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DEPARTMENT OF HEALTH & HUMAN SERVICES

Centers for Medicare & Medicaid Services 4r " S /
7500 Security Boulevard, Mail Stop S2 -26 -12 COMM fWMEnwcaffsAffave"S, PA75orBaltimore, Maryland 21244 -1850

Center for Medicaid and State Operations, CMSO

Dr. Sandeep Wadhwa, MD, MBA DEC 17 2009
Medicaid Director

Department of Health Care Policy
Financing

1570 Grant Street

Denver, CO 80203 -1818

Re: Colorado 09 -016

Dear Dr. Wadhwa:

We have reviewed the proposed amendment to Attachment 4.19 -A of your Medicaid State plan
submitted under transmittal number (TN) 09 -016. Effective for services on or after July 1, 2009,
this amendment modifies the specialty percentage adjustments for Pediatric Specialty Hospitals;
modifies the reimbursement methodology for Prospective Payment System (PPS) Rehabilitation
Hospitals and Specialty -Acute Hospitals; revises the definition of budget neutrality; and, denies
reimbursement for Serious Reportable Events not present on admission.

We conducted our review of your submittal according to the statutory requirements at sections
1902(a)(2), 1902(a)(13), 1902(a)(30), 1903(a) and 1923 of the Social Security Act (the Act) and
the regulations at 42 CFR 447 Subpart C. We are pleased to inform you that Medicaid State plan
amendment TN 09 -016 is approved effective July 1, 2009. The HCFA -179 and the amended
plan pages are attached.

If you have any questions, please call Christine Storey at (303) 844 -7044.

Sincerely,

Cindy Mann
Director

Center for Medicaid and State Operations
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1. TRANSMITTAL NUMBER: 2. STATE:

TRANSMITTAL AND NOTICE OF APPROVAL OF CO

STATE PLAN MATERIAL
09-016

3. PROGRAM IDENTIFICATION: TITLE XIX OF THE SOCIALFOR: HEALTHCARE FINANCING ADMINISTRATION
SECURITY ACT (MEDICAID)

TO: REGIONAL ADMINISTRATOR 4. PROPOSED EFFECTIVE DATE
HEALTH CARE FINANCING ADMINISTRATION
DEPARTMENT OF HEALTH AND HUMAN SERVICES 4u _ !y 11, 2009
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NEW STATE PLAN i AMENDMENT TO BE CONSIDERED AS A NEW PLAN X i AMENDMENT
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6. FEDERAL STATUTE/REGULATION CITATION: 7. FEDERAL BUDGET IMPACT:

a. FFY2009 04 $
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c. FFY 2011 S 9,444,136
8. PAGE NUMBER OF THE PLAN SECTION OR ATTACHMENT: 9. PAGE NUMBER OF THE SUPERSEDED PLAN
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Inpatient HospitalHospital Reimbursement Methodology

11. GOVERNOR'S REVIEW (Check One):

i GOVERNOR'SOFFICE REPORTED NO COMMENT iX OTHER AS SPECIFIED

Governor's letter dated 2
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NO REPLY RECEIVED WITHIN 45 DAYS OF SUBMITTAL
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TITLE XIX OF THE SOCIAL SECURITY ACT

MEDICAL ASSISTANCE, PROGRAM

ATTACHMENT 4.19A

State of Colorado Page 3

Budget Neutrality: Budget Neutrality for PPS hospitals is defined as no change in
the summation of estimated payments to the PPS Hospital providers between State
Fiscal Year 2003 and the State Fiscal Year for which the rates are being calculated.
The estimated hospital specific payments is calculated by using hospital specific
expected discharges, multiplied by the hospital specific average Medicaid case mix,
multiplied by the Medicaid base rate. Effective July 1, 2004 Budget Neutrality is
defined as a one percent decrease in the summation of estimated payments to the PPS
Hospital providers between State Fiscal Year 2003 and the State Fiscal Year for
which the rates are being =, calculat,d. ]affective July 1, 2005 Budget Neutrality is
defined as a four percent increase in the summation of estitated payments to the PPS
Hospital providers between State Fiscal Year 2003 and the State Fiscal Year for
which the rates are being calculated. F;Ifective April 1, 2006 Budget Neutrality is
defined as a four and a half percent increase in the summation of estimated payments
to the PPS Hospital providers between State Fiscal Year 2003 and the State Fiscal
Year for which the rates arc being calculated. Effective July 1, 2007 Budget
Neutrality is defined as a one and three fifths percent increase in the summation of
estimated payments to the PPS Hospital providers between State Fiscal Year 2003
and the State Fiscal Year ibr which the rates are being calculated. Effective July 1,
2008 Budget Neutrality is detned as a one «md two thirds percent increase in the
summation of estimated payments to the PPS Hospital providers between State Fiscal
Year 2003 and the State Fiscal Year ti)r which the rates are being calculated.
Effective July 1, 2009 Budget Neutrality is defined as two and two fifths percent
decrease in the SUmma6011 of estimated payments to the PPS Hospital providers
between State Fiscal Year 2003 and the State Fiscal Year for which the rates are

