STATE OF NEW YORK
OFFICE OF THE MEDICAID INSPECTOR GENERAL
800 Nonh Pearl Strest
Albany, Mew York 12204

AMDREW M. CUOMG JAMES C. COX
GOVERANCH MEDICAID MISFECTDR (ZENERAL

October 21, 2014

MNew Surfside Nursing Home, LLC
22-41 New Haven Avenue
Far Rockaway, New York 11691

Re: Medicaid Rate Audit #11-3732

MPI Mumber:
Provider Mumber;
Dear N

Enclosed is the final audit report of the Office of the Medicaid Inspector General's (the "OMIG")
audit of New Suriside Nursing Home's (the “Facility") Medicaid rates for the rate period
January 1, 2006 through December 31, 2008. [n accordance with 18 NYCRR Section 517.6,
this audit report represents the OMIG's final determination on issues raised in the draft audit

report,

In response to the draft audit report dated July 28, 2014, you identified specific audit findings
with which you disagreed. Your comments have been considered (see Attachment A);
however, consideration of your comments resulted in no reduction to the Medicaid
overpayment shown in the draft audit report. As previously stated in the draft audit report, the
Medicare Part B and D offsets were not within the scope of the review and may be examined
as part of a future audit. Based on the enclosed audited rates calculated by the Bureau of
Long Term Care Reimbursement, the Medicaid overpayment currently due is $527,517. This
overpayment is subject to Department of Health ("DOH") and Division of Budget ("DOB") final
approval. While not anticipated, any difference between the calculated overpayment and the
final DOH and DOB approved amount will be resolved with the Facllity by the OMIG Bureau of
Collections Management.

In accordance with 18 NYCRR Part 518 which regulates the collection of overpayments, your
repayment options are described below.
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OPTION #1: Make full payment by check or money order within 20 days of the date of
the final audit report. The check should be made payable to the New York State
Department of Health and be sent with the attached Remittance Advice to:

New York State Department of Health
Medicaid Financial Management
GNARESP Coming Tower, Room 2739
File #11-3732
Albany, New York 12237-0048

OPTION #2: Enter into a repayment agreement with the Office of the Medicaid
Inspector General. If your repayment terms exceed 90 days from the date of the final
audit report, recoveries of amounts due are subject to interest charges at the prime rate
plus 2%. If the process of establishing the repayment agreement exceeds 20 days from
the date of the final audit report, the OMIG will impose a 50% withhold after 20 days
until an agreement is established. OMIG acceptance of the repayment agreement is
based on your repaying the Medicaid overpayment as agreed. The OMIG will adjust the
rate of recovery, or require payment in full, if your unpaid balance is not being repaid as
agreed. In addition, if you receive an adjustment in your favor while you owe funds to
the State, such adjustment will be applied against any amount owed. |f you wish to
enter into a repayment agreement, please contact the Bureau of Collections
Management within 20 days at the following:

Bureau of Collections Management
Mew York State Office of the Medicaid Inspector General
800 North Pearl Street
Albany, New York 12204

You have the right to challenge this action and determination by requesting an administrative
hearing within sixty (60) days of the date of this notice. You may not request a hearing to raise

issues
issue t
You m

related to rate setting or rate setting methodology. In addition, you may not raise any
hat was raised or could have been raised at a rate appeal with your rate setting agency.
ay only request a hearing to challenge specific audit adjustments which you challenged

in a response to the draft audit report.

If you wish to request a hearing, the request must be submitied in writing to:

General Counsel
Office of Counsel
Mew York State Office of the Medicaid Inspector General
800 North Pearl Street
Albany, New York 12204

Questions regarding the request for a hearing should be directed to the Office of Counsel at
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If a hearing is held, you may have a person represent you or you may represent yourself, [f
you choose to be represented by someone other than an attomey, you must supply a signed
authorization permitting that person to represent you along with your hearing request. At the
hearing, you may call witnesses and present documentary evidence on your behalf.

Should you have ani ﬁueminns.. Elease contact |GGG

through email at Please refer to audit number 11-3732 in all

correspondence.

5i |

Bureau of Hate Audit

Division of Medicaid Audit

Office of the Medicaid Inspector General
Enclosures;

Attachment A - Facility Draft Audit Report Comments and OMIG Response

EXHIBIT | - Summary of Per Diem Impact and Medicaid Overpayment
EXHIBIT 1l - Summary of Medicaid Rates Audited
EXHIBIT Il - Operating Expense Disallowances/(Allowances)

EXHIBIT IV - Property Expense Disallowances/|Allowances)
EXHIBITY - Return on and Retum of Real Property Equity Disallowance/(Allowances)

CERTIFIED MAIL NG
RETURN RECEIPT REQUESTED

ver-17.0



NEW YORK STATE
OFFICE OF THE MEDICAID INSPECTOR GENERAL
REMITTANCE ADVICE

NAME AND ADDRESS OF AUDITEE NP
rPrROVIDER #
MNEW SURFSIDE NURSING HOME

22-41 NEW HAVEN AVENUE AUDIT #11-3732

FAR ROCKAWAY, NEW YORK 11691

] PROVIDER
] RATE

] PART B
] OTHER:

[
AUDIT [X
TYPE [

[

AMOUNT DUE: $527,673

CHECKLIST
1. To ensure proper credit, please enclose this form with your check.
2. Make checks payable to: New York State Department of Health
3. Record the Audit Number on your check.

