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Robert Hoffman, Secretary

Agency of Human Services

State of Vermont -
103 South Main Street NOV 30 200
Waterbury, VT 05676-1201

RE: TN Vermont 10-007
Dear Mr. Hoffman:

We have reviewed the proposed amendment to Attachment 4.19-A of your Medicaid State plan submitted
under transmittal number (TN) 10-007. Effective July 1, 2010, this amendment revises the reimbursement
methodology for inpatient hospital services. Specifically, it increases base rates for inpatient hospital and
psychiatric services.

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(g) of the Social Security Act and the
implementing Federal regulations at 42 CFR 447 Subpart C. We are now ready to approve Medicaid State
plan amendment 10-007 effective July 1, 2010. We are enclosing the CMS-179 and the amended plan

pages.
If you have any questions, please call Novena James-Hailey at (617) 565-1291.

Sincerely,

R0,

indy Mann
Director (CMCS)

Enclosures:
cc: Susan Besio, Director, OVHA

bee: Richard McGreal, ARA, CMS Region 1
Joseph Barkas, Region ]
Irvin Rich, Region |
Tim Weidler, NIRT
Mark Cooley, NIRT
Official SPA File



TITLE X1X Attachment 4,19-A

State: Vermont Page 1¢-3
METHODS AND STANDARDS FOR ESTABLISHING - INPATIENT

HOSPITAL SERVICES (CONTINUED)

I1I. Payments Inpaticnt Hospital Services {Continued)

B. Discussion of Payment Components

1.

IN# __10-

Base Rates

The in-state Base Rate effective October 3. 2008 is based on claims with dates of
service from October 3. 2003 to September 30. 2007 from all in-state hospitals plus
Dartmouth-Hitchcock Medical Center. The cost values were assigned to each
hospital claim on a claim-by-claim basis using data from each hospital's Medicare
Cost Report. The cost report used 10 assign the cost for each claim was based on the
ending date of service of the claim.

Allowed charges on each detail line of the inpaticnt claim were multiplied by a
hospital-specific cost to charge ratio (CCR). The CCR assigned to each detail line is
based on the revenue code billed for the detail line. The mapping of revenue codes to
CCRs followed the principles that were described in the Medicare Inpatient
Prospective Payment System Final Rule for 2007 published in the Federal Register on
August 18. 2006.

The cost value of the claim is adjusted for inflation using Global Insight’s Health
Care Cost Review New CMS Hospital Prospective Reimbursement Market Basket
moving average factors. Claim costs are inflated to the mid-point of the rate year.

The in-state base rate was derived by first computing the average inflated cost per
case across all claims in the base period. This value is $6.870. Because of funding
limits imposed by the Vermont Legislature. the in-state Base Rate effective July 1.
2010 was reduced by 2.1% to $6.725.

(Continued)

Supersedes

TNH#  08-027 Approval Date:  NOV 30 200



FITLE XIX Attachment 4.19-A
State: Vermont Page 1¢-8

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES - INPATIENT

HOSPITAL SERVICES (CONTINUED)

IV. Special Payment Provisions (Continued)

C. Psychiatric DRG Cases for High-Volume Psychiatric Case Hospitals

In-state hospitals that had more than 10% of the Psychiatric DRG cases paid by DVHA in
2006 or who had a distinct part psychiatric unit in place prior to October 3. 2008 will be
paid for psychiatric cases under a DRG per diem methodology instead of a DRG per case
methodology using the formula shown in 111.A above.

The Psychiatric DRGs paid under this methodology are those Psychiatric DRGs as
assigned by the Grouper being utilized by DVHA. Effective October 3. 2008. this
included the following DRGs:

DRG 56: Degenerative Nervous System Disorders w MCC

DRG 57: Degenerative Nervous System Disorders w/o MCC

DRG 80: Nontraumatic Stupor and Coma w MCC

DRG 81: Nontraumatic Stupor and Coma wio MCC

DRG 876: OL.R. Provedure with Principal Diagnosis of Mental Hiness

DRG 877: Acute Adjustment Reaction & Psychosocial Dysfunction

DRG 881: Depressive Neuroses

DR 882: Neuroses Except Depressive

DRG 883: Disorders of Personality & Impulse Control

DRG 884: Organic Disturbances & Mental Retardation

DRG 885: Psychoses

DRG 886: Behavioral & Dexelopmental Disorders

DRG 887: Other Mental Disorder Diagnoses

DRG 894: Alcohol/Drug Abuse or Dependence, Left AMA

DRG 895: Aleohol/Drug Abuse or Depend. with Rehabilitation Therapy

DRG 896: Alcohol/Drug Abuse or Depend. w/o Rehabilitation Therapy w MCC
DRG 897: Alcohol/Drug Abuse or Depend. w/o Rehabilitation Therapy w/o MC(

On an ongoing basis, the factors applied representing the length of stay will be the same
as those utilized by Medicare in its Inpatient Psychiatric Prospective Payment System.
The factors applied are additive by length of stav.

Psychiatric base per diem rates were set to ensure that the payments for psychiatric cases
in the new payment system were comparable to the previous payment svstem. Effective
July 1. 2010. the Base Per Diem Rates are as follows:

For Institutions of Mental Disease (IMD):  $1.092 per diem
For all other eligible hospitals: $1.092 per diem

Supersedes
IN# _08-027 Approval Date:  NOV 30 207



TRANSMITTAL AND NOTINE OF APPROVA: OF
BTATE PLAN MATERIAL

R T A g Ry Y I RS S IR
\k
.
L ‘r
' '»
s 4
i
e

NVIEYS

Iao

ma' REGIONAL OFFICE USE ONLY

7 "DATE RECENVED.

1 18. DATE APPQOVE%?

1{-30-|0

PLAN APPROVED - ONE

COPY ATTACHED

"9 EFFECTIVE DATE OF APPROVED MATERIAL
- 12010

QOMMK. OFFICIAL:

21 TYPED NAME:
Williem Lasowsn

22._TmEe

<-:D .30\:\—\1 (D\re,CTO R\ (.)MCS

73 REMARKS

oty Foaox



OS Notification

State/Title/Plan Number: Vermont 10-007

Type of Action: SPA Approval —

Required Date for State Notification: December 14, 2010

Fiscal Impact: FY 2011 $12,916,000 FFP

FY 2012 $11,560,000 FFP

Number of Services Provided by Enhanced Coverage, Benefits or Retained
Enrollment: 0

Number of Potential Newly Eligible People: 0
Eligibility Simplification: No

Provider Payment Increase: Yes

Delivery System Innovation: No

Number of People Losing Medicaid Eligibility: 0
Reduces Benefits: No

Detail: Effective July 1, 2010, this amendment revises the reimbursement
methodology for inpatient hospital services. Specifically, it increases base
rates for inpatient hospital and psychiatric services. This increase is as a
result of an additional $20M appropriation from the Vermont
Legislature,

Other Considerations: CMS is satisfied that the State has met all the Federal
requirements. The upper payment limit demonstration
was acceptable. The State provided satisfactory
responses to the funding questions. We do not
recommend the Secretary contact the governor. This
OSN has been reviewed in the context of the ARRA and
approval of the OSN is not in violation of ARRA
provisions.

CMS Contact: Novena James-Hailey, (617) 565-1291



