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DEPARTMENT OF HEALTH & HUMAN SERVICES 
Centers for Medicare & Medicaid Services 
7500 Security Boulevard, Mail Stop S2-26-12 
Baltimore, Maryland 21244-1850 

Center for Medicaid and CHIP Services 

Gregg A. Pane, MD, MP A 
Director 
Department of Medical Assistance Services 
600 East Broad Street, Suite 1300 
Richmond, VA 23219 

RE: VA SPA 11-007 

Dear Dr. Pane: 

CAIS/ 

NOV 112011 

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 ll-
007 with an effective date of July 1, 2011. Enclosed are the HCFA-179 and the amended plan 
pages. 

If you have any questions, or require additional information, please call Gary Knight at (304) 
347-5723. 

Sincerely, 

Director, CMCS 

Enclosures 

(b) (1) (A), (b)

(b) (1) (A), (b)



DEPARTMENT OF HEALTH AND HUMAN SERVICES 
CENTERS FOR MEDICARE & MEDICAID SERVICES 

TRANSMITTAL AND NOTICE OF APPROVAL OF 
STATE PLAN MATERIAL 

FOR: CENTERS FOR MEDICARE A MEDICAID SERVICES 

, v: REGIONAL ADMINISTRATOR 
CENTERS FOR MEDICARE & MEDICAJO SERVICES 
DEPARTMENT OF HEALTH AND HUMAN SERVICES 

5. TYPE OF PlAN MATERIAL (Ch8ck On8) 

1. TRANSMITTAL NUMBER 2. STATE 

[][] _lQJ ILJD I Virginia 

3. PROGRAM IDENTIFICATION: TITLE XIX OF THE SOCIAL 
SECURITY ACT (MEDICAID) 

4. PROPOSED EFFECTIVE DATE 

I July 1, 2011 

0 · NEW STATE PLAN 0 AMENDMENT TO BE CONSIDERED AS NEW PLAN IZI AMENDMENT 

COMPLETE BLOCKS 6 THRU 10 IF THIS IS AN AMENDMENT (SeparatB transmittal for each amendm8nt) 

6. FEDERAL STATUTE/REGULATION CITATION 

142 CFR Part 431 , et seq. 

8. PAGE NUMBER OF THE PLAN SECTION OR ATTACHMENT 

Suppl. 3 to Attach. 4.19-A, Page 4 of 15; 
Attach. 4.19-A, Pages 9, 10, 10.1, 12.1, 17 
and 17.1 of23; Attach. 4.19-D, Pages 17 and 
26.1 of61 

10. SUBJECT OF AMENDMENT 

!2011 Institutional Reimbursement Changes 

11. GOVERNOR'S REVIEW (Ch6ck One) 

0 GOVERNOR'S OFFICE REPORTED NO COMMENf1
1 

0 COMMENTS OF GOVERNOR'S OFFICE ENCLOSED 
[J NO REPLY RECEIVED WITHIN 45 DAY  OF SUBMITTAL 

7. FEDE~' BIIDGET IYPAC1 
a. FFY 2011 $ 13,676,397.00 

b. FFY 2012 . $ 41 ,029,191 .00 

9. PAGE NUMBER OF THE SUPERSEDED PLAN SECTION 
OR ATTACHMENT {If Appllcable) 

IZJ OTHER, AS SPECIAED 

Dept. of Medical Assistance Services 
600 East Broad Street, #1300 
Richmond VA 23219 

-
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Supplement 3 to 
Attachment 4.19-A 

Page4of15 
STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 

State ofvm..GJNIA 

METIIODS AND STANDARDS FOR ESTABLISillNG PAYMENT RATES -
IN-PATIENT HOSPITAL CARE 

( 4) Prospective rates for each hospital shall 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. 

Deoreciati~ papital interest and education costs approved pursuant to PRM-15 
(540~)1 sball be considered as pass throughs ana not P,Mt of the calculation. 

iuu cost is reimbursed the percentage of allowable cost specified in 
12 ACJ0-70-271. 

(5) An incentive plan should be establi~ 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 1he operating costs 
are below the ceilings. The incentive should be calculated based on the annual cost 
report. Effective for dates of service July I, 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. 

(7) 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 Medkaid inpatient utilization rate in excess of 10.5% for hospitals 
receiving Medicaid payments in the Commonwealth, or a low­
income patient utilization rate exceMing 25% (as defined in the 
Ommbus Budget Reconciliation Act of 1987 and as amended by the 
Medicare Camstrophic Coverage Act of 1988); and 

1NNo. 11-07 Approval Date NOV Z 1 2011 Effective Date 07-01-11 
Supersedes 
1N_No. 10-15 



Attachment 4.19-A 
Page 9 of23 

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACf 

State of VIRGINIA 
MEIDODS 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 
exhaust the available pool for outlier operating payments. 