4. Mail check to:

New York State Department of Health
Medicaid Financial Management
GNARESP Corning Tower, Room 2739
File #11-3732
Albany, New York 12237-0048

5. If the provider number shown above is incorrect, please enter the correct number
below.

CORRECT PROVIDER NUMBER
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NEW SURFSIDE NURSING HOME LLC - AUDIT #11-3732
FACILITY DRAFT AUDIT REPORT COMMENTS AND OMIG RESPONSE

All OMIG adjustments were accepted by the Facility except for those shown below. The
following detalls the disposition of final report adjustments after consideration of the Facility's
draft audit report response comments.

FACILITY COMMENT #1
OMIG should use total days exclusive of bedhold days in calculating the audit impact

OMIG Response

Patient day methodology is established by the Bureau of Long Term Care Reimbursement (ELTCR).
Conseguently, the OMIG does not have the authority to address this issue and must defer to BLTCR
regarding any resolution. Therefore, this issue was not considered

Disposition: The OMIG cannot address this issue as there was no adjustment made in the draft
audit report. The OMIG defers to the Department of Health on this issue. The draft audit report
remains the same.

EXHIBIT IV COMMENT

Adjustment #2 — Return on ity Disall 8

Facility Comment

Leasehold Improvements on building used to house nurses from Philippines. New Surfside pays well
below market value in nurses’ hourly cost but must subsidize their living expenses. These
improvemeants should be recognized and included in equity.

OMIG Response

The usage of this particular piece of property has not been substantially documented.

Disposition: The draft audit report disallowances remain the same.

Adjustment #5{a) - Moveable Equipment Rental Disallowance

Facility Comment

The Facility rents laundry equipment from the laundry equipment from the laundry company. There is
no diference whom the Facility is leasing equipment from i_e. if the Facility leases computer equipment
from the computer company providing its software or if Facility leases equipment from 1BM it is still a
lease under Facility control and should be recognized as a lease.
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OMIG Response

According to PRM-1 Section 2806.3 Part B, if a provider leases or rents facllities or equipment that
would be depreciable if the provider owned them outright, in conjunction with obtaining a service from
an unrelated supplier, the capital-related portion of the supplier's charge may be included in the
provider's capital-related costs only if (1) the capital-related facilities or equipment are leased or rented
by the provider (that is, the provider has the possession, use and enjoyment of the facilities or
equipment), (2} the capital-related equipment is located on the provider's premises, and (3) the capital-
related portion of the charge Is separately specified in the charge to the provider. All three of the
foregoing criteria must be met for a provider to include the capital-related portion of the supplier's
charge in the provider's capital-related costs. The first criterion has not been meet and does not
describe a true lease or rental because the nursing home does not have possession, use and
enjoyment of the assets.

Disposition: The draft audit report disallowances remain the same.

Adjustment #5{d) — Moveable Equ nt Rental Disall nce

Eacility Comment

Facility property cost reimbursement for all equipment was reduced by the traceback % based upon
squara feet usage, The auditor is now disallowing the items directly attributable to the ADC. The
auditor should put ADC cost into the total and then apply the traceback.

[n] Respon

According to 10 NYCRR Section B6-2.17(a) allowable costs shall be properly chargeable to necessary
patient care. Costs related to the ADC are not related to patient care within the nursing facility, The
auditor adjusted this cost center/ling item up to 100% through a direct assignment, and then disallowed
100% of the ADC items. These items are nol being disallowed twice through the application of the
traceback percentage and then through the auditor removal.

Disposition: The draft audit report disallowances remain the same.

Facility Comment

Facility property cost reimbursement for all equipment was reduced by the traceback % based upon
gquara feat usage. Tha auditor is now disallowing the items directly attributable to the ADC. The
auditor should put ADC cost into the total and then apply the traceback,

OMIG Response

According to 10 NYCRR Section B6-2.17(a) allowable costs shall be properly chargeable to necessary
patiant care, Costs related to the ADC are not related to patient care within the nursing facility. The
auditor adjusted this cost center/line item up to 100% through a direct assignmeant, and then disallowed
100% of the ADC items. Thess items are not being disallowed twice through the application of the
traceback percentage and then through the auwditor removal.

Disposition: The draft audit report disallowances remain the same.
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u #10 — Moveable Equipment Rental Disallowance

Facility Comment

Leasehold Improvements on building used to house nurses from Philippines. New Surfside pays well
below market value in nurses' hourly cost but must subsidize their living expenses. These
improvements should be recognized and included in equity.

