Table of Contents
State Name: Virginia
State Plan Amendment (SPA) #: 11-007
This file contains the following documents in the order listed:

1) Approval Letter
2) CMS-179
3) Approved SPA Pages



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

7500 Security Boulevard, Mail Stop S2-26-12
Baltimore, Maryland 2 1850

Center for Madi~aid and CHIP Services

CENTERS for MEDICARE & MEDICAD SERVICES

Gregg A. Pane, MD, MPA

Director

Department of Medical Assistance Services
600 East Broad Street, Suite 1300
Richmond, VA 23219

RE: VA SPA 11-007

Dear Dr. Pane:

NOV 21 200

We have completed our review of State Plan Amendment (SPA) 11-007. This SPA modifies
Attachments 4.19-A and 4.19-D of Virginia’s Title XIX State Plan. Specifically, SPA 11-007
restores the 4% hospital adjustment factor reductions, as well as the incentive plan for long-stay
hospitals, and the 3% nursing facility operating rate reduction. VA SPA 11-007 also reduces the
operating rates for out-of-state hospitals by limiting reimbursement to the lesser of the home
state’s reimbursement or the statewide average of operating rates.

We conducted our review of this SPA according to the statutory requirements at sections
1902(a)(3), 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 approving Medicaid State plan amendment 11-
007 with an effective date of July 1, 2011. Enclosed are the HCFA-179 and the amended plan

If you have any questions, or require additional information, please call Gary Knight at (304)

pages.

347-5723.
Sincerely,
IS/
Cindy Mann

Director, CMCS

B .
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State of VIRGINIA

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES -
IN-PATIENT HOSPITAL CARE

) Prospective rates for each hospital shail be based upon the hospital's allowable
costs plus the escalator factor, or the appropriate ceilings, or charges; whichever
is lower. Except to eliminate costs that are found to be unallowable, no
retrospective adjustment shall be made to prospective rates.

D%Ecmnhgﬁ capital interest and education costs approved pursuant to PRM-15
), shall be considered as pass throughs and not of the calculation.

%@% Joost is 1r.ennbursed the percentage of allowable cost specified in

(5) An incentive plan should be established whereby a hospital will be paid on a sliding
scale, percentage for percentage, up to 10.5% of the difference between allowable
operating costs and the appropriate per diem group ceiling when the operating costs
are below the ceilings. The incentive should be calculated based on the annual cost
report. Effective for dates of service July 1, 2010 through September 30, 2010, the
incentive plan shall be eliminated.

(6) There shall be special consideration for exception to the median operating cost limits
in those instances where extensive neonatal care is provided.

) Disproportionate share hospitals defined.

The following criteria shall be met before a hospital is determined to be eligible
for a disproportionate share payment adjustment.

A. Criteria

1. A Medicaid inpatient utilization rate in excess of 10.5% for hospitals
receiving Medicaid payments m the Commonwealth, or a low-
income patient utilization rate exceeding 25% (as defined in the
Omnibus Budget Reconciliation Act of 1987 and as amended by the
Medicare Catastrophic Coverage Act of 1988); and

TN No.

Supersedes

TN No.

1107 Approval Date ___NDV 21 200 Effective Date
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07-01-11



Attachment 4.19-A
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State of VIRGINIA

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-INPATIENT
SERVICES

result in an expenditure for outlier operating payments equal to 5.1% of total operating
payments, including outlier operating payments, for DRG cases. The methodology described
in subsection A of this section shall be applied to all base year DRG cases on an aggregate
basis, and the amount of the outlier operating fixed loss threshold shall be calculated so as to
exbaust the available pool for outlier operating payments.

12 VAC 30-70-270. Repealed.

12 VAC 30-70-271. Payment for capital costs.

A. Inpatient capital costs shall be determined on an allowable cost basis and settled at the
hospital’s fiscal year end. Allowable cost shall be determined following the methodology
described in Supplement 3 (12 VAC 30-70-10 through 12 VAC 30-70-130).

B. For hospitals with fiscal years that are in progress and do not begin on July 1 inpatient
capital costs for the fiscal year in progress on those dates shall be apportioned in accordance with
subdivisions 1 through 6 of this subsection.

1. Inpatient capital costs apportioned before July 1, 2003, shall be settled at 100% of
allowable cost.

2. Effective July 1, 2003 through June 30, 2009, inpatient capital costs of Type One hospitals
shall be settled at 100% of allowable cost. Inpatient capital costs of Type Two hospitals shall be
settled at 80% of allowable cost.

3. Effective July 1, 2009 through June 30, 2010, inpatient capital costs of Type One hospitals
shall be settled at 100% of allowable cost. Inpatient capital costs of Type Two hospitals,
excluding hospitals with Virginia Medicaid utilization greater than 50%, shall be settled at 75%
of allowable cost. Inpatient capital costs of Type Two hospitals with Virginia Medicaid utilization
greater than 50% shall be settled at 80% of allowable cost.

