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CATEGORICALLY NEEDY

1. Inpatient Hospital Services
All inpatient admissions to an acute care/general hospital or rehabilitative hospital will be allowed up to four
(4) days of service per admission when determined inpatient care is medically necessary. On the fifth day of
hospitalization, if the physician determines the patient should not be discharged on the fifth day of
hospitalization, the hospital may contact the Professional Review Organization (Arkansas Foundation for
Medical Care, Inc.) and request an extension of inpatient days. The Professional Review Organization (PRO)
will then determine medically necessary days. Calls for extension of days may be made at any point from the
fourth day of stay through discharge. However the provider must accept the financial liability should the stay
not meet the necessary medical criteria for inpatient services. Medically necessary inpatient days are
available to individuals under age 1 without regard to the four day limit and extension procedures required
under the plan. Additionally, effective for dates of service on or after November 1, 2001, a benefit limit of 24
days per State Fiscal Year (July 1 through June 30) is imposed for recipients age 21 and older. No extensions
will be authorized. The benefit limit does not apply to recipients under age 21 in the Child Health Services
(EPSDT) Program.
Inpatient hospital services required for corneal transplants and renal transplants are subject to the MUMP
procedure and the 24 day benefit limit. Refer to Attachment 3.1-E, Page 1.
Inpatient hospital services required for heart transplants, liver transplants, bone marrow transplants and lung
transplants are excluded from the MUMP procedure and the 24 day benefit limit. Refer to Attachment 3.1-
E, Pages 2, 3 and 5.
Inpatient hospital services required for pancreas/kidney transplants, liver/bowel transplants and skin
transplants for burns are covered for eligible Medicaid recipients in the Child Health Services (EPSDT)

Program. Refer to Attachment 3.1-E, Pages 2, 4 and 6.
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STANDARDS FOR THE COVERAGE OF ORGAN TRANSPLANT SERVICES

The Arkansas Medicaid Program covers Corneal Transplants, Renal Transplants, Heart Transplants, Liver
Transplants, Non-Experimental Bone Marrow Transplants and Lung Transplants for eligible Medicaid recipients of all
ages. Pancreas/Kidney Transplants, Liver/Bowel Transplants and Skin Transplants for Burns are covered for
eligible Medicaid recipients in the Child Health Services (EPSDT) Program.

Corneal Transplants

Corneal transplants require prior authorization. Medicaid will pay for hospitalization, physician services and
follow-up care when associated with corneal transplants. Covered benefits include the acquisition and preservation of
the organ from a cadaver donor. Corneal transplants are subject to the same inpatient hospital, outpatient and
physician benefit limits as all other covered inpatient, outpatient and physician services.

Renal Transplants

Renal transplants require prior authorization. Benefits are provided for the following services related to renal
transplantation:

! Hospitalization and physician services for the removal of the organ from the living donor.

! Harvesting of the organ for renal transplant from a cadaver donor is reimbursed through the hospital
cost settlement process.

! Transportation and preservation of the organ from a living or cadaver donor.

! Hospitalization and physician services for transplanting kidney into the receiver.

! Follow-up care.

Renal transplants are subject to the same inpatient hospital, outpatient and physician benefit limits as all other

inpatient, outpatient and physician services for both donor and receiver.
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Heart Transplants

Heart transplants require prior authorization. Benefits are provided for the following services related to heart
transplantation:

o Procurement (harvesting) of the organ from a cadaver donor. Cost will be included in the
hospital charges.

o Hospitalization and physician services for transplanting the heart into the receiver.
e Post-operative care until discharged from the hospital.

Liver and Liver/Bowel Transplants

Liver and liver/bowel transplants require prior authorization. Liver/Bowel transplants are covered for eligible
Medicaid recipients in the Child Health Services (EPSDT) Program. Benefits are provided for the following
services related to liver and liver/bowel transplantation:

e Hospitalization and physician services for the removal of the organ from a living donor.

e Procurement (harvesting) of the organ from a cadaver donor. Cost will be included in the
hospital charges.