12 V AC 30-70-270. Repealed. 

12 V AC 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 I through 6 of this subsection. 

1. Inpatient capital costs apportioned before July 1, 2003, shall be settled at 1000/o 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 800/o 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 500/e, 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 500/o, 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 NOV J I 2DII 
----''-'=--

Effective Date 07/01/11 
Supersedes 
lNNo. 10-15 HCFAID: 



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

State ofVIRGINIA 
MElliODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-INPATIENT SERVICES 

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

IME Percentage for Type One Hospitals= [1.89 X ((1 + rt·-405·1)] X (IME Factor) 

An IME fu:tor shall be calculated for each Type One hospitlll and shall equal a factor that, 
when nsed in the calculation of the IME percentage, shall cause the resulting IME payments to 
equal what the IME payments would be with an !ME factor of o~e. 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 a£ljustment 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 payment equal to the hospital's Medicaid operating 
reimbursement times an 1MB percentage determined as follows: 

IME Percentage for Type Two Hospitals= [1.89 X ((1 + r)0 
. .ws·l)] X 0.5695 

In both equationS, r is the ratio of full-time equivalent residents to staffed beds, excluding 
nUJ"Sery 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 dderminod in 12VAC30-7(}. 
311, times the hospital's HMO paid discharges times the hospital's IME percentage, as determined 
in subsection B of1his section. 

D. An additional 1MB payment not to exceed $200,000 in total shall be apportioned among 
Type Two hospitals excluding freestanding cbildren•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 1MB 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 Services 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. 

lNNo. 11-07 Approval Date NOV I 1 !Oft Effective Date 7/1/11 
Supcnedcs 
lNNo. 10-15 HCFAID: 



STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACf 

State ofVIRGINlA 

Attachment4.19-A 
Page 10.1 of23 

METIIODS AND STANDARDS FOR ESTABliSHING PA YMENf RATES-INPATIENT SERVICES 

12 VAC 30-70-300. Repealed. 

12 VAC 3~7~30,. Payment to disproportioaate share hospitals. 

A Payments to disproportionate share hospitals (DSH) shall be prospectively determined in 
advance of the state fiscal year to which they apply. The payments shall be made on a quarterly 
basis, shall be final. and shall not be subject to settlement except when necessary due to the limit 
in subsection D of this section. 

B. Hospitals qualifying under the 14% inpatient Medicaid utilization percentage shall receive a 
DSH payment based on the hospita:l's type and the hospital's Medicaid utilization percentage. 

1. Type One hospitals shall receive a DSH payment equal to: 

a. The sum of (i) the hospital's Medicaid utilization percentage in excess of 1 0.5%, times 17, 
times the hospital's Medicaid operating reimbursement, times 1.4433 and (ii) the hospital's 
Medicaid utilization percentage in excess of 2lo/o, times 17, times the hospital's Medicaid 
operating reimbursement, times 1.4433. 

b. Multiplied by the Type One hospital DSH Factor. The Type One hospital DSH factor shall 
equal a percentage that when applied to the DSH payment calculation yields a DSH payment 
equal to the total calculated using the methodology outlined in subdivision 1 a of this suh~tion 
using an adjustment factor of one in the calculation of operating payments rather than the 
adjustment factor specified in subdivision B 1 of 12VAC30-70-331. 

2. Type Two hospitals shall receive a DSH payment equal to the sum of (i) the hospital's 
Medicaid utilization pen:entage in excess of 10.5o/o, times the hospital's Medicaid operating 
reim.b~ times 1.2074 and (ii) the hospital's Medicaid utilization percentage in excess of 
21%, times the hospital's Medicaid operating reimbursement, times 1.2074. Out-of-state cost 
reporting hospitals with Virginia utilization in the base year of less than 12% of total Medicaid 
days shall receive 50% of the payment described in this subsection. 

C. Hospitals qualifying under the 25% low-income patient utilization rate shall receive a DSH 
payment based on the hospital's type and the hospital's low-income utilization rate. 

