

(12) Submucous resection of nasal septum and septoplasty when associated with significant obstruction.
(13) Weight reduction surgery, including gastroplasty and related gastrointestinal surgery.

(14) Any procedure ordinarily rendered on an outpatient basis, when rendered on an inpatient basis.
(15) All dental admissions.

(16) Brand medically necessary drugs.

(17) Psychiatric inpatient admissions, including admissions for substance abuse.

(18) Rehabilitation inpatient admissions.

(19) Orthodontic procedures for members under twenty-one (21) years of age for cases of craniofacial
deformity or cleft palate.

(20) Genetic testing for detection of cancer of the breast or breasts or ovaries.

(21) Medicaid rehabilitation option services, except for crisis intervention.

(22) Partial hospitalization, as provided under 405 IAC 5-20-8.

(23) Neuropsychological and psychological testing.

(24) As otherwise specified in this article.

(b) If any of the surgeries listed in this section are performed during a hospital stay for another condition, prior
authorization is required for the surgical procedure.

(c) Requests for prior authorization for the surgical procedures in this section will be reviewed for medical
necessity on a case-by-case basis in accordance with this rule.

(Office of the Secretary of Family and Social Services; 405 IAC 5-3-13; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3306;
filed Sep 1, 2000, 2:16 p.m.: 24 IR 14; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Jan 7, 2002,
10:11 a.m.: 25 IR 1613; filed Feb 26, 2004, 3:45 p.m.: 27 IR 2244; filed Feb 14, 2005, 10:25 a.m.: 28 IR 2132;
filed Feb 3, 2006, 2:00 p.m.: 29 IR 1903; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA;
filed Aug 18, 2009, 11:32 a.m.: 20090916-1R-405080192FRA, filed May 27, 2010, 9:15 a.m.:
20100623-1R-405100045FRA, filed Jul 19, 2010, 11:24 a.m.: 20100818-IR-405090087FRA,; readopted filed Oct
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28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 118. 405 IAC 5-3-14 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-3-14 Prior authorization decision; time limit

Authority: IC 12-15
Affected: IC 12-15-30-1

Sec. 14. Decisions by the office regarding prior review-ard authorization will be made as expeditiously as
possible considering the circumstances of each request. If no decision is made by the office within seven (7)
calendar days of receipt of all documentation specified in sections 5 and 9(1) of this rule, authorization is deemed
to be granted within the coverage and limitations specified in this article.

(Office of the Secretary of Family and Social Services; 405 IAC 5-3-14; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3306;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA,; filed Jun 16, 2011, 8:50 a.m.: 20110713-IR-405100195FRA,; readopted filed Oct
28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 119. 405 IAC 5-5-2 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-5-2 Prior authorization requirements for out-of-state services

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-13-7-3; IC 12-15

Sec. 2. (a) The services listed in section 1 of this rule require prior authorization except as follows:
(1) Emergency services provided out-of-state are exempt from prior authorization; however, continuation of
inpatient treatment and hospitalization is subject to the prior authorization requirements of Indiana.
(2) Reeipients Members of the adoption assistance program placed outside of Indiana will receive approval for
all routine medical and dental care provided out-of-state.
(3) Recipients may obtain services listed in section 1 of this rule in the following designated out-of-state cities
subject to the prior authorization requirements for in-state services set out in this article:
(A) Louisville, Kentucky.
(B) Cincinnati, Ohio.
(C) Harrison, Ohio.
(D) Hamilton, Ohio.
(E) Oxford, Ohio.
(F) Sturgis, Michigan.
(G) Watseka, lllinois.
(H) Danwville, lllinois.
(I) Owensboro, Kentucky.
(4) Recipients may obtain services in Chicago, Illinois, subject to all of the following conditions:
(A) The recipient's physician determines the service is medically necessary.
(B) Transportation to an appropriate Indiana facility would cause undue hardship to the patient or the
patient's family.
(C) The service is not available in the immediate area.
(D) The recipient's physician complies with all of the criteria set forth in this article, in accordance with the
state plan and 42 CFR 456.3.

(b) Prior authorization will not be approved for the following services outside of Indiana and are not covered
outside of Indiana for designated cities listed in subsection (a)(3) through (a)(4):

(1) Nursing facilities, +&Fs#MR; ICFs/IID, or home health agency services.

(2) Any other type of long term care facility, including facilities directly associated with or part of an acute

general hospital.

