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Rule Type: 
_K_ Emergency Rule 

Revision Type (check all that apply): 
X Amendment 

New 
__ Repeal 

Statement of Necessity: 
I The Annual Coverage Assessment Act of 2015, Public Chapter 276, codified as T.C.A. §§ 71-5-2801, et seq., 
I was signed into law on April 28, 2015, with an effective date of July 1, 2015. This law requires the Bureau of 
[ TennCare to promulgate emergency rules to the extent necessary to ensure full implementation of hospital 
[ payment rate variation corridors as set out in subdivision (b)(3) of the Public Chapter, established by the State's 
I actuary and approved by the Bureau for payments by managed care organizations to hospitals for services 
I provided to TennCare enrollees. These rules define the specific activities required of the TennCare MCOs and 
I the hospitals participating in TennCare to fully implement the rate variation corridors no later than September 30, 
/ 2015, as required by law. 

I T.C.A. § 4-5-208(a)(5) permits an agency to adopt an emergency rule when it is required by an enactment of the 
i general assembly to implement rules within a prescribed period of time that precludes utilization of rulemaking 
I procedures for the promulgation of permanent rules. 
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Rule(s) Revised (ALL chapters and rules contained in filing must be listed here. If needed, copy and paste 
additional tables to accommodate multiple chapters. Please enter only ONE Rule Number/RuleTitle per row) 

-----

Chapter Number Eter Title 
1200-13-5 Hos12italization Program 
Rule Number Rule Title 
1200-13-5-.01 Definitions 
1200-13-5-.02 Determination of Reimbursable Cost 
1200-13-5-.03 A02roval of the Department Required for ParticiJ>ants Cost Re12orL~uired 
1200-13-5-.04 Cost Report Required 
1200-13-5-. 05 Billing Procedure 
1200-13-5-.06 Ap12lication of Pros12ective Payment Method 
1200-13-5-.07 Provider Exempted from Prospective Payment System 
1200-13-5-. 08 Prospective Payment Methodolog_y 
1200-13-5-. 09 Minimum Occu12ancy Adjustment 
1200-13-5-.10 Resident and Intern Adjustment 
1200-13-5-.11 High Medicaid Volume Incentive 
1200-13-5-.12 Other Adjustment to the Pros12ective Rate 
1200-13-5-.13 New Providers 
1200-13-5-.14 Lower of Cost or CharQes Limit 
1200-13-5-.15 Rate Notification and Effective Date 
1200-13-5-.16 Method for Parl!:i_g Providers which are Exempt from Pros12ective System 
1200-13-5-.17 Audit 
1200-13-5-.18 Termination of Medicaid Hospitalization Program 

(Place substance of rules and other info here. Statutory authority must be given for each rule change. For 
information on formatting rules go to http://state.tn.us/sos/rules/1360/1360.htm) 

Rule Chapter 1200-13-5 Hospitalization Program is deleted in its entirety and replaced with a new Rule Chapter 
1200-13-05 which shall read as follows: 

1200-13-05-.01 
1200-13-05-.02 
1200-13-05-.03 
1200-13-05-.04 
1200-13-05-. 05 
1200-13-05-.06 
1200-13-05-.07 

1200-13-05-. 08 

Chapter 1200-13-05 
Hospital Annual Coverage Assessment 

Table of Contents 

Definitions 
Implementation of Contract Amendments for Existing Contracts between Hospitals and MCOs 
Implementation of New Contracts between Hospitals and MCOs Entered into After July 1, 2013 
Exclusion of Any Hospital from TennCare Networks 
Out-of-Network Reimbursement 
Agreements between Hospitals and MCOs for Limited Services 
Changes to Hospitals Rates Negotiated Between MCOs and Hospitals after September 30, 
2015 
Categorization of New Services Added after July 1, 2015 

1200-13-05-.01 Definitions. 

(1) Bureau of TennCare (Bureau). The administrative unit of TennCare which is responsible for the 
administration of TennCare as defined elsewhere in these rules. 

(2) Existing Contracts. The contracts that were in place between a Tennessee hospital and a TennCare 
MCO as of July 1, 2013. 

(3) Hospital. A general or specialty acute care facility licensed as a hospital by the Tennessee Department of 
Health pursuant to T.C.A. § 68-11-206, excluding hospitals that are categorized as Rehabilitation, 
Research, Long Term Acute or Psychiatric on the 2013 Joint Annual Report of Hospitals. 
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( 4) Inpatient Services. Routine, nonspecialized services that are provided at many or most hospitals in the 
state to patients admitted to the hospital as inpatients. 

(5) MCO (Managed Care Organization). An appropriately licensed Health Maintenance Organization (HMO) 
contracted with the Bureau of TennCare to manage the delivery, provide for access, contain the cost, and 
ensure the quality of specified covered medical and behavioral benefits to TennCare enrollee-members 
through a network of qualified providers. 

(6) Medicare. A hospital's fee-for-service reimbursement under Title XVIII including that hospital's 
adjustment for DSH, wage index, etc., and excluding only IME, pass through payments, and any 
Medicare payment adjustments for Sequestration, Value Based Purchasing, Readmissions and Hospital 
Acquired Conditions. 

(7) Medicare Severity Diagnosis Related Groups (MS-DRG). The Medicare statistical system of classifying 
any inpatient stay into groups for the purpose of payment. 

(8) New Contract. Any initial contract between an MCO and a hospital that did not exist on July 1, 2013. 
Contracts in place on July 1, 2013, that have been materially altered since July 1, 2013, are not new 
contracts. 

(9) Outpatient Services. Services that are provided by a hospital to patients in the outpatient department of 
the hospital and patients receiving outpatient observation services. 

(10) Rate Corridors. Upper and lower limits established by the state's actuary and approved by the Bureau, in 
consultation with the Tennessee Hospital Association (THA), for payments by MCOs to hospitals for 
services provided to TennCare enrollees. The Rate Corridors are based on a hospital's Medicare 
reimbursement that existed in FFY 2011 and used to determine the parameters of TennCare rates for 
contracts between Tennessee hospitals and TennCare MCOs after July 1, 2013. The determination of 
whether a hospital's TennCare rates are within the prescribed Rate Corridors shall be made on the basis 
of reimbursement from all TennCare MCOs with which the hospital has a contract. The Rate Corridors, 
which were calculated by the State's actuary as the budget neutral corridors, are as follows: 

(a) For inpatient services, the minimum level is 53.8% and the maximum level is 80% of the hospital's 
Medicare for 2011. 

(b) For outpatient services, the minimum level is 93.2% and the maximum level is 104% of the 
hospital's Medicare for 2011. 

(c) For cardiac surgery, the minimum level is 32% and the maximum level is 83% of the hospital's 
Medicare for 2011. 

(d) For specialized neonatal services the minimum is 4% and the maximum level is 17 4% of the 
hospital's Medicare for 2011. 

(e) For other specialized services the minimum level is 49% and the maximum level is 164% of the 
hospital's Medicare for 2011. 

(11) Specialized Services. Services that are typically provided in a small subset of hospitals, such as 
transplants, neonatal intensive care and level 1 trauma. 

(12) TennCare. The TennCare waiver demonstration program(s) and/or Tennessee's traditional Medicaid 
program. 

(13) TennCare Actuary. The actuarial firm selected by the Bureau to assist the Bureau in establishing the 
capitation rates for TennCare MCOs each year. 

(14) Total TennCare Rates. Payment rates for each hospital in the aggregate from all MCOs with which the 
hospital has network contracts. 

(15) Year 1 Corridors. The initial upper and lower limits established by the Bureau in consultation with THA 
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based on a hospital's Medicare reimbursement that existed in FFY 2011 and that were used to implement 
rate variation limitations in contracts between Tennessee hospitals and TennCare MCOs from July 1, 
2012 until July 1, 2013. The Year 1 Corridors are as follows: 

(a) For inpatient services, the minimum level was 40% and the maximum level was 90% of the 
hospital's Medicare for 2011. 

(b) For outpatient services, the minimum level was 90% and the maximum level was125% of the 
hospital's Medicare for 2011. 

(c) For cardiac surgery, the minimum level was 30% and the maximum level was 80% of the 
hospital's Medicare for 2011. 

(d) For specialized neonatal services the minimum was 4% and the maximum level was 180% of the 
hospital's Medicare for 2011. 

(e) For other specialized services the minimum level was 30% and the maximum level was 160% of 
the hospital's Medicare for 2011. 

1200-13-05-.02 Implementation of Contract Amendments for Existing Contracts between Hospitals and MCOs. 

These contracts set rates for a period of two years effective July 1, 2013, and provided for rate amendments to be 
negotiated and implemented on July 1, 2015. 

(1) For hospitals that had existing contracts with MCOs in place on July 1, 2013, and the MCO and hospital 
had negotiated contract amendments to bring rates for total TennCare into the Rate Corridors and the 
rates in the contracts have not been adjusted since July 1, 2013, the MCOs will reissue those 
amendments with a new effective date of July 1, 2015. 

(2) In the case of a hospital that had contracts with MCOs in place on July 1, 2013, which contracts included 
amendments implementing rates within the Rate Corridors, and where the rates in the contracts have 
been adjusted since July 1, 2013, the Bureau shall evaluate the rates in the current contracts to 
determine if the total TennCare rates for the hospital are within the Rate Corridors. If the rate 
adjustments cause the total TennCare reimbursement for the hospital to be outside of the Rate Corridors, 
the affected MCOs shall implement contract amendments approved by the Bureau in consultation with 
the TennCare Actuary to bring the hospital rates into the Rate Corridors effective July 1, 2015. 

