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Discussion Topics

1. Overview of the Division of Rate Setting

2. Overview of Medicaid Rate Setting for Nursing Homes

3. DAIL SFY 2025 Budget Items

4. Rule Change for Nursing Home Rate Setting



Overview of the Division of Rate Setting

• The Division of Rate Setting is a unit of accounting and finance 
trained staff within the Department of Vermont Health Access 
(DVHA).

• The Division of Rate Setting implements cost-based rate setting 
methodologies on behalf of other departments within the Agency 
of Human Services (AHS).  

• One of the Division’s responsibilities is setting the Medicaid rates 
for nursing homes pursuant to the Vermont Division of Rate Setting 
Rules.

• The Medicaid rates are cost-based and are different for each home.



Overview of Medicaid Rate Setting for 
Nursing Homes
• The rates are set using historic base year costs in several cost 

categories.  Each category has a specified rebase frequency (SFY 2024 
was a base year for all cost categories), and some categories are 
subject to limits or caps.

Cost Category Rebase Frequency Cap/Limit

Nursing Every 2 years 90th percentile

Director of Nursing Every 4 years N/A

Resident Care Every 4 years Median + 5%

Indirect Care Every 4 years Median + 5%

Property Every year N/A

Ancillary Every year N/A



Overview of Medicaid Rate Setting 
for Nursing Homes
• Base year costs are inflated annually from the base year to the rate 

year using inflation factors calculated for each cost category.

• Most cost categories (excluding Nursing and Ancillary) are also 
subject to a 90% occupancy limit. This means that the lowest number 
of resident days used to calculate rates is 90% of capacity, regardless 
of actual occupancy.

• The Nursing component of the rate is adjusted on a quarterly basis 
using data for each resident to factor in the acuity of the current 
residents of the facility.



Simplified Rate Setting Process

Base Costs Occupancy Cost Caps Inflation 
Resident 

Acuity
Medicaid 

Rate



DAIL SFY 2025 Budget Items 

• The $4.9M for the annual inflationary increase was calculated based 
on the base year costs prescribed for the SFY 2025 rate period and 
using national inflationary factors for different cost categories ranging 
from approximately 17-21%



DAIL SFY 2025 Budget Items

• The $9.9M assumes two additional policy changes to the nursing 
home rate setting methodology:
• Adjusting the current rule’s minimum occupancy for nursing homes from 90% 

to 80% (in line with the recommendations contained in the Minimum 
Occupancy legislative report submitted in January), and

• Increasing the current rule’s cost caps for nursing, resident care, and indirect 
care

• Neither of these policy levers have been adjusted within the last
decade





Rule Change for Nursing Home Rate Setting

• Under current rules, every time DAIL or DVHA implement even a 
minor adjustment to the rate setting methodology, AHS must adopt 
amended rules. Adopting rules can take 6-12 months.

• AHS is proposing to move most of the technical details to a new 
reimbursement manual, which AHS can amend more easily than 
adopting amended rules.

• If DAIL and DVHA wish to make a change that would have a fiscal 
impact, AHS would still incorporate those into the state budget 
development process for legislative review of the change.

• Public comment on the proposed rule change ends February 15, 
2024; the next step is to submit to LCAR for consideration.
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