
 

 Janet Vestal Kelly 

 Secretary of Health and Human Resources 

Patrick Henry Building • 1111 East Broad • Richmond, Virginia 23219 

(804) 786-2211 • TTY (800) 828-1120 

www.governor.virginia.gov 

 

August 26, 2024 

 

 

Todd McMillion 

Director 

Department of Health and Human Services 

Centers for Medicare and Medicaid Services 

233 North Michigan Ave., Suite 600 

Chicago, Illinois 60601 

 

Dear Mr. McMillion: 

 

Attached for your review and approval is amendment 24-0017, entitled “2024 Institutional 

Provider Reimbursement Changes” to the Plan for Medical Assistance for the Commonwealth. I 

request that your office approve this change as quickly as possible. 

 

Sincerely, 

 

 
Janet V. Kelly 

 

 

 

Attachment 

cc: Cheryl J. Roberts, Director, Department of Medical Assistance Services 

      CMS, Region III 
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COMMONWEALTH of VIRGINIA 
CHERYL J. ROBERTS Department of Medical Assistance Services SUITE 1300 
DIRECTOR 600 EAST BROAD STREET 

RICHMOND, VA 23219 
 804/786-7933 

800/343-0634 (TDD) 
 www.dmas.virginia.gov 

August 7, 2024 
 

SUBJECT: Notice of Opportunity for Tribal Comment – State Plan Amendment related to 
2024 Institutional Provider Reimbursement Changes. 

 
Dear Tribal Leader and Indian Health Programs: 

 
This letter is to notify you that the Department of Medical Assistance Services (DMAS) is planning 
to amend the Virginia State Plan for Medical Assistance with the Centers for Medicare and Medicaid 
Services (CMS). Specifically, DMAS is providing you notice about                         a State Plan Amendment (SPA) 
that the Agency will file with CMS to make the following institutional (inpatient) changes arising out 
of the 2024 Appropriations Act:   

 
• In accordance with Item 288.HH.5, the state plan is being amended to revise reimbursement 

methodologies for Psychiatric Residential Treatment Facilities (PRTFs) rates to implement 
inflation increases for each fiscal year to be effective July 1, 2024. Inflation rates shall be tied to 
the Nursing Facility Moving Average as established by IHS Markit (or its successor). The most 
recent four quarters will be averaged to create the PRTF inflation rate.  

 
• In accordance with Item 288.PP.2, the state plan is being revised to make hospital supplemental 

payments for freestanding children’s hospitals with greater than 50 percent Medicaid utilization in 
2009 to replace payments that have been reduced due to the federal regulation on the definition of 
uncompensated care costs effective June 2, 2017 equal the greater of what would have been paid 
to the freestanding children’s hospitals under the current uncompensated care formula or 
$16,000,000 annually, the average due by formula prior to Medicaid expansion without regard to 
the uncompensated care cost limit.  

 
This SPA will also correct language to be consistent with current DMAS policies and regulations.  
Specifically, the state plan is being revised to remove two phrases that pertain to adjustment factors 
for Type Two hospitals that were not authorized by the Virginia General Assembly or approved by 
CMS for addition to the state plan.   

 
We realize that the changes in this SPA may impact Medicaid members and providers, including 
tribal members and providers.  Therefore, we encourage you to let us know if you have any 
comments or questions.  The tribal comment period for this SPA is open through September 6, 2024. 
You may submit           your comments directly to Meredith Lee, DMAS Policy Division, by phone (804) 
371-0552, or via email: Meredith.Lee@dmas.virginia.gov. Finally, if you prefer regular  mail you 
may send your comments or questions to: 
 
 
 

http://www.dmas.virginia.gov/


 
Virginia Department of Medical Assistance Services  

  Attn: Meredith Lee 
600 East Broad Street 
Richmond, VA 23219 

 
Please forward this information to any interested party. 

