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DEPARTMENT OF HEALTH & HUMAN SERVICES
Centers for Medicare & Medicaid Services

1600 Broadway, Suite 700

Denver, CO 80202-4967

CMS

CENTIRS FUR MEDICARE & MEDICAID MBVICES

Region VIII

December 17, 2014

Susan E. Birch, MBA, BSN, RN, Executive Director
Department of Health Care Policy & Financing

1570 Grant Street

Denver, CO 80203-1818

RE: Colorado #14-0045
Dear Ms. Birch:

We have reviewed the proposed State Plan Amendment (SPA) submitted under transmittal
number (TN) 14-0045. This amendment addresses reimbursement to specified government-
operated providers for costs of professional services. It is necessary due to a legal change in the
name of Memorial Health System, Colorado Springs to University of Colorado Health -
Memorial Health System.

Please be informed that this State Plan Amendment was approved today with an effective date of
July 1, 2014. We are enclosing the Summary Form (formerly the CMS-179) and the amended

plan page(s).

In order to track expenditures associated with this amendment, Colorado should follow the CMS-
64 reporting instructions outlined in Section 2500 of the State Medicaid Manual (SMM).

For those individuals whose expenditures qualify for the newly eligible federal medical
assistance percentage report on the Form CMS-64.9 VIII and those not enrolled in the new adult
group, claims should be reported on the Form CMS-64.9 Base.

This amendment would affect expenditures reported on Line 6-Outpatient Hospital Services -
Regular Payments.

If you have any questions concerning this amendment, please contact Curtis Volesky at
(303) 844-7033.

Sincerely,
/s/

Richard C. Allen
Associate Regional Administrator
Division for Medicaid & Children’s Health Operations

cc: Suzanne Brennan John Bartholomew
Max Salazar Barb Prehmus
Pat Connally
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TITLE XIX OF THE SOCIAL SECURITY ACT
MEDICAL ASSISTANCE PROGRAM

SUPPLEMENT TO ATTACHMENT 4.19-B

State of Colorado Page 1

REIMBURSEMENT TO SPECIFIED GOVERNMENT-OPERATED PROVIDERS

FOR COSTS OF PROFESSIONAL SERVICES

This segment of Attachment 4.19-B provides reimbursement to eligible government-operated
hospitals or the government entities with which they are affiliated (including affiliated
government-operated physician practice groups), for the uncompensated Medicaid costs of
providing physician and specified non-physician practitioner professional services to Medicaid
beneficiaries. Only the otherwise uncompensated costs of professional services not claimed by
the hospital as Medicaid inpatient hospital services, outpatient hospital services or government
operated clinic services set forth in other sections of Attachments 4.19A and 4.19-B, are eligible
for reimbursement under this segment of Attachment 4.19B.

Eligible professional costs are reported on the designated hospitals' CMS-2552-10 cost report.

A.

General Reimbursement Requirements

. The government-operated hospitals identified in Section B of this attachment, and the

government operated entities with which they are affiliated, including their affiliated
government-operated physician practice groups, are eligible providers that will receive
supplemental payments for the un-reimbursed Medicaid costs specified in Section C of
this attachment below.

. Eligible providers will receive Medicaid fee-schedule payments for professional services.

In addition, the eligible providers will receive supplemental payments up to cost as
specified in Section C of this attachment. The reimbursement under this segment of
Attachment 4.19-B is available only for Medicaid costs that are in excess of Medicaid fee
schedule payments.

. Notwithstanding any other provision of this State Plan, reimbursement for the otherwise

uncompensated costs of Medicaid services described in this segment of Attachment
4.19B, that are provided to Medicaid patients by physicians and non-physician
practitioners of government-operated hospitals or the government entities with which
they are affiliated, will be governed by this segment of Attachment 4.19-B.

. Professional costs incurred by freestanding clinics that are not recognized as hospital

outpatient departments on the CMS-2552-10 and are reimbursable as clinic costs are not
included in this protocol.