OMIG Response
The usage of this particular piece of property has not been substantially documented.

Disposition: The draft audit report disallowances remain the same.
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NEW SURFSIDE NURSING HOME - AUDIT #11-3732
RATE PERIODS JANUARY 1, 2006 THROUGH DECEMBER 31, 2008
SUMMARY OF PER DIEM IMPACT AND MEDICAID OVERPAYMENT

ISSUED FINAL
PARTB & D PARTB & D RATE
MON-ELIGIBLE NON-ELIGIBLE DECREASE MEDICAID MEDICAID
RATE PERIOD RATES* RATES (INCREASE}] DAYS OVERPAYMENT

01/01/06 - 03/31/06 $200.89 $198.58 $2.31 14,685 $ 33,922
04/01/06 - D6/30/06 205.03 202.72 2.31 14,959 34,555
07/01/06 - 09/30/06 203.00 200.69 2.31 15,383 35,535
10/01/06 - 12/31/06 201.82 199.52 2.30 15,570 35,811
01/01/07 - 03/31/07 207.78 204.82 2.96 14,960 44,282
04/01/07  06/30/07 206.63 203,67 2.96 15,359 45,463
07/01/07 - 08/31/07 207.23 204.27 2.96 10,767 31,870
09/01/07 - 12/31/07 207,23 204.27 2.96 21,012 62,196
01/01/08 - 03/31/08 210.18 206.87 3.31 15,492 51,279
04/01/08 - 06/30/08 207.41 204.10 3,31 15,200 50,312
07/01/08 - 12/31/08 209.56 206.25 3.3 30,904 102,292
TOTAL MEDICAID OVERPAYMENT $ 527,517

* Any differences between these rates and the rates fisted in Exhibit |l of this audit report represent rate
changes made subsequent to OMIG's audit. These changes remain open 1o future audit by the OMIG. For
the purpose of this Exhibit, the Medicare Part B and D rates are not shown. The rate decrease/(increase)
for those rates is the same as shown for the Medicare Part B and D non-eligible rates above.



EXHIBIT N

NEW SURFSIDE NURSING HOME - AUDIT #11-3732
RATE PERIODS JANUARY 1, 2006 THROUGH DECEMBER 31, 2008
SUMMARY OF MEDICAID RATES AUDITED

The Facility's Medicaid utilization was approximately 95 percent for the period under audit
and the Medicaid per diem rates audited are shown below. Any differences between these
rates and the "lssued Rates" listed in Exhibit | of this audit report represent rate changes
made subsequent to our audit. These changes remain open to future audit by the OMIG.

ISSUED MEDICARE

PARTB&D
RATE PERIOD NON-ELIGIELE RATES *
01/01/06 - 03/31/06 $200.89
04/01/06 - 0B/30/06 205.03
07/01/06 - 08/30/06 203.00
10/01/06 - 12/31/08 201.82
01/01/07 - 03/31/07 207.78
04/01/07 - 0&/30/07 206.63
07/01/07 - 08/31/07 207.23
08/01/07 12/31/07 207.23
01/01/08 03/31/08 21018
04/01/08 - 0&6/30/08 207.41
07/01/08 - 12/31/08 208.56

*  The Medicare Part B and D ratas are not shown for the purpose of this Exhibit. The Medicare
Part B and D offsets were not within the scope of this audit and may be examined as part of a
future audit,
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NEW SURFSIDE NURSING HOME - AUDIT #11-3732
RATE PERIODS JANUARY 1, 2006 THROUGH DECEMBER 31, 2008

Return of Equity Calculation

Real Property Historical Cost per HE-128

Audit Disallowances/{Allowances)
Audited Historical Cost

Lesg: Accumulated Reimbursemeant
Audited Mat Equity

Remaining Useful Life

Audited Retum of Equity
Promulgated Return of Equity

Disallowancal!|Allowance)

r C ti
Audited Net Equity
Less: Y Currant Raturn of Equsty
Audited Met Investment
Rate of Astum
Audited Return on Equity
Promulgated Return on Eguity

Disallowance|Allowance)

RATE PERIODS

2008 2007 2008
§ 49883989 5 4992183 § 5,071,292
(3,204) (79,099) (22 878)
§ 4992193 5§ 5071282 § 5,094,170
2 969 682 3,184,412 3 429,022
§ 2022504 § 1B788BO § 1,865,148
8 2 7
$ 224723 § 234510 § 2arETE

224,723 244,781

248,157

0 10,151 10,279

£ 2022504 % 1.87GE80 % 1,665,148
112,362 117,305 118,939

F 1910742 0§ 1,7595Y5  §F 1546200
4.45% 4.90% 4.68%

b B5001 % BE218 % ¥2.ae3

85,001 89,950 75,488

5 3,731

EXHIBIT V

RETURN ON AND RETURN OF REAL PROPERTY EQUITY DISALLOWANCES/{ALLOWANCES)



