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Enclosed is the final audit report of the Office of the Medicaild Inspector General's (the “OMIG™)
audit of Split Rock Rehabilitation and Health Care Center's (the “Facility") Medicaid rates for
the rate period September 19, 2002 through December 31, 2007. In 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 December 5, 2013, you identified specific audit
findings with which you disagreed. Your comments have been considered (see Attachment A)
and the report has been either revised accordingly and/or amended to address your comments
(see Attachment B). Consideration of your comments resulted in an overall reduction of
$410,751 to the total 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. The Medicaid overpayment
associated with OMIG adjustments was $1,357 460. However, this audit also processed
Bureau of Long Term Care appeals that resulted in an amount due the Facility of $582,928.
Consequently, based on the enclosed audited rates calculated by the Bureau of Long Term
Care Reimbursement, the Medicaid overpayment currently due is $774,541. 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 Facility by the OMIG Bureau of
Collections Management.
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The overpayment does not reflect the impact on rates subsequent to December 31, 2007 that
utilized the September 19, 2002 through September 18, 2003 base period for operating
expense. Any overpayment resulting from operating expense disallowances in the
September 19, 2002 through September 18, 2003 base period report for rates subsequent to
December 31, 2007 will be addressed in the future.

In accordance with 18 NYCRR Part 518 which regulates the collection of overpayments, your
repayment options are described below.

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 Depariment of Health
Medicaid Financial Management
GMARESP Corning Tower, Room 2739
File #08-4250
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 the 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. If 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
New York State Office of the Medicaid Inspector General
800 North Pearl Street

Albani, 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 related to rate setting or rate setting methodology. In addition, you may not raise any
issue that was raised or could have been raised at a rate appeal with your rate setting agency.

You may only request a hearing to challenge specific audit adjustments which you challenged
in a response to the draft audit report.
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If you wish to request a hearing, the request must be submitted in writing to:

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

Questions reiardlng the request for a hearing should be directed to the Office of Counsel at

If a hearing is held, you may have a person represent you or you may represent yourself, If
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 any questions, please contacti | . -

through email at_ Please refer to audit number 08-4250 in
all correspondence.

Bureau of Hate Audit
Division of Medicaid Audit
Office of the Medicaid Inspector General

Enclosure

Attachment A - Facility Draft Audit Report Comments and OMIG Response
Attachment B - Summary of Changes from Draft Report to Final Report

EXHIBIT | - Summary of Per Diem Impact and Medicald Overpayment
EXHIBITII - Summary of Medicaid Rates Audited
EXHIBIT il - Operating Expense Disallowances/(Allowances) — Nursing Facility

EXHIBIT IV - Operating Expense Disallowances/(Allowances) — Ventilator Unit
EXHIBITY - Property Expense Disallowances/(Allowances) — Nursing Facility
EXHIBIT VI - Property Expense Disallowances/{Allowances) — Ventilator Unit

EXHIBIT VIl - Retumn on and Return of Real Property Equity Disallowances/(Allowances)
EXHIBIT VIl - Retum on Average Equity Disallowances/{Allowances)

cerTIFIED MAIL I
RETURN RECEIPT REQUESTED
Ver-1T.0
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AMOUNT DUE: $774,541 OTHER:

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.
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New York State Department of Health
Medicaid Financial Management
GNARESP Corning Tower, Room 2739
File #08-4250
Albany, New York 12237-0048

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

CORRECT PROVIDER NUMBER



ATTACHMENT A
Page 1 of G

SPLIT ROCK REHABILITATION AND HEALTH CARE CENTER - AUDIT #08-4250
FACILITY DRAFT AUDIT REPORT COMMENTS AND OMIG RESPONSE

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

draft audit report response comments. See Attachment B for adjustment changes included In
the final audit report.