4, Effective July 1, 2010 through September 30, 2010, inpatient capital costs of Type One
hospitals shall be settled at 97% of allowable costs. Inpatient capital costs of Type Two hospitals,
excluding hospitals with Virginia Medicaid utilization greater than 50%, shall be settled at 72%
of allowable cost. Inpatient capital costs of Type Two hospitals with Virginia Medicaid utilization
greater than 50% shall be settled at 77% of allowable cost.

TN No. 11-07 Approval Date NUV 21 201 Effective Date _ 07/01/11
Supersedes
TN No. 10-15 HCFA ID:



Attachment 4.19-A
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SEC ...[TY ACT

State of VIRGINIA
METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-INPATIENT SERVICES

1. Type One hospitals shall receive an IME payment equal to the hospital's Medicaid operating
reimbursement times ap IME percentage determined as follows:

IME Percentage for Type One Hospitals = [1.89 X ((1 + r)***-1)] X (IME Factor)

An IME factor shall be calculated for each Type One hospital and shall equal a factor that,
when used in the calculation of the IME percentage, shall canse the resulting IME payments to
equal what the IME payments would be with an IME factor of one, plus an amount equal to the
difference between operating payments using the adjustment factor specified in subdivision B 1
of 12VAC30-70-331 and operating payments using an adjustment factor of one in place of the
adjustment factor specified in subdivision B 1 of 12 VAC 30-70-331.

2. Type Two hospitals shall receive an IME paymeat equal to the hospital's Medicaid operating
reimbursement times an IME percentage determined as follows:

IME Percentage for Type Two Hospitals = [1.89 X ((1 + r)***-1)] X 0.5695

In both equations, r is the ratio of full-time equivalent residents to staffed beds, excluding
nursery beds, The IME payment shall be calculated each year using the most recent reliable data
regarding the number of full-time equivalent residents and the number of staffed beds, excluding
nursery beds.

C. An additional IME payment shall be made for inpatient hospital services provided to
Medicaid patients but reimbursed by capitated managed care providers. This payment shall be
equal to the hospital's hospital specific operating rate per case, as determined in 12VAC30-70-
311, times the hospital's HMO paid discharges times the hospital's IME percentage, as determined
in subsection B of this section.

D. An additional IME payment not to exceed $200,000 in total shall be apportioned among
Type Two hospitals excluding freestanding children’s hospitals with Medicaid NICU utilization.
in excess of 50 percent as reported to the Department of Medical Assistance Services as of March
1, 2004. These payments shall be apportioned based on each eligible hospital's percentage of
Medicaid NICU patient days relative to the total of these days among eligible hospitals as
reported by March 1, 2004, :

E. An additional IME not to exceed $500,000 in total shall be apportioned among Type Two
hospitals, excluding freestanding children’s hospitals, with Medicaid NICU days in excess of
4,500 as reported to the Department Medical Assistance Sexvices as of March 1, 2005, that do not
otherwise receive an additional IME payment under subsection D of this section. These
payments shall be total of these days among eligible hospitals as reported by March 1, 2003.

TNNo. 1107 ApprovilDats WOV 31 20W— Effective Date _7/1/11
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Attachment 4.19-A
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STA'.. PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State of VIRGINIA
METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-INPATIENT
SERVICES

2. For Type Two hospitals the adjustment factor shall be:
a. 0.7800 effective July 1, 2006 through June 30, 2010.
b. 0.7500 effective July 1, 2010 through September 30, 2010.
¢. 0.7800 effective October 1, 2010.

12VAC30-70-340. Repealed.
12 VAC 30-70-341. Statewide operating rate per day,

A. The statewide operating rate per day shall be equal to the base year standardized operating
costs per day, as determined in subsection B of 12 VAT 30-70-371, times the inflation values
specified in 12 VAC 30-70-351 times the adjustment factor specified in subsection B or C of
this section.

B. The adjustment factor for acute care rehabilitation cases shall be the one specified in
subsection B of 12 VAC 30-70-331.

C. The adjustment factor for acute care psychiatric cases for:

1. Type One hospitals shall be the one specified in subdivision B 1 of 12VAC30-70-331
times the factor in subdivision C2 of 12 VAC 30-70-341 divided by the factor in subdivision
B 2 of 12VAC30-70-331.

2. Type Two hospitals shall be:
a. 0.7800 effective July 1, 2006, through June 30, 2007.
b. 0.8400 effective July 1, 2007, through June 30, 2010.
c. 0.8100 effective July 1, 2010, through September 30, 2010.
d. 0.8400 effective October 1, 2010.

D. Effective July 1, 2009, for freestanding psychiatric facilities, the adjustment factor shall be
1.0000.

TN No. 1107 Approval Date “B ! 3 ] Effective Date __07/01/11

S
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