 
 
 Sincerely, 
 
 
 
 Cheryl J. Roberts, JD 
 Director 
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Attachment 4.19-A 

Page 12.1 

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 

State of VIRGINIA 

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-INPATIENT SERVICES 
 

 

For Type Two hospitals the adjustment factor shall be: 

a. 0.7800 effective July I, 2006 through June 30, 2010. 

b. 0.7500 effective July l, 2010 through September 30, 2010. 

c. 0.7800 effective October I1, 2010 through June 30, 2011. 

C. For critical access hospitals, the operating rates hall be increased by using an adjustment factor of 1.0, 
effective July I, 2019. 

 

12VAC30-70-340. Repealed. 

12 VAC 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 of 12 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 subsection B of 12 
VAC30-70-331. 

C. The adjustment factor for acute care psychiatric cases for: 

I. Type One hospitals shall be the one specified in subdivision BI of 12VAC30-70-33 l times the factor in 
subdivision C2of 12VAC30-70-341 divided by the factor in subdivision B 2of 12VAC30-70-331. 

2. Type Two hospitals shall be: 

a. 0.7800 effective July l, 2006, throughJune30, 2007. 

b. 0.8400 effective July l, 2007, through June30, 2010. 

c. 0.8100 effective July l, 2010, through September 30, 2010. 

d. 0.8400 effective October l, 2010, through September 30,2010. 

3. Effective July I, 2019, for critical access hospitals, the inpatient operating rate per day shall be 
increased using an adjustment factor or percent of cost reimbursement equal to I00%. 

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

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

TN No.  19-007  Approval Date  09/19/19  Effective Date  07/01/19  

Supersedes 

TN No.  11-07  : 



 

 

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 

State of VIRGINIA 

Attachment 4.19-A 

Page 17.2 

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-INPATIENT SERVICES 

 

D. Effective July 1, 2014, services provided under arrangement, as defined in 12 VAC 30-50- 130(B)(6)(c), 

shall be reimbursed directly by DMAS according to the reimbursement methodology prescribed for these 

providers in 12 VAC 30-80, to a provider of services under arrangement if all of the following are met: 

1. The services provided under arrangement are included in the active written treatment plan of care 

developed and signed as described in section 12 VAC 30-130-890 and 

2. The services provided under arrangement are arranged and overseen by the residential treatment facility 

treatment team through a written referral to a Medicaid enrolled provider that is either an employee of the 

residential treatment facility or under contract for services provided under arrangement. 

 

E. Effective July 1, 2021, per diem rates paid to Virginia-based psychiatric residential treatment facilities will 

be revised using the provider’s audited cost per day from the facility’s cost report to provider fiscal years ending 

in state fiscal year 2018. New Virginia-based residential psychiatric facilities must submit proforma cost report 

data, which will be used to set the initial per diem rate for up to two years. After this period, the department 

shall establish a per diem rate based on an audited cost report for a 12-month period within the first two years 

of operation. Virginia-based residential psychiatric facilities that do not submit cost reports shall be paid at 75 

percent of the established rate ceiling. If necessary to enroll out-of-state providers for network adequacy, the 

department shall negotiate rates with the provider and establish a single-case agreement. If there is sufficient 

utilization, the department may require out-of-state providers to submit a cost report to establish a per diem rate. 

In-state and out-of-state provider per diem rates shall be subject to a ceiling based on the statewide weighted 

average cost per day from fiscal year 2018 cost reports. 

 

DMAS shall establish rebasing of PRTF rates every three years. The first rebasing of rates shall take effect July 

1, 2023. All PRTF and Addiction and Rehabilitation Treatment Services (ARTS) providers who offer 

qualifying services under 12VAC30-70-418(C) shall be required to submit cost reports as a part of rebasing. 

Out of state providers with more than 1,500 paid days for Virginia Medicaid members in the most recently 

completed state fiscal year shall also be required to submit a cost report. A rate ceiling shall be established 

based on a statewide weighted average cost per day. Rate ceilings shall be established independently for PRTFs 

and participating ARTS residential services. 