(3) In the case of a hospital with contracts in existence on July 1, 2013, which contracts include rates outside 
of the Rate Corridors, the affected MCOs shall implement contract amendments to bring total TennCare 
rates into the Rate Corridors with an effective date of July 1, 2015. The Bureau shall verify that the new 
contract rates in conjunction with contracts between the hospital and all other MCOs bring the hospital's 
total TennCare rates within the Rate Corridors. 

1200-13-05-.03 Implementation of New Contracts between Hospitals and MCOs Entered into after July 1, 2013. 

These contracts have not yet been in effect for a period of time sufficient to negotiate rate amendments for a July 
1, 2015, implementation date. In the case of a hospital that entered into a contract with an MCO after July 1, 
2013, including a hospital that entered into a contract with an MCO with rates within Year 1 Corridors effective 
January 1, 2015, the affected MCOs shall implement contract amendments that bring the hospital rates within the 
Rate Corridors no later than September 30, 2015. 

1200-13-05-.04 Exclusion of Any Hospital from TennCare Networks. 

A hospital that does not accept a contract amendment required by this Rule shall be excluded effective October 1, 
2015, from participation in the TennCare MCO network to which the contract amendment applies. 

1200-13-05-.05 Out-of-Network Reimbursement. 

Out-of-Network payments to all hospitals shall be governed by TennCare Medicaid Rule 1200-13-13-.08(2)( a)-( c) 
and TennCare Standard Rule 1200-13-14-.08(2)(a)-(c). 
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1200-13-05-.06 Agreements between Hospitals and MCOs for Limited Services. 

Rates for a single case agreement negotiated between the MCOs and hospitals that are not in network with the 
MCO to ensure access to services for TennCare enrollees may not exceed the ceiling or be below the floor of the 
Rate Corridors appropriate for those services. 

1200-13-05.07 Changes to Hospital Rates Negotiated between MCOs and Hospitals after September 30, 2015. 

To ensure that each hospital's total TennCare reimbursement remains within the Rate Corridors, proposed rate 
changes after September 30, 2015, shall be evaluated by the Bureau to determine if the proposed rate change 
will move the hospital's total TennCare rates outside of the Rate Corridors. If the evaluation indicates the change 
will put the hospital outside of the Rate Corridors, the Bureau shall provide the adjustments necessary to ensure 
that the contract is compliant with the limits of the Rate Corridors. TennCare rates between a hospital and an 
MCO may not be modified after September 30, 2015, without approval from the Bureau. 

1200-13-05-.08 Categorization of New Services Added after July 1, 2015. 

MS-DRG classifications serve as the basis for identifying services as inpatient or specialized. MS-DRG 
classifications may change and new MS-DRG classifications may be added from time to time. New or modified 
MS-DRG classifications shall be evaluated for assignment to appropriate inpatient or specialized categories by 
the Bureau in consultation with THA and the TennCare Actuary. 

Statutory Authority: T. C. A.§§ 4-5-208, 71-5-105, 71-5-109 and 71-5-2801. 
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I certify that this is an accurate and complete copy of an emergency rule(s), lawfully promulgated and adopted. 

Date: f..e -30· /r; 
~------.------------------

Signature: -;,,!{,'b,---,)~h~-1'-<,.(=~9,~th>-"t'-5rl1~4t1~(_-+-)~V~O~-----
Name of Officer: _W_e_n_d~y_J_. _L_on~g~,_fiA_.D_.~, M_.P_._H _________ _ 

Title of Officer: 
Deputy Director/ Chief of Staff, Bureau of TennCare 
Tennessee Department of Finance and Administration 

(\ 3 '.J l ........ 

sworn to before me on: 't}~ 0 1 (,\ 0 I) 

Notary Public Signature: -~r;_-~=~-ct~ .... e-&S---¥,L: _________ _ 

My commission expires on: ~Q~,~tMv_'~··· _ _,._/-S_,_1~J,~o~J ""'--------

All emergency rules provided for herein have been examined by the Attorney General and Reporter of the State 
of Tennessee and are approved as to legality pursuant to the provisions of the Administrative Procedures Act, 
Tennessee Code Annotated, Title 4, Chapter 5. 
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I Date 
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Effective for: ~' ~'o~O~ __________ *d_a~y_s_ 
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* Emergency rule(s) may be effective for up to 180 days from the date of filing. 
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Tre Hargett 
Secretary of State 
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Impact on Local Governments 

Pursuant to T.C.A. §§ 4-5-220 and 4-5-228 "any rule proposed to be promulgated shall state in a simple 
declarative sentence, without additional comments on the merits of the policy of the rules or regulation, whether 
the rule or regulation may have a projected impact on local governments." (See Public Chapter Number 1070 
(http://state.tn.us/sos/acts/106/pub/pc1070.pdf) of the 2010 Session of the General Assembly) 

The Rule Chapter is not anticipated to have an impact on local governments. 
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Additional Information Required by Joint Government Operations Committee 

All agencies, upon filing a rule, must also submit the following pursuant to T.C.A. § 4-5-226(i)(1 ). 

(A) A brief summary of the rule and a description of all relevant changes in previous regulations effectuated by 
such rule; 

This Rule Chapter is being promulgated to provide TennCare with rules for the "Annual Coverage Assessment" 
im osed on covered hos itals. 

(B} A citation to and brief description of any federal law or regulation or any state law or regulation mandating 
promulgation of such rule or establishing guidelines relevant thereto; 

The Rule Chapter is lawfully adopted by the Bureau of TennCare as an emergency rule under T.C.A. § 4-5-208, 
under TennCare rulemaking authority at T.C.A. §§71-5-105 and 109 and as required by Public Chapter 276 of 
2015, codified as T.C.A. §§ 71-5-2801, et seq. 

(C} Identification of persons, organizations, corporations or governmental entities most directly affected by this 
rule, and whether those persons, organizations, corporations or governmental entities urge adoption or 
rejection of this rule; 

The entities most directly affected by this Rule Chapter are the providers. The governmental entity most directly 
affected b this Rule Cha ter is the Bureau of TennCare, Tennessee De artment of Finance and Administration. 

(D} Identification of any opinions of the attorney general and reporter or any judicial ruling that directly relates to 
the rule; 

The Rule Chapter was approved by the Tennessee Attorney General. No additional opinion was given or 
re uested. 

(E) An estimate of the probable increase or decrease in state and local government revenues and expenditures, 
if any, resulting from the promulgation of this rule, and assumptions and reasoning upon which the estimate 
is based. An agency shall not state that the fiscal impact is minimal if the fiscal impact is more than two 
percent (2%) of the agency's annual budget or five hundred thousand dollars ($500,000}, whichever is less; 

The promulgation of this Rule Chapter is not anticipated to have an effect on state and local government 
revenues and ex enditures. 

(F} Identification of the appropriate agency representative or representatives, possessing substantial knowledge 
and understanding of the rule; 

/ John G. (Gabe) Roberts 
General Counsel 

(G) Identification of the appropriate agency representative or representatives who will explain the rule at a 
scheduled meeting of the committees; 

I John G. (Gabe) Roberts 
General Counsel 

(H) Office address, telephone number, and email address of the agency representative or representatives who 
will explain the rule at a scheduled meeting of the committees; and 

310 Great Circle Road 
Nashville, TN 37243 
(615) 507-6936 
qabe.roberts@tn.qov 
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(I) Any additional information relevant to the rule proposed for continuation that the committee requests. 

GW10115160 
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less the portion, whieh is attributable to patients dete1mined eligible for Medicaid by the State of 
Tennessee, of depreciation, medical education easts, and hospital based physician easts, plas an 
allowanee for the inpatient routine nursing salary differential whieh '.Vas repealed by Medicare on 
October I, I 982. 

(8) Pess Through Component means the share whieh is attributable to patients determined eligible for 
Medicaid by the State of Tennessee of aetual capital easts and aetual medical education easts. 
Upon the effective date of these rules, the Services Tax 'Nill be an allmvable east ineluded in the 
pass thrnugh eomponent. 

(9) Title XV]J 1 principles means, eJwept vi'here indicated otherwise, those Medicare principles ',vhieh 
are applicable to hospitals, ,,vhieh were in effeet on October I, 1982, and whieh are described at 42 
CFR, 405. 

(10) Bese Yeer Cost Report means the eost report for the next to the last 12 month east reporting period 
preceding the first eost reporting p01iod subject to prospective payment. 
EXAMPLE: 

!st Yeer Sufyect to 
Prospective Pey:nent Bese Yeer 
1/1/84 to 12/31/84 1/1/82 to 12/31/82 
7/1/84 to 6/30/85 7/1/82 to 6/30/83 

If a hospital's eost reporting period ending on or after September 30, 1982 was for less than 12 
months, the eost report for the most reeent 12 month eost reporting period ending before 
September 30, 1982 will be used. The Commissioner of the Department of Health and 
Environment reserve the right to rebase the reimbursement system described in Chapter 12 13 5 of 
the Rules of the Department of Health and Environn1ent at sueh time deemed necessary. 

(11) Depertment means the Tennessee Department of Health and Envirofl111ent. 

Authority. T. C.A. § §4 5 202, 12 4 301, 7] 5 ]05 eml 71 5 ]09, Publie C!rnpter 913 of the Acts of 1992. 
Afiminist-mtire History. Original rule filed June 26,1985; effective July 26,1985. Amendment filed Janue13· 
13, 1987; effective February 27, ]987. Amendment filed September 25, 1992; effective l'lovemlJer 9, 1992. 

