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Proposed Regulations


DEPARTMENT OF MEDICAL ASSISTANCE SERVICES

Title of Regulation: 12 VAC 30-90. Methods and Standards for Establishing Payment Rates for Long-Term Care (amending 12 VAC 30-90-41; adding 12 VAC 30-90-257).

Statutory Authority: §§ 32.1-324 and 32.1-325 of the Code of Virginia.
Public Hearing Date: N/A -- Public comments may be submitted until March 28, 2003.

(See Calendar of Events section

for additional information)

Agency Contact: James Branham, Analyst, Division of Reimbursement, Department of Medical Assistance Services, 600 E. Broad Street, Suite 1300, Richmond, VA 23219, telephone (804) 225-4587, FAX (804) 786-1680 or e-mail jbranham@dmas.state.va.us.

Basis: Section 32.1-325 of the Code of Virginia grants to the Board of Medical Assistance Services (BMAS) the authority to administer and amend the Plan for Medical Assistance. Section 32.1-324 of the Code of Virginia grants to the Director of the Department of Medical Assistance Services (DMAS) the authority to administer and amend the Plan for Medical Assistance in lieu of board action pursuant to the board’s requirements.

Indirect patient care ceilings and inflator. These amendments were mandated by the General Assembly in Item 325 HH (1) and (2) of Chapter 899 of the 2002 Acts of Assembly.

Credit balance reporting. 42 CFR Part 447, Payment for Services, prescribes State Plan requirements, Federal Financial Participation limitations, and procedures concerning payments made by State Medicaid agencies for Medicaid services. States must provide sufficient detail in their plans about their reimbursement methodologies in order that the Centers for Medicare and Medicaid Services (CMS) may determine if the methodologies conform to existing federal law and regulations and are, therefore, approvable for Federal Financial Participation.

Purpose: Neither of these recommended changes is required to specifically protect the health, safety, and welfare of either Medicaid recipients or other citizens of the Commonwealth.

Indirect Patient Care Ceiling and Inflator. The purpose of this recommended regulatory action to modify the indirect patient care ceiling and inflator is to reduce reimbursements to NFs.

Credit Balance Reporting. The purpose of this regulatory action is to add a new requirement to the Nursing Home Payment System that each nursing facility submit a quarterly report of Medicaid credit balances. A credit balance would be defined as an improper or excess payment made to a provider as a result of patient billing or claims processing errors. Therefore, for each credit balance the nursing facility would also be required to either submit to the Department of Medical Assistance Services the payment of the credit balance or an adjustment claim to correct any billing or claims processing errors.

Substance: Indirect Patient Care Ceilings and Inflator. Prior to the currently effective emergency regulations, DMAS set the indirect patient care operating ceiling at 106.9% of the median of facility specific indirect cost per day. The calculation of the median is based on cost reports from freestanding nursing homes for provider fiscal years ending in calendar year 1998. In accordance with the State Plan, DMAS revises its ceilings every two years. This regulatory action is necessary to implement revisions to calculating indirect costs as directed by the 2002 General Assembly to mandate a decrease in the indirect patient care operating cost ceiling. The ceiling will decrease from 106.9% to 103.9% of the median of nursing facility specific costs. The General Assembly made the decision to set the indirect patient care operating ceiling at 103.9%, and to base the calculation of the median on cost reports from freestanding nursing homes for provider fiscal years ending in calendar year 2000.

Nursing facilities currently have their prospective operating cost ceilings (direct and indirect) and prospective operating cost rates adjusted for inflation. The allowance for inflation is based on the percentage of change in the moving average of the Skilled Nursing Facility Market Basket of Routine Service Costs, as developed by Data Resources, Incorporated (DRI-WEFA), adjusted for Virginia, determined in the quarter in which the nursing facility’s most recent fiscal year ended. The same legislative mandate directed that DMAS amend the State Plan to eliminate the increase for inflation to indirect patient care rates in state fiscal year 2003. No changes were mandated nor are recommended for reimbursement for direct patient care.

Credit Balance Reporting. Currently, DMAS does not require NFs to report credit balances. Consequently, those NFs who are overpaid (due to various reasons such as payments from third party payers and claims processing errors) retain these tax dollars until biannual audits can be conducted.