. The supplemental payments determined under this segment of Attachment 4.19-B will be

paid on an annual basis.

TN No. _14-045
Supersedes Approval Date 12/17/14 Effective Date _7/1/2014

TN No. _13-007



TITLE XIX OF THE SOCIAL SECURITY ACT
MEDICAL ASSISTANCE PROGRAM

SUPPLEMENT TO ATTACHMENT 4.19-B

State of Colorado Page 2

Eligible Providers

1. The physician and non-physician practitioner professional costs being addressed in this
protocol are limited to professional costs incurred by the governmental hospitals listed
below and their affiliated government physician practice groups (i.e., practice group that
is owned and operated by the same government entity that owns and operates the
hospital). These professional costs are reported on the designated hospitals' CMS-2552-

10 cost report.

Non-State Government-operated:

Denver Health Medical Center
University of Colorado Health — Memorial Health System

C. Reimbursement Methodology

This interim supplemental payment will approximate the difference between the fee-for-
service (FFS) payment and the allowable Medicaid costs related to the professional
component of physician or non-physician practitioner services eligible for Federal financial
participation. This computation of establishing the interim Medicaid supplemental payments
must be performed on an annual basis and in a manner consistent with the instructions below.

a. The professional component of physician costs are identified from each hospital’s
most recently filed CMS-2552-10 cost report Worksheet A-8-2, Column 4. These
professional costs are:

1.

2.

TN No. _ 14-045
Supersedes
TN No. __13-007

limited to allowable and auditable physician compensations that have been
incurred by the hospital;

for the professional, direct patient care furnished by the hospital’s
physicians in all applicable sites of service, including sites that are not
owned or operated by an affiliated government entity;

identified as professional costs on Worksheet A-8-2, Column 4 of the cost
report of the hospital claiming payment;

supported by a time study, accepted by Medicare for Worksheet A-8-2
reporting purposes, that identified the professional, direct patient care
activities of the physicians

removed from hospital costs on Worksheet A-8.

Approval Date 12/17/14 Effective Date _7/1/2014



b. The professional costs on Worksheet A-8-2, Column 4 are subject to further
adjustments and offsets, including any necessary adjustment to bring the costs in
line with the average rates paid to the provider by commercial payers. There will
be revenue offsets to account for revenues received for services furnished by such
professionals to non-patients (patients whom the hospital does not directly bill
for) and any other applicable non-patient care revenues that were not previously

TITLE XIX OF THE SOCIAL SECURITY ACT
MEDICAL ASSISTANCE PROGRAM

SUPPLEMENT TO ATTACHMENT 4.19-B

State of Colorado Page 3

offset or accounted for by the application of time study.

c. Reimbursement for other professional practitioner service costs that have also
been identified and removed from hospital costs on the CMS-2552-10 cost report.

The practitioner types to be included are:

Certified Registered Nurse Anesthetists
Physician Assistants

RN Clinical Nurse Specialists

RN Nurse Midwives

Supervisor, Nurse Midwives

RN Nurse Practitioners

Psychologists

Licensed Clinical Social Workers
Optometrists

d. To the extent these practitioners' professional compensation costs are not included
in Worksheet A-8-2, Column 4, but are removed from hospital costs through an

A-8 adjustment on the cost report, these costs may be recognized if they meet
the following criteria:

1.

TN No. _ 14-045
Supersedes
TN No. _13-007

the practitioners must engage in the direct provision of care in addition to
being Medicaid qualified practitioners for whom the services are billable
under Medicaid separate from hospital services;

for all non physician practitioners there must be an identifiable and
auditable data source by practitioner type;

a CMS-approved time study must be employed to allocate practitioner
compensation between clinical and non-clinical costs;

the clinical costs resulting from the CMS-approved time study are subject
to further adjustments and offsets, including adjustments to bring the costs
in line with average rates paid to the provider by commercial payers and
offset of revenues received for services furnished by such practioners to
non-patients (patients for whom the hospital does not directly bill for) and
other applicable non-patient care revenues that were not previously offset
or accounted for by the application of CMS-approved time study.