DMAS shall also establish inflation increases for each non-rebasing fiscal year for both PRTF and qualifying 

ARTS providers. Effective July 1, 2024, the department shall implement inflation increases for each fiscal year 

(rebasing and non-rebasing fiscal years) for PRTF providers. Inflation rates shall be tied to the Nursing Facility 

Moving Average as established by IHS Markit (or its successor). The most recent four quarters will be averaged 

to create the PRTF inflation rate. 

Effective July 1, 2022, the department shall adjust PRTF rates by 8.89% to account for inflation since the last 

audited cost report of fiscal year 2018. The rate ceiling shall increase to $460.89 per day. 

 

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

A. Effective July 1, 2000, non-cost-reporting (general acute 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. General acute care hospitals shall not file cost 

reports if they have less than 1,000 days per year (in the most recent provider fiscal year) ofinpatient 

utilization by Virginia Medicaid recipients, inclusive of patients in managed care capitation programs. 

B. Effective July 1, 2011, out-of-state hospitals shall be reimbursed the lesser of the amount reimbursed by the 

Medicaid program in the facility's home state or the rate defined in the subsection A of this section. 
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Supplemental Payments for Freestanding Children’s Hospitals (12VAC 30-70-427) 

 

Effective May 15, 2021, freestanding children's hospitals with greater than 50 percent Medicaid utilization in 

2009 will receive additional hospital supplemental payments equal to what would have been paid under the 

disproportionate share hospital (DSH) formula in effect prior to June 2, 2017, without regard to the 

uncompensated care cost limit.  

 

Effective July 1, 2024, these payments shall equal the greater of what would have been paid to the freestanding 

children’s hospitals with greater than 50 percent Medicaid utilization in 2009 under the current disproportionate 

share hospital (DSH) formula or $16,000,000 annually, the average DSH that the freestanding children's 

hospital was due by formula prior to Medicaid expansion without regard to the uncompensated care cost limit. 

 

These additional hospital supplemental payments shall take precedence over supplemental payments for 

private acute care hospitals. If the federal regulation is voided, DMAS shall continue DSH payments to 

the impacted hospitals and adjust the additional hospital supplemental payments authorized in this paragraph 

accordingly. The department shall have the authority to implement these changes effective May 15, 2021, and 

prior to completion of any regulatory action to effect such changes. 
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For Type Two hospitals the adjustment factor shall be: 

a. 0.7800 effective July I, 2006 through June 30, 2010. 

b. 0.7500 effective July l, 2010 through September 30, 2010. 

c. 0.7800 effective October 1, 2010. 

C. For critical access hospitals, the operating rates hall be increased by using an adjustment factor of 1.0, 
effective July I, 2019. 

 

12VAC30-70-340. Repealed. 

12 VAC 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 of 12 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 subsection B of 12 
VAC30-70-331. 

C. The adjustment factor for acute care psychiatric cases for: 

I. Type One hospitals shall be the one specified in subdivision BI of 12VAC30-70-33 l times the factor in 
subdivision C2of 12VAC30-70-341 divided by the factor in subdivision B 2of 12VAC30-70-331. 

2. Type Two hospitals shall be: 

a. 0.7800 effective July l, 2006, throughJune30, 2007. 

b. 0.8400 effective July l, 2007, through June30, 2010. 

c. 0.8100 effective July l, 2010, through September 30, 2010. 

d. 0.8400 effective October l, 2010. 

3. Effective July I, 2019, for critical access hospitals, the inpatient operating rate per day shall be 
increased using an adjustment factor or percent of cost reimbursement equal to I00%. 

D. Effective July l, 2009, for freestanding psychiatric facilities, the adjustment factor shall be 1.0000. 
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D. Effective July 1, 2014, services provided under arrangement, as defined in 12 VAC 30-50- 130(B)(6)(c), 

shall be reimbursed directly by DMAS according to the reimbursement methodology prescribed for these 

providers in 12 VAC 30-80, to a provider of services under arrangement if all of the following are met: 

1. The services provided under arrangement are included in the active written treatment plan of care 

developed and signed as described in section 12 VAC 30-130-890 and 

2. The services provided under arrangement are arranged and overseen by the residential treatment facility 

treatment team through a written referral to a Medicaid enrolled provider that is either an employee of the 

residential treatment facility or under contract for services provided under arrangement. 