This regulatory action is necessary to implement a reporting requirement for nursing facilities which will make it possible for DMAS to more timely identify, collect, and correct claims for Medicaid overpayments. Such overpayments may exist for paid claims from providers for services rendered to recipients.

Issues:

Indirect Patient Care Ceilings and Inflator. This modification to the nursing facility reimbursement regulations was directed by the 2002 Session of the General Assembly as a budget reduction item for the state fiscal year 2003. This will reduce the reimbursement to the Commonwealth’s nursing facilities on average by approximately $1.95 per day. The disadvantage is to the affected provider industry because this change reduces their Medicaid reimbursement. The only advantage to the public for this change is the expenditure reduction (demand for the General Fund dollar) that it represents. The advantage to the Commonwealth is that this expenditure reduction will help with the current budget balancing process underway in the Commonwealth.

Credit Balance Reporting. This revision to the regulations will require the Virginia nursing facility providers to submit a quarterly report of Medicaid patient accounts receivable credit balances. The provider will also have to pay the department the amount of any such identified credit balances. The disadvantage to the affected nursing home industry is the requirement of additional paperwork and a reduction to the period of time that they could use Medicaid overpayments to assist their cash flow. There are no disadvantages to the public. The advantage of this change to the public and the Commonwealth is that overpayments will be more quickly returned to state coffers.

Fiscal Impact:

Indirect Patient Care Ceilings and Inflator. There is minimal or no administrative cost to actually implement this revision. It is estimated that this revision to the regulations will result in a reduction in reimbursement to the approximately 270 Virginia nursing facilities in FY 2003 totaling approximately $12,000,000 ($5,989,918 GF) ($6,174,822 NGF).

Credit Balance Reporting. Each of the approximately 270 Virginia nursing facilities will be required to file with DMAS their quarterly report of credit balances. The actual preparation of each quarterly report by each facility should take approximately three to four hours, resulting in an approximate administrative cost of $100 for each facility for each quarterly report.

The department will incur approximately $50,000 annually to administer this program. It is estimated that these reports will identify approximately $2,500,000 annually of overpayments to be refunded to the department.

Department of Planning and Budget's Economic Impact Analysis: The Department of Planning and Budget (DPB) has analyzed the economic impact of this proposed regulation in accordance with § 2.2-4007 H of the Administrative Process Act and Executive Order Number 21 (02). Section 2.2-4007 H requires that such economic impact analyses include, but need not be limited to, the projected number of businesses or other entities to whom the regulation would apply, the identity of any localities and types of businesses or other entities particularly affected, the projected number of persons and employment positions to be affected, the projected costs to affected businesses or entities to implement or comply with the regulation, and the impact on the use and value of private property. The analysis presented below represents DPB’s best estimate of these economic impacts.

Summary of the proposed regulation. The Department of Medical Assistance Services proposes to amend the Medicaid cost reimbursement method for indirect costs incurred by long-term care providers. The proposed changes will reduce the indirect care ceiling to 103.9% of the median of facility specific indirect cost per day from 106.9% and eliminate the inflation adjustment for indirect costs in fiscal year 2003. The proposed changes to the reimbursement method have been already in effect since July 2002 under the emergency regulations. Additionally, the proposed changes will establish credit balance reporting requirements for all nursing facilities.

Estimated economic impact. These regulations contain rules for nursing home reimbursement methodology. The Department of Medical Assistance Services (the department) reimburses the long-term care costs to Medicaid providers. One of the main cost categories is operating costs. Operating costs are divided into direct operating costs (nurse salaries and benefits, supplies, ancillary services etc.) and indirect operating costs (administrative, general, dietary, housekeeping, laundry, maintenance etc.). Operating cost reimbursements are determined using prospective rates based on the actual costs incurred by the providers, as long as the prospective rates are below the allowable payment ceiling. The determination of reimbursements for the operating costs depends mainly on the payment ceiling and inflation adjustment.

The operating costs payment ceilings are determined for six different peer groups (three direct and three indirect) from base year (every second year) costs incurred by all nursing facilities enrolled with the Virginia Medicaid program. This is accomplished by: (i) calculating the per diem cost figures for all of the facilities in each peer group, (ii) finding the median per diem cost figure for each peer group, and (iii) applying a percentage factor to the median per diem cost figure. The payment ceilings provide cost containment incentives. Without the payment ceiling, providers would be reimbursed based on the costs they incur subject to specific cost limitations and tests for “reasonableness.” With the payment ceilings, each provider's prospective reimbursement rates are established based on either their inflation adjusted actual costs or the ceiling rates whichever is less. Every year the ceilings and each facility's prospective per diem, based on incurred costs, are adjusted by an inflation factor using the Virginia specific DRI-WEFA Skilled Nursing Facility Market Basket Index of routine service costs.

