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The agency is amending the dates it will update the readmission factors used to calculate payment adjustments to hospitals 
for potentially preventable readmissions. The agency is also adding a definition for “fiscal year.” 
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(5)(e) The agency will prospectively apply a readmission reduction factor to inpatient rates 

for dates of service provided on January 1, 2016, through  June 30 December 31, 2016, based 

on a PPR analysis consisting of the following claims data: 

(5)(e)(iii) A readmission reduction factor for each hospital is based on the hospital's 

excess readmission payments divided by the total DRG-based hospital inpatient payments in 

the PPR analysis.
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AMENDATORY SECTION (Amending WSR 15-24-096, filed 12/1/15, effective 
1/1/16)

WAC 182-550-3840  Payment adjustment for potentially preventable 
readmissions.  (1) The medicaid agency adjusts the payment rate to a 
hospital with an excessive number of potentially preventable readmis
sions (PPRs), using the criteria described in subsection (4) of this 
section. The agency calculates the number of excess PPRs using a risk-
adjusted comparison, as described in subsection (5) of this section, 
between the actual and expected number of PPRs attributable to a hos
pital, and prospectively reduces the payment.

(2) Payment reductions under this section do not apply to criti
cal access hospitals under WAC 182-550-2598; however, critical access 
hospital claims are included in the PPR analysis.

(3) The following definitions and those found in chapter 182-500 
WAC apply to this section:

(a) "Actual PPR chains" means the number of PPR chains attributa
ble to a hospital, based on the PPR analysis.

(b) "Excess PPR chains" means the difference between a hospital's 
actual PPR chains and the expected PPR chains, not to be less than 0.

(c) "Expected PPR chains" means the number of PPR chains expected 
for a hospital, based on the hospital's mix of services provided and 
clients served in the PPR analysis.

(d) "Excess readmission payments" means a hospital's number of 
excess readmissions multiplied by the average payments per PPR chain.

(e) "Fiscal year" means the year beginning July 1st and ending 
the following June 30th.

(f) "Initial admission" means an admission to a hospital that is 
not identified as a PPR that is followed by a PPR for the same recipi
ent within thirty days, as determined by the PPR software under stand
ard settings.

(((f))) (g) "Nonqualifying admission" means an admission excluded 
from the determination of readmissions by the PPR software under 
standard settings. Nonqualifying admissions exclude initial admis
sions, only admissions, and PPRs.

(((g))) (h) "Only admission" means an admission that is not a 
PPR, an initial admission, or other nonqualifying admission, as deter
mined by the PPR software under standard settings.

(((h))) (i) "Potentially preventable readmission (PPR)" means a 
readmission meeting the criteria in subsection (4) of this section 
that follows a prior discharge from a hospital within thirty days for 
the same recipient, as determined by the PPR software under standard 
settings. A PPR can occur at the same hospital as the initial readmis
sion or at a different hospital.

(((i))) (j) "Potentially preventable readmission chain" or "PPR 
chain" means the collection of one or more PPRs attributable to an in
itial admission.

(((j))) (k) "PPR analysis" means the historical claims data pro
cessed by the PPR software under standard settings used to determine 
each hospital's excess PPR chains, as described in subsection (5) of 
this section.

(((k))) (l) "PPR software" means the software created and main
tained by the 3M™ Corporation and currently used by the agency to 
identify PPRs. This software is programmed to include admission inclu
sion and exclusion criteria and factors in an adjustment for pediatric 
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admissions and those admissions with a mental health diagnosis code, 
but are not classified as a mental health admission.

(((l))) (m) "Readmission reduction factor" means a prospective 
reduction to inpatient payment rates based on the excess readmissions 
payments divided by the total hospital inpatient payments in the PPR 
analysis. The agency will consider a cap on this reduction to the in
patient payment rate each year.

(4) Readmission criteria. A PPR is an inpatient readmission with
in thirty days after discharge that is clinically related to the ini
tial admission, as defined by the PPR software using standard set
tings. A PPR meets the following criteria:

(a) The readmission is potentially preventable through appropri
ate care consistent with accepted standards in the prior discharge or 
during the postdischarge follow-up period;

(b) The readmission is for a condition or procedure related to 
the care provided during the prior discharge or during the period im
mediately after the prior discharge;

(c) The PPR chain has one or more readmissions that are clinical
ly related to the initial admission. The first readmission is within 
thirty days after the initial admission, and the thirty-day time frame 
begins again at the discharge of the most recent readmission; and

(d) The readmission is to the same or to any other hospital.
(e) For the purposes of determining PPRs, certain services and 

circumstances are excluded from the analysis including, but not limi
ted to:

(i) Leukemia;
(ii) Lymphoma;
(iii) Chemotherapy;
(iv) Neonatal admission;
(v) Hospitalization with a discharge status of "left against med

ical advice";
(vi) Admission to an acute care hospital for clients assigned to 

the base APR DRG for rehabilitation, aftercare, and convalescence;
(vii) Same-day transfer to an acute care hospital for nonacute 

care (for example: Hospice care);
(viii) Malignancy and selected disorders or diseases with chemo

therapy or radiotherapy procedures (for example: Connective tissue or 
coagulation and platelet disorders); and

(ix) Out-of-state admission.
(5) Methodology to determine excess readmissions.
(a) The agency's analysis is based on the 3M™ Health Information 

Systems Potentially Preventable Readmissions Classification System un
der standard settings currently used by the agency.