(c) Prior authorization may be granted for any time period from one (1) day to one (1) year for out-of-state
medical services listed in section 1 of this rule if the service meets criteria for medical necessity and any one (1)
of the following criteria is also met:
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(1) The service is not available in Indiana. However, care provided by out-of-state Veterans Administration and
Shrine hospitals is an exception to this requirement.

(2) The reeipient member has received services from the provider previously.

(3) Transportation to an appropriate Indiana facility would cause undue expense or hardship to the reeipient
member or the Medicaid. pregrar

(4) The out-of-state provider is a regional treatment center or distributor.

(5) The out-of-state provider is significantly less expensive than the Indiana providers, for example, large
laboratories versus an individual pathologist.

(Office of the Secretary of Family and Social Services; 405 IAC 5-5-2; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3308;
filed Sep 27, 1999, 8:55 a.m.: 23 IR 309; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep
19, 2007, 12:16 p.m.: 20071010-1R-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 120. 405 IAC 5-5-3 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-5-3 Out-of-state suppliers of medical equipment

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2; |C 12-15-21-3
Affected: IC 12-13-7-3; IC 12-15

Sec. 3. In order to be treated as an in-state provider for purposes of the prior authorization ute; any
out-of-state supplier of medical equipment must comply with the following:

(1) Maintain an Indiana business office, staffed during regular business hours, with telephone service.

(2) Provide service, maintenance, and replacements for Indiana Medicaid+recipients members whose

equipment has malfunctioned.

(3) Qualify with the Indiana secretary of state as a foreign corporation.

(Office of the Secretary of Family and Social Services; 405 IAC 5-5-3; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3309;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.;
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 121. 405 IAC 5-6-1 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-6-1 Restricted utilization; generally

Authority: 1C 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 1. Certain Medicaidreeipients members will have restricted utilization information linked to their Medicaid
cards when it has been determined that services must be controlled. Providers or services that the reeipient
member may or may not use can be identified through the automated voice response or eligibility verification
system.

(Office of the Secretary of Family and Social Services; 405 IAC 5-6-1; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3309;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 122. 405 IAC 5-6-2 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-6-2 Exceptions; emergency situations and referrals

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: |IC 12-13-7-3; IC 12-15

Sec. 2. (a) A provider other than the one to whom the reetpient member is restricted may provide treatment to
the reeiptent member without a referral from the authorized provider if the diagnosis is an emergency diagnosis.

(b) A provider other than the one to whom the reeipiert member is restricted may provide services to the
recipient member if the authorized provider has referred the reeipiert: member.
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(Office of the Secretary of Family and Social Services; 405 IAC 5-6-2; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3309;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-1R-405130241RFA)

SECTION 123. 405 IAC 5-7-1 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-7-1 Appeals of prior authorization determinations

Authority: IC 12-15-1-10; IC 12-15-1-15; |C 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 1. (a) Medicaidrecipients Members may appeal the denial or modification of prior authorization of any
Medicaid covered service under 405 IAC 1.1.

(b) Any provider submitting a request for prior authorization under 405 IAC 5-3, which has been denied either
in whole or in part, may appeal the decision under 405 IAC 1.1 after exhausting the administrative remedies
provided in this rule.

(c) When there is insufficient information submitted to render a decision, a prior authorization request will be
suspended for up to thirty (30) days, and the office erits-centraetor will request additional information from the
provider. Suspension is not a final decision on the merits of the request and is not appealable. If the provider does
not submit the additional information requested within thirty (30) days, the request shall be denied. Denial is a
final decision and may be appealed pursuant to subsections (a) and (b).

(Office of the Secretary of Family and Social Services; 405 IAC 5-7-1; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3309;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Oct 3, 2001, 9:47 a.m.: 25 IR 378; readopted filed Sep
19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 124. 405 IAC 5-7-2 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-7-2 Provider requests for administrative review

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: |IC 12-13-7-3; IC 12-15

Sec. 2. (a) A Medieaid provider entitled to submit prior authorization requests who wishes review of denial or
modification of a prior authorization decision must request an administrative review before filing an appeal under
405 IAC 1.1.

(b) An administrative review request must be initiated within seven (7) working days of the receipt of
modification or denial by the provider who submitted the prior authorization request. The request must be
forwarded in writing to the eentraeter; office; telephonic requests will not be accepted.

(Office of the Secretary of Family and Social Services; 405 IAC 5-7-2; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3309;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 125. 405 IAC 5-7-3 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-7-3 Conduct of administrative review

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 3. (a) The Medicaid contractor will perform the review.