EXHIBIT Il & IV COMMENTS
Adjustment #2/NF/Vent - Unsubstantiated Expanse Disallowances

Facili omment

Split Rock takes exceplion to the proposed audit disallowances. Included as Attachment #1 are
invoices from Budget Services for the period 9/19/2002 through 12/31/2002. Please nofe that the
invoices amounts for the position of Medical Director exceed the amounts allowed per audil. Please
make the appropriate adjustments to the operating component of the Medicaid rate to reflect the
invoices amounts. Split Rock is making every effort to produce the cited documentation reiated to the
inhalation therapy and laboralory service expenses. However, our efforts are hampered due fo the

circumstances of ownership change in February 2009. When the cited documentation is available we
will provide it to the OMIG.

oM

The documentation submitted by the Facility to substantiate Medical Director expense is the same
documentation provided to the auditors during the course of the audit. The Facility was already allowed
the amount indicated on the invoices, Therefore, the disallowance to the Medical Direclor remains the
gama. Thea Facility did not provide any additional documentation in their response to substantiate
inhalation therapy and laboratory expenses.

Disposition: The draft report disallowance remains the same.

EXHIBIT V & VI COMMENTS

Adjustment #1/NF, #2/Vent — Return on and of Eguity Disallowances
Facility C

Split Rock objects to the proposed disallowances and has provided the OMIG with documentation in
support of claimed costs via email on November 5 and November 6, 2013. The Home is again
providing OMIG with the supporting documentation in support of claimed costs Iﬁ.nachrnenl ).
Additionally, the Home requests that the attached invoicas (Attachment # 3) from
I ich were classified as organizational expenses be considered as additions to
the leasehold improvement account as these invoices reflect services provided in connection with
Limited Review Application # 3855,
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OMIG Response

The Facliity submitted documentation to substantiate leasehold improvements. The documentation
was accepted with the exception of reported dialysis costs of $7,500, which ramains disallowed.
Payments made to ill ramain as organization costs.

Disposition: The draft report disallowance was reduced.

Adjustment #2/NF, #3/Vent — Unsubstantiated Automobile Expense Disallowances
Facility Comment

Split Rock takes exception to the proposed audit disallowances. Split Rock is making every effort to
produce the cited documentation. However, our efforts are hampered due to the circumstances of

ownership change in February 2009. When the cited documentation is available we will provide it to
the OMIG.

OMIG Response

The Facility has not submitted any documentation substantiafing the relationship to patient care for
reported automobile costs, Therefore, no reduction in the OMIG audit disallowance is warranted.

Disposition: The draft report disallowance remains the same.

Adjustment #3/NF, #4/Vent — Undocumented Expense Disallowances

mme
The Home objects to the proposed audit disallowances.

Property Insurance: Split Rock has previously provided documentation in support of property insurance
expense via email on Oclober 28, 2013. Attachment # 4 again provides copies of the documentation in
support of the property insurance expense.

Movable Equipment Depreciation: Split Rock has praviously provided documentation in support of this
expensa via email on October 28, 2013 (Attachment #3). In addition to the support previously provided
we have included additional documentation in support of the claimed expense (Attachment #6). In
addition to the necessary adjustments to the audit report, Split Rock requests that the OMIG also
process "Time of Audit "Appeals #12951, #12952, #12971, #12972 and #12973, These audit appeals
are related to movable equipment depreciation expense and were timely submitted in accord with
10 NYCRR B86-2.13(b). Copies of these appeals, previously submitted to OMIG via email of October
20, 2013, are included as Attachmenl #7.

Organization Cosis: The Home has previously provided information to the OMIG on this issue via amall
of November 5, 2013. This information is again submitted as Attachment # B. Split Rock is attempting
to locate additional information related to this issue. However, our efforts are hamperad due to the
circumstances of ownership change in February 2009, When additional documentation is available we
will provide it to the OMIG.
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OMIG Response
Tha Facility submitted documentation to substantiate property insurance costs. This disallowance was
aliminated.

Documentation submitted by the Facility to substantiate certain moveable eguipment costs was
reviewed and accepted. However, documentation to substantiate moveable equipment costs of $6,490
and 52,851 purchased in 2004 and 2005, respectively, was not received. The related depreciation
expanse ramains disallowed. In addition, OMIG processed Appeals #12951, #12052, #12071, #12972
and #12873. As a resull, allowances were made to moveable equipment depreciation in the rate period
September 18, 2002 through December 31, 2006. The allowances were included in the BLTCR Open
Appeals section in Exhibit ¥ and Exhibit V1.

Documentation submitted by the Facility to substantiate organization costs was accepled with the
exceplion of costs totaling $15,090, which remain undocumented. As a result, organization
amortization costs were reduced.