Approval Date _12/17/14 Effective Date _7/1/2014



TITLE XIX OF THE SOCIAL SECURITY ACT
MEDICAL ASSISTANCE PROGRAM

SUPPLEMENT TO ATTACHMENT 4.19-B

State of Colorado Page 4

The resulting net clinical non-physician practitioner compensation costs are
allowable costs for this section of Attachment 4.19-B. The compensation costs
for each non-physician practitioner type are identified separately.

Professional costs incurred for freestanding clinics (clinics that are not recognized
as hospital outpatient departments on the 2552) are separately reimbursable as
clinic costs and therefore should not be included in this protocol.

Hospitals may additionally include physician support staff compensation, data
processing, office and patient accounting costs as physician-related costs to the
extent that :

1. these costs are removed from hospital inpatient and outpatient costs because
they have been specifically identified as costs related to physician professional
services;

2. they are directly identified on Worksheet A-8 or Worksheet B, Part 1 as

adjustments to hospital costs;

they are otherwise allowable and auditable provider costs; and

4. they are further adjusted for any non-patient-care activities such as research
based on physician time studies.

et

If these are removed as A-8 adjustments to the hospital's general service cost
centers, these costs should be stepped down to the physician cost centers based on
the accumulated physician professional compensation costs. Other than the
physician and non-physician practitioner compensation costs and the A-8
physician-related adjustments discussed above, no other costs are allowed for the
purposes of this section of 4.19-B.

Total billed professional charges by cost center related to physician services are
identified from hospital records. Similarly, for each non-physician practitioner
type, the total billed professional charges are identified from hospital records.

A physician cost to charge ratio for each cost center is calculated by dividing the
total costs for each cost center as established in paragraphs a-f by the total billed
professional charges for each cost center as established in paragraph g. For each
non-physician practitioner type, a cost to charge ratio is calculated by dividing the
total costs for each practitioner type as established in paragraphs a-f by the total
billed professional charges for each practitioner type as established in paragraph

g.

TN No. _14-045

Supersedes

Approval Date_12/17/14 Effective Date _7/1/2014

TN No. _13-007



TITLE XIX OF THE SOCIAL SECURITY ACT
MEDICAL ASSISTANCE PROGRAM

SUPPLEMENT TO ATTACHMENT 4.19-B

State of Colorado Page s

The total professional charges for each cost center related to covered Medicaid
fee-for-service physician services, billed directly by the hospital, are identified
using paid claims data from the State's MMIS/claims system. Because the
MMIS/claims system is based on CPT codes and does not track claims on a cost
center basis, the total professional charges related to Medicaid fee-for-service
physician services must be allocated to the hospital cost centers using information
from the hospital’s billing system. These charges must be associated with paid
claims for services furnished during the period covered by the latest as-filed cost
report.

For each non-physician practitioner type, the covered Medicaid fee-for-service
professional charges, billed directly by the hospital, are identified using paid
claims data from State's MMIS/claims system. Because the MMIS/claims system
is based on CPT codes and may not track claims by non-physician practitioner
type, hospitals must map the charges to non-physician practitioner type using
information from their hospital billing systems. Each charge may only be mapped
to one practitioner type to prevent duplicate mapping and claiming. These charges
must be associated with paid claims for services furnished during the period
covered by the latest as-filed cost report.

The total Medicaid costs related to physician practitioner professional services are
determined for each cost center by multiplying total Medicaid fee-for-service
charges as established in paragraph i by the respective cost to charge ratio for the
cost center as established in paragraph h.

For each non-physician practitioner type, the total Medicaid costs related to non-
physician practitioner professional services are determined by multiplying total
Medicaid fee-for-service charges as established in paragraph i by the respective
cost to charge ratios as established in paragraph h.

