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Centers for Medicare & Medicaid Services C M s

7500 Security Boulevard, Mail Stop 52-26-12
Baltimore, Maryland  21244-1850 CENTERS FOR MEDICARE & MEDICAID SERVICES
CENTER FOR MEDICAID & CHIP SERVICES

Financial Management Group

DEC 09 2015

Ms. Cynthia B. Jones, Director
Department of Medical Assistance Services
600 East Broad Street, #1300

Richmond, VA 23219

RE: State Plan Amendment 15-0009
Dear Ms. Jones:

We have completed our review of State Plan Amendment (SPA) 15-0009.. This SPA modifies
Attachments 4.19-A and 4.19D of Virginia’s Title XIX State Plan. Specifically, the SPA defines how
GME is calculated for newly qualified hospitals, implements a zero inflation factor for nursing
facility reimbursement for State Fiscal Year 2016, and amends the price-based PPS transition period
for nursing facilities meeting certain bed and occupancy criteria.

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 state plan amendment 15-0009 effective July 1, 2015. We are

enclosing 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 yours,

IS/

Kristin Fan
Director

Enclosures
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Attachment 4.19-A
: ' Page 9.1.1
STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of VIRGINIA

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES — INPATIENT SERVICES

ending in state fiscal year 1998 or as may be re-based in the future and provided to the public in
an agency guidance document. The per-resident amount for new qualifying facilities shall be
calculated from the most recently settled cost repott. This per-resident amount shall be calculated
by dividing a hospital's Medicaid allowable direct GME costs for the base period by its number
of interns and residents in the base period yielding the base amount.

E. The base amount shall be updated annually be the DRI-Virginia moving average values as
compiled and published by DRI-WEFA, Inc. (12 VAC30-70-351). The updated per-resident
amount will then be multiplied by the weighted number of full time equivalent (FTE) interns and
residents as reported on the annual cost report to determine the total Medicaid direct GME
amount allowable for each year. Payments for direct GME costs shall be made in estimated
quarterly lump sum amounts and settled at the hospital's fiscal year end based on the actual
number of FTE's reported in the cost reporting period. The total Medicaid direct GME allowable
amount shall be allocated to inpatient and outpatient services based on Medicaid's share of costs
under each part.

F. Direct medical education shall not be a reimbursable cost in freestanding psychiatric facilities
licensed as hospitals.

12 VAC 30-70-290. Repealed.
12 VAC 30-70-291. Payment for indirect medical education costs.

A. Hospitals shall be eligible to receive payments for indirect medical education. Out-of-state
cost reporting hospitals are eligible for this payment only if they have Virginia Medicaid
utilization in the base year of at least 12 percent of total Medicaid days. These payments
recognize the increased use of ancillary services associated with the educational process and the
higher case-mix intensity of teaching hospitals. The payments for indirect medical education
shall be made in estimated quarterly lump sum amounts and settled at the hospital's fiscal year
end. ’

B. Final payment for IME shall be determined as follows:

TN No. 15-009 Approval Datﬂ m__zgﬁ Effective Date _ 07-01-15
Supersedes '

TN No. 10-15




Supplement 1 to
Attachment 4.19-D
Page 26.3
STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State of VIRGINIA

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR LONG-TERM CARE

b. The initial base year for calculating the cost per day shall be cost reports ending in
calendar year 2011, The department shall rebase prices in fiscal year 2018 and every
three years thereafter using the most recent, reliable calendar year cost-seitled cost
reports for freestanding nursing facilities that have been completed as of September 1.
No adjustments will be made to the base year data for purposes of rate setting after that
date. ‘

c. Each nursing facility’s direct cost per day shall be neutralized by dividing the direct
cost per day by the raw Medicaid facility case-mix that corresponds to the base year by
facility.

d. Costs per day shall be inflated to the midpoint of the fiscal year rate period using the
moving average Virginia Nursing Home inflation index for the 4th quarter of each year
(the midpoint of the fiscal year). Costs in the 2011 base year shall be inflated from the
midpoint of the cost report year to the midpoint of fiscal year 2012 by pro-rating fiscal
year 2012 inflation and annual inflation after that. Annual inflation adjustments shall be
based on the last available report prior to the beginning of the fiscal year and corrected
for any revisions to prior year inflation. Effective July 1, 2015, through June 30, 2016,
the inflation adjustment for nursing facility operating rates shall be zero (0) percent.

e. Prices will be established for the following peer groups using a combination of
Medicare wage regions and Medicaid rural and bed size modifications based on similar
costs.

The following definitions shall apply to direct peer groups. The Northern Virginia peer
group shall be defined as localities in the Washington DC-MD-VA MSA as published by
the Centers for Medicare and Medicaid Services (CMS) for skilled nursing facility rates.
The Other MSA peer group includes localities in any MSA defined by CMS other than
the Northern Virginia MSA and non-MSA designations. The Rural peer groups are non-
MSA areas of the state divided into Northern and Southern Rural peer groups based on
drawing a line between the following points on the State of Virginia map with the
coordinates: 37.4203914 Latitude, -82.0201219 Longitude and 37.1223664 Latitude, -
76.3457773 Longitude.
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Supplement 1 to
Attachment 4.19-D
Page 26.6
STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State of VIRGINIA

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR LONG-TERM CARE

A. Transition. The department shall transition to the price-based methodology over a period
of four years, blending the adjusted price-based rate with the facility-specific case mix
neutral cost-based rate calculated according to 12 VAC 30-90-41 as if ceilings had been
rebased for fiscal year 2015. The cost-based rates are calculated using the 2011 base year
data, inflated to 2015 using the inflation methodology in 12 VAC 30-90-41 and adjusted
to state fiscal year 2015. In subsequent years of the transition, the cost-based rates shall
be increased by inflation described in this section.

1. Based on a four-year transition, the rate will be based on the following blend:

a. Fiscal year 2015 - 25 percent of the adjusted price-based rate and 75 percent of the
cost-based rate.

b. Fiscal year 2016 - 50 percent of the adjusted price-based rate and 50 percent of the
cost-based rate. '

c. Fiscal year 2017 - 75 percent of the adjusted price-based rate and 25 percent of the
cost-based rate. f

d. Fiscal year 2018 - 100 percent of the adjusted price-based (fully implemented).

2. During the first transition year for the period July 1, 2014 through October 31, 2014,
DMAS shall case-mix adjust each facility’s direct cost component of the rates using the
average facility case-mix from the two most recent finalized quarters (September and
December 2013) instead of adjusting this component claim by claim.

3. Cost-based rates to be used in the transition for facilities without cost data in the base
year but placed in service prior to July 1, 2013 shall be determined based on the most
recently settled cost data. If there is no settled cost report at the beginning of a fiscal year,
then 100 percent of the price-based rate shall be used for that fiscal year. Facilities placed
in service after June 30, 2013 shall be paid 100 percent of the price-based rate.

4, Effective July 1, 2015, nursing facilities whose licensed bed capacity decreased by at
least 30 beds after 2011 and whose occupancy increased from less than 70 percent in
2011 to more than 80 percent in 2013 shall be reimbursed the price-based operating rate
rather than the transition operating rate.
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