12(-)(-) 13 5 .(-)2 DETERMJNATION OF REIMBURSABLE COST. The Comptroller of the Treasury in aeeordanee 
'<vith the Department's rules and regulations shall make the detem1ination of reimbursable per diem eost for hospitals. 

Authority: T. C.A. §§14 23 105 end 14 23 ]09. Afi,winistmtire History: Origi:rnl rulefi!ed June 26,1985, effecti'.•e 
July 26, 1985. 

12.(-)(-) 13 5 .(-)3 iWPROVAL OF THE DEPARTMENT REQUIRED FOR PARTICIPANTS. Only those institutions 
or distinct parts thereof certified by the Department in aeeordanee with the General Rule 1200 13 I .05(2) as rendering 
hospital eare and eontraeting '<vith Medicaid may participate and be reimbursed as providers under these provisions. The 
Department shall notify the Comptroller of the Treasury 1,vhen a provider enters the program and v,q1e11 its participation 
terminates. 

Authority: T. C.A. §§14 23 105 end 14 23 109. Afiminisf}'{{tive Histo13·: 0-riginel rule filed June 26,1985; effective 
July 26, ]985. 

12.(-)(-) 13 5 .(-)4 COST REPORTS REQUIRED. 

(I) In order to_ be eligible for payment by the Medicaid program for hospital services provided to Tennessee 
Medicaid beneficiaries, providers, including those paid by a prospective method, are required at eaeh 
provider's Fiseal year end, upon termination of provider status, ehange in ownership, or enrollment as a 
new provider, as per rule 1200 13 5 .13, to submit to the Comptroller of the Treasury an nrnmal eost 
report on fom1s designated by the Department. This report shall be submitted not later than three 
months from the end of eaeh provider's fiseal year. Sueh east reports must be completed in Geeordanee 
1Nith the Medicare principles of east reimbursement set out in the Medicare Provider Reimbursement 
Manual, in effeet on October 1, 1982, exeept where the Department may specify otherv,•ise by these 



rules. All covered services are to be in aeeordanee with the Medicaid Program definition of covered 
services. 

(2) Providers which fail to submit east reports which comply with Title XVIIl principles in effect on 
October 1, 1992 and described at 42 CFR 405 shall be subject to the sanctions specified in T.C.A. §71 
~ 

(3) To be eligible to receive payment, eontraeting hospitals shall use uniform hospital statistics and 
elassifieation of aeeounts as published by the American Hospital Association for all aeemmting records, 
or any other aeeeptable aeeounting methods approved by the Department of Health in consultation with 
the Comptroller and the Tennessee Hospital l.ssoeiation. Any eontraeting hospital that does not adopt 
the uniform elassifieation of aeeounts, or that does not submit certified statements when required by the 
Department of Health will be subject to the sanctions specified in TC.A. §71 5 130. 

(4) After a period of five years following the implementation of the TennCare Program on January 1, 1994, 
amended or corrected hospital cost reports v,ith claims for reimbursement for services prior to January 
1, 1994 shall not be accepted. 

Authorlty: T. C.A. §§14 23 105, 14 23 109, 71 5 105, 71 5 109 em/ 4 5 202. Administrative Historr.· Original ru!+J 
filed June 26, 1985; effective Ju6 1 26, 1985. AmendFJ1entfiled JamttllJ' 30, 1989; effecti'.'e March 16, 1989. Amendment 
filed April 14, 1989; effective }.fay 8, 1989. Amendmentfiled Octoher 14, 1998; ef.fccti'.'e Decemhcr 28, 1998. 

1200 13 5 .05 BILLING PROCEDURE. Institutions or distinct parts thereof rendming hospital care shall bill the 
Depaiiment or other agency or organization designated by the Department on the fom1s and in the manner designated. No 
provider shall charge for Medicaid patients more than is charged for private paying patients for equivalent 
accommodations and services. 

Authority: T. C.A. §§14 23 105 end 14 23 109. Administrative History: OriginEtl rule filed June 26,1985; effective 
July 26, 1985. 

1200 13 5 .Oe APPLICATION OF PROSPECTIVE PAYMENT METHOD. \1./ith respect to cost rep01iing periods on 
or after the effective date of this rule, all Medicaid providers of hospital care, except those eJcempted by the provisions of 
rule 1200 13 5 .07 shall be paid for inpatient services by a prospective method as set out in rules 1200 13 5 .08 through 
1200 13 5 .15 inclusive. 

Authority: T.C.A. §§14 23 ]05 end 14 23 !09. Admi11istn1t-ive Histery: Original rule filed June 26,1985; effective 
July 26, 1985. 

1200 13 5 .07 PROVIDERS EXEMPTED FROM PROSPECTIVE PAYMENT SYSTEM. The prospective payment 
system shall not apply to: 

(1) Long tem1 care facilities (hospitals which have an average length of stay of more than 25 days). 

(2) Hospitals \Vhich elect not to submit a cost report which have less than $ 100,000 annually, based on the 
State of Tennessee's fiscal year, in total charges to patients detennined eligible for Medicaid by the State 
of Tennessee; the annaal total charges does not inelude charges associated with transplants covered by 
Tennessee Medicaid and are reimbursed in accordance with rule 1200 13 1 .06(18)(f)2. 

Such providers shall be reimbursed an amount not to exceed 80% of reasonable charges for covered 
item billed by the provider. Reasonable charges are those \vhich are charged by comparable providers 
for similar services. In the event that providers exceed $100,000 in total Tmmessee Medicaid charges 
annually: 

(a) In state hospitals or oat of state hospitals in contiguous medical marketing areas, will be 
treated as new providers as specified in rule 1200 13 5 .13. 



(b) All other hospitals will be reimbursed as specified in rule 1200 13 5 .16(6). 

(3) Outpatient services 

Authority: T.C.A. §§12 4 30], 14 23 105, 14 23 109, 71 5 105, 71 5 109, end 4 5 202. Administratll1e Histo131: 

Original rul-efi!ed June 26, ]985; effective July 26, ]985. Amendmentfi!-ed !Vm•embcr 10, 1988; effective December 25, 
1988. Amendmentfil-ed ,~.ftl)' 8, ]99 ! ; effective June 22, 199 ]. 

UOO 13 5 .08 PROSPECTIVE PAYMENT METHODOLOGY. 

(1) The prospective payment v,ill be made as a rate per inpatient day. Each facility's reimbursable inpatient 
costs will be determined in accordance with Title XVIII principles, from a base year cost reporting 
period. Costs will be separated into an operating component and a pass through component. A trending 
factor will be applied to the operating rate component only. The prospective rate 1.vill be the sum of the 
trended operating component and the untrended pass through component, plus or minus adjustments for 
minimum occupancy, (effective October 1, 1989, Tennessee Medicaid will not impose a minimum 
occupancy penalt)0, resident and intern costs, Medicaid disproportionate share and other adjustments as 
provided in rule 1200 13 5 .12. Tennessee Medicaid costs will be determined by a computed utilization 
ratio from form HCFJ', 2552. 

(a) Except for inpatient hospital days involving approved organ transplants, the first twenty (20) 
days per fiscal year 1.vill be reimbursed at 100 percent of the operating component plus 100 
percent of the capital, direct and indirect education, return on equity (for proprietary providers 
0111)0, and Medicaid disproportionate share adjustment (MDSA) components. For medically 
necessary days in excess of twenty (20) per fiscal year, reimbursement 1.vill be made at 60 
percent of the operating component plus 100 percent of the capital, direct and indirect 
education, return on equity (for proprietary providers only) and MDSA components. Approved 
inpatient days involving organ transplants will be reimbursed at 100 percent of the operating 
component plus I 00 percent of the capital, direct and indirect education, return on equity (for 
proprietary providers onl)0 and MDSA components. Admission and stays involving organ 
transplants that span fiscal years will be reimbursed as if the entire stay had occurred during the 
first fiscal year. 

(2) Adjustments to Base Period Costs. It may be necessary to adjust base year cost reports to make the 
base period costs comparable to inpatient costs incurred in the prospective period, such as costs to be 
incurred by hospitals required to enter the Social Security system beginning Jamiary I, 1984. Therefore, 
hospitals submitting form HCFA 1008 to their Medicare intermediary should send a copy of this form to 
the Comptroller of the Treasury. For hospitals 1Nhich do not submit form HCFA I 008, appropriate 
adjustments will be made based on the best available information. 

(3) Pass Through Component. 

(a) Each facility's initial prospective rate 1.vill be based on the base year cost report and will 
include a pass throagh component consisting of the portion of capital costs and medical 
education costs which is attributable to patients determined eligible for Medicaid by the State 
of Tennessee. The pass through component may vary from year to year depending on each 
facility's actual capital costs and medical education costs and 1Nill not be computed until the 
facility's cost report is received. Upon the effective date of these rules, the Services TaJ( 1tvill 
be an allmvable cost included in the pass tlB"ough component. 

(b) Additional capital costs due to revalued assets will be recognized only when an existing 
provider is purchased by another provider in a bona fide sale (anns length transaction). The 
nev,z vabe for reimbursement purposes shall be the lesser of(l) the purchase price of the asset 
at the time of the sale, (2) the fair market value of the asset at the time of the sale (as 
determined by an MAI appraisal), (3) current reproduction cost of the asset depreciated on a 
straight line basis over its useful life to the time of the sale, or (4) for facilities undergoing a 
change of ownership on or after July I 8, 198 11, the acquisition cost to the first owner of record 
on or after July 18, 1994. The cost basis of depreciable assets in a sale not considered bona fide 
is additionally limited to (5) the seller's cost basis less accumulated depreciation. The 



parchaser has the burden of proving that the transaction is a bona fide sale should the issue 
arise. Gains realized from the disposal of depreciable assets while a provider is participating in 
the program are to be a deduction from allowable capital costs. 