The total Medicaid costs eligible for Medicaid supplemental payment are
determined by subtracting all Medicaid fee-for-service physician/practitioner
payments received from the Medicaid fee-for-service costs as established in
paragraph j. The amount of the Medicaid interim supplemental payment will be
based on the Medicaid fee schedule payments and costs for the period coinciding
with the latest as-filed cost report; the data sources for paid claims are from the
State’s MMIS/claims system and auditable provider records. All revenues
received (other than the Medicaid physician supplemental payments being
computed here in this section) for the Medicaid professional services will be

Approval Date _12/17/14 Effective Date _7/1/2014



TITLE XIX OF THE SOCIAL SECURITY ACT
MEDICAL ASSISTANCE PROGRAM

SUPPLEMENT TO ATTACHMENT 4.19-B

State of Colorado Page 6

offset against the computed cost; these revenues include payments from the State,
patient co-payments, and payments from other payers.

L. The Medicaid physician/practitioner amount computed in paragraph k above can
be trended to current year based on Market Basket update factor(s) or other
medical care-related indices as approved by CMS. The Medicaid amount may be
further adjusted to reflect increases and decreases in costs incurred resulting from
changes in operations or circumstances as follows:

(1).  Physician/practitioner  costs not reflected on the filed
physician/practitioner cost report from which the interim supplemental
payments are developed, but which would be incurred and reflected on the
physician/practitioner cost report for the spending year.

(2). Physician/practitioner costs incurred and reflected on the filed
physician/practitioner cost report from which the interim supplemental
payments are developed, but which would not be incurred or reflected on
the physician/practitioner cost report for the spending year.

Such costs must be properly documented by the hospital and subject to review by
the State and CMS. The result is the Medicaid physician/practitioner amount to be
used for interim Medicaid supplemental payment purposes.

D. Interim Reconciliation

The physician and non-physician practitioner interim supplemental payments determined
under Section C above which are paid for services furnished during the applicable
calendar year are reconciled to the as-filed CMS-2552-10 cost report for the same year
once the cost report has been filed with the State. If, at the end of the interim
reconciliation process, it is determined that a provider received an overpayment, the
overpayment will be properly credited to the federal government; if a provider was
underpaid, the provider will receive an adjusted payment amount. For purposes of this
reconciliation the same steps as outlined for the interim payment method are carried out
except as noted below:

1. For the determinations made under paragraphs a through h of Section C, the costs and
charges from the as-filed CMS-2552-10 cost report for the expenditure year are used.

2. For the determinations made under paragraph i of Section C, Medicaid fee-for-service
professional charges for covered services furnished during the applicable fiscal year are

TN No. __14-045
Supersedes Approval Date 12/17/14 Effective Date _7/1/2014
TN No. _ 13-007
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used and are identified using paid claims data from the State's MMIS/claims system.
Because the MMIS/claims system is based on CPT codes and does not track claims on a
cost center basis, the total professional charges related to Medicaid fee-for-service
physician services must be allocated to the hospital cost centers using information from
the hospital’s billing system. These charges must be associated with paid claims for
services furnished during the applicable fiscal year covered by the as-filed cost report for
the same fiscal year.

. For the determinations made under paragraph k of Section C, Medicaid fee-for-service

payments for professional services furnished during the applicable fiscal year from the
State’s MMIS/claims system are used. All revenues received (other than the Medicaid
physician supplemental payments being computed here in this section) for the Medicaid
professional services will be offset against the computed cost; these revenues include
payments from the State, patient co-payments, and payments from other payers.

Final Reconciliation

Once the CMS-2552-10 cost report for the expenditure year has been finalized by the
State, a reconciliation of the finalized costs to all Medicaid payments made for the same
period will be carried out, including adjustments for overpayments and underpayments if
necessary. The same method as described for the interim reconciliation will be used
except that the finalized CMS-2552-10 cost amounts and updated Medicaid data will be
substituted as appropriate. If, at the end of the final reconciliation process, it is
determined that a hospital received an overpayment, the overpayment will be properly
credited to the federal government. The final reconciliation adjustments will be made
within one year of the date the cost report for the expenditure year is finalized.

14-045

Supersedes Approval Date 12/17/14 Effective Date _7/1/2014
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