During the base year 2000 the median per diem for indirect costs for all nursing facility providers was $38.09 and the percentage factor was 106.9%. This would have resulted in following peer group rates calculated as of July 2000; $49.47 for the northern Virginia peer group; $45.57 for the rest of state facilities with less than 61 beds; $40.42 for the rest of state facilities with more than 60 beds. The inflation adjustment factors would be applied to these rates to determine the ceilings applicable to each provider. The inflation adjustment factors were 3.9% in 2001 and 6.2% in 2002. Under this payment system, the department paid approximately $244 million to 270 providers in fiscal year (FY) 2001 for indirect operating costs. As of July 2002, there were 17,761 Medicaid patients and 8,934 other patients in Virginia nursing facilities. Thus, the proportion of Medicaid patients at nursing facilities is approximately 66.5%. The department is currently making interim payments based on the proposed methodology under the emergency regulations and will settle the payments at the year end.

The proposed permanent regulations will reduce the indirect operating cost ceilings by 3.0% (from 106.9% to 103.9%). The proposed 3.0% reduction in the ceilings will affect approximately 131 providers whose per diem costs are higher than the median. These providers will experience a reduction in their reimbursements as compared to the reimbursement they would have received without these changes. Additionally, the inflation adjustment will be eliminated for FY 2003. This change will affect all providers in that their prior year indirect operating costs used to establish their subsequent year prospective rates for periods during the FY 2003 will not be increased by the current 6.2% inflation factor. Also the ceilings will be not be inflated by 6.2% during FY 2003. The impact of the elimination of the inflation adjustment will reduce the reimbursement rates of all providers as compared to what they would have received under the old methodology by an average of approximately $2.98 for the northern Virginia peer group, $2.74 for the rest of state facilities with less than 61 beds, and $2.43 for the rest of state facilities with more than 60 beds.

These changes are proposed to meet the mandate of the 2002 Acts of Assembly.1 The General Assembly directed these changes to provide an estimated $12 million savings in nursing home payments. Of the expected savings, approximately $5,989,918 will reduce general fund expenditures while about $6,174,822 will reduce federal matching fund expenditures. It should be noted that the $6.2 million reduction in federal matching funds represents an additional loss for the Commonwealth’s economy while saving $6 million in general fund expenditures.

Lower reimbursement rates for nursing homes are expected to introduce costs for the providers, as they will not receive as much as otherwise they would have received. Lower reimbursements have the potential to negatively affect Medicaid patients due to a potential decrease in the quality of care stemming from lower funding. There is also a chance that lower funding could increase the pressure on private pay residents through likely higher charges to subsidize Medicaid patients. According to a survey conducted by the Joint Audit and Review Commission, nursing home providers indicated that Medicaid reimbursement rate was one of the reasons for charging more to private pay residents of nursing facilities.2 Since the proportion of Medicaid patients at nursing facilities is approximately 66.5%, the pressure on non-Medicaid patients to make up for the reduced reimbursements may be significant. Additionally, the proposed changes may introduce financial distress to some marginally profitable nursing homes.

The proposed changes will also establish quarterly credit balance reporting requirements for Medicaid providers. At a given time, providers may have accounts with a positive credit balance, which indicates an excess or overpayment received by the provider due to a claim or billing error. In addition, many times providers are representative payees for benefits the residents receive from social security or other sources and maintain an individual account for each resident's personal funds. From this account, the provider transfers the monies to apply to the recipient's nursing home account receivable and leaves approximately $30 (per month) in the recipient's personal fund account for incidental personal expenses such as purchase of a toothbrush, gum, or candy. Sometimes the providers fail to credit the $30 for incidental expenses. Currently, there is no reporting requirement for credit balances. The department conducts field audits every two years. During the biennial audit, the department identifies credit balances. According to the department, providers have about $2.5 million recoverable credit balances per year.

