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

New York Regional Operations Group 

CENTERS FORMEDICARE & MEDICAID SERVICES 

CENTER FOR MEDICAID & CHIP SERVICES 

February 5, 2020 

Donna Frescatore 
Medicaid Director 
NYS Department of Health 
One Commerce Plaza 
Suite 1211 
Albany, NY 12210 

RE: State Plan Amendment (SP A) 18-0066 

Dear Ms. Frescatore: 

We have reviewed the proposed amendment to Attachment 4.19-A of your Medicaid State plan 
submitted under transmittal number 18-0066. This amendment increase general hospital psychiatric 
rates while also reducing state operated mental health facilities reimbursement to comply with the 
upper payment limit. The effective date is October 1, 2018. 

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 
implementing Federal regulations at 42 CFR 447 Subpart C. We have found that the proposed 
reimbursement methodology complies with applicable requirements and, therefore, have approved 
them with an effective date of October 1, 2018. We are enclosing the CMS-179 and the amended 
approved plan pages. 

If you have any questions, please call Charlene Holzbaur at (609) 882-4103 Extension 104. 

Sincerely, 

Kristin Fan 
Director 

cc: 
R. Weaver 
C. Holzbaur 
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Attachment 4,19~A 
Part II 

New York 
2 

A. Medicare Certified Psychiatric Centers (including Forensic Psychiatric Centers) 

1. [Inpatient routine and ancillary per diem cost shall be obtained from the Medicare 
final settled cost reports for the fiscal year ended March 31, 2002.] The inpatient rates 
effective on and after April 1. 2019 will use the inpatient routine and ancillary per diem 
costs obtained from the Medicare final settled cost reports (CMS 2552) for the fiscal year 
ended March 31, 2016. The inpatient rates will be rebased no less frequently than every 
six years using the most currently available Medicare final settled cost reports. The next 
such rebasing will occur no later than the state fiscal year beginning April 1, 2025. 
[Medicare final settlements are issued by OMH's Medicare Fiscal Intermediary following 
their review and audit of the Medicare cost reports submitted by OMH for each of the 
Medicare participating providers it operates.] 
2; Medicare final settlements are issued by the Centers for Medicare and Medicaid 
Services' Medicare Administrative Contractor (MAC) responsible for New York State 
following their review and audit of the Medicare cost reports submitted by OMH for each 
of the Medicare participating providers It operates. 
3. [2.]_Allowable inpatient cost [shall]~ be inclusive of capital cost and [shall] will be 
determined without consideration of the Medicare facility-specific target rate limits or the 
Medicare national 75

th
percentile caps under 42 CFR § 413.40. 

4. [3.] Allowable cost [shall] will Include the professional services of hospital-based 
physicians. The allowable cost of physicians services [shall] .will be determined subject to 
the Medicare reasonable compensation equivalent (RCE) limits under 42 CFR § 415.70. 
For purposes of applying this limitation the most recently issued RCE limits [shall] will be 
trended to the applicable rate year based upon the increase In the Consumer Price Index 
for All Urban Consumers (CPI-U). · 

B. Children's Psychiatric Centers 

Since the Children's Psychiatric Centers are not Medicare participating providers 
Medicare final settlements are not processed for these providers. As such, the allowable 
inpatient cost for these facilities [shall] .will be determined in accordance with the cost 
reporting and cost-finding methods developed by the Hospital industry as adopted by 
the Medicare (Title XVIII) and Medicaid (Tltle XIX) Programs. In determining those items 
of cost that [shall] will be determined to be allowable, Medicaid (Title XIX) laws, rules 
and regulations [shall] will be applied in accordance with paragraph III.A. below. 
Children's Psychiatric Center base year per diems will be updated in accordance with the 
same schedule aAd methodology as Medkare Certified Psychiatric Centers referenced 
under paragraph II. A. above. 

TN~-~#~1=8~M0=0=6=6_____ Approval Date February 5, 2020 

Effective Date October 1, 2018Supersedes TN #05-0051 



Attachment 4.19-A 
Part II . 