1. Type One hospitals shall receive a DSH payment equal to the product of the hospital's low­
income utilization in excess of 25%, times 17, times the hospital's Medicaid operating 
reimbursement 

'INNo. 11..07 Approval Date NDV lt2Dtt Effective Date 7/1111 
Supersedes 
1NNo. 10-15 HCFAID: 
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 

State ofVIRGINIA 
METHODS AND STANDARDS FOR EST ABLISIDNG PAYMENT RATES-INP AnENT 

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. 

c. 0.7800 effective October 1, 2010. 

12VAC30-70-340. Repealed. 

12 V AC 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 ofl2 VAC 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 
subsectionB 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 V AC 30-70-341 divided by the factor in subdivision 
B 2 of12VAC30-70-331. 

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 l, 2010. 

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

TNNo. 11-07 Approval Date ---- Effective Date 07/01111 
Supersedes 
TNNo. 10-15 
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT · 

Stm ofVJRGINIA 
::METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-INPATIENT SERVICES 

2. Starting July I, 1996, operating ceilings will be increased for inflation to the midpoint of the state 
fiscal year, not the hospital fiscal year. Inflation shall be based on the DRI-Virginia moving avenge 
value as compiled and published by DR.T/McGraw-Hill under contract with DMAS, increased by two 
percentage points per yem-. The most current table available prior to the effective date of the new rates 
shall be used. 

For services to be paid at SFY 1998 rates, per diem rates shall be adjusted consistent with the 
methodology for updating rates under the DRG methodology 12 VAC 30-70-351. 

3. 'Ih.ele ~ill be no disproportionate share hospital (DSH) per diem. 

4. To pay capital cost through claims, a hospital specific adjustment to 1he per diem rate will be made. At 
settlement of each hospital fiscal year, this per diem adjustment will be eliminated and capital shall be 
paid as a pass-through. 

5. This methodology slWl be used after the transition period to reimburse days of hospital stays with 
admission dates before July I, 1996. · 

6. This methodology shall be used aftrc the transition period to make interim payments until such time as 
the DRG payment methodology is operational 

12 VAC 30-70-410. State university teaching hospitals. 

For hospitals that were state owned teaching hospitals on Janwuy 1, 1996, all the calculations which 
support the determination of hospital specific rate pei case and rnte per day ammmts under the prospective 
payment methodology shall be carried out separately from other hospitals. using cost data taken only from 
state uniyersity teaching hospitals. Rates to be used shall be determined on the basis of cost report and other 
applicable data from the most recent year for which reliable data are available at the time of re-basing. 

12 V AC 30-70-420. Reimbursement of non-cost-reporting general acute care hospital providers. 

A. Effective July 1, 2000, non-cost-reporting (general a.c~ care hospitals that are not required to file cost 
. reports) shall be paid based on DRG rates unadjusted for geographic variation increased by the average 
capital percentage among hospitals filing cost reports in a recent year. Gmera1 acute care hospitals shall not 
file cost reports if they have less than 1,000 days per yeai- (in the most recent provider fiscal year) of 
inpatient utilization by Virginia Medicaid recipien1s, . inclusive of patients in mapaged care capitation 
programs. 

B. Effective July 1, 2011, out-of-state hospitals shall be reimbursed tho lesser ofthe amount reimbursed by 
1he Medicaid program in the facility's home state or the rate defined in the subsection A of this section. 

TNNo. 11-07 Approval Date tiJV t 1 t6\\ Effective Date 07/1111 
Supenedes 
TNNo. 02-02 HCFAID: 
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 

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

12 V AC 3~ 70-420. Reimbursement of non-coat-reporting general acute care hospital providers. 
(coatinued 

C. Prior approval must be received from DMAS when a referral has been made for treatment to be received 
from a non-participating acute care facility (in-state or out-of-state). Prior approval will be granted for 
inpatient hospital services provided out of state to a Medicaid recipient who is a resident of the state of 
Virginia under any one of the following conditions. h shall be the responsibility of the non-participating 
hospital. when requesting prior authorization for the admission of the Virginia resident to demonstrate that 
one of the following conditions exists in order to obtain authorization. Services provided out of state for 
circumstances other than these specified reasons shall not be covered. 

1. The medical services must be needed because of a medical emergency; 

2. Medical services must be needed and the recipient's health would be endangered if he were required to 
travel to his state of residence; 

3. The· state determines. on the basis of medical advice, that the needed medical services, or neceSSaJY 
supplementary resources, are more readily available in the other state; 

4. It is general practice for recipients in a particular locality to use medical resources in another state 
except in 1he case of an emergency because medical resources or supplementary resources are more 
readily available in another state. 