The proposed regulations will require the providers to report and settle the credit balances on a quarterly basis. Thus, the department and/or the nursing home residents are expected to receive approximately $625,000 per quarter from providers for credit balances. The main benefit of the proposed change to the department and nursing home residents is to have providers timely identify and clear credit balances that occur in their accounts receivables. The department and the nursing home residents will benefit from the additional liquidity it will provide and the time value of receiving overpayments as credit balances are identified and settled quarterly rather than waiting up to two years. The value of additional liquidity and the time value of overpayments are difficult to quantify because the appropriate discount rate that should be applied is uncertain. However, the time value of overpayments can be calculated for various discount rates. The biennial benefit of receiving $625,000 on eight quarterly payments as opposed to receiving $5 million after two years for 2.0%, 4.0%, and 6.0% discount rates are $85,348, $166,531, and $317,194, respectively.

There will be need for some staff time to administer the new quarterly reporting requirement. The administrative costs of reviewing the reports are estimated to be approximately $100,000 biennially. Thus, the net effect on the department will depend on the appropriate discount rate. If the discount rate is 4.0% or higher, the department will likely experience net benefits. If the value of additional liquidity is about $15,000, then the department may experience net benefits even at the 2.0% discount rate. Since the Medicaid recipients at nursing homes will not incur any additional costs, they are likely to experience net benefits in terms of additional liquidity and time value of money.

On the other hand, the proposed changes are likely to introduce net costs to the providers. According to the department, each report should take about three to four hours of provider staff time to prepare and would cost about $100 per facility. Thus, the total biennial administrative costs to 270 providers are expected to be $216,000. In addition, the providers will lose the liquidity and the time value of the $5 million on a biennial basis. Thus, the net economic effect on the providers will likely be negative.

Businesses and entities affected. The proposed changes will directly affect nursing home providers. Currently, there are 270 Medicaid participating nursing home facilities in Virginia. Half of these providers will likely experience a reduction in their reimbursements. The Medicaid residents of the facilities will be indirectly affected and may experience some decrease in the quality of care they receive. There are approximately 17,761 Medicaid residents in nursing homes in the Commonwealth. Approximately 8,934 private pay residents at these facilities may also be negatively affected from the proposed changes since they are more likely to subsidize the Medicaid residents. On the other hand residents will likely benefit in terms of additional liquidity and the time value provided by timely credits to their incidental expense accounts.

Localities particularly affected. The proposed changes to the regulations apply throughout the Commonwealth.

Projected impact on employment. Lower reimbursement rates have the potential to discourage the development of new nursing homes, discourage expansion at current nursing homes, and increase the likelihood of financial distress for marginally profitable nursing homes. This may decrease demand for labor at nursing facilities. It remains to be determined by the department how it will implement the processing and review of these new provider reports, so the potential impact on the department's staffing need is not known at this time.

Effects on the use and value of private property. The value of some nursing homes may decrease as the reimbursements for providing administrative, dietary, housekeeping, laundry, maintenance, and other general services decreases. The proposed reduction in reimbursements is about $12 million or about 4.9% of the total indirect cost reimbursements. In addition nursing homes will incur additional costs for quarterly reporting of credit balances and will lose the liquidity and the time value of credit balances they used to enjoy. Lower reimbursements coupled with higher costs and losses in current benefits such as liquidity and the time value of money they currently enjoy will likely reduce the profitability of nursing homes, reduce the future profit streams, and consequently their values.

Agency's Response to the Department of Planning and Budget's Economic Impact Analysis: The agency has reviewed the economic impact analysis prepared by the Department of Planning and Budget regarding the regulations concerning Methods and Standards for Establishing Payment Rates for Long-Term Care (NF Indirect Patient Care Cost Reductions and Credit Balance Reporting). The agency raises no issues with this analysis.

Summary:

The proposed amendments comply with the legislative mandate of Item 325 HH of Chapter 899 of the 2002 Acts of Assembly to decrease the indirect patient care operating ceiling and eliminate the increase for inflation for indirect patient case rates and peer groups ceilings for indirect costs in SFY 2003. The proposed amendments also institute the requirement that nursing facilities file reports when they have credit balances.