(c) The payment of return on equity will be determined by Medicare principles of cost 
reimbursement, 42 CFR 405, in effect on August I, 1983 providing that, effective 
April 20, 1983, return on equity shall be adjusted to reflect 100% of the average rate 
of interest on obligations issued for purchase by the Federal Hospital Insurance Trust 
Fund. 

EXAMPLE 
Base Year: 12/31/82 
Base Year Cost Report Received 05/01/83 
Initial Prospective Rate Detern1ined 06/01/83 
Beginning of Prospective Payment 01/01 /84 
12/31/83 Cost Report Received 05/01/94 
12/31/83 Cost Report Rate 
Adjustment Completed 06/01/84 

In this example, the initial prospective rate continues anti! June 1, 1984. On June 1, 1984, the 
rate is adjusted (for service dates on or after June 1, 1984) for the Tennessee Medicaid share of 
the actual capital costs, medical education costs, hospital based physician costs, and return on 
equity (for proprietary providers only) reported on the December 31, 1983, cost report. 

(d) Beginning 1tvith fiscal years beginning July 1, 1987, and later, capital costs will be reduced by 
3.5% for dates of services July 1, 1987 through September 30, 1987, by 7% for dates of service 
October 1, 1987 through December 31, 1987, by 12% for dates of service January 1, 1988 
through September 30, 1988, and by 15% for dates of service October 1, 1988 through 
September 30, 1989, by 0% for dates of service October 1, 1989 through December 31, 1989, 
and by 15 % for dates of service January 1, 1990 and later. Reduction will be figured into year 
end final settlements. Hospitals designated as Sole Community Hospitals are exempt from 
percentage reduction in capital costs. Upon the effective date of these rules, hospitals will be 
reimbursed 100% of their capital costs. 

(4) Operating Component. Each facility's initial prospective rate shall include an operating component 
which is computed from the base year cost report. The operating component \Viii be trended fonvard 
each year. Trending to the nev,r rebased year, (1988 cost reports or if not available the prior cost report) 
1tvill be computed by utilizing the indexing rate recommended by the Prospective Payment Assessment 
Commission, applied from the end of the hospital's fiscal year to October 1, 1989. 

Thereafter the trending index shall be that rate of increase on prospective payments as recommended by 
the Prospective Payment Assessment Commission and as pablished in the Te1111essee Administrntive 
Register. The trending indeJces above shall be applied from October 1, 1989, to the midpoint of the 
state's fiscal year, no earlier than December 31, 1990, and shall be effective the first of the state's fiscal 
year, no earlier than July 1, 1990. \\'hen necessary, indexes will be prorated to correspond to a 
provider's year end. Each provider will be notified of its ne·.v operating rate due to indexing within 30 
days of the beginning of the state's fiscal year. 

Au#1erity: T.G.A. §§4 5 202, 12 4 301, 71 5 105 end 71 5 109; Public Chepter 913 oftheActs of 1992. Admiuistmtive 
Histo1J'. Originel ru!-e filed Ju11e 26, 1985; effective ,July 26, 1985. Amendment filed Februm3· 21, 1986; effective 
Merd1 23, 1986. A111end:ne11tfi!-ed September 12, 1986, effective October 27, 1986. Amcndmentfiled May 29, 1987, 
effective July 13, 1987. Amendment fi!-ed June 2, 1988, effective July 17, 1988. Amendment .fi!-ed August 8, 1990, 
effective September 22, 1990. Amendment filer:l October 21, 1991; effective December 5., 1991. Amendment .filed 
September 25, 1992; effectii'C 11/o·,·ember 9, 1992. 

1200 13 5 .09 MINUVIUM OCCUPANCY ADJUSTMENT. Capital costs shall be adjusted each year, 11sing the 
formula set out belmv, if a facility's occupancy rate, based on staffed beds during the year, is below a minimum level. If a 
hospital exceeds its minimum occupancy rate, the formula is not applied. The minimum level is as follows: 



Hospitals over 100 beds 70% 
Hospitals 1,vith 100 beds or fewer 60% 

The adj:1stments 1.vill be computed as follows and will be made at the same time as the pass through adjustment as set 
out in rule 1200 13 5 .15. 

ACC-TCC i, TBD 
ABD (Y) 

ACC - allowable capital costs 
TCC - total capital costs 
TBD - total bed days used during the period 
ABD - total bed days available during the period 
Y - .6 for hospitals with 100 beds or fe1,ver 

.7 for hospitals over 100 beds 

All references to beds means staffed beds. Staffed beds mean those beds which are equipped and 
available for patient use. l\ny beds or hospital wing which is unavailable for patient use, such as being 
closed for reasons ineluding but not limited to, painting, maintenance, or insufficient nursing staff will 
not be considered staffed beds. It shall be the responsibility of the provider to determine, at least 
monthly, its number of staffed beds. A schedule showing the number of staffed and unstaffed beds, 
along ,vith the reasons for being unstaffed, must be submitted with the cost report. This schedule is 
subject to audit in accordance v1ith rule 1200 13 5 .17. If no schedule of staffed beds is received, staffed 
beds will be the number of beds at the end of cost report period. Effective October 1, 1989 Tennessee 
Medicaid 1tvill not impose a minimum occupancy penalty. 

Al.'thority: T.C.A. §§4 5 202, !2 4 301,14 23 105,14 23 109,715105, mul 715109. Administrative Hist01y: 
Original rul-ejiled June 26, ! 985,· effective July 26, 1985. Ame11dmentjiled August 8, 1990,· effective September 
22, 1990. 

1200 13 5 .10 RESIDENT AND INTER"'* COST ,\DJUSTMENT. 

I. 
2. 
3. 
,1. 

5. 
6. 

(1) On the basis of the ratio of full time equivalent residents and interns to total beds, a resident 
and intern cost adjustment shall be granted to teaching facilities having an approved residency 
program. Such facilities will be given this adjustment independent of the Medicaid 
disproportionate share adjustment. The resident and intern cost adjustment shall not be subject 
to trending. The cost adjustment shall be calculated using the following formula but shall not 
eiweed 10%, and 1.vill be made at the same time as the pass through adjustment. ---~.--

RI - 1.89 J, [ (1 =I- interns and residents 1] 
beds 

(2) For purposes of this adjustment, hospitals are to report only full time equivalent interns and 
residents on form HCFA 1008, Part 1. For years when form 1008 is no longer in effect, 
hospitals must submit their number of full time equivalent interns and residents 1.vith their cost 
report. The number of full time equivalent interns and residents is the sum of: (a) interns and 
residents employed 35 hours or more per week, and (b) one half of the total m1mber of interns 
and residents 1,vorlcing less that 35 hours per 1.veek regardless of the number of hems v.'orlced. 

EXAA1PLE assuming 110 high Medicaid volume incenti1•e or mi11imu111 occupancy f:ldjustment. 

¥earl ¥ear '.2 ¥ear J 
Operating Co1ttponent Prior to Trending $250.00 $277.50 $299.70 
Pass Through Co1ttponent 25.00 30.00 35.00 
Basis for RI adjustment 275.00 307.50 334.70 
RI Adjustment at 8% (line 3" .08) 22.00 24.60 26.78 
Trend I,:actor for Operating Com13onent 11% 8% 7% 
Trended Operating Component (line 
I J, line 5 =I- l 00%) 277.50 299.70 320.69 



7. Prospective Rate (line 2 =I= line 4 =i=line 6) $324.50 $382.46 

Autlwrity. T. C.A. §§4 5 2():2, 14 23 10,5, ]4 23 109, 71 5 105 anti 71 5 109. Ad-H1i11isin:#vc Histery. Original 
rul-e fil-etl June 26, 1985, effective July 26, 1985. Amendment jil-etl April 29, 1986; effective Muy 29, 1986. 
Amendmentfiletl Dece111ber 30, 1986, effective F'ebrum3· 13, ]987. Amentlmentfil-etl Dece111ber 8, ]989; effective 
J.enum3· 22, ]990. 

12(-)(-) 13 5 .11 MEDICAID DISPROPORTION,,~TE SH,\RE ,\JUSTIVIENT (MDS,A~. 

(I) In accordance 1,vith the Medicaid State Plan, hospitals having over 3,000 patient days 
attributable to patients determined eligible for Medicaid by the state of Tennessee or a 
utilization ratio over 8% will be provided a payment incentive. The Medicaid 
disproportionate share adjustment shall not be subject to trending and shall be based on 
cost reports with fiscal year ending 6/30/86 and later. The incentive will be the higher of 
(a) or (b) but shall not exceed 17% and (a) =I= (c) or (b) I (c) shall not e)weed 22%: 

(a) The prospective rate 1.vill be adjusted upward by 3% for each 1% increment in 
the utilization rate above 8%. 

(b) The prospective rate will be adjusted upward by 3% for each increment of 1,000 
reimbursed inpatient Medicaid days over 3,000. 

(c) The prospective rate will be adjusted upward by 5 % if outpatient services and 
outpatient pham1aey serviees are provided to Medieaid and/or non Medieaid 
reeipients 1,vho reeeive indigent services from the hospital. The hospital must qualify 
under (a) or (b) in order to reeeive this ineentive. 

Also, in order to reeeive incentive (e), the provider must be able to document that the 
services rendered qualify as free client care, under generally accepted accounting 
prineiples v.41ich are applicable to hospitals, and this does not include bad debt. 

