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DEPARTMENT OF HEALTH & HUMAN SERVICES
Centers for Medicare & Medicaid Services '
7500 Security Boulevard, Mail Stop 52-26-12
Baltimore, Maryland 21244-1850

_,

N CENTERS FOR MEDICARE & MEDICALD SERVICES
CENTER FOR MEDICAID & CHIP SERVICES

JUN 30 2014

Ms. Julie Hamos, Director

Illinois Department of Healthcare and Family Services
Prescott E Bloom Building

201 South Grand Avenue East

Springfield IL 62763-0002

RE: Illinois State Plan Amendment (SPA) 13-011
Dear Ms. Hamos:

‘We have reviewed the proposed amendment to Attachment 4.19-A of your Medicaid State plan
submitted under transmittal number (TN) 13-011. Effective for inpatient hospital services on or
after July 1, 2013, this amendment clarifies how the potentially preventable readmissions (PPR)
policy will be implemented for state fiscal year (SFY) 2014 and each year thereafter. The PPR
policy establishes benchmarks for hospitals to measure and align payments to reduce potentially
preventable hospital readmissions, inpatient complications and unnecessary emergency room
visits.

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 and the
regulations at 42 CFR 447 Subpart C. We hereby inform you that Medicaid State plan
amendment 13-011 is approved effective July 1, 2013. We are enclosing the CMS-179 and the
amended plan pages.

If you have any questions, please contact Michelle Beasley at (312) 353-3746 or via email at
Michelle.Beasley@cms.hhs.gov.

Sincerely,

Cindy Mann
Director
Enclosure
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Attachment 4.19-A
Page 19

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State: Winois

METHODS AND STANDARDS FOR ESTABLISHING INPATIENT RATES FOR HOSPTIAL REIMBURSEMENT;
MEDICAL ASSISTANCE-GRANT (MAG) and MEDICAL ASSISTANCE-NO GRANT (MANG)

01/18 - 3. A determination under Section F.1 of this Chapter, if it is related to a pattern of
inappropriate admissions, length of stay and billing practices that has the effect of

circumventing the prospective payment.system, may result in actions specified in Section
A.2 of this Chapter.

01/13 4. Adjustments for Potentially Preventable Readmissions

For claims received on or after January 1, 2013, rates of payment to hospitals that have an
excess number of potentially preventable readmissions as defined in accordance with the
criteria set forth in this subsection, as determined by a risk adjusted comparison of the
actual and targeted number of potentially preventable readmissions in a hospital as
described below, shall be reduced as described below.

a. Potentially Preventable Readmission (PPR) Criteria,

i. A potentially preventable readmission is defined as an inpatient readmission
within 30 days of discharge that is clinically related to the initial admission, as
defined by the Potentially Preventable Readmission (PPR) software created and
maintained by the 3M Corporation, and meets all of the following criteria:

A. The readmission is potentially preventable by the provision of appropriate
care consistent with accepted standards, based on the 3M software, in the
prior discharge or during the post discharge follow-up period.

B. The readmission is for a condition or procedure related to the care during the

prior discharge or the care during the period immediately following the prior
discharge.

C. The readmission is to the same or to any other hospital.

ii. Admissions data, for the purposes of determining PPRs, excludes the following
circumstances:

A. The discharge was a patient initiated discharge and was against medical
advice and the circumstances of such discharge and readmission are
documented in the patient's medical record.

B. The admission was for the purpose of securing treatment for a major or
metastatic malignancy, multiple trauma, burns, neonatal and obstetrical
admissions, HIV, alcohol or drug detoxification, non-acute events
(rehabilitation admissions), or for hospitals defined in Chapter IL.C.4, with an
APR DRG code other than 740 through 760.

C. The admission was for an individual who was dually eligible for Medicare
and Medicaid, or was enrolled in a Managed Care Organization (MCO).

0713 D._Effective for state fiscal year 2014 and each vear thereafter. admissions for
children defined as less than the age of 19 that have i iagnosis at
discharge for behavio alth, Chil ed for an acute service, but
‘have a secondary diagnosis of behavioral health are still included in the
analysis, but the Pediatric/Behavioral Health Factor is applied.