(b) The review will assess medical information pertinent to the case in question.
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(c) The review decision of the Medicaid contractor will be rendered within seven (7) working days of request.
The time limit for issuance of a decision does not commence until the provider submits a complete request,
including all necessary documentation required by the contractor to render a decision.

(d) The requesting provider and reeipient member will receive written notification of the decision containing
the following:
(1) The determination reached by the Medicaid contractor, and the rationale for the decision.

(2) Provider and reeipient member appeal rights through the office. ef-Medicaid-poliey-and-planning:
(Office of the Secretary of Family and Social Services; 405 IAC 5-7-3; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3309;

readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 126. 405 IAC 5-8-2 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-8-2 "Consultation" defined

Authority: IC 12-15-1-10; IC 12-15-1-15; |C 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 2. As used in this rule, "consultation" means the rendering of a medical opinion by a physician for a
specific reeipient; member, regarding evaluation or management of a condition, requested by another physician.
It requires the consultant physician to examine the patient, unless the applicable standard of care does not
require a physical examination. A confirmatory consultation means a second or third opinion. Reimbursement is
available for consultative pathology and radiology services under rules-18-and-27-efthis-artiele 405 IAC 5-18 and
405 1AC 5-27, where the consultant physician does not examine the patient.

(Office of the Secretary of Family and Social Services; 405 IAC 5-8-2; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3310;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 127. 405 IAC 5-8-3 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-8-3 Restrictions

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 3. (a) A consultation cannot be used for the evaluation of a nonphysician referred or self-referred
feeipient: member.

(b) An office or other outpatient consultation must address a specific condition not previously diagnosed or
managed by the consulting physician. If an additional request for an opinion or advice regarding the same or a
new problem is received from the attending physician and documented in the medical record, the office
consultation codes may be used by the consulting physician again.

(c) Reimbursement for an initial consultation is limited to one (1) per consultant, per reeipiert; member, per
inpatient hospital or nursing facility admission.

(d) Follow-up inpatient consultations may be billed if visits are needed to complete the initial consultation, or if
subsequent consultative visits are requested by the attending physician. These consultative visits include
monitoring progress, recommending management modifications, or advising on a new plan of care in response to
changes in the patient's status.

(e) If a reeipient member is referred for management of a condition or the consulting physician assumes
patient management, consultation codes cannot be billed to Medicaid.

(Office of the Secretary of Family and Social Services; 405 IAC 5-8-3; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3310;
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readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Oct 3, 2001, 9:47 a.m.: 25 IR 379; readopted filed Sep

19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 128. 405 IAC 5-8-4 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-8-4 Confirmatory consultations

Authority: IC 12-15-1-10; IC 12-15-1-15; |C 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 4. (a) A confirmatory consultation is the rendering of a second or third medical opinion, completed by a
physician for a specific reeipient; member, regarding evaluation or management of a condition.

(b) A confirmatory consultation may be billed to the Medicaid pregrarm only when it is specifically requested by
another physician or the Medicaid-contracter: office.

(c) A confirmatory consultation to substantiate medical necessity may be required as part of the prior
authorization process.

(Office of the Secretary of Family and Social Services; 405 IAC 5-8-4; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3310;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 129. 405 IAC 5-9-1 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-9-1 Limitations

Authority: IC 12-15
Affected: IC 12-13-7-3

Sec. 1. Medicaid reimbursement is available for office visits limited to a maximum of thirty (30) per calendar
year, per eeipienrt; member, per provider without prior authorization and subject to the restrictions in section 2 of
this rule.

(Office of the Secretary of Family and Social Services; 405 IAC 5-9-1; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3310;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Feb 14, 2005, 10:25 a.m.: 28 IR 2132; readopted filed
Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA, filed Nov 5, 2010, 2:10 p.m.:
20101201-1R-405090928FRA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 130. 405 IAC 5-9-2 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-9-2 Restrictions

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2; IC 12-15-21-3
Affected: |IC 12-13-7-3; IC 12-15

Sec. 2. (a) Office visits should be appropriate to the diagnosis and treatment given and properly coded.

(b) New patient office visits are limited to one (1) per reeipient; member, per provider within the last three (3)
years. For purposes of this subsection, "new patient" means one who has not received any professional services
from the provider or another provider of the same specialty who belongs to the same group practice within the last
three (3) years.

(c) If a physician uses an emergency room as a substitute for his or her office for nonemergency services,
these visits should be billed as an office visit and will be reimbursed as such.