(2) In accordance with the Medicaid State Plan, acute care hospitals having over 3,000 patient 
days attributable to patients determined eligible for Medicaid, or a utilization ratio over 14% 
will be provided a payment incentive. The MDSA shall not be subject to trending. The 
1\IDSA will be the higher of (a) or (b) but shall not mweed 34% and (a) =I= (e) or (b) =I= (e) shall 
not exceed 4 4 %. 

(a) The prospective rate 1.vill be adjusted upv,rard by 6% for each 1% increment in the 
utilization rate above 14 %; 

(b) The prospective rate 1.vill be adjusted upv,rard by 6% for each increment of 1,000 
reimbursed inpatient Medicaid days over 3,000 and the prospective rate v,ill be 
increased upward by 3% if total days e)weed 3,650 but less than 4,000. 

(c) The prospective rate 1.vill be adjusted upviard by 10% if outpatient services and 
outpatient pham1acy services are provided to Medicaid and/or non Medicaid 
recipients 1.vho receive indigent services from the hospital. The hospital must 
qualify under (a) or (b) in order to receive this adjustment. 

Also, in order to receive adjustment (c), the provider must be able to document 
that the services rendered qualify as free client care, under generally accepted 
accounting principles which are applicable to hospitals, and this does not inclade 
bad debt. 

(d) No total payment of the disproportionate share adjustment will exceed 80% 
inpatient charity care plus 80% of inpatient bad debt. Ifno inpatient charity care 
is reported there 'Nill be no disproportionate share payment. All inpatient charity 
care and inpatient bad debt will be detennined by the latest industry complete 
Hospital Joint Annual Report as submitted to the State Center of Health 
Statistics. 



(3) 

j 

(b) 

(o) 

(d) 

(e) 

(4) 

(b) 



(d) 

(c) 

2. 

Lov,· inco~e ~,tilization rate will be calculated as follov,·s from information obtained from 
tl~e~at~st 111du_st1:y complete Hospital Joint Annaal Report as submitted to the State c t 
o ea th Stat1stws. The sum of: en er 

1. Total Medicaid inpatient revenues paid to the hospital plus th , t f h 
cash subs"d" . d d" ' e amoun o t e 

: 1 1es rece1ve1rectly from state and local go'·ernments in t 
report111g · d d" "d d b ~ a cos . t" ; pe~~o , tv1 e~y the total amount of revenues of the hospital for 
lBpa 1:fr sen_1ces111cbd111g the amount of such cash subsidies) in the san t 
rep01i111g penod; and,1e cos 

:;: t;::!ea;:
0
:~~ 8: t:e ?0;.:~-~l's

1 
c~~~ges for inpatient hospital services attributable to charity 

. e o 111 hi ua s nho have no souree of payment third rt, 

:::~~;:,:;~" :::::::~ri~~i::: ::n':: ';':1, ~~~~ ,~fue "';,;:.J., :;,:,:;': 
cha_rity care sl~a~l not include contractual allowanc~s and ~i:c:::s1~::era;::: :::=~de: 

~:~::::o~ eh~1ble for _Medical assistance under an approved Medicaid State Plan) tha~ is 
Gi=es&.- s 111 c arges given to other third party payers, such as HMOs, Medicare or Blu~ 

In accordance '.Vith Section 4112 of Public La"' lGG 2G . . 

::~:::
0.::!":1: :,:,~:. n:,::;::, ~~~::., ol,~~zn::;;:i;;:.,:

0

;.:!~=:~.i:":'si,':! 
State Medica1· d Pla Tl .J • . ~ to 111d1 'iduals entitled to such servwes under the 

n.1e Ohl) mwept10n '"Ill be d t h · 1 · · 
inpatients that are predominately indi,,idual: under~~ e_ooi1ta s ,;r;hwh pr?v1de services to 
emergency obstetric sen·ices as of Dec~mber 21, 1987. years o age or v,<ho did not offer non 

(5) Any hospital designated as a perinatal center by statute or re 1 · · · 
the Department of Health Maternal and Child H Ith S . gu at10n and w1~h a servwe plan approved by 
services to high risk multi handicapp d ea d ect10n or any hospital providing without charge 

. , e persons un-er age 21 "'ho ar 11 d · h 
Children's Special Services program shall, because of th "~~e _enro e 111 t ~ D_epmiment's 
treatment of these individuals be eligibl t . . d" e extraordmary nsk and m43ert1se 111volved in 

. • , e o rnce1ve an a~ustment not to eirneed th d 
pennatal services and services to handicapped children at h h~e uncompensate cost for 
uncompensated care for each of the qualified providers rn~l~cbe ;.~:,~a~~~ ~e state fisc~l. year. The total 
days for tl1e same period in order to dete . th " hl e Y t e total antw1pated Medicaid 

d
. rmme e amount to be added to the d · rt" h 

a~ustlnent calculated in paragraJ3hs (3) d (4) b ,, . .ISpropo 10nate s are 
anticipated Medicaid da)~ foF the per1"odan Th: a do". e. Tins ll~'.V adjustment 1.vill be multiplied by the total 

. Is a Justment "'Ill be add d t d b" 
that are included in paragraphs (3) and (4) above. ~,eo an not su~ect to any limits 

(6) Beginning July 1, 1991, any acute care hospital qualif ·in for ad" · · 
qualifying criteria listed in paragraphs (3) and (;) ab;·e ~nd 1 )sproport10nate share .adJustJnent under the 
and having a Medicaid utilization ratio that e d th• . d rn,111g at least l,GGG prOJected Medicaid days iwee~s -~e 111~1:lstry a"er tT f · · · 
by dividing the available hospital days by ti H d. . d • d ' age i+1:1za wn rat10 '.vhwh Is computed . 10 4 e ICaI~ 111-Ustry days "'Ill b j" "bl " .. 
enhanced disproportionate share adjustment based on the following: Y,e e 1g1 e ±Of an add1t10nal 

(a) 

(b) 

(c) 

The prospective rate 1,vill be adjusted "" d b , · 
Medicaid utilization ratio and the indu:~r;.~:ve;~g:

1
::i~=~:7!:;::I to:~:- ~I·f~r:ncetiofthe hospital's O mu 1p ie -y aactor of9.45. 

:~~:u~=~n~:ds!;!Da:A ~ayment will be ba~ed_ on the e1i:lianced disproportionate share adjustment 
h . P agraph (a) above multiplied by the anticipated number of H d" "d d , I< 

t e apcom111g fiscal year July through June. 4 e !Cal a)S ~r 

The sum of the MDSA payment calculated in (3) (4) d ti i:l d 
paragraph (6) cannot exceed the a ·t'f .' an~1e e1 rnnce ~ayment computed in this 
debt char es . , . gg_1 ega e sum o mpat1ent and outpatient charity care and bad 

latest ind!str)~::!:~:;:a~::;:a~~:~1:a:e c~n:r~ctual adjustmm_1ts convmied to cost based on the 
Statistics. n ' tlmJa eport as submitted to the State Center of Health 

(7) Each year a redetermination of the MDS" ,,,ill be made at ti · 
deteF111ined. This determination will b;· i:~ade tl b _1e s~mle time tl~e new p~ss thro~1gh component is 

on 10 as1s o t 1e best mformat10n available. Once the 



determination is made, it will not be changed until the neJ,t scheduled redeteimination. The effective date 
1.vill eoineide with the new pass through adjustment. 

(g) In aecordance 1.vith the Medicaid State Plan, the disproportionate share adjustment v,<ill be paid on a 
monthly basis and established in June of each year. The monthly payment will be prospective based on the 
disproportionate share adjustment multiplied by the anticipated number of Medicaid days for the upcoming 
fiscal year July June. This ·.vill be estimated based on projections from historical experience and the 
addition of any expected improvements. 

(9) Effective October 1, 1992, hospitals having over 1,000 east report patient days attributable to patients 
detem1ined eligible for Medicaid by the State of Tennessee or a Medicaid utilization ratio over 7.94% or 
having a low income utilization rate equal to or greater than 25% will be provided a payment incentive 
(MDSA). The MDSA will be the higher of (a), (b), or (e), and the sum of (a), (b), or (c), whichever is 
higher, plus (f) cannot mweed 4 0% of inpatient and outpatient charity charges plus Medicare and Medicaid 
contractual adjustments adjusted to cost. for the purposes of this rule Medicaid days v;ill not include days 
reimbursed by the P1imary Care Network. for the purposes of this rule charity, unless otherwise specified, 
1.vill be defined as inpatient and outpatient cha1ity charges (ineluding medically indigent, low ineome, and 
medically indigent other), bad debt, and Medicare and Medicaid contractual adjustments adjusted to east. 
Charity will include charges for both in state and out of state services. 

(a) The prospective rate will be adjusted upward by a factor of 27.169 times the difference between 
the aetual utilization rate and a 7.94% utilization rate. 

(b) The prospective rate will be adjusted upward by 27.169% times the number of days above 1,000 
days divided by 1,000 days. 

(c) The prospective rate will be adjusted upward by 2% times the difference between the lov,r income 
utilization rate and a 25% low income utilization rate. This adjustment 1,vill be capped at 10%. 