12 VAC 30‑90‑41. Nursing facility reimbursement formula.

A. Effective on and after July 1, 2002, all NFs subject to the prospective payment system shall be reimbursed under "The Resource Utilization Group‑III (RUG‑III) System as defined in Appendix IV (12 VAC 30‑90‑305 through 12 VAC 30‑90‑307)." RUG‑III is a resident classification system that groups NF residents according to resource utilization. Case‑mix indices (CMIs) are assigned to RUG‑III groups and are used to adjust the NF's per diem rates to reflect the intensity of services required by a NF's resident mix. See 12 VAC 30‑90‑305 through 12 VAC 30‑90‑307 for details on the Resource Utilization Groups.

1. Any NF receiving Medicaid payments on or after October 1, 1990, shall satisfy all the requirements of § 1919(b) through (d) of the Social Security Act as they relate to provision of services, residents' rights and administration and other matters.

2. Direct and indirect group ceilings and rates.

a. In accordance with 12 VAC 30‑90‑20 C, direct patient care operating cost peer groups shall be established for the Virginia portion of the Washington DC‑MD‑VA MSA, the Richmond‑Petersburg MSA and the rest of the state. Direct patient care operating costs shall be as defined in 12 VAC 30‑90‑271.

b. Indirect patient care operating cost peer groups shall be established for the Virginia portion of the Washington DC‑MD‑VA MSA, for the rest of the state for facilities with less than 61 licensed beds, and for the rest of the state for facilities with more than 60 licensed beds.

3. Each facility's average case‑mix index shall be calculated based upon data reported by that nursing facility to the Centers for Medicare and Medicaid Services (CMS) (formerly HCFA) Minimum Data Set (MDS) System. See 12 VAC 30‑90‑306 for the case‑mix index calculations.

4. The normalized facility average Medicaid CMI shall be used to calculate the direct patient care operating cost prospective ceilings and direct patient care operating cost prospective rates for each semiannual period of a NFs subsequent fiscal year. See 12 VAC 30‑90‑306 D 2 for the calculation of the normalized facility average Medicaid CMI.

a. A NFs direct patient care operating cost prospective ceiling shall be the product of the NFs peer group direct patient care ceiling and the NFs normalized facility average Medicaid CMI. A NFs direct patient care operating cost prospective ceiling will be calculated semiannually.

b. A CMI rate adjustment for each semiannual period of a nursing facility's prospective fiscal year shall be applied by multiplying the nursing facility's normalized facility average Medicaid CMI applicable to each prospective semiannual period by the nursing facility's case‑mix neutralized direct patient care operating cost base rate for the preceding cost reporting period (see 12 VAC 30‑90‑307).

c. See 12 VAC 30‑90‑307 for the applicability of case‑mix indices.

5. Effective for services on and after July 1, 2002, the following changes shall be made to the direct and indirect payment methods.

a. The direct patient care operating ceiling shall be set at 112% of the respective peer group day‑weighted median of the facilities' case‑mix neutralized direct care operating costs per day. The calculation of the medians shall be based on cost reports from freestanding nursing homes for provider fiscal years ending in the most recent base year. The medians used to set the peer group direct patient care operating ceilings shall be revised and case‑mix neutralized every two years using the most recent reliable calendar year cost settled cost reports for freestanding nursing facilities that have been completed as of September 1.

b. The indirect patient care operating ceiling shall be set at 106.9% 103.9% of the respective peer group day‑weighted median of the facility's specific indirect operating cost per day. The calculation of the peer group medians shall be based on cost reports from freestanding nursing homes for provider fiscal years ending in the most recent base year. The medians used to set the peer group indirect operating ceilings shall be revised every two years using the most recent reliable calendar year cost settled cost reports for freestanding nursing facilities that have been completed as of September 1.

B. Adjustment of ceilings and costs for inflation. Effective for provider fiscal years starting on and after July 1, 2002, ceilings and rates shall be adjusted for inflation each year using the moving average of the percentage change of the Virginia‑Specific Nursing Home Input Price Index, updated quarterly, published by Standard & Poor's DRI. For state fiscal year 2003, peer group ceilings and rates for indirect costs will not be adjusted for inflation.
1. For provider years beginning in each calendar year, the percentage used shall be the moving average for the second quarter of the year, taken from the table published for the fourth quarter of the previous year. For example, in setting prospective rates for all provider years beginning in January through December 2002, ceilings and costs would be inflated using the moving average for the second quarter of 2002, taken from the table published for the fourth quarter of 2001.