TNNo. 11-07 Approval nate _N_6_Y_Il 211 Effective Date 07/1111 
Supersedes 
TNNo. 02-02 HCFAID: 
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY Acr 

. State ofVIRGINIA 

METIIODS AND STANDARDS FORESTABLISIDNG PAYMENT RATES FORLONG­
TERMCARE 

TABLB 1 
R.S. MEANS COMMERCIAL CONSTRUCTION COST 

LOCATION FACTORS (2000) 

Zip Code Location Factor 

PRINCIPAL CITY 

220-221 Fairfax 0.90 
222 Arlington 0.90 
223 Alexandria 0.91 
224-225 Fredericksburg 0.85 
226 Wmchester 0.80 
227 0.80 
228 Harrisonburg 0.77 
229 Charlottesville 0.82 
230-232 Richmond 0.85 
233-235 Norfolk 0.82 
236 Newport News 0.82 
237 Portsmouth 0.81 
238 Petersburg 0.84 
239 Farmville 0.74 
240-241 Roanoke 0.77 
242 Bristol 0.75 
243 Pulaski 0.70 
244 Staunton 0.76 
245 Lyncbbmg 0.77 
246 Grundy 0.70 

"Ren1al rate" means for a prospective year a rate equal to two percentage points plus the yield 
on US Treasury Bonds with maturi1y over l 0 years, averaged over the most recent three 
calendar years for which data are available, as published by the Federal Reserve [(Federal 
Reserve Statistical Release H.IS Selected Interest Rates (www.Federalreserve.gov/releases/)]. 
The rate will be published and distributed to providers annually. Changes in the rental rate 
shall be effective for the providers' :fiscal year beginning on or after July 1•. Rental rates may 
not fall below 9% or exceed 11% and will be updated annually on or about July t• each year. 
Effective July 1, 2010, through September 30, 2010, the floor for the nursing facility rental 
rates may not fall below 8.75%. Effective October 1, 2010, through June 30, 2011, the floor for 
the nursing facility rental rates may not fall below 9.0%. Effective July 1, 2011, through June 
30, 2012, the floor for the nursing facility rental rates may not fall below 8.00/o. 

lNNo. 11-07 Approval Date ___ _ Effective Date 07/01/11 
Supersedes 
lNNo. 10-15 



STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 

State ofVIR.GINIA 

Attachment 4.19-D 
Page 26.1 of61 

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RA1ES FOR LONG-
1ERMCARE 

I. Public notice. To comply with the requirements of§ 1902(a)(28)(c) of the Social Security 
Act, DMAS shall make available to the public the data and methodology used in 
establishing Medicaid payment rates for nursing facilities. Copies may be obtained by 
request under the existing procedures of the Virginia Freedom of Information Act. 

J. Effective July 1, 2005, the total per diem payment to each nursing home shall be 
increased by $3 per day. This increase in the total per diem payment shall cease, 
effective July 1, 2006. Effective July 1, 2006, when cost data that include time period 
before July 1, 2005, are used to set facility specific rates, a portion of the $3.00 per day 
amount identified above, based on the percentage of patient days in the proVider's cost 
reporting period that fall before July 1, 2005, adjusted for appropriate inflation and 
multiplied times the providers' Medicaid utilization rate, shall be allocated to the facility 
specific direct and indirect cost per day prior to comparison to the ~ group ceilings. 
For purposes of this subsection, $1.68 of the $3.00 shall be considered diiect costs and 
$1.32 of the $3.00 shall be considered indirect costs. 

K.. Effective July 1, 2008, and enl,ling after June 30, 2010, the opera~g rate for nursing 
facilities shall be reduced by 1.329 percent. · 

L. Effective July 1, 2009, through June 30, 2010, there will be no inflation adjustment for 
nursing facility operating rates and ceilings and specialized care operating rates and 
ceilings. Exempt from this are government-owned nursing facilities with Medicaid 
utilization of 85% or greater in provider fiscal year 2007. 

·, 

M.. Effective July 1, 2010, through June 30, 2012, there shall be no inflation adjustment for 
nursing facility and specialized care operating rates. Nursing facility and specialized care 
ceilings shall be frozen at the same level as the ceilings for nursmg facilities with 
provider fiscal year ends of June 30, 2010. 

N. Effective July 1, 2010, through September 30, 2010, the operating nursing facilities shall 
be reduced 3 .00/o below the rates otherwise calculated. 

12V AC 30-90-41.1 Modifications to Nursing Facility Reimbursement Forinula.. 
Repealed. 

'INNo. 11-07 
Supenedes 

Approval Date NOV 11 2011 Effective Date 07/01111 

'INNo. 10-15 
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