(d) Low ineome utilization rate will be calculated as follows from infom1ation obtained from the latest 
industry complete Hospital Joint Annual Report as submitted to the State Center of Health 
Statistics. The sum of: 

1. Total Medical inpatient revenues paid to the hospital, plus the amount . of the cash 
subsidies received directly from state and loeal governments in a east reporting period, 
divided by the total amount of revenues of the hospital for inpatient services (ineluding 
the amount of sueh eash sabsidies) in the same east reporting period; and 

2. The total amount of the hospital's charges for inpatient hospital services attributable to 
charity care (care provided to individuals who have no souree of payment, third party or 
personal resources) in a cost reporting period, divided by the total amount of the hospital's 
charges for inpatient services in the hospital in the same period. The total inpatient 
charges attributed to charity eare shall not include contractual allowances and discounts 
(other than for indigent patients not eligible for medical assistance under an approved 
Medicaid State Plan) that is redactions in charges given to other third party payers, such 
as HMOs, Medicare or Blue Cross. 

(e) In aceordance with Section 4112 of Publie Law 100 203, no disproportionate share payment will 
be made to hospitals that do not have at least two obstetricians with staff privileges at the hospital 
1.vho have agreed to provide obstetric services to individuals entitled to sueh services under the 
State Medicaid Plan. The only eJweption will be made to hospitals v,<hieh provide services to 
inpatients that are predominantly individuals under I g years of age or who did not offer non 
emergency obstetric services as of December 21, 19g7. 

(f) Any hospital 1.vhose charity eJweeds 6% of the indastry's total charity v,·ill receive an additional 
payment. This payment will be equal to their percentage of the industry's charity times a faetor of 
11. 05 times the value of their charity. 



(g) Any hospital that has a Medical utilization rate of 23% or greater and 23,000 Medicaid days or 
more will qualify for an additional MDSA payment. Hospitals qualifying ·.viii be allov,ced payment 
in excess of 4 0% of charity. Instead of a 110% limit these hospitals will receive up to a 75% limit. 
Any hospital qualifying for this enhancement 1.vhose ratio of charity to total revenues CJweed 30% 
will be capped at a total MDSA payment of $42,750,000. Any hospital whose ratio is less than or 
equal to 30%, will be capped at $37,750,000. 

(h) Each year a redetermination of the MDSA will be made at the same time the new pass through 
component is determined. This detennination will be made on the basis of the best information 
available. Once the detennination is made, it will not be changed until the ne1,t scheduled 
redetermination. The effective date 1.vill coincide with the nev,r pass through adjustment. 

(i) In accordance with the Medicaid State Plan, the disproportionate share adjustment will be paid on a 
monthly basis. The monthly payment will be prospective based on the disprop01iionate share 
adjustment multiplied by the anticipated number of Medicaid days. This will be estimated based on 
projections from historical experience and the addition of any expected improvements. 

(j) The total amount of MDSA payments will be limited by a federal eap. 'Nhen allocating the amount of 
payments that will be made, the amount of payments made based on subparagraph (g) of these 
regulations, will be excluded. After calculations have been made, hospitals will receive their 
proportionate share of the total available MDSA allotment. The Medicaid Disproportionate Share 
Adjustment reimbursement for psychiatric hospitals will be included when determining the allocation. 

(10) Effective July 1, 1993, only those hospitals having over 1,000 cost report patient days attributable to patients 
determined eligible for Medicaid by the State of Tennessee or having a Medicaid utilization ratio over 8.55% or 
having a low income utilization rate equal to or greater than 25% will be provided a payment incentive (MDSA). 
The MDSA will be the higher of the amount determined by subparagraphs (a), (b), or (c), whichever is higher, 
and added to subparagraph (f). That total cannot CJcceed 40% of inpatient and outpatient "charity" charges plus 
Medicare and Medicaid contractual adjustments adjusted to cost. For the purpose of this rule Medicaid days 
\\'ill not include days reimbursed by the Primary Care Netvrork. For the purpose of this rule "charity", unless 
othenvise specified, will be defined as inpatient and outpatient "charity" charges (ineluding medically indigent, 
lov,< income, and medically indigent other), bad debt, and Medicare and Medicaid contraotual adjustments 
adjusted to cost. "Charity" 'tvill include charges for both instate and out of state services. 

(a) The prospective rate will be adjusted 11pward by a factor of 27.169 times tho difference beti.veen tho 
actual utilization rate and a 8.55% utilization rate. 

(b) The prospective rate will be adjusted upward by 27.169% times the number of days above 1,000 days 
divided by 1,000 days. 

(c) The prospective rate will be adjusted upward by 2% times the difference between the low income 
utilization rate and a 25% lovi' income utilization rate. This adjustment will be capped at 10%. 

(d) Low income Utilization rate will be calculated as follows from infoimation obtained from the 1991 
Hospital Joint Annual Report as submitted to the State Center of Health Statistics, The sum of: 

1. Total Medicaid inpatient revenues paid to the hospital, plus the amount of the cash subsidies 
received directly from either the state and local governments in a cost reporting period, 
divided by the total amount of revenues of the hospitals for inpatient ser,cices (including the 
amount of such cash subsidies) in the same cost reporting period; and 

2. The total amoant of the hospital's charges for inpatient hospital services attributable to 
"charity care" (care provided to individuals v,rl10 have no source of payment, third party 
or personal resources) in a cost reporting period, divided by the total amount of the 
hospital's charges for inpatient services in the hospital in the same period. The total 
inpatient charges attributed to II charity care" shall not include contractual allowances and 
discounts (other than for indigent patient not eligible for Medical assistance under an 
approved Medicaid State Plan) that are reductions in charges given to other third pa1iy 
payers, such as HMOs, Medicare or Blue Cross. 



(e) In accordance with 8ection 4112 of Public Law l 00 203, no disproportionate share payment will 
be made to hospitals that do not have at least tv,·o obstetricians 1tvith staff privileges at the hospital 
who have agreed to provide obstetric services to individuals entitled to such services under the 
8tate Medicaid Plan. The only exception 1tvill be made to hospitals 1tvhich provide services to 
inpatients that are predominantly individuals under I g years of age or who did not offer non 
emergency obstetric services as of December 21, 1987. 

(f) Any hospital whose "Charity" exceeds 6% of the industry's total "charity" will receive an 
additional payment. This payment will be equal to their percentage of the industry's "charity" 
times a factor of3.0 times the value of their "charity". 

(g) Any hospital that has Medicaid Utilization rate of 24% or greater and 25,000 Medicaid days or 
more 1.vill qualify for an additional MD8A payment. Qualifying hospitals will be all01.ved payment 
in excess of 4 0% "charity". Instead of a 4 0% limit these hospitals will receive up to a 91 % limit. 
Any hospital qualifying for this enhancement whose ratio of "charity" to total revenues eJrneeds 
30% will be capped at a total MDU. payment of $60,000,000. Any hospital whose ratio is less 
than or equal to 30%, will be capped at $50,000,000. 

(h) Each year a redetem1ination of the MD8l. 1.vill be made at the same time the new pass through 
component is detem1ined. This determination 1tvill be made on the basis of the best information 
available. Once the detemlination is made, it 1.vill not be changed until the neJct scheduled 
redetemlination. The effective date 1.vill coincide 1.vith the new pass threugh adjustment. 

(i) In accordance 1.vith the Medicaid 8tate Plan, the disproportionate share adjustment 1tvill be paid on 
a monthly basis. The monthly payment 111ill be prospective based on the disproportionate share 
adj11stment multiplied by the number of Medicaid days rep01ted on the 1992 cost report. In cases 
1.vhere the 1992 report is still unavailable, the latest report on file will be used. 

(j) The total amount of MD8A payments will be limited by a federal cap. 'Nhen allocating the 
amount of payments that vrill be made, the amount of payments made based on subparagraph (g) of 
these regulations, 1.vill be excluded. After calculations have been made, hospitals 1.vill receive their 
proportionate share of the total available MD8A allotment. The Medicaid Disproportionate 8hare 
Adjustment reimbursement for psychiatric hospitals will be included 1tvhen detem1ining the 
allocation. 

Authority: T.C.A. §§715105, 715109, 12 4 301, and 4 5 202; Medicaid Valuntar;' Centrihutien andPrevider 
Specific Ta:; Amendments ef 1991 (PL 102 234). Atlminist-rative Histe,y: Original rule fi!-ed J-une 26, 1985; 
effecti','e July 26, ]985. Amendment filed Decemher 31, 1986; effective Fehruw3 1 14, 1987. Amendment fi!-ed 
Octeher 30, 1990; effective Decemher 14, 1990. Amendment filed June ]2,199]; effective July 27, 1991. 
Amendmentfi!-ed Scptemher 18, 1991; effecti','e N-ei'Cmeer2,1991. Amendmentfi!-ed Jmma,y 20, 1993; effecti','e 
March 6, 1993. Amend-mentfiled Octeher 22, 1993; effective Jam1e13· 5, ]994. 

12(-)Q 13 5 .12 OTHER A.DJU87MENT8 TO THE PROSPECTIVE RATE. 

(1) Adjustments to the prospective rate shall be made for the follo 1.ving reasons: 

(a) a mathematical mistake in c01nputing the rate; 

(b) additional individual capital m,penditures for v,rhich there is an approved certificate of 
need such as the purchase of major equipment or addition of new beds, 1tvhich would have 
an impact of 5%, on the facility's total prospective rate, or a $25,000 effect on Tennessee 
Medicaid reimbursement. 

(c) a significant change in case mix res~,lting in a 5% change in the facility's total prospective 
rate, or a $25,000 effect on Tennessee Medicaid reimbursement. Case mix, for this 
purpose, is a diagnostic or therapeutic related factor requiring either an increase or 
decrease in the professional staff per patient ratio. 



