
MO HealthNet – Hospital Systems Meeting 
November 16, 2018 

CoxHealth South, Springfield, Missouri 
 
 
The meeting convened at approximately 10:15 a.m.   
 
There was no formal sign-in or registration.  Attendees in the meeting representing the following entities 
were noted: 

In the room 
Hospitals:  Cox Health, SSM Health, BJC Health Care, Children’s Mercy Hospital, Mercy Health Care, 
Truman Medical Center 
 
DSS/MO HealthNet:  Todd Richardson (MO HealthNet Director), Jennifer Tidball (DSS COO), Tony Brite 
(MO HealthNet Finance Manager), Bobbi Jo Garber (MO HealthNet Managed Care Director), Nanci 
Nikodym (MO HealthNet Policy Director), Jamie Parnell (MO HealthNet Hospital Policy Manager) 
 

There were many participating by phone, but no roll call was taken. 
 
MHA’s recording of the meeting is accessible through the following links: 

Part 1:  (Morning Session)    https://www.mhanet.com/mhaimages/recordings/VN810088.MP3 
Part 2:  (Afternoon Session)   https://www.mhanet.com/mhaimages/recordings/VN810089.MP3 

 
 

Morning Session 
 
Outpatient Simplified Fee Schedule (Part 1:  9:05- 45:35) 
 
Kristi Sheakley, Director of Consulting Services, Conduent, gave a presentation of the work Conduent is 
doing with the state to convert outpatient payments from the current percent of charge basis to fee 
schedules.   
 
MO HealthNet characterizes the conversion as a simplification and modernization.  The notion of 
simplification is based on the goal of using existing Medicare APC pricing, fee schedules and protocols as 
the basis of outpatient reimbursement going forward.  Specifically, the state is looking to minimize the 
need for changes to its MMIS (Medicaid Management Information System) by avoiding complex pricing 
logic. 
 
In making the change, MO HealthNet intends to gain greater insight into the services being purchased by 
moving away from methodologies that rely on revenue codes to ones that use CPT/HCPCS codes.  MO 
HealthNet intends to eliminate many of the Missouri specific requirements currently associated with 
outpatient service billing, which should allow hospitals to simplify their billing systems and practices.  MO 
HealthNet will not use Medicare APC OCE software or its pricing standards, although Mo HealthNet may 
consider adopting packaging and discounting practices that are part of the Medicare framework.   
 
MO HealthNet wants to standardize its rates as a percentage of Medicare rates, but a factor has not yet 
been established but it is expected to be less than 100%.  The department was asked if budget neutrality 
was a goal of the conversion but it responded that its goal was to convert to a Medicare basis of payment 
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for outpatient services.  The department committed to providing anticipated fee schedules well in advance 
of implementation so hospitals will have the opportunity to do financial modeling on the changes. 
 
The following hierarchy of payment schedule is expected: 

1. Medicare APC 
2. Medicare fee schedule 
3. Medicaid fee schedule 
4. Alternative fee schedules 

Medicaid services that are not covered by Medicare or for which Medicare does not have good pricing will 
be based on rates paid by other states or other fee schedules.  
 
Critical access hospitals and safety net hospitals will be subject to the new payment methodology 
notwithstanding exceptions that are made by Medicare.  Sheakley said there would be financial modeling 
on these critical Medicaid providers to assess the impact of the conversion, but there was no indication 
given that exceptions would be made.  Drugs will be reimbursed under the methodologies that are 
currently being established. 
 
The work is just beginning with Conduent and Ms. Sheakley reported that implementation is at least twelve 
months off.  Although unclear, it is likely that her estimate does not consider the rule making that will be 
required for MO HealthNet to establish the new fee schedules. 
 
Ms. Sheakley describes the project as currently being in a policy design phase, which means identifying 
what polices need to be addressed when the payment methodology is converted. 
 
Budget Update (Part 1: 45:35 – 1:13:45) 
 
MO HealthNet CFO Tony Brite gave an update on the state Medicaid supplemental budget and the budget 
request for FY 2020.    The department’s FY19 supplemental budget request is $464 million, of which $159 
million is General Revenue.  The primary reason for the large supplemental request is that the General 
Assembly purposefully chose not to carry forward FY 17 and FY 18 supplemental funding into the Medicaid 
appropriations for FY 19.  This action purposefully underfunds the Medicaid budget to force a supplemental 
funding need in the current year.  The resources to fund the supplemental are held in reserve on the state’s 
balance sheet, but the General Assembly must act to appropriate the funds before they care be spent. 
 
The FY 20 budget request is a net funding increase of $854.8 million, including: 

• $448.7 million to continue the FY 19 supplemental,  
• $146 million for a 7% managed care actuarial increase,  
• $65.8 million to replace one-time fund sources,  
• $49.1 for anticipated increases in the cost of specialty drugs, and  
• $10.3 million for anticipated growth in the number of elders and disabled covered because of an 

increase in the allowed assets limit. 
 