Disposition: The draft report disallowance was reduced.

Adjustment #6/NF, #7/Vent — Return on Average Equity Disallowances

Facility Comment

Split Rock takes exception to the proposed audit disallowance. Upon purchase of a business the buyer
and seller negotiate a price. Often this price is determined by the potential profitability of the entity. The
price will frequently exceed the appraised value of the asseis. This additional segment of the price is
called "goodwill". The buyer will obtain financing for the purchase. A significant portion of the financing
for the purchase is due to value of goodwill that the buyer and seller agree as appropriate. In the Split
Rock deal, the facility was essentially bought for $20,000.000. The balance sheet of the nursing home
and real estale are lo be regarded as one. The land, building ard equipment were paid for by capital
and adjustments. The $14,181,000 of goodwill was financed by the loan from for $14,000,000.
The financing is used to pay for this additional value. If the audit eliminated the asset of goodwill i
should also eliminate the associated morigage liability in computing equity.

OMIG Response

The Commissioner has determined that goodwill is not a recognized assat for Medicaid reimbursement
purposes. |n that regard, the Bureau of Long Term Care Reimbursement (BLTCR) has formulated a
methodology for the computation of the Return on Average Equity thal excludes goodwill. It does,
however, recognize the entire liability on real property. On that basis, the OMIG uses the methodology
set forth by the BLTCR and therefore considers this to be a methodology issue.

Disposition: The draft report disallowance remains the same,

Adjustment #7/NF, #8Vent — Organization Costs Disallowances
Facility Comment

Split Rock takes exception to the proposed audit disallowances, The Home has previously provided
information to the OMIG on these issues via email of November 5, 2013. This information is again
submitted as attachment #8. Split Rock is attempting to locate additicnal information related to this
issue.
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However, our efforts are hampered due to the circumstances of ownership change in February 2009,
When additional documentation is available we will provide it to the OMIG.

OMIG Response

The Facility submitted documentation to substantiate certain organization costs. The documentation
was accepted with the exceptlion of dialysis costs of $24,000. The amortization costs related to the
dialysis unil remains disallowed.

Disposition: The draft report disallowance was reduced.

Adjustment #9/NF, #10/Vent - Working Capital Interest Expense Disallowances

Facility Comment

Split Rock objects to the proposed audit disallowances. These issues were addressed in an email of
October 28, 2013 but are repeated and supplementad below.

For the period 8/18/2002 through 3/31/08, the audit report proposes to disallow working capital interest
expansa in its entirety. Part 86-2.20 states, “Interest for all residential health care facilities: (a)
Mecessary interest on both current and capital indebtedness is an allowable cost for residential health
care facilities; (b) To be considered as an allowable cost, debt generating interest shall be incurred to
salisfy a financial need, and interest expense shall be af a rate not in excess of what a prudent
borrower would have had to pay in the money market at the time the loan was made. Also, the interest
shall be paid to a lender not related through control, ownership, affiliation or personal relationship to the
borrower, except in instances where the prior approval of the Commissioner of Health has been
obtained.” The report does not indicale that the reported expense is not necessary or that the interest
rate is excessive. The loan is clearly not from a related party. It is noted that for all periods covered by
this audit the amount of the line of credit was reported as a current liability, The line of credit was for
the purpose of providing working capital for operations, consistent with the definition in PRM-1 section
202, which states: "Current borrowing is usually for purposes such as working capital for normal
operating expanses”,

The proposed audit adjustment includes the comment: "It has been determined by the Commissioner
that the interest expense related to working capital loans that are considered “interest only™ s not
reimbursable for Medicaid purposes.” The auditors have not provided any written evidence regarding
the identified Commissioner determination. None of the regulatory cites noted in the report reference
that working capital loans must be amortizing for the interest expense fo be considered allowable.
FRM-1 Section 202.1 includes the following with respect to identifying and accounting for interest
expense. “Various methods of identifying and accounting for interest costs are used, These include
periodic cash payments of interast with or without repayment of all or part of the loan; prepayment of
interest when the liability is incurred with charges to interest expense recorded in relation to the
accounting period; and accrual of interest with no cash payment with a corresponding record of the
unpaid liability reflected in the accounting records. The method actually used depends on the type of
ioan and the terms of the loan agreemeant.”