¢ Hospitalization and physician services for transplanting the liver and liver/bowel into the
receiver.

e Post-operative care until discharged from the hospital.

Heart, Liver and Liver/Bowel Transplants are not subject to the established benefit limits for inpatient hospital
services described elsewhere in the State Plan. Services excluded from the inpatient benefit limit are those
services provided from the date of the transplant procedure to the date of discharge. The recipient may not be
billed for Medicaid covered charges in excess of the State’s reimbursement.
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1. Inpatient Hospital Services

The State has in place a public process, which complies with the requirements of Section 1902(a)(13)(A) of
the Social Security Act.

In accordance with Section 1902(s) of the Social Security Act, we do not impose dollar limits on any inpatient
hospital services for children under age one (or children that are hospitalized on their first birthday). This
includes the $675.00 upper payment limit, the TEFRA rate of increase limit, the customary charge upper limit
or the $150,000 bone marrow transplant limit. This applies to all inpatient hospitals.

Effective for claims with dates of service on or after July 1, 1991, all acute care hospitals with the exception
of Pediatric Hospitals, Arkansas State Operated Teaching Hospitals, Rehabilitative Hospitals, Inpatient
Psychiatric Hospitals and Out-of-State Hospitals, will be reimbursed based on reasonable costs with interim
per diem rates and year-end cost settlements, with an upper limit of $584.00 per day.

Effective for claims with dates of service on or after April 1, 1996, all acute care hospitals with the exception
of Pediatric Hospitals, Arkansas State Operated Teaching Hospitals, Rehabilitative Hospitals, Inpatient
Psychiatric Hospitals and Out-Of-state Hospitals will be reimbursed based on reasonable cost with interim per
diem rates and year-end cost settlements, with an upper limit of $675.00 per day. The upper limit was
established taking the 90th percentile of the cost based per diems using their 1994 year end cost reports. This
does not include the hospitals listed above as exceptions.

Effective for claims with dates of service on or after January 1, 1997, the upper limit of $675.00 per day will
be applied to Arkansas State Operated Teaching Hospitals. The upper payment limit will apply to allowable
costs; except GME payments will not be subject to the upper limit. Effective for cost reporting periods
ending on or after June 30, 2000, the upper limit of $675.00 per day will no longer be applied to Arkansas
State Operated Teaching Hospitals.

Arkansas Medicaid will use the lesser of cost or charges to establish cost settlements. If the lesser of cost or
charges exceed the upper limit payment times total hospital Medicaid days, then the upper limit payment
times the total hospital Medicaid days will be used to calculate the cost settlement. Effective for dates of
service on or after July 1, 1991 thru March 31, 1996, the upper limit payment
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1. Inpatient Hospital Services (Continued)

Direct medical education costs, including graduate medical education costs, are reimbursed based on
Medicare reasonable cost rules in effect prior to the effective date of the September 29, 1989 rule.

Corneal, Renal and Pancreas/Kidney Transplants
Inpatient hospital services required for corneal, renal and pancreas/kidney transplants are reimbursed in the
same manner as other inpatient hospital services.

Bone Marrow Transplants

Interim reimbursement for bone marrow transplants will be 80% of billed charges, subject to subsequent
review to determine that only covered charges are reimbursed. Reimbursement will not exceed $150,000.
Reimbursement includes all medical services relating to the transplant procedure from the date of admission
for the bone marrow transplant procedure to the date of discharge. Both the hospital and physician claims
will be manually priced simultaneously. If the combined total exceeds the $150,000 maximum,
reimbursement for each provider type will be decreased by an equal percentage resulting in an amount which
does not exceed the maximum dollar limit.

Other Covered Transplants

Hospital services (does not include organ acquisition) relating to other covered transplant procedures
(does not include corneal, renal, pancreas/kidney and bone marrow) are reimbursed at 45% of
submitted charges. Reimbursement includes all medical services relating to the transplant procedure
from the date of the transplant procedure to the date of discharge for the covered transplant
procedures. Transplant hospitalization days in excess of transplant length of stay averages must be
approved through medical review. Transplant length of stay averages by each transplant type will be
determined from the most current written Medicare National Coverage Decisions.