(d) If a surgical procedure is performed during the course of an office visit, it should be considered that the
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surgical fee includes the medical visit unless the reeipienrt member has never been seen by the provider prior to
the surgical procedure, or the determination to perform surgery is made during the evaluation of the patient. If an
evaluation of a separate clinical condition is performed on the same day as the surgery, both the evaluation and
the surgery may be separately billed.

(Office of the Secretary of Family and Social Services; 405 IAC 5-9-2; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3310;

readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-1R-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 131. 405 IAC 5-10-1 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-10-1 Providers eligible for reimbursement

Authority: IC 12-15-1-10; IC 12-15-21-2; |IC 12-15-21-3
Affected: IC 12-15-2; IC 12-15-5; IC 12-15-30; IC 25-22.5-1-2

Sec. 1. Anesthesia is a Medicaid covered service only when rendered by the following Medieaid providers:
(1) An Indiana Medicaid enrolled physician other than the operating surgeon or surgeon's assistant.
(2) An Indiana Medicaid enrolled practitioner who has a license that allows him or her to administer anesthesia
under Indiana law.
(3) An Indiana Medicaid enrolled certified registered nurse anesthetist who practices within the scope of
practice of his or her profession in accordance with |IC 25-22.5-1-2(a)(12) and who holds a certificate from
either the Council on Certification of Nurse Anesthetists or the Council on Recertification of Nurse
Anesthetists.
(4) An Indiana Medicaid enrolled anesthesiologist assistant who is in compliance with all applicable
requirements of state law, including any licensure requirements the state imposes on nonphysician
anesthetists and who is a graduate of an educational program that meets all of the following criteria:

(A) Accredited by the Committee on Allied Health Education and Accreditation.

(B) Based at a medical school.

(C) Is of at least two (2) years in duration and included clinical and theory based anesthesia education.

(Office of the Secretary of Family and Social Services; 405 IAC 5-10-1; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3311;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 132. 405 IAC 5-10-3 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-10-3 Reimbursement parameters

Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15-2; IC 12-15-5; IC 12-15-30; IC 25-22.5-1-2

Sec. 3. (a) Services rendered by an anesthetist shall be reimbursed as follows:

(1) Directly to the CRNA, provided that the CRNA has a provider number based on current state registered
nurse licensure and is certified or recertified by the Council on Certification of Nurse Anesthetists at the time
services were rendered.

(2) Directly to the AA, provided that the AA has a provider number based upon a current state license.

(3) To an anesthesiologist or a professional corporation employing the anesthetist or anesthesiologist at the
time services were rendered.

(4) To a hospital or other health care facility employing the anesthetist or anesthesiologist at the time services
were rendered.

(b) When an anesthetic is administered for multiple surgical procedures performed during the same operative
session, reimbursement will be predicated on the allowed Medicaid payment for the surgical procedure having the
highest anesthesia relative value unit.

(c) Anesthesia services must be billed using the coding system required by the office. Anesthesia services
performed during separate operative sessions must be billed separately. Each service must be coded on a
separate line in order to allow base value. This does not apply to extra services performed during the same
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anesthesia services.
(d) Anesthesia services associated with canceled surgery will not be reimbursed.

(e) Local anesthesia (therapeutic or regional blocks) will be reimbursed as a surgical procedure. Time units or
modifying factors associated with local anesthesia are not reimbursable. Reimbursement for local anesthesia
(therapeutic or regional blocks) administered by the surgeon in conjunction with a surgical procedure is included
in the fee for the surgical procedure.

(f) The following services will be reimbursed as surgical procedures:
(1) Cardiopulmonary resuscitation.

(2) Elective external cardioversion.

(3) Administration of blood or blood components.

(g) If reimbursement for a surgical procedure has been disallowed due to lack of prior appreval authorization,
reimbursement for the anesthesia service will also be disallowed.

(h) Reimbursement is not available for equipment or supplies provided by either an anesthetist or
anesthesiologist. Costs associated with equipment or supplies are the responsibility of the facility in which the
anesthesia services are provided.

(i) Reimbursement is available for medical direction of a procedure involving an anesthetist only when the
direction is by an anesthesiologist, and only when the anesthesiologist medically directs two (2), three (3), or four
(4) concurrent procedures involving qualified anesthetists. Reimbursement is not available for medical direction in
cases in which an anesthesiologist is concurrently administering anesthesia and providing medical direction.

