Table of Contents

State/Territory Name: Colorado

State Plan Amendment (SPA) #:  CO-11-031
This file contains the following documents in the order listed:
1) Approval Letter

2) 179
3) Approved SPA Pages

TN: CO-11-031 Approval Dat 08/11/2011 Effective Date 07/01/2011



DEPARTMENT OF HEALTH & HUMAN SERVICES

Centers for Medicare & Medicaid Services CM 5
7500 Security Boulevard, Mail Stop 52-26-12

Baltimore, Maryland 21244-1850 " CENTERS for MEDICARE & MEDICAID SERVICES

Center for Medicaid , CHIP, and Survey & Certification

AUG 11 200

Ms. Barbara Prehmus

Colorado Department of Health Care
Policy & Financing

1570 Grant Street

Denver, CO 80203-1818

Re: Colorado 11-031
Dear Ms. Prehmus;

We have reviewed the proposed amendment to Attachment 4.19-A of your Medicaid State plan
submitted under transmittal number (TN) 11-031. Effective for services on or after J uly 1, 2011, this
amendment modifies the standard for establishing prospective payment rates for inpatient hospital
services by reflecting rate reductions.

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 11-031 is approved effective July 1, 2011. The CMS-179 and the amended plan
pages are attached.

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

Sincerely,

Cindy Mann
Director, CMCS
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TITLE XIX OF THE SOCIAL SECURITY ACT
MEDICAL ASSISTANCE PROGRAM
ATTACHMENT 4.19A
State of Colorado Page 4a

iv teporl the requesied days, ine days used shall be coilected from data pubiished by
the Colorado Hospital Association in its most recent annual report available on March
1 of each year. The CICP days shall be those reported in the most recently available
CICP Annual Report as of March 1 of each year.

Beginning July 1, 2011 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, 2010 Medicaid base rate decreased by three fourths of a percent.

Hospital specific Medicaid base rates are adjusted annually (rebased) and are
effective each July 1. Medicaid base rates will be made consistent with the level of
funds established and amended by the General Assembly, which is published in the
Long Bill and subsequent amendments each year. For instances where the General
Assembly appropriates a change in funding during the State Fiscal Year, the hospital
specific Medicaid base rates will be adjusted to allow for the change in funding.

Any changes 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 funds and rate setting methodology have been established, rate
letters will be distributed to providers qualified to receive the payment each fiscal
year.

Rate letters will document the Medicaid base rate and other relevant figures for the
specific provider so that providers may understand and independently calculate their
payment. Rate letters allow providers to dispute the payment on the basis that
payment was not calculated correctly given the established funds and rate setting
methodology.

9. Effective for inpatient hospital claims with discharge dates on or after October 1,
2009, Serious Reportable Events will not be used for Colorado Medicaid DRG
assignment when the condition was not present on admission. When applicable,
reimbursement to a hospital will be adjusted automatically or via retrospective
reviews.

AUG 11 20
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TITLE XIX OF THE SOCIAL SECURITY ACT
MEDICAL ASSISTANCE PROGRAM

ATTACHMENT 4.19A
State of Colorado Page 3

7. 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, 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 for which the rates are being calculated. Effective July 1, 2008 Budget
Neutrality is defined as a one and 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 for which the rates are being calculated. Effective July 1,
2009 Budget Neutrality is defined as two and two fifths 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 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 calculated. Effective December 1, 2009 Budget Neutrality is defined
as four 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 calculated. Effective July 1, 2010 Budget Neutrality is
defined as two and one twentieth 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 calculated. Effective July 1, 2011, Budget
Neutrality is defined as one and one half 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 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 from the hospital specific Medicare
base rate minus any Disproportionate Share Hospital factors. The hospital specific
Medicaid base rate will be calculated by modifying the Medicare base rate by a set
percentage equally to all PPS Hospitals, excluding Rehabilitation and Specialty-
Acute Hospitals. This percentage will be determined to maintain Budget Neutrality
for all PPS Hospitals, including Rehabilitation and Specialty-Acute Hospitals.
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TITLE XIX OF THE SOCIAL SECURITY ACT
MEDICAL ASSISTANCE PROGRAM
ATTACHMENT 4.19A
State of Colorado Page 4

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 are 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. The hospital specific Medicaid cost add-
ons will be an estimate of the cost per discharge 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 inpatient base rate for Denver Health Medical Center and
University of Colorado Hospital. These hospitals will receive reimbursement for
Graduate Medical Education costs through a direct payment as they qualify to receive
a State University Teaching Hospital payment as specified under this Attachment
4.19A.

Pediatric Specialty Hospitals will receive an adjustment factor of 0.4672 effective
July 1, 2011.

Effective July 1, 2008 Urban Center Safety Net Specialty Hospitals will receive their
hospital specific Medicare base rate adjusted by the percentage applied to all other
hospitals plus 10 percent to account for the specialty care provided. The percentage
applied to Urban Safety Net Hospitals’ starting 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 Medicaid days plus Colorado Indigent Care
Program (CICP) days relative to total days, rounded to the nearest percent, shall be
equal to or exceed sixty-seven percent. Medicaid and total days shall be Medicaid
eligible inpatient days and total inpatient days from the most recent survey requested
by the Department prior to March 1 of each year for July 1 rates. If the provider fails
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