Inpatient hospital days prior to the transplant date will be reimbursed in accordance with the
applicable State Plan methodology for the hospital type in which the transplant is performed.

Readmissions to the same hospital due to complications arising from the original transplant are
reimbursed the same as the original transplant service at 45% of submitted charges.

Reimbursement for the actual organ to be transplanted (organ acquisition) will be at (a) 100%o of the
submitted organ invoice amount from an outside organ provider organization or (b) reasonable cost
with interim reimbursement and year-end cost settlement calculated in a manner consistent with the
method used by the Medicare Program.

All Transplant Procedures

The recipient may not be billed for Medicaid covered charges in excess of the State’s reimbursement.
The transplant reimbursement methodologies apply to all acute care/general hospitals, including
Pediatric Hospitals, Arkansas State Operated Teaching Hospitals and Out-of-State Hospitals.
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1 Inpatient Hospital Services (Continued)

Pediatric Hospitals (Continued)

Costs associated with other covered transplant services (does not include bone marrow, corneal, renal and
pancreas/kidney) will not be reimbursed through a cost settlement. Refer to Attachment 4.19-A, Transplant

Services, for the reimbursement methodology for these procedures.

Arkansas' method of reimbursing malpractice insurance for pediatric hospitals will be a simple calculation made
outside the cost report and the result added back on to the Medicaid settlement page of the report. The calculation
would apply a Medicaid utilization factor based on cost to the portion of total malpractice expense (91.5%) which
is reimbursed for Medicare on worksheet D-8 of the cost report. The remaining 8.5% remains on worksheet A of
the cost report and flows through to be reimbursed like any other administrative cost. The final result would be to
reimburse malpractice for Medicaid as though all malpractice expense remained on worksheet A and simply

flowed through the cost report.

Direct medical education costs, including graduate medical education costs, are reimbursed based on Medicare

reasonable cost rules in effect prior to the effective date of the September 29, 1989 rule.
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2. Reimbursement for Inpatient Hospital Services for Children Under Age One (or Children that are

Hospitalized on Their First Birthday)

Medically necessary inpatient hospital services furnished to children under age one (or children that are

hospitalized on their first birthday) will be exempt from any dollar limits on any inpatient hospital service.

Inpatient hospital services (excluding other covered transplant services) for these individuals will be cost

settled separately from all other Medicaid recipients and no dollar limits will be applied.

Arkansas Medicaid will not consider these costs in the Medicare TEFRA rate of increase limit computation.
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OTHER TYPES OF CARE Revised:  December 3, 2004

5. Physicians' Services (continued)

Reimbursement for physicians' services for bone marrow transplants is included in the $150,000 maximum as
described in Attachment 4.19-A. Procedures will be manually priced based on professional medical review. The
recipient may not be billed for Medicaid covered charges in excess of the State's reimbursement.

Physician services relating to other covered transplant surgery procedures (does not include corneal,
renal, pancreas/kidney and bone marrow) will be reimbursed at 80% of billed charges.
Reimbursement based on billed charges is applicable from the date of the transplant procedure to the
date of discharge for covered transplant procedures. Services provided during dates of readmissions to
the same hospital due to complications arising from the original transplant are also reimbursed at 80%
of billed charges.

Payment is made directly to the physician or, upon request of the physician, payment is made under the Deferred
Compensation Plan.

Participation in the Deferred Compensation Plan by a physician is entirely voluntary. The individual physician's
authorization and consent is on file. The physician submits his claim in the usual manner, and after verification,
the appropriate amount due the physician is deposited in an account administered by First Variable Life Insurance
Company or The Variable Annuity Life Insurance Company up to the maximum amounts allowed by the Revenue
Act of 1978. Each account in the investment funds is individualized as to each physician participating. Arkansas
Division of Medical Services has no responsibility for management or investment of these funds. Federal
matching is not claimed for any part of the administration of the Plan. This is a service designed to increase the
number of participating physicians in the Medical Assistance Program.

Desensitization injections - Refer to Attachment 4.19-B, 4.b. (15).