(b) The following readmissions are excluded from the PPR analysis 
prior to processing the claims data through the PPR software:

(i) Enrollees in state-only programs;
(ii) Dually eligible medicare/medicaid enrollees;
(iii) Mental health and chemical dependency claims covered by the 

division of behavioral health and recovery (DBHR); and
(iv) Claims occurring at out-of-state, noncritical border hospi

tals.
(c) Nonqualifying admissions identified by the PPR software under 

standard settings are excluded from the determination of excess PPR 
chains.

(d) The following claims are also excluded from the determination 
of excess PPR chains:

[ 2 ] OTS-7772.2



(i) Trauma claims qualifying for supplemental payments for ap
proved trauma service centers under WAC 182-550-5450;

(ii) Newborn cases with the mother's patient information reported 
in the claim;

(iii) Newborn jaundice cases; and
(iv) Transplant diagnosis-related group (DRG) initial admissions 

or admissions within one hundred eighty days of a transplant DRG.
(e) The agency will prospectively apply a readmission reduction 

factor to inpatient rates for dates of service provided on January 1, 
2016, through ((June 30)) December 31, 2016, based on a PPR analysis 
consisting of the following claims data:

(i) PPR analysis will consist of fee-for-service (FFS) and man
aged care claims data, including claims denied under the legacy read
mission policy under WAC 182-550-3000, and excluding the claims de
scribed in (b) of this subsection.

(ii) PPR analysis claim services dates will consist of discharge 
dates within state fiscal year 2014 (July 1, 2013, through June 30, 
2014), with the following exceptions:

(A) PPR analysis will include PPRs with a discharge date after 
state fiscal year 2014 that were in a PPR chain with an initial admis
sion discharge date in state fiscal year 2014.

(B) PPR analysis will exclude PPRs with a discharge date in state 
fiscal year 2014 that were in a PPR chain with an initial admission 
discharge date before state fiscal year 2014.

(iii) A readmission reduction factor for each hospital is based 
on the hospital's excess readmission payments divided by the total 
DRG-based hospital inpatient payments in the PPR analysis.

(f) The agency will annually update the readmission reduction 
factors on ((July)) January 1st, starting on ((July 1, 2016)) January 
1, 2017, based on a PPR analysis consisting of the following claims 
data:

(i) PPR analysis will consist of FFS and managed care claims da
ta, including claims denied under the legacy readmission policy under 
WAC 182-550-3000, and excluding the claims described in (b) of this 
subsection.

(ii) PPR analysis claim services dates will consist of discharge 
dates within the ((calendar)) state fiscal year prior to the ((July)) 
January 1st effective date (for readmission reduction factors effec
tive ((July 1, 2016)) January 1, 2017, the PPR analysis will be based 
on claims with discharge dates in ((calendar year 2015)) state fiscal 
year 2016), with the following exceptions:

(A) PPR analysis will include PPRs with a discharge date after 
the ((calendar)) state fiscal year that were in a PPR chain where the 
initial admission discharge date was in the ((calendar)) state fiscal 
year.

(B) PPR analysis will exclude PPRs with a discharge date in the 
((calendar)) state fiscal year that were in a PPR chain where the ini
tial admission discharge date was before the ((calendar)) state fiscal 
year.

(iii) A readmission reduction factor for each hospital is based 
on the hospital's excess readmission payments divided by the total 
hospital inpatient payments in the PPR analysis.
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Note:    If any category is left blank, it will be calculated as zero. 
No descriptive text. 

 
Count by whole WAC sections only, from the WAC number through the history note. 

A section may be counted in more than one category.   

 
The number of sections adopted in order to comply with: 

 
Federal statute:  New        Amended        Repealed        

Federal rules or standards:  New        Amended        Repealed        

Recently enacted state statutes:  New        Amended        Repealed        

           

           

 
 
 
The number of sections adopted at the request of a nongovernmental entity: 
 

  New        Amended        Repealed        

 
 
 
 
 
The number of sections adopted in the agency’s own initiative: 
 

  New        Amended        Repealed        
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  New        Amended   1    Repealed        
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Negotiated rule making:  New        Amended   Repealed        

Pilot rule making:  New        Amended        Repealed        
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