(2) Providers who are seeking a rate adjustment due to additional easts and who wish to have sueh an 
adjustment effeetive at the same time as the additional easts are aetually ineurred must submit request 
for sueh adjustment to the Medieaid ageney at least 45 days prior to the time the additional easts '.Viii 
be ineurred. The effeetive date ofsueh rate adjustments shall be the first day of the month foll01.ving 45 
days from the date ofreeeipt of the adjustment request. 

Requests for adjustment must inelude detailed east information identifying the appropriate operating 
and pass through eomponents. 

Authority: T. CA. §§14 23 105 and !4 23 109. Admiuistrative History: Original rul-cjiled ltme 26,1985; 
effective Ju6· 26, 1985. 

U!Hl 13 5 .13 NEW PROVIDER8, CHi"1.NCE8 IN OWNER8HIP, } .. ND CHANCE8 IN FI8CAL YEAR END. 
New providers entering the Program '.viii be required to submit a budgeted east report from whieh an interim 
prospeetive rate will be set. Eaeh nev,r provider must submit, in aeeordanee v,rith rule 1200 13 5 .04 an aetual east 
report eovering the first full year of aetual operations, at whieh point a final prospeetive rate, with a retroaetive 
adjustment, 1.vill be set. l, ehange of ovmership does not eonstitute a new provider. Any ehange in ownership or 
fiseal year end should be reported to the Offiee of the Comptroller of the Treasury and the Department. 

Authority: T. CA. :;C:§14 23 105 and 14 23 109. Administ-mtive History. Original rulejiled ltme 26, ]985; 
effecti'.'e July 26, 1985. Amendmentjiled April 30, 1987, effective June 14, 1987. 

1200 13 5 .14 LOWER OF C08T OR CHARCE8 LIMIT. In the base year, the lower of east or eharges 
limitation will be 1,vaived for prospeetive rate deten11ination purposes only. The limitation will, hov,'ever, be applied 
for settlement purposes for all periods prior to a faeility's first fiseal year under prospeetive payment. Carry forwards 
of unreimbursed eosts will not be reeognized onee a provider's initial fiseal year under the prospeetive payment 
method has begun. 

Authority: T. CA. §§14 23 105 and 14 23 109. Administrative History: Original ru!-cjiled June 26, 1985; 
effecti'.'e July 26, 1985. 

1200 13 5 .15 RATE NOTIFICATION AND EFFECTIVE DATE8. 

(1) 

(2) 

(3) 

('I) 

Beginning 30 days after the effeetive date of this regulation, eaeh provider 'Nill be notified of their 
initial prospeetive rate at least 30 days prior to the beginning of their first fiseal year under 
prospeetive payment. For those providers whose first fiseal year under prospeetive payment 
begins earlier than 30 days after the effeetive date of this rule, every attempt will be made to 
provide for a reasonable notiee to them. The initial prospeetive rate shall apply to serviees 
provided on or after the first day of the provider's first fiseal year subjeet to prospeetive payment. 
Payment for serviees rendered prior to the first day of the provider's first fiseal year subj eet to 
prospeetive payment and submitted for payment after sueh date shall be paid at the rate in effeet 
during the period the serviee was rendered. Providers must split bill for serviees spanning their 
first prospeetive year and the prior year. 

Within 30 days after the reeeipt of eaeh provider's eost report, eaeh provider will be notified of 
their nev,' prospeetive rate due to the normal pass through adjustment. This rate shall be effeetive 
by the first day of the next month one month subsequent to the date ofreeeipt of the provider's east 
report. Providers must split bill for serviees spanning the effeetive date of the rate ehange. 

Within 30 days before the beginning of eaeh fiseal year subsequent to the initial prospeetive year, 
eaeh provider will be notified of their nev,r prospeetive rate due to the nom1al operating rate 
adjustment. This rate shall apply to serviees provided on or after the beginning of the new fiseal 
year. Providers must split bill for serviees spmming the effeetive date of the rate ehange. 

Providers will be notified of speeial rate adjustment deseribed in rule 1200 13 5 .12 no later than 
4 5 days after the reeeipt of the appropriate data. Sueh rate ehange shall be effeetive as speeified in 
rule 1200 13 5 .12(2). Provider must split bill for serviees spanning the effeetive date of the rate 
ehang&.-



(5) Subseq11ent years' adjustments for high Medicaid volume, minimum occupancy, and resident and 
intern costs shall be completed at the same time and become effective at the same time as the pass 
tlH"ough adjustment described in rule 1200 13 5 .14(2). 

(6) Delays in setting rates may be encountered if it becomes necessary to request additional 
information from a provider due to errors or omissions on cost reports. Cost reports are dae as 
specified by Medicare regulations in effect on October 1, 1982. 

(7) In cases of a change in ownership or fiscal year end, the operating component will be adjusted 
when the next trend is due under the old fiscal year end in order to avoid overlap or dBplication of 
the period trended. This trend 1.vill be to the midpoint of the time between the old fiscal year end 
and the ne1tv fiscal year end and will be effective for dates of service beginning on the day after the 
old fiscal year end. The next trend will be from the midpoint of that period to the midpoint of the 
new fiscal year and will be effective for dates of service beginning on the first day of the new fiscal 
year. The rates shoBld be computed at least 30 days prior to the effective date of the rate. 
Examples are fom1d at subparagraphs (a) and (b) below. 

(a) Assume that a provider has a former fiscal year end of June 30 and changes to a 
December 31 year end. The provider notifies us of the change before June 1, 1984. The 
provider's rate has already been indeJ,ed to the midpoint of the year July 1, 1983 to June 
30, 1984, that midpoint being January 1, 1984. That rate was effective for services on or 
after July 1, 1983. NeJ,t, we will indeJ, from the midpoint of the former fiscal year, that 
midpoint being January 1, 1984, to the midpoint of the time between the provider's former 
year end of June 30, 1984, and the new fiscal year end of December 31, 1984, that 
midpoint being October 1, 1984. The effective date of this rate will be for services on or 
after July 1, 1984. Next, ,,ye will trend from the point where we left off(October 1, 1984) 
to the midpoint of the provider's new fiscal year end of December 31, 1985, that midpoint 
being July 1, 1985, with a corresponding effective date of services on or after January 1, 
1985. Normal annual indeJdng takes place thereafter. 

(b) Notification made subsequent to Comptroller's indeJdng based on the fom1er fiscal year 
end. Assume the same facts in the first eJmmple except that the provider notifies us of 
their fiscal year end change sometime after June 1, 1984. The provider's rate has already 
been indexed to the midpoint of the year July 1, 1984 to June 30, 1985, that midpoint 
being January 1. 1985. That rate 1.vas effective for services on or after July 1, 1984. 
Next, v.'e will index from the midpoint of the fom1er fiscal year, that midpoint being 
Jamiary 1, 1985, to the midpoint of the time bet\veen the provider's former year end of 
June 30, 1985, and the new fiscal year end of December 31, 1985, that midpoint being 
October 1, 1985. The effective date of this rate 1.vill be for services on or after Jl:Jly 1, 
1985. Next, we will trend from the point 1.vhere we left off (October 1, 1985) to the 
midpoint of being July 1, 1986, with a corresponding effective date of service on or after 
January 1, 1985. Normal annual indexing takes place thereafter. This procedure 1.vill be 
follw.ved to avoid overlapping of the periods trended even if the provider changed fiscal 
year end in 1984. 

Authority: T. C.A. :·F§ 14 23 105,14 23 109 and 4 5 202. Ad-minist-mtive Histerj'. Origin el rn!efi!ed 1-une 26, 1995, 
effixti1'e 1116' 26, 1985. Amendment.filed March 25, ]987, effective klay 9, 1987. 

1200 13 5 .Hi METHOD FOR PAYING PROVIDERS WHICH ARE EXEMPT FROM PROSPECTIVE 
SYSTEM. 

(1) The Comptroller of the Treasury, ·.vill determine, in accordance 1tvith Medicare principles of cost 
reimbursement in effect on October 1, 1982, and described at 42 CfR 405, per diem reimbursable 
costs for those Medicaid providers of hospital services exempted from the prospective system set 
out in rules 1200 13 5 .06 through 1200 13 5 .15 inclusive, except those hospitals described in 
item (3) of rule 1200 13 5 .07 which shall be reimbursed as described in that item. The maximum 
limit of such reimbursable costs shall be the lessor of: (a) the reasonable cost of covered services, 
or (b) the customary charges to the general public for such services. Provided, however, that such 
providers 1.vhich are public hospitals rendering services free or at nominal charge shall not be 
subject to the lmver of cost or charges limitation but shall be paid fair compensation for services in 
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Authority: T C.A.§§12 4 301, 71 5 105, 71 5 109 end 4 5 202. Administmtive History: Original rulefi!ed 
June 26, 1985; effective July 26, 1985. Amenrlmentfi!ed A!ey 8, 1991; cffectire June 22, 1991 

1200 13 5 .17 AUDIT. 

(1) All hospital east reports are subject to audit at any time by the Comptroller of the Treasury and the 
Department or their designated representative. Cost report data must be based on and traceable to 
the provider's financial and statistical records and must be adequate, accurate, and in sufficient 
detail to support payment made for services rendered to beneficiaries. Retroactive adjustments to 
the prospective rate may be made for audit exceptions. 

(2) Hospitals will be subject to medical audits at any time. Medical audits inolude, but are not limited 
to, "medical necessity" or "length of stay." Medical audit exceptions may result in a direct 
recoupment rather than a rate change. 

(3) The Department will provide for all costs of auditing which may be required. 

Authority: T. C.A. §§14 23 105 end 14 23 109. Administrative Histmy: Original rulefiled June 26, ]985; effective 
July 26, 1985. 