New York 
,3 

III. ADJUSTMENT$ FOR MEDICAID PURPOSES 

In determining the allowable base year operating per diem outlined under paragraph II 
above adjustments [shall] will be made to reflect the following: 

A. Differences in Medicare vs. Medicaid Covered Services 
The final Medicare inpatient payment rates as referenced under paragraph§ ILA. and 
II.B. above [shall] will be adjusted to exclude the costs of any services included therein 
which have been determined to be non"reimbursable under the Medicaid Program. In 
addition the costs associated with any services covered under New York State's Medicaid 
Program but not reimbursable under the Medicare program (e.g. dental services) [shall] 
will be added to determine Medicaid allowable costs. · 

J.v. TREND FACTOR 

A trend factor [shall] will be utilized in order to project the base year operating per 
diems as developed under paragraph.§ II and III above to the applicable rate year. This 
trend factor will be developed by compounding the applicable increases In the Medicare 
[RPL (rehabllltatlon, psychiatric and long-term care)] Inpatient Psychiatric Facflltles (IPF) 
market basket index between the base year and the rate year. In calculating the current 
year's rates the OMH [shall] will utilize estimates in instances where the actual increase 
in the [RPL] IPF market basket has 

Approval Date February 5, 2_020TN~-~#~1=8~-0;~0=6=6_______ 

Supersedes TN #05-0051 Effective Date October 1, 2018 



Attachment 4.19-A 
Part II 

New York 
4 

not yet been determined for any particular years between the base year and the rate 
year. Once the actual increases in the [RPL] IPF have been. determined the OMH will · 
Include an adjustment in the subsequent year's rate to compensate for any difference 
between the estimated and actual increases fn the [RPLJ IPF market basket. For 
purposes of this section the Medicare [RPL] IPF market basket index is that published by 
the Federal Centers for Medicare and Medicaid Services (CMS) for determining Medicare 
reimbursement to psychiatric hospitals under the inpatient psychiatric facilities 
prospective payment system (IPFs PPS). 

[V. ACCREDITATION ADJUSTMENT 

A per diem adjustment shall be .incorporated in the inpatient Medicaid rates for OMH 
facilities to account for additional costs incurred subsequent to the base year used to 
develop the operating per diem pursuant to paragraph II above in order to meet 
minimum Medicaid and Medicare facility accreditation requirements. In addition, this 
adjustment may include additional accreditation costs expected to be Incurred during 
the year for which the payment rates are being computed. For purposes of determining 
expected accreditation costs to be incurred during the rate year the Governor's 

· Exec~tlve Budget submission to the legislature shall be utilized.] 

[VII]~. VOLUME ADJUSTMENT 

A per diem adjustment wlll be incorporated in the inpatient Medicaid rates for OMH 
facilities to account for 

TN __~#-1.=8~·0=0=6=6_·_____ Approval Date February 5, 2020 

Effective Date October 1, 2018Supersedes TN #05-0051 



Attachment 4.19~A 
Part II 

New York 
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significant changes in costs due to significant changes in the number of patient days. 
The adjustment will be made only if the change in total inpatient days between the base 
year and the rate year exceeds two percent {2%). In calculating the rate adjustment, it 
will be recognized that all the facility's capital costs are fixed; Operating costs will be 
considered eighty percent (80%) fixed and twenty percent {20%) variable. Under this 
formula if days increase more than two percent {2%), the rate for the applicable rate 
category will be reduced to allow only twenty percent (20%) of the operating per diem 
for the additional days. Alternatively, Ifdays decrease over two percent (2%), the rate 
for the applicable rate category will be increased to allow eighty percent (80%) of the 
operating per diem for the lost days to be spread over the actual days for the rate · 
period. 

An estimated volume adjustment will be calculated and included in the rate 
calculation. The estimated volume adjustment will be calculated based upon the 
projected patient days for the upcoming rate year vs.. the actual patient days for the 
base year used to calculate the rates. Following the close of the rate year a comparison 
would be made between the projected days used in calculating the estimated volume 
adjustment and the actual days incurred for the rate year. The volume adjustment will 
then be recalculated to reflect the actual days for the rate year. The difference, jf [in] 
any, between the estimated volume adjustment and the final actual volume adjustment 
will be included as an [retroactive] adjustment in the rate for the following year. 