TN # 13-011 Approvaldate: / / JUN 3 U zm l& Effective date:07/01/13
Supersedes
TN # 13-003
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State: Wlinois

METHODS AND STANDARDS FOR ESTABLISHING INPATIENT RATES FOR HOSPTIAL REIMBURSEMENT;
MEDICAL ASSISTANCE-GRANT (MAG) and MEDICAL ASSISTANCE-NO GRANT (MANG)

ili. Non-events are admissions to a non-acute care facility such as a nursing home or
an admission to an acute care hospital for non-acute care. Nonevents are ignored
and are not considered to be a readmission.

iv. Planned readmissions as defined by 3M's team of clinicians are accounted for in
the 3M PPR software as an "only admission” and are not considered to be a

readmission.
b. Methodology to Determine Excess Readmissions.
07/13 i. For State Fiscal Year 2013,

A%.The baseline to determining any rate adjustment for State fiscal year 2013 for
each hospital shall be based on each hospital's 2010 medical assistance paid

claims data for admissions that occurred between July 1, 2009, and June 30,
2010.

B2.The targeted rate of readmission for each hospital shall be adjusted by the
percent necessary to achieve a savings of at least $40 million in State fiscal

year 2013 for hospitals other than the "large public hospitals” defined in
Chapter XXI.

C3.Excess readmissions for each hospital shall be calculated by multiplying a
hospital's qualifying admissions by the difference between the actual rate of
PPRs and the targeted rate of PPRs. Each hospital’s targeted rate is
described at:

www2.illinois.gov/hfs/MedicalProvider/PPRReports/Pages/default.aspx

D4.In the event the actual rate of PPRs for a hospital is lower than the targeted
rate of PPRs, the excess number of readmissions shall be set at zero.

07/13 ii. For State Fiscal Year 2014 and thereafter,
A. The targeted rate of readmission for t Ye: 4 shall be based on
the inpatient hospital medical assistance services provided in the data year of
2011 for admissions that occurred between J 010 and June 30,2011.

The data vear will be updated one yéar for determining the targeted rate of
readmission for each Current Year thereafter.

e

The average statewide expected rate of readmission will be multiplied by .85
for acute services and .90 for behavioral health services. This multiplication
factor sets a goal that is specific to each hospital that lowers the target rate of
readmission rather than maintaining the statewide average.

. A Pedia{tric/Behavioral Health Factor is applied to those services provided at
a Tier I Pediatric Intensive Care Unit (PICU) to account for the higher PPR
rate igher acuit ildren

@]

TN # 13-011 Approval date: / / JUN 3 0 2014 Effective date:07/01/13
Supersedes

TN # 13-003



State: Hlinois

Attachment 4.19-A
Page 20A

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

METHODS AND STANDARDS FOR ESTABLISHING INPATIENT RATES FOR HOSPTIAL REIMBURSEMENT;
MEDICAL ASSISTANCE-GRANT (MAG) and MEDICAL ASSISTANCE-NO GRANT (MANG)

Q73

D. Excess readmissions for each hospital shall be calculated by subtracting the
actual number of PPR chains from the targeted number of PPR,

E. Inthe event the actual number of PPR chains for a hospital is lower than the
targeted number of PPR chains. the excess number of readmission shall be
set at zero, .

¢. Payment Reduction Calculation

i. For state fiscal year 2013, hHospitals with excess readmissions shall have their

inpatient rates reduced in proportion to the amount of such excess readmission,

as necessary to achieve annual savings of $40 million, through reduced payments

or cost avoidance attributable to the hospital. Payment Reduction Calculation

for State fiscal year 2013

A.#  Anaverage readmission payment per PPR chain for each hospital
shall be calculated by dividing the total medical assistance net
liability attributable to the readmissions associated with the
hospital's PPR chains (excluding the liability associated with the
initial admission) by the number of PPR chains for the hospital.

B.i= The total excess readmission payments shall equal the average
readmission payment per PPR chain, as determined in section ¢.i A
multiplied by the excess readmissions as determined in section
b.i.C.

C.i.  The total annual payment reduction for each hospital shall be the
lesser of the total excess readmission payments as determined
above not to exceed 7% of the hospitals inpatient claims payments.