2. Provider specific costs shall be adjusted for inflation each year from the cost reporting period to the prospective rate period using the moving average as specified in subdivision 1 of this subsection. If the cost reporting period or the prospective rate period is less than 12 months long, a fraction of the moving average shall be used that is equal to the fraction of a year from the midpoint of the cost reporting period to the midpoint of the prospective rate period.

3. Ceilings shall be adjusted from the common point established in the most recent rebasing calculation. Base period costs shall be adjusted to this common point using moving averages from the DRI tables corresponding to the provider fiscal period, as specified in subdivision 1 of this subsection. Ceilings shall then be adjusted from the common point to the prospective rate period using the moving average(s) for each applicable second quarter, taken from the DRI table published for the fourth quarter of the year immediately preceding the calendar year in which the prospective rate years begin. Rebased ceilings shall be effective on July 1 of each rebasing year, so in their first application they shall be adjusted to the midpoint of the provider fiscal year then in progress or then beginning. Subsequently, they shall be adjusted each year from the common point established in rebasing to the midpoint of the appropriate provider fiscal year. For example, suppose the base year is made up of cost reports from years ending in calendar year 2000, the rebasing year is SFY2003, and the rebasing calculation establishes ceilings that are inflated to the common point of July 1, 2002. Providers with years in progress on July 1, 2002, would receive a ceiling effective July 1, 2002, that would be adjusted to the midpoint of the provider year then in progress. In some cases this would mean the ceiling would be reduced from the July 1, 2002, ceiling level. The following table shows the application of these provisions for different provider fiscal periods.

Table I

Application of Inflation to Different Provider Fiscal Periods

Provider FYE
Effective Date of New Ceiling
First PFYE After Rebasing Date
Inflation Time Span from Ceiling Date to Midpoint of First PFY
Second PFYE After Rebasing Date
Inflation Time Span from Ceiling Date to Midpoint of Second PFY

  3/31
7/1/02
3/31/03
+ 1/4 year
3/31/04
+ 1-1/4 years

  6/30
7/1/02
6/30/03
+ 1/2 year
6/30/04
+ 1-1/2 years

  9/30
7/1/02
9/30/02
- 1/4 year
9/30/03
+ 3/4 year

12/31
7/1/02
12/31/02
-0-
12/31/03
+ 1 year

The following table shows the DRI tables that would provide the moving averages for adjusting ceilings for different prospective rate years.

Table II

Source Tables for DRI Moving Average Values

Provider FYE
Effective Date of New Ceiling
First PFYE After Rebasing Date
Source DRI Table for First PFY Ceiling Inflation
Second PFYE After Rebasing Date
Source DRI Table for Second PFY Ceiling Inflation

3/31
7/1/02
3/31/03
Fourth Quarter 2001
3/31/04
Fourth Quarter 2002

6/30
7/1/02
6/30/03
Fourth Quarter 2001
6/30/04
Fourth Quarter 2002

9/30
7/1/02
9/30/02
Fourth Quarter 2000
9/30/03
Fourth Quarter 2001

12/31
7/1/02
12/31/02
Fourth Quarter 2000
12/31/03
Fourth Quarter 2001

In this example, when ceilings are inflated for the second PFY after the rebasing date, the ceilings will be inflated from July 1, 2002, using moving averages from the DRI table specified for the second PFY. That is, the ceiling for years ending June 30, 2004, will be the June 30, 2002, base period ceiling, adjusted by 1/2 of the moving average for the second quarter of 2002, compounded with the moving average for the second quarter of 2003. Both these moving averages will be taken from the fourth quarter 2002 DRI table.

C. The RUG‑III Nursing Home Payment System shall require comparison of the prospective operating cost rates to the prospective operating ceilings. The provider shall be reimbursed the lower of the prospective operating cost rate or prospective operating ceiling.

D. Nonoperating costs. Plant or capital, as appropriate, costs shall be reimbursed in accordance with Articles 1, 2, and 3 of this subpart. Plant costs shall not include the component of cost related to making or producing a supply or service.

NATCEPs cost shall be reimbursed in accordance with 12 VAC 30‑90‑170.

E. The prospective rate for each NF shall be based upon operating cost and plant/capital cost components or charges, whichever is lower, plus NATCEPs costs. The disallowance of nonreimbursable operating costs in any current fiscal year shall be reflected in a subsequent year's prospective rate determination. Disallowances of nonreimbursable plant or capital, as appropriate, costs and NATCEPs costs shall be reflected in the year in which the nonreimbursable costs are included.

