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a. For services that cannot be provided by a provider that accepts 
payment under (A) or (B), the State will maintain a list of other 
qualified out-of-state providers and will negotiate competitive rates 
that will not exceed the provider’s customary charge.” 

 
For Individuals with Chronic Mental Illness, the following services provided by non-governmental entities 
and governmental entities who do not undergo the Medicaid cost identification and reporting procedures. 
 
The billable units of service for HCBS Day Treatment or Other Partial Hospitalization Services for 
Individuals with Chronic Mental Illness are:  
 
Partial Hospitalization – 1 unit per 60 mins  
Intensive Outpatient Program – per diem  
 
Rate Methodology: 
 
The rate is market based. This model is developed to reflect service definitions, provider requirements, 
operational service delivery and administrative considerations. The following elements are used to 
determine the rate: 
 

• Wage information is taken from the Bureau of Labor Statistics (BLS). The wage is based 
on similar occupations reported by BLS and identified by Medicaid staff as comparable to 
services provided under the intensive outpatient program and partial hospitalization 
program. 

• Employee related expenses (ERE) percentage of 27% was based on input from the Task 
Force members and Medicaid Staff. It includes paid vacation, paid sick leave, holiday pay, 
health insurance, life insurance, disability, workers compensation, and legally required 
payroll taxes. 

• Productivity adjustment factor which accounts for the amount of non-billable time spent 
by staff. This includes the time staff needs to complete required documentation and record 
keeping, time associated with missed appointments and average travel time by the provider. 

• Program Support costs – costs based on average of four hours per day. This is to assist with 
paperwork and follow-up related treatment. 

• Allowance for supervisory time – costs for the time directly spent in supervising the 
medical professional providing these services. 

• Allowance for capital costs – the costs is not included in the Administrative overhead. It 
includes the average hourly expense for building rental and maintenance, equipment 
leasing and utility expenses.  

• Administrative overhead, 10%, is the percentage of service cost that should result from 
non-direct care activities. It includes insurance, administrative staff, operations and 
management activities and office supplies. Capital and related expenses is not included. It 
also does not include staff training. 
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