(i) For single anesthesia sessions involving both an anesthesiologist and an anesthetist, the procedures
performed during the session are considered personally performed by the anesthesiologist unless the Medicaid
eontracter office has received documentation that the involvement of both the anesthesiologist and the
anesthetist in the procedure was medically necessary. In cases in which the esntracter office receives the
medical necessity documentation, reimbursement may be made for the services of each practitioner.

(Office of the Secretary of Family and Social Services; 405 IAC 5-10-3; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3311;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 133. 405 IAC 5-12-1 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-12-1 Reimbursement

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-13-7-3; IC 12-15; IC 25-10-1-1

Sec. 1. (a) Medicaid reimbursement is available for covered services provided by a licensed chiropractor,
enrolled as arthdianra-Medieaid a provider, when rendered within the scope of the practice of chiropractic as
defined in |C 25-10-1-1 and 846 IAC 1-1, subject to the restrictions and limitations as described in the rule.

(b) Reimbursement is not available for any chiropractic services provided outside the scope of IC 25-10-1-1
and 846 IAC 1-1, or for any chiropractic service for which federal financial participation is not available.

(Office of the Secretary of Family and Social Services; 405 IAC 5-12-1; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3314;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA)

SECTION 134. 405 IAC 5-12-2 IS AMENDED TO READ AS FOLLOWS:
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405 IAC 5-12-2 Office visits

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2; |C 12-15-21-3
Affected: IC 12-13-7-3; IC 12-15; IC 25-10-1-1

Sec. 2. Medicaid reimbursement is available for chiropractic office visits and spinal manipulation treatments or
physical medicine treatments, subject to the following restrictions:

(1) Reimbursement is limited to a total of fifty (50) office visits or treatments per reeipient member per year,
which includes a maximum reimbursement of no more than five (5) office visits per reeipiert member per year.
(2) Reimbursement is not available for the following types of extended or comprehensive office visits:

(A) New patient detailed.

(B) New patient comprehensive.

(C) Established patient detailed.

(D) Established patient comprehensive.
(3) New patient office visits are reimbursable only once per provider per lifetime of the reeipiert- member. As
used in this section, "new patient” means one who has not received any professional services from the
provider or another provider of the same specialty who belongs to the same group practice within the past
three (3) years.

(Office of the Secretary of Family and Social Services; 405 IAC 5-12-2; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3314;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed May 1, 2003, 10:45 a.m.: 26 IR 2861; readopted filed
Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA, readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 135. 405 IAC 5-12-3 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-12-3 Chiropractic x-ray services

Authority: 1IC 12-15-1-10; |C 12-15-1-15; IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-13-7-3; IC 12-15; IC 25-10-1-1

Sec. 3. Medicaid reimbursement is available for chiropractic x-ray services, subject to the following
restrictions:

(1) Reimbursement is limited to one (1) series of full spine x-rays per reeipienrt member per year. Component

x-rays of the series are individually reimbursable; however, if components are billed separately, total

reimbursement is limited to the allowable amount for the series. Prior authorization is not required.

(2) Reimbursement for localized spine series x-rays, and for x-rays of the joints or extremities, is allowable

only when the x-rays are necessitated by a condition-related diagnosis. Prior authorization is not required.

(3) Diagnostic radiological exams of the head and vascular system, as defined by the applicable procedure

code, are not reimbursable.

(4) Diagnostic ultrasound exams, as defined by the applicable procedure code, are not reimbursable.

(5) X-rays that may be necessitated by the failure of another practitioner to forward, upon request, x-rays or

related documentation to a chiropractic provider, are not reimbursable. Chiropractors are entitled to receive

x-rays from other providers at no charge to the reeipient member upon a reeipients member's written request

to the other providers and upon reasonable notice.

(Office of the Secretary of Family and Social Services; 405 IAC 5-12-3; filed Jul 25, 1997, 4:00 p.m.: 20 IR 3314;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed May 1, 2003, 10:45 a.m.: 26 IR 2861, readopted filed
Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA,; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-1R-405130241RFA)

SECTION 136. 405 IAC 5-13-1 IS AMENDED TO READ AS FOLLOWS:

405 IAC 5-13-1 Policy; definitions

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2; IC 12-15-21-3
Affected: |C 12-13-7-3; IC 12-15-32

Sec. 1. (a) Medicaid reimbursement is available for services provided by a certified intermediate care facility

for the-mentallyretarded-HESHMR) individuals with intellectual disabilities (ICF/IID) when such services have
been rendered to a Medicaid+reeipient member whose reimbursement has been approved by the office. Such
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