STATE OF RHODE ISLAND
EXECUTIVE OFFICE OF HEALTH AND HUMAN SERVICES

5/1/2013 PUBLIC NOTICE OF PROPOSED AMENDMENT TO RHODE ISLAND
MEDICAID STATE PLAN

In accordance Rhode Island General Laws 42-35, notice is hereby given that the Executive
Office of Health and Human Services (EOHHS) proposes to amend the following section of the
Rhode Island State Plan under Title XIX of the Social Security Act:

Nursing Home Payment Methodology

The Executive Office of Health and Human Services will submit to the federal Centers for
Medicare and Medicaid Services (CMS) an amendment (SPA) to Rhode Island’s Medicaid State
Plan relative to the methodology used in calculating nursing home payments to be made on or
after 31 May 2013. The state will begin implementation of a transitional price-based per diem
reimbursement methodology for nursing homes. The new payment structure, which replaces the
previous cost-based methodology, will reimburse nursing homes higher rates for people with
higher needs. It will also ensure that the care and services paid for by the state are based on the
person’s needs and not an individual facility’s cost structure.

Fiscal Impact: Subject to CMS approval of the SPA, EOHHS estimates that the above revisions
will have a neutral impact, in aggregate, on the state’s nursing home payments.

This proposed rule is accessible on the R.I. Secretary of State website
(http://www.sec.state.ri.us/ProposedRules/) and the OHHS website (www.ohhs.ri.gov) or
available in hard copy upon request (401 462-2018 or RI Relay, dial 711). Interested persons
should submit data, views, or written comments by 30 May 2013 to Darren J. McDonald, Office
of Policy and Innovation, Executive Office of Health and Human Services, 57 Howard Avenue,
Cranston, RI, 02920, or dmcdonald@ohhs.ri.gov.

In accordance with the Rhode Island General Laws 42-35-3, an oral hearing will be granted on
the proposed State Plan Amendment if requested by twenty-five (25) persons, or an agency, or
by an association having at least twenty-five (25) members. A request for an oral hearing must
be made within thirty (30) days of this notice.

The Executive Office of Health and Human Services does not discriminate against individuals
based on race, color, national origin, sex, gender identity or expression, sexual orientation,
religious belief, political belief, or handicap in acceptance for or provision of services or
employment in its programs or activities.
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Nursing Facility Pavment Methodology

A. Per Diem Base Rate

Each nursing home will have a base per diem rate that applies to all residents. The base
per diem rate is comprised of the following components.

>

Direct Nursing Care
Direct Nursing is comprised nursing salaries, (RNs, LPNs and CNAs) and fringe
benefits. The base per diem rate for Direct Nursing Care is $97.99.

Other Direct Care

This component includes other direct care expenses such as recreational activity
expenses, medical supplies and food. The base per diem rate for Other Direct Care
services is $23.16.

Indirect Care

This component includes all other nursing facility operating expenses, e.g.
administration, housekeeping, maintenance, utilities, etc. A base rate for this
component is $52.22.

Fair Rental Value (FRV)
The FRV component is facility specific. The base FRV for each nursing home is
the 7/1/2012 rate calculated under the previous principles of reimbursement,

Property Taxes
The property tax component is facility specific, i.e. based on actual property taxes
assessed and paid.

Provider Assessment

The provider assessment is an amount equal to 5.82% of the sum of the above
components to recognize the State’s Provider Assessment Tax. Should the State’s
Provider Assessment Tax rate change, this add-on will be adjusted accordingly.

B. Adjustments to Base Rate

>

Patient Acuity

Recognition of patient acuity in the payment methodology is being incorporated
through the use of a RUG IV grouper, which is designed for Medicaid. (This is
similar to how Medicare reimburses for care in a skilled nursing facility.) Each
patient will be assigned one of forty-eight (48) RUG categories by the grouper
based on his/her MDS record. A patient’s MDS record is be updated every ninety
(90) days or in the event of a significant change in condition. Acuity will be based
on the patient specific RUG category, i.e. full RUG based system. The acuity
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factor, (RUG weight), will be applied only to the Direct Nursing Care component.
To allow for necessary modifications to the State’s MMIS claims processing
system, full implementation of the RUG based process is scheduled for April 1,
2013. In the interim, a facility specific case mix index is being used.
> Price Increases
Subject to legislatively imposed budgetary constraints, the components of the base
per diem rate will be increased annually, effective 10/1 of each year, as follows.
1. Direct Nursing, Other Direct Care & Indirect Care:
o Global Insight/CMS Skilled Nursing Facility Market Basket.
2. Fair Rental Value:
¢ Global Insight Nursing Home Capital Cost Index.
3. Property Taxes:
e Facility specific property tax payments.
Effective October 1, 2012, the Direct Nursing, Other Direct Care and Indirect Care
base rates were increased by 2.5%. The Fair Rental Value rate for each nursing
home was most recently increased effective 7/1/2012. The Property Tax rates were
based on each facility’s most recently filed cost report.
C. Transition Adjustments
In recognition of the impact this change will have on nursing homes, the State has
implemented a four-year transition plan, to be completed by October 1, 2016. The features
of this transition are described below.
> Adjustment to Direct Care (Direct Nursing and Other Direct Care)
For those nursing homes whose direct care per diem costs are greater than the
Direct Care base rates, which would result in a loss in reimbursement, the State has
added a policy adjustment to fully compensate for that loss. This will ensure that
patient care is not adversely impacted. This policy adjustment will remain
constant throughout the transition period. See Example below.
Actual direct care costs: $125.00
Direct Care Base Rate: $121.15
Policy Adjustment: $ 3.85
» Adjustment to Overall Care
In addition to the above policy adjustment, the State has also implemented a
gain/loss policy adjustment ensuring that, exclusive of the direct care policy
adjustment, no nursing home will experience a gain or loss in year one of the
transition of greater than $5.00 per day. See Example below.
Direct & Indirect Care Base Rate: $173.37
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Actual direct & indirect care costs: $160.00
Rate Variance: $ 13.37
Maximum gain/loss: $ 5.00
Gain/Loss Policy Adjustment: $ 8.37)

This policy adjustor will be phased out over the transition period as follows;
e 10/01/12: 100% ($8.37)

o 10/01/13: - 75% ($6.28)
o 10/01/14: 50% ($4.19)
e 10/01/15: 25% ($2.09)
e 10/01/16: 0%  $0.00

D. Periodic Rate Review

The State will conduct a rate review in State Fiscal Year 2016 to determine if the original
cost components used to establish the base rates are still appropriate. The details of this
review process will be developed with the nursing homes. However, nursing homes will
still be required to submit cost reports annually. A similar review will be conducted every
five years.

E. Quality

Beginning October 1, 2013, the reimbursement methodology will incorporate an additional
payment component for meeting specific quality outcomes. The specific measures and
reporting system will be developed in collaboration with the nursing homes. In addition to
established quality metrics, it is expected that the measures will address such issues as
staffing stability and patient satisfaction.

F. Dementia Care

The State will also work with the nursing homes to develop an adjustment for the
additional costs associated with dementia care.
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