For state fiscal vear 2014 and each year thereafter. hospitals with excess
readmissions hospitals will have one year to reduce their readmissions. After the
fiscal year is closed and all inpatient hospital data has been submitted to the
department and analysis will ed d ine if itals were able to
redu heirred ‘sio d oSt av ent penalty ©

pald to thedepartment m 12 egualmonthly payments begmnmg July 1, 2015, and
eac. r tnerearier.

A. An average readmission payment penalty per PPR chain for each hospital
shall be calculated by dividing the total medical assistance net liability
tmbutable 1o Qle readnussxonb assocxated wuh the hospltal’s PPR chains

of PPR chains for the hos pltal.,

TN # 13-011

Supersedes
TN # 13-003

Approval date: / / JUN 30 ZUM Effective date:07/01/13
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

METHODS AND STANDARDS FOR ESTABLISHING INPATIENT RATES FOR HOSPTIAL REIMBURSEMENT;
MEDICAL ASSISTANCE-GRANT (MAG) and MEDICAL ASSISTANCE-NO GRANT (MANG)

d

B. The total excess readmission payment penalty shall ggugl the average
eadmxssxon ayment per PPR cham as rmm d in ion ¢.ii.A.above

hospﬁalq mpanent paymen;s,
D. Priortoc llectn 0 f i w‘l ted of the

Once the Currem Yearn comnlete and allmnat_;egt hoggltal clanmg dat_zg has

been received and adjudicated e the artment wil ulate
the hospital’s Actual Rate of rea 's i i versi the PPR
software that was used to calculate the Base Year. A comparison of the Base
Year to the Current Year will be done to see if hospitals were able to reduce
their readmissions and their average cost per PPR chain

Definitions

"Qualifying Admission" shall mean the number of PPR chains plus the number of
"Only Admissions", but specifically excludes the admissions detsiled in 4.a.ii.of this
section.

"Actual Rate" shall mean the number of PPR chains for a hospital divided by the total
number of qualifying admissions for the hospital.

“Targeted Rate of Readmissions" shall mean a risk adjusted readmission rate for each
hospital that accounts for the severity of illness, APR-DRG, presence of behavioral
health issues, and age of patient at the time of discharge preceding the readmission.

“Tier I Pediatric Intensive Care Unit (PICU)” means a hogspital that is either
freestanding or has a Distinct Part Unit having pediatric trauma units and provides
two of the three following sets of procedures: pediatric transplants. Extracorporeal
Membrane Oxygenation (ECMO ), or complex pediatric cardiac surgeries.

“Pediatric/Behavioral Health Factor” means a factor that is a calculati { PPR for

both children and adult wi it i is of behavioral health.
This is a risk adiustment factor. This factor is multiplied by a hospitals’ ual Rate
of PPR at the service level bgfg;e it is compared to the statewide average rate of PPR
in orderto ¢ ate the hospi tual Rate o ission. rie
of factors that are calcula within each category there are three factors that are

calculated for a total of 9 factors. The categories include pediatric at a non Tier 1
PICU Facility. a pediatric at a Tier 1 PICU facility and an adult. Within each

TN # 13-011

Supersedes
TN # R

New

Approval date: / / JUN 30 ZUM Effective date:07/01/13
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

METHODS AND STANDARDS FOR ESTABLISHING INPATIENT RATES FOR HOSPTIAL REIMBURSEMENT;
MEDICAL ASSISTANCE-GRANT (MAG) and MEDICAL ASSISTANCE-NO GRANT (MANG)

category the three factor calculations include a primary diagnosis of non behavioral
health with no presence of behavioral health, a prim i is of non behavioral
health with a secondary diagnosis of behavioral health and a primary diagnosis of
behavioral health,

sed 1o calculate the statew1de average PPR rage Egch hoggnal’s Cugent Year is
ared to the Base Year ure the ital’s P nce ove) e,

‘ for hospitals to achieve their tar eted rate readmissi

“Data Year” means the most recent fully adjudicated claims data in_a state fiscal year
vailable to the w Iculate f readmission
and the targeted rate of readmission for each hospital,

10/98 G. Furnishing of Inpatient Hospital Services Directly or Under Other Arrangements

The applicable payments made under the PPS are payment in full for all inpatient hospital
services other than for the services of non-hospital-based physicians to individual
program participants and the services of certain hospital-based physicians as described in
Sections G.1.b.i.through G.1.b.v. of this Chapter.

TN # 13-011
Supersedes

TN # weee® W
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