F. Effective July 1, 2001, for those NFs whose indirect operating cost rates are below the ceilings, an incentive plan shall be established whereby a NF shall be paid, on a sliding scale, up to 25% of the difference between its allowable indirect operating cost rates and the indirect peer group ceilings.

1. The following table presents four incentive examples:

Peer Group Ceilings
Allowable Cost Per Day
Difference
% of Ceiling
Sliding Scale
Scale % Difference

$30.00
$27.00
$3.00
10%
$0.30
10%

30.00
22.50
7.50
25%
1.88
25%

30.00
20.00
10.00
33%
2.50
25%

30.00
30.00
0
0



2. Efficiency incentives shall be calculated only for the indirect patient care operating ceilings and costs. Effective July 1, 2001, a direct care efficiency incentive shall no longer be paid.

G. Quality of care requirement. A cost efficiency incentive shall not be paid for the number of days for which a facility is out of substantial compliance according to the Virginia Department of Health survey findings as based on federal regulations.

H. Sale of facility. In the event of the sale of a NF, the prospective base operating cost rates for the new owner's first fiscal period shall be the seller's prospective base operating cost rates before the sale.

I. Public notice. To comply with the requirements of § 1902(a)(28)(c) of the Social Security Act, DMAS shall make available to the public the data and methodology used in establishing Medicaid payment rates for nursing facilities. Copies may be obtained by request under the existing procedures of the Virginia Freedom of Information Act.

12 VAC 30-90-257. Credit balance reporting.

A. Definitions. The following words and terms when used in this regulation shall have the following meanings unless the context clearly indicates otherwise:

"Claim" means a bill consistent with 12 VAC 30-20-180 submitted by a provider to the department for services furnished to a recipient.

"Credit balance" means an excess or overpayment made to a provider by Medicaid as a result of patient billings.

"Interest at the maximum rate" means the interest rate specified in § 32.1-312 or § 32.1-313 of the Code of Virginia depending on the facts of the excess payment.
"Negative balance transaction" means the reduction of a payment or payments otherwise due to a provider by amounts or portions of amounts owed the department from previous overpayments to the provider.

"Overpayment" means payments to a provider in excess of the amount that was or is due to the provider.

"Weekly remittance" means periodic (usually weekly) payment to a provider of amounts due to the provider for claims previously submitted by the provider.

B. NFs shall be required to report Medicaid credit balances on a quarterly basis no later than 30 calendar days after the close of each quarter. For a credit balance arising on a Medicaid claim within three years of the date paid by the department, the NF shall submit an adjustment claim. If the NF does not want the claim retracted from future DMAS payments, a check in the amount of the credit balance or the adjustment claim or claims shall be submitted with the report. For credit balances arising on claims over three years old, the NF shall submit a check for the balance due and a copy of the original DMAS payment. Interest at the maximum rate allowed shall be assessed for those credit balances (overpayments) that are identified on the quarterly report but not reimbursed with the submission of the quarterly report. Interest will begin to accrue 30 days after the end of the quarter and will continue to accrue until the overpayment has been refunded or adjusted.

C. A penalty shall be imposed for failure to submit the quarterly credit balance report timely as follows:

1. NFs that have not submitted their Medicaid credit balance data within the required 30 days after the end of a quarter shall be notified in writing by the department. If the required report is not submitted within the next 30 days, there will be a 20% reduction in the Medicaid per diem payment.

2. If the required report is not submitted within the next 30 days (60 days after the due date), the per diem payments shall be reduced to zero until the report is received.

3. If the credit balance has not been refunded within 90 days of the end of a quarter, it shall be recovered, with interest, from the due date through the use of a negative balance transaction on the weekly remittance.

4. A periodic audit shall be conducted of the NFs’ quarterly submission of Medicaid credit balance data. NFs shall maintain an audit trail back to the underlying accounts receivable records supporting each quarterly report.

VA.R. Doc. No. R02-236; Filed January 8, 2003, 9:48 a.m.

1 Chapter 899, item 325 HH (1) and (2).


2 Virginia’s Medicaid Reimbursement to Nursing Facilities, Senate Document No. 28, 2000, Joint Legislative Audit and Review Commission of the Virginia General Assembly.
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