VI[IIl REDUCED PAYMENT FOR INAPPROPRIATE LEVEL OF CARE 

If it is determined by a utilization review commiltee that a Medicaid recipient no longer 
requires. psychiatric hospital services but must remain in the hospital because a 
medically necessary skilled nursing facility or intermediate care facility bed Is not 
available in the community C'alternate care day'1) and it is determined that the statewide 
rate of occupancy · 

TN __~#~1=8~-0=0=6=6,______ Approval Date February 5, 2020 

Supersedes TN #90-0017 -Effective Date October 1, 2018 



Attachment-4.19-A 
· Part XI 

New York 
S(b) 

VII. ADDITIONAL INPATIENT STATE PUBLIC HOSPITAL UPPER PAYMENT LIMIT 
(UPL) ADJUSTMENTS 

1. Effective for State UPL demonstrations for calendar year 2019 and after, if CMS 
determines that payments for inpatient hospital services provided by State government­
owned hospitals exceed the UPL, the State will remit such amount in excess of the UPL 
as follows: The State will process a lump sum reduction equivalent to the value of the 
UPL excess upon approval of the UPL. 

2. For the period beginning January 1, 2019 and each calendar year thereafter, the State 
will provide a supplemental payment for all inpatient services provided by State 
government-owned hospitals. The amount of the supplemental payment, when 
aggregated with other Medlcal assistance payments, will not exceed 100% of a 
reasonable estimate of the amount that would be paid for such services under Medicare 
payment principles for State government-owned hospitals. Such a supplemental 
payment will be allocated and paid to OMH-operated hospitals based on the 
proportlonate share of total base year Medicaid days used for the inpatient rate 
calculation and will be factored into facillty-specific Disproportionate Share (DSH) limit 
calculations. 

For the period January L 2019 through December 31, 2019. the supplemental payment 
will be $5,046,499 and will be payable as a one-time lump sum. · 

Approval Date February 5, 2020TN __~#~1=8~-0-0~6=6______ 

Effective Date October 1, 2018Supersedes TN __,N=e=w=------



New York 
117(d) 

8. Inpatient psychiatric seJVices provided in general hospitals, or distinct units ofgeneral hospitals, 
specializing in such inpatientpsychiatric seJVices, for patients admitted on and after October 20, 
2010, will be reimbursed on a per diem basis as follows: 

a. Reimbursement will use the All Patient Refined Diagnostic Related Group (APR-DRG) patient 
classification system. 

b. The operating component of the rate will·be a statewide price, calculated utilizing 2005 
Medicaid fee-for-service {FFS) inpatient costs developed using the ratio of cost to charges 
approach to determine c9sts and a regression model to price out various components of the 
costs to determine cost significance in such components. The components include patient age, 
rural designation, comorblditles, length of stay, and presence of mental retardation. The costs 
of these components as developed In the regression model were excluded In developing the · 
statewide price. 

i. The facility-specific old operating per diem rates were trended to 2010, and for each 
case, these rates were multiplied by the length of stay (LOS) to _calculate the "old 

·payment." 

ii. Facility-specific 2005 Direct Graduate Medical Education (DGME) costs were divided by 
2005 patient days to calculate DGME per diem rates. These rates were then trended to 
2010. 

iii. The 2010 payment rate for Electroconvulsive Therapy (ECT) was established as $281 
(based on the ECT rate in effect for Medicare psychiatric patients during the first half of 
2010). This rate was then adjusted by each facility's wage equalization factor (WEF). 

Iv. For eac(:i case, the proper DGME payment (DGME rate multiplied by the LOS) and ECT 
payment (WEF0adjusted ECT rate times the number of ECT treatments) was subtracted 
from the "old payments" to derive the "old payments subject to risk adjustment" 

v. For each case, a payment adjustment factor was derived based on the regression 
model, including the LOS adjustment _factor as defined by the new payment 

.methodology. 

vi. The sum of the old payments subject to risk adjustment from step Iv ($502,341,057), 
was divided by the sum of payment adjustment factors from step v ($831,319), which 
resulted in the statewide per diem rate of $604.27 as_of October 20, 2010. 

The current statewide per diem rate of $642.66 reflects the effect of restoring transition 
funds back into the statewide price pursuant to the Transition Fund Pool section of this 
Attachment. Effective October 1, 2018, the statewide price will be increased to $676.21. 

TN #18-0066 Approval Date February 5, 2020 

Supersedes TN #14-0029 Effective Date October 1, 2018 
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