
42 C.F.R. § 447.253
Other requirements.

(a) State assurances. In order to receive CMS approval of a State plan change in payment methods and
standards, the Medicaid agency must make assurances satisfactory to CMS that the requirements set forth
in paragraphs (b) through (i) of this section are being met, must submit the related information required
by § 447.255 of this subpart, and must comply with all other requirements of this subpart.

(b) Findings. Whenever the Medicaid agency makes a change in its methods and standards, but not less often
than annually, the agency must make the following findings:

(1) Payment rates. (i) The Medicaid agency pays for inpatient hospital services and long-term care facility
services through the use of rates that are reasonable and adequate to meet the costs that must be incurred by
efficiently and economically operated providers to provide services in conformity with applicable State and
Federal laws, regulations, and quality and safety standards.

(ii) With respect to inpatient hospital services—

(A) The methods and standards used to determine payment rates take into account the situation of hospitals
which serve a disproportionate number of low income patients with special needs;

(B) If a State elects in its State plan to cover inappropriate level of care services (that is, services furnished to
hospital inpatients who require a lower covered level of care such as skilled nursing or intermediate care services)
under conditions similar to those described in section 1861(v)(1)(G) of the Act, the methods and standards used to
determine payment rates must specify that the payments for this type of care must be made at rates lower than
those for inpatient hospital level of care services, reflecting the level of care actually received, in a manner
consistent with section 1861(v)(1)(G) of the Act; and
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