 

E. Effective July 1, 2021, per diem rates paid to Virginia-based psychiatric residential treatment facilities will 

be revised using the provider’s audited cost per day from the facility’s cost report to provider fiscal years ending 

in state fiscal year 2018. New Virginia-based residential psychiatric facilities must submit proforma cost report 

data, which will be used to set the initial per diem rate for up to two years. After this period, the department 

shall establish a per diem rate based on an audited cost report for a 12-month period within the first two years 

of operation. Virginia-based residential psychiatric facilities that do not submit cost reports shall be paid at 75 

percent of the established rate ceiling. If necessary to enroll out-of-state providers for network adequacy, the 

department shall negotiate rates with the provider and establish a single-case agreement. If there is sufficient 

utilization, the department may require out-of-state providers to submit a cost report to establish a per diem rate. 

In-state and out-of-state provider per diem rates shall be subject to a ceiling based on the statewide weighted 

average cost per day from fiscal year 2018 cost reports. 

 

DMAS shall establish rebasing of PRTF rates every three years. The first rebasing of rates shall take effect July 

1, 2023. All PRTF and Addiction and Rehabilitation Treatment Services (ARTS) providers who offer 

qualifying services under 12VAC30-70-418(C) shall be required to submit cost reports as a part of rebasing. 

Out of state providers with more than 1,500 paid days for Virginia Medicaid members in the most recently 

completed state fiscal year shall also be required to submit a cost report. A rate ceiling shall be established 

based on a statewide weighted average cost per day. Rate ceilings shall be established independently for PRTFs 

and participating ARTS residential services. 

DMAS shall also establish inflation increases for each non-rebasing fiscal year for both PRTF and qualifying 

ARTS providers. Effective July 1, 2024, the department shall implement inflation increases for each fiscal year 

(rebasing and non-rebasing fiscal years) for PRTF providers. Inflation rates shall be tied to the Nursing Facility 

Moving Average as established by IHS Markit (or its successor). The most recent four quarters will be averaged 

to create the PRTF inflation rate. 

Effective July 1, 2022, the department shall adjust PRTF rates by 8.89% to account for inflation since the last 

audited cost report of fiscal year 2018. The rate ceiling shall increase to $460.89 per day. 

 

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

A. Effective July 1, 2000, non-cost-reporting (general acute 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. General acute care hospitals shall not file cost 

reports if they have less than 1,000 days per year (in the most recent provider fiscal year) ofinpatient 

utilization by Virginia Medicaid recipients, inclusive of patients in managed care capitation programs. 

B. Effective July 1, 2011, out-of-state hospitals shall be reimbursed the lesser of the amount reimbursed by the 

Medicaid program in the facility's home state or the rate defined in the subsection A of this section. 
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Supplemental Payments for Freestanding Children’s Hospitals (12VAC 30-70-427) 

 

Effective May 15, 2021, freestanding children's hospitals with greater than 50 percent Medicaid utilization in 

2009 will receive additional hospital supplemental payments equal to what would have been paid under the 

disproportionate share hospital (DSH) formula in effect prior to June 2, 2017, without regard to the 

uncompensated care cost limit.  

 

Effective July 1, 2024, these payments shall equal the greater of what would have been paid to the freestanding 

children’s hospitals with greater than 50 percent Medicaid utilization in 2009 under the current disproportionate 

share hospital (DSH) formula or $16,000,000 annually, the average DSH that the freestanding children's 

hospital was due by formula prior to Medicaid expansion without regard to the uncompensated care cost limit. 

 

These additional hospital supplemental payments shall take precedence over supplemental payments for 

private acute care hospitals. If the federal regulation is voided, DMAS shall continue DSH payments to 

the impacted hospitals and adjust the additional hospital supplemental payments authorized in this paragraph 

accordingly.  
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