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State of Colorado 

TN No. 23-0042 Approval Date: 

Supersedes Effective Date 01/01/2024 
TN No. 23-0003 

Indirect Medical Education (IME) / Value Based Purchasing Adjustment (VBP) Factor / 
Readmission Adjustment Factor and Hospital Acquired Conditions (HAC) Reduction:   

1. For PPS hospitals, Operating IME% will be multiplied by Adjusted Operating
Federal Portion and the Capital IME% will be multiplied by the Adjusted Federal
Capital Rate. The VBP Adjustment Factor and Readmission Adjustment Factor
taken from CMS Final Rule Correcting Amendment Tables 16B and 15
respectively will be multiplied by the Adjusted Operating Federal Portion. The
Hospital Acquired Conditions Reduction taken from the most recent CMS.gov
Data Set as of January 1 will be applied against the Medicare Federal Base Rate
with Wage Index/GAF Adjustments.

2. For non-PPS hospitals, Operating & Capital IME % are not calculated in the CMS
corrected IMPACT File so the Department’s Contractor will compute their
Operating and Capital IME using the most recently available cost report as of
January 1 in rebasing years and will require that hospitals have a CMS approved
teaching program as detailed below in paragraphs 8.e.1-2.  The VBP Adjustment
Factor, Readmission Adjustment Factor and HAC Reduction will not be applied
to non-PPS hospitals since they are not calculated by CMS. The result of this
calculation in rebasing years will be posted for hospital stakeholder review to be
used as input into the rate model in rebasing years and can be found on the
Department website located at https://hcpf.colorado.gov/inpatient-hospital-
payment.

Effective January 1, 2024, for services meeting the criteria of selected Inpatient Hospital 
Physician Administered Drugs, as defined by the list of drugs included in the Colorado 
Department of Health Care Policy and Financing’s billing manual accessed through the 
Department’s web site, that would have otherwise been compensated through the DRG 
methodology, a hospital must submit a request for authorization to the Department prior to 
administration of the drug. If the request is approved and the drug is administered to the patient, 
then the hospital must submit an invoice showing the actual acquisition cost of the drug before 
payment will be rendered by the Department. The Department will pay the provider 97% of the 
net invoice cost. If a pediatric drug or therapy requires a treatment center to be certified or 
qualified by a drug manufacturer in order to administer the specialty drug and there is only one 
certified or qualified pediatric treatment center in Colorado, then the Department will pay the 
hospital 100% of net invoice cost. 

c. Mutually Exclusive Medicaid Add-ons:

Four Add-ons will be mutually exclusive and applied as a percentage against the Medicare Federal 
Base Rate w/Wage Index/GAF Adjustments as detailed below. 

1. Critical Access Hospital (CAH) Add-on will be set at 25% and is only open to those
hospitals categorized as CAH by Medicare,

2. Sole Community Hospital (SCH)/Medicare Dependent Hospital (MDH) will be set
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