1200 13 5 .18 TERNIINATION OF MEDICAID IIOSPITl .. LIZATION PROCR.f .. M. For hospitalization 
services provided prior to January 1, 1994, the rules as set out at rule chapter 1200 13 5 shall apply. Effective 
January 1, 1994, the rules of TennCare as set out at rule chapter 1200 13 12 shall apply except that Tennessee 
Medicaid will continue to pay Medicare premiums, deductibles and copayments in accordance v,rith the Medicaid 
rules in effect prior to January 1, 1994, and as may be amended. 

Authodty: T. C.A. §§4 5 202, 71 5 105, 7! 5 ]09, end Public Chapter 358 efthe Acts ef]993. 
Administrative Histo1y: Original rul-efiled },/arch ! 8, 1994; effective June 1, 1994. 
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1200-13-05-.01 Definitions. 

(1) Bureau of TennCare (Bureau). The administrative unit of TennCare which is responsible for the 
administration of TennCare as defined elsewhere in these rules. 

(2) Existing Contracts. The contracts that were in place between a Tennessee hospital and a 
TennCare MCO as of July 1. 2013. 

(3) Hospital. A general or specialty acute care facility licensed as a hospital by the Tennessee 
Department of Health pursuant to T.C.A. § 68-11-206, excluding hospitals that are categorized as 
Rehabilitation. Research, Long Term Acute or Psychiatric on the 2013 Joint Annual Report of 



Hospitals. 

(4) Inpatient Services. Routine, nonspecialized services that are provided at many or most hospitals 
in the state to patients admitted to the hospital as inpatients. 

(5) MCO (Managed Care Organization). An appropriately licensed Health Maintenance Organization 
(HMO) contracted with the Bureau of TennCare to manage the delivery, provide for access, 
contain the cost. and ensure the quality of specified covered medical and behavioral benefits to 
TennCare enrollee-members through a network of qualified providers. 

-
(6) Medicare. A hospital's fee-for-service reimbursement under Title XVIII including that hospital's 

adjustment for DSH, wage index, etc., and excluding only IME, pass through payments, and any 
Medicare payment adjustments for Sequestration, Value Based Purchasing, Readmissions and 
Hospital Acquired Conditions. 

(7) Medicare Severity Diagnosis Related Groups (MS-DRG). The Medicare statistical system of 
classifying any inpatient stay into groups for the purpose of payment. 

(8) New Contract. Any initial contract between an MCO and a hospital that did not exist on July 1, 
2013. Contracts in place on July 1, 2013, that have been materially altered since July 1, 2013, are 
not new contracts. 

(9) Outpatient Services. Services that are provided by a hospital to patients in the outpatient 
department of the hospital and patients receiving outpatient observation services. 

(10) Rate Corridors. Upper and lower limits established by the state's actuary and approved by the 
Bureau, in consultation with the Tennessee Hospital Association (THA), for payments by MCOs to 
hospitals for services provided to TennCare enrollees. The Rate Corridors are based on a 
hospital's Medicare reimbursement that existed in FFY 2011 and used to determine the 
parameters of TennCare rates for contracts between Tennessee hospitals and TennCare MCOs 
after July 1, 2013. The determination of whether a hospital's TennCare rates are within the 
prescribed Rate Corridors shall be made on the basis of reimbursement from all TennCare MCOs 
with which the hospital has a contract. The Rate Corridors, which were calculated by the State's 
actuary as the budget neutral corridors, are as follows: 

(a) For inpatient services, the minimum level is 53.8% and the maximum level is 80% of the 
hospital's Medicare for 2011. 

(b) For outpatient services, the minimum level is 93.2% and the maximum level is 104% of the 
hospital's Medicare for 2011. 

(c) For cardiac surgery, the minimum level is 32% and the maximum level is 83% of the 
hospital's Medicare for 2011. 

(d) For specialized neonatal services the minimum is 4% and the maximum level is 174% of 
the hospital's Medicare for 2011. 

(e) For other specialized services the minimum level is 49% and the maximum level is 164% of 
the hospital's Medicare for 2011. 

(11) Specialized Services. Services that are typically provided in a small subset of hospitals, such as 
transplants, neonatal intensive care and level 1 trauma. 

(12) TennCare. The TennCare waiver demonstration program(s) and/or Tennessee's traditional 
Medicaid program. 

(13) TennCare Actuary. The actuarial firm selected by the Bureau to assist the Bureau in establishing 
the capitation rates for TennCare MCOs each year. 

(14) Total TennCare Rates. Payment rates for each hospital in the aggregate from all MCOs with 
which the hospital has network contracts. 



(15) Year 1 Corridors. The initial upper and lower limits established by the Bureau in consultation with 
THA based on a hospital's Medicare reimbursement that existed in FFY 2011 and that were used 
to implement rate variation limitations in contracts between Tennessee hospitals and TennCare 
MCOs from July 1, 2012 until July 1, 2013. The Year 1 Corridors are as follows: 

(a) For inpatient services, the minimum level was 40% and the maximum level was 90% of 
the hospital's Medicare for 2011. 

(b) For outpatient services, the minimum level was 90% and the maximum level was125% of 
the hospital's Medicare for 2011. 

(c) For cardiac surgery, the minimum level was 30% and the maximum level was 80% of the 
hospital's Medicare for 2011. 

(d) For specialized neonatal services the minimum was 4% and the maximum level was 
180% of the hospital's Medicare for 2011. 

(e) For other specialized services the minimum level was 30% and the maximum level was 
160% of the hospital's Medicare for 2011. 

1200-13-05-.02 Implementation of Contract Amendments for Existing Contracts between Hospitals and 
MCOs. 

These contracts set rates for a period of two years effective July 1, 2013, and provided for rate 
amendments to be negotiated and implemented on July 1, 2015. 

(1) For hospitals that had existing contracts with MCOs in place on July 1, 2013, and the MCO and 
hospital had negotiated contract amendments to bring rates for total TennCare into the Rate 
Corridors and the rates in the contracts have not been adjusted since July 1, 2013, the MCOs will 
reissue those amendments with a new effective date of July 1, 2015. 

(2) In the case of a hospital that had contracts with MCOs in place on July 1, 2013, which contracts 
included amendments implementing rates within the Rate Corridors, and where the rates in the 
contracts have been adjusted since July 1, 2013, the Bureau shall evaluate the rates in the current 
contracts to determine if the total TennCare rates for the hospital are within the Rate Corridors. If 
the rate adjustments cause the total TennCare reimbursement for the hospital to be outside of the 
Rate Corridors, the affected MCOs shall implement contract amendments approved by the 
Bureau in consultation with the TennCare Actuary to bring the hospital rates into the Rate 
Corridors effective July 1, 2015. 

(3) In the case of a hospital with contracts in existence on July 1, 2013, which contracts include rates 
outside of the Rate Corridors, the affected MCOs shall implement contract amendments to bring 
total TennCare rates into the Rate Corridors with an effective date of July 1, 2015. The Bureau 
shall verify that the new contract rates in conjunction with contracts between the hospital and all 
other MCOs bring the hospital's total TennCare rates within the Rate Corridors. 

1200-13-05-.03 Implementation of New Contracts between Hospitals and MCOs Entered into after July 1, 
2013. These contracts have not yet been in effect for a period of time sufficient to negotiate rate 
amendments for a July 1, 2015, implementation date. 

In the case of a hospital that entered into a contract with an MCO after July 1, 2013, including a hospital 
that entered into a contract with an MCO with rates within Year 1 Corridors effective January 1, 2015, the 
affected MCOs shall implement contract amendments that bring the hospital rates within the Rate 
Corridors no later than September 30, 2015. 

1200-13-05-.04 Exclusion of Any Hospital from TennCare Networks. 

A hospital that does not accept a contract amendment required by this Rule shall be excluded effective 
October 1, 2015, from participation in the TennCare MCO network to which the contract amendment 
applies. 

1200-13-05-.05 Out-of-Network Reimbursement. 



Out-of-Network payments to all hospitals shall be governed by TennCare Medicaid Rule 1200-13-13-
.08(2)(a)-(c) and TennCare Standard Rule 1200-13-14-.08(2)(a)-(c). 

1200-13-05-.06 Agreements between Hospitals and MCOs for Limited Services. 

Rates for a single case agreement negotiated between the MCOs and hospitals that are not in network 
with the MCO to ensure access to services for TennCare enrollees may not exceed the ceiling or be below 
the floor of the Rate Corridors appropriate for those services. 

1200-13-05.07 Changes to Hospital Rates Negotiated between MCOs and Hospitals after September 30, 
2015. 

To ensure that each hospital's total TennCare reimbursement remains within the Rate Corridors, 
proposed rate changes after September 30, 2015, shall be evaluated by the Bureau to determine if the 
proposed rate change will move the hospital's total TennCare rates outside of the Rate Corridors. If the 
evaluation indicates the change will put the hospital outside of the Rate Corridors, the Bureau shall 
provide the adjustments necessary to ensure that the contract is compliant with the limits of the Rate 
Corridors. TennCare rates between a hospital and an MCO may not be modified after September 30, 
2015, without approval from the Bureau. 

1200-13-05-.08 Categorization of New Services Added after July 1, 2015. 

MS-DRG classifications serve as the basis for identifying services as inpatient or specialized. MS-DRG 
classifications may change and new MS-DRG classifications may be added from time to time. New or 
modified MS-DRG classifications shall be evaluated for assignment to appropriate inpatient or specialized 
categories by the Bureau in consultation with THA and the TennCare Actuary. 
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