The managed care caseload is falling as the number of parents and kids covered by Medicaid falls.  The drop 
in caseload is largely attributed to the introduction of automated annual case reviews through the state’s 
new case management system, MEDES.  Parents are required to sign and return an updated application to 
continue their renewal;  return rates have been marginal, resulting in the drop.  Many children who are 
being dropped from coverage are expected to be eligible and will return to the rolls when they need health 
care.  In the meantime, the caseload “churn” will create a savings to the FY 19 budget as managed care 
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capitation payments fall.  MHA has requested the department use the windfall to make outstanding outlier 
payments for neonatal care and rural health clinic settlements. 
 
The department committed to making FY 19 supplemental and FY 20 regular budget summaries available, 
but had not done so at the time of this writing. 
 
 Managed Care Update (Part 1: 1:13:46 – 1:36:00) 
 
DSS Managed Care Director Bobbi Jo Garber updated the group on current managed care issues.    
Restrictive prior authorization policies by have been raised as a concern by the hospitals.  Several case 
examples have been provided the department and are under review.   
 
Bobbi Jo also acknowledged MHA’s concern for Home State’s recently announced decision to begin paying 
for ER care on the final diagnosis.  Hospital representatives point out that ERs have to treat on the 
admitting condition;  the department said that they would work with managed care plans on how 
significant cases could be appealed, but this was pointed out a hardly an ideal arrangement because of the 
administrative costs involved.  The department continues to argue that hospitals should be turning low 
acuity patients or managing them different.  MHA is working on an application that would make 90% 
federal funding available for health information technology updates; health information technology can 
help hospitals and plans better manage ER super-utilizers and others who use the ER inappropriately. 
 
There was a short discussion federal requirements governing supplemental payments – like the FRA – and 
what is allowed with regard to directed and pass through payments.  CMS has recently filed amended rules 
for Medicaid managed care plans, but the impact of the proposed amendment on Missouri’s FRA is still 
being assessed. 
 
Break 
 

Afternoon Session 
 
Upper Payment Limit (UPL) (Part 2:  4:00 – 24:48) 
 
MO HealthNet’s first application of a new CMS template for states to use to calculation its Medicare UPL 
found Missouri Medicaid payments for 2017 exceeded the UPL by more than $400 million.  Missouri has a 
unique Medicaid payment structure that does not fit comfortably within the preset CMS template, and this 
is a primary reason for the initial problem calculation.  Other allowable methodologies that are being 
studied and the department has engaged a different account firm, Meyers and Stouffer, to review 
Missouri’s calculations.  Most expect the calculations improve as different methodologies are being 
explored.  MHA believes existing federal UPL protocols will allow Missouri to propose changes to the 
calculation template to account for Missouri’s unique inpatient payment methodology.   
 
It has been noted that the template was not accompanied by any change in the law or regulations 
governing allowable Medicaid payments.  This being the case, the fact that Missouri met the UPL standard 
last year (2016) suggests it should meet it again in 2017, the change in calculation format notwithstanding. 
 
There are separate UPL calculations for inpatient and outpatient payments; the entire problem discerned 
thus far is on the inpatient side; outpatient payments are below the UPL and the potential exists to make 
supplemental payments. 
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It was confirmed that the state’s goal is to maximize the UPL, especially in a situation when supplemental 
payments can be made.  In the event recoupments are indicated, the state would likely work with CMS to 
apply a correction prospectively;  otherwise, recoupments would be required within twelve months of the 
end of the year the excess was documented. (It was noted that if Missouri is ultimately found to have to 
have exceeded the inpatient UPL, recoupments could be offset by supplemental payments that could be 
made because the state is under on UPL on outpatient payments.  A state plan amendment would be 
required to do this.) 
 
340B Pharmacy Reimbursement Cuts (Part 2:  24:49 – 29:05) 
 
Jennifer Tidball reported that the reduced reimbursement rate for Medicaid 340 B providers will be 
changed in the final rule the department will file with the Secretary of State from WAC minus 49 percent to 
WAC minus 25 percent.  The change in reimbursement will take effect February 1, 2019.  There will be no 
exceptions for rural or critical access hospitals.  The final rule makes no other changes to pharmacy pricing 
reductions proposed in the original rule. 
 
Psychotropic Drug Lawsuit (Part 2:  29:06 – 31:05) 
In closing, Jennifer requested that hospitals be responsive to requests from the state’s Children’s Division 
for medical records of children entering foster care.  Litigation has highlighted deficiencies in the 
department’s performance in ensuring foster children receive health care that is appropriate, timely and 
effective. 

 
The meeting concluded at approximately 1:30 p.m. 

Although not discussed during the November meeting, MHA has confirmed that the next MO HealthNet – 
Hospital Systems meeting will be held in mid-February in central Missouri.  Additional information will be 
distributed as it becomes available. 