being calculated. Effective September 1, 2009 Budget Neutrality is defined as three
and nine tenths percent decrease in the summation of estimated payments to the PPS
Hospital providers between State Fiscal Year 2003 and the State Fiscal Year for
which the rates are being calculate(]. Effective December 1, 2009 Budget Neutrality is
defined as four and nine tenths percent decrease vi the summation of estimated
payments to the PPS 1-lospital providers between State Fiscal Year 2003 and the State
Fiscal Year for which the rates are toeing calculated.

8. Medicaid Base Rate or Base Rate: An estimated cost per Medicaid discharge.

For PPS Hospitals, excluding Rehabilitation and Specialty -Acute Hospitals, the
hospital specific Medicaid base rate is derived fi the hospital specific Medicare
base rate minus any f` iisproportioaate Share Hospital factors. The hospital specific
Medicaid base rate 'Nil] be calculated by modifying the Medicare base rate by a set
percentage equally to uil PP's hospitals, excluding Rehabilitation and Specialty -Acute

TN No. 09 -016

Supersedes Approval Date 1_ 2009 Effective Date 7/1/2009

TN No. 08 -013



TITLE XIX OF Ti IF SOCIAL SECURITY ACT

MI-DiC'AL ASSISTANCE. PROGRAM

ATTACHMENT 4.19A

State of Colorado Page 4

Hospitals. This percentage will be determined to maintain Budget Neutrality for all
PPS Hospitals, including Rehabilitation and Specialty -Acute Hospitals.

For Critical Access Hospitals, as defined by Medicare, and for those hospitals with
less than twenty -one Medicaid discharges in the previous fiscal year, the Medicaid
base rate used will be the average Medicaid base rate of their respective peer group,
excluding the Critical Access Hospitals and those hospitals with less than twenty
Medicaid discharges in the previous fiscal year.

Medicaid hospital specific cost add -ons Lire added to the adjusted Medicare base rate
to determine the Medicaid base rate. The Medicaid specific add -ons are calculated
from the most recently audited Medicare /'Medicaid cost report (CMS 2552) available
as of March 1 of each fiscal year. Ten percent of the Medicaid cost add -ons will be
applied to determine the Medicaid base rate. 'I he hospital specific Medicaid cost add -
ons will be an estimate of the cc ;st filer di amount for Nursery, Neo- Natal,
Intensive Care units, and Graduate Medical Education obtained directly from the
most recently audited Medicare Medicaid cost report. Ten percent of each of these
cost per discharge amounts Will be added on to the base rate.

Effective May 23, 2008, the Graduate Medical Education add -on will not be applied
directly to the Medicaid inpatien, base rate for Denver Health Medical Center and
University of Colorado Hospital. These Hospitals will receive reimbursement for
Graduate Medical Edtcation cost, L'i,rough a direct payment as they qualify to receive
a State University Teaching Ifospil;al paynt. as specified under this Attachment
4.19A.

Pediatric Specialty Hospitals ,. ,l' receive an adju-,tinent factor of0.88975 effective
July 1, 20019. Eft,cti Sei.temlicr i, 2009, Pediatric Specialty Hospitals will receive
an adjustment tactor of 0.8757 i. ;tli rtive December 1, 2009, Pediatric Specialty
Hospitals will receive an adjustment factor of'0.8665.

Effective July 1, 2008 Urban Censer Safety Net Specialty Hospitals will receive their
hospital specific Medicare base rate ac_ljusted `y the percentage applied to all other
hospitals plus 10 percent to ;accoutir tut the specialty care provided. The percentage
applied to Urban Safety `vct lospitals' staring point shall not exceed 100 percent.
Add -ons are included in the final rate. To qualify as an Urban Center Safety Net
Specialty Hospital, the urban Hospital's Mcd1c -.iic{ days plus Colorado Indigent Care
Program (C'ICP) clays rciawc to tot a jays, rc aidc,(.1 to the nearest percent, shall be
equal to or exceed sixty se,-eii ocrecra klcdic,ii. and total days shall be Medicaid
eligible inpatient da and total inpaticia days froni the most recent survey requested
by the Department prior to March I of each year thr July 1 rates. If the provider fails

TN No. 09 -016 j)F r 7 ?"009
Supersedes Approval Date _ Effective Date 7/

TN No. 08 -013



TITLE XIX OF THE SOCIAL SECURITY ACT

MEDICAL ASSISTANCE. PROGRAM

ATTACHMENT 4.19A

State of Colorado Page 4a

to report the requested days, the days used shall be collected from data published by
the Colorado hospital Association in its most recent annual report available on March
1 of each year. The CICP days shit] be those reported in the most recently available
C'ICP Annual Report as of March I of each year.

Beginning July 1, 2009 for PPS Rehabilitation and Specialty -Acute Hospitals
including acute rehabilitation centers that specialize in spinal cord and traumatic brain
injuries, the hospital specific Medicaid base rate will be equal to each hospital's July
1, 2008 Medicaid base rate decreased by two percent. Beginning September 1, 2009
for PPS Rehabilitation and Specialty -Acute hospitals including acute rehabilitation
centers that specialize in spinal cord and traumatic brain injuries, the hospital specific
Medicaid base rate will be egUA to each hospital's July 1, 2009 Medicaid base rate
decreased by one and a half percent. Beginning December 1, 2009 for PPS
Rehabilitation and Specialty - Acute: Hospitals including acute rehabilitation centers
that specialize in spinal cord and traumatic brain injuries, the hospital specific
Medicaid base rate will be equal to each hospital's September 1, 2009 Medicaid base
rate decreased by one percent.

Hospital specific Medicaid base rates are adjusted annually ( rebased) and are
effective each July 1. Medicaid 1r:s ; rates will be made consistent with the level of
funds established and amended by 'ihe General Assembly, which is published in the
Long Bid and subsequent atncudinents each year. For instances where the General
Asscmbiy appropriates a change in ti €nding Muting the State Fiscal Year, the hospital
specific Medicaid base rates will be adjusted to allow for the change in funding.

Any chringes to the rate setting methodology will be approved by the Medical
Services Board and the Centers for Medicare and Medicaid Services prior to
implementation. Once lunds autf rate setting methodology have been established, rate
letters will be distributed to providers qualified to receive the payment each fiscal
year.

Rate letters will docUtrient the Medicaid base rate and other relevant figures for the
specific provider so that prodders tray Understand and independently calculate their
payment. Rate letters allow prov loos to dispute the payment on the basis that
payment was riot calculated correctly given the established funds and rate setting
methodology.

Effective for impatient hospital claims with dl5cha :gc dates on or after October 1,
2009, Serious Reportable F%etits will not be used for Colorado Medicaid DRG
assignment when the : ondttio,l ,v,.; not present on admission. When applicable,
reimbursement to a hospital  ill be adjusted via retrospective reviews.

TN No. 09 -01
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TITL.17 XIX OF THE SOCIAL. SECURITY ACT
i jlY)ICAL.. /SISTANCE PR06RAM

Statc of'Colorado
ATTACHMF,NT 4.19A

Page 4b

These Serious Reportable Fvents will be published in the Department's website and
updated annually as needed:

a. Foreign object inadvertently left in patient after surgery;
b. Death /disability associated with intravascular air embolism;
c. Deadvdisability associated with incompatible blood;
d. Stage 3 or 4 pressure ulcer, after admission.

e. Hospital - acquired injuries: fractures. dislocations, intracranial injury,
crushing injury, burn and other unspecified effects of external causes;

f. Catheter- associated urwary tract infection:
g. Vascular catheter- as,o%.:iated infection:

L Mediastinitis afie cvroikary art.: ry b: p,.ss grail surgery:
i. Manifestations of poor glycemic control:
j. Surgical site infection following certain orthopedic procedures;
n. Surgical site infect;ou ioilow,ng bariatfic surgery for obesity; and
i. Veep Yein thron & pulmonary embolism following certain

orthopedic procedures.

10. Non - exempt hospitals sl aH not rcceiv; relmburseoient fior an inpatient stay where
the following occurred:

Surgety performM on 'hk: wrong body part:
b. Surgery pertur,ned on the wrong patieiit;
c. Wrong surgical procedure on a patient.

11. Exemp, hospitals arc. those hospital:,, wiIich arc designated by the Department to be
exempt frorn the 1)RO - cased pnuspe:,tive payiiwat system. The Department may
designate facilities as cxenlpr :,r non - exempt providers. Non - exempt providers shall
be reimbursed using the DRt_i -based pro >pective payment system (PPS). Exempt
hospitals will be paid a per diem 'of u;patir, r,: hospital services. As of July 1, 2003
free - standing psychiatric facilities shrill be the only exempt providers.

TN No. 09 -016
OFf 7 M09

Supersedes Approval Lute _ _ _ affective Date 7/1/200
TN No. New