Furthermore the characterization that the working capital loan in question is “interest only” is inaccurate.
The absence of a monthly amortization schedule does not make a loan an “interest only” loan. The
terms of Split Rock's working capital loan required monthly interest payments and repayment of the
principal balance in Septembar 2005,
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In processing the facility's base year cost report (rate years 9/19/02 through 12/31/05), the Depariment
of Health (DOH) was fully aware of the nature of the reported working capital interest expense. The
amount of the expense was disclosed on Schedule D and the basic financial terms of the loan were
disclosed in the notepad submitted as part of the cost report. Thus it was clear to the DOH thal the
working capital interest expense related to a line of cradit, that matured in Seplember 2005 and that
current terms required interest only payments. Furthermore, it is noted that the DOH waived the
working capital interest expense threshold in accordance with Part 86-2.20 (d) {2i).

In allowing working capital interest expense, in accord with Part 86-2.20, the Department must
necessarily consider the nalure and circumstances of the working capital loan. In this instance, the line
of credit was to provide working capital funding covering the temporary shortfall in Medicaid
reimbursement to support the new operator's increase in annual operating expenses resulting from the
acquisition of Split Rock Rehabilitation in September 2002. As demonsirated by a comparison of the
base period operating expenses ($26,067,493) to the operating expenses reported by the prior operator
($21,652,210) thal annual cost increase was In excess of $4M. The temporary shortfall in Medicaid
reimbursament for these expenses would nol be reversed until a future date after the DOH had
processed a rate appeal for increased Medicaid reimbursement reflecting the new operator’s base
period expenses. That rate appeal # 423810 was submitted by the new operator in August 2004 and
approved by the DOH in July 2005. The increased Medicaid revenues, approximating $3.4 million,
were subsaquently available to the new operator. Consequently in 2005 the principal amount of the
line of credit was reduced.

Rate adjustments based on new base year cost reporis are subject to review by numerous levels in the
DOH rate setfing hiararchy, prior to submission of the Medicaid rate to the Division of the Budget. Itis
incomprahansibla that DOH would have included the incurred and reported interest expense in the
Medicaid reimbursement rate and provided a waiver of the interest expense threshold, if such
"Commissioner Determination” was applicable or existed at the time of base year cost report rate
appeal processing. Consequently, the audit disallowance for the rate periods 9/19/02 through 12/31/05
is inappropriate.

Additionally, in establishing the 2006 Medicaid rates the DOH included the full amount of the working
capital loan as reported in Schedule D of the facility's 2004 cost report again waiving the working
capital threshold. This is not a mechanical action but rather a conscious decision by DOH, after
consideration of the circumstances related fo the working capital loan, The notepad to the 2004 cost
report again fully disclosed the terms of the line of credit. While Public Health Law 2808 22{a)
apparently disqualifies Medicaid reimbursement beginning in Aprl 2006, the interest expense as
allowed by DOH should be included in the Medicaid reimbursement rate for the period 1/1/06 through
3/31/06 for the same reason that it is allowable for the period 9/18/02 through 12/31/05.

OMIG Response

The Facility obtained a working capital loan in September, 2002. Interest only was paid in 2002, 2003
2004 and 2006. In 2005 and 2008, various payments were paid to reduce the principal, but the loan
was never amortized during the life of the loan. The loan was paid off in 2009.

A working capital loan is considered a short term loan with periodic payments of both interest and
principal. Interest must be supporied by evidence of an agreement that funds were borrowed and that
paymenl of interest and repayment of the funds are required. A working capital loan that is
non-amortizing and interest only, with a term of approximately seven years, is not regarded as curmrent
indebtedness and, therefore, not recognized for Medicaid reimbursement.
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The Facility argues that DOH included the incurred and reported interest expense in the Medicaid
reimbursameant rate and provided a waiver of the interest expense threshold, and therefore the expense
is allowabla, The BLTCR calculates rates using information provided by the Facility. In accordance
with 10 NYCRR Part 86-2.7{a), "All fiscal and siatistical records and reports shall be subject to audit.
All underlying books, records and documentation which formed the basis for the fiscal and statistical
reports, filed by the residential health care facility with the department, shall be kept and maintained by
the facility for a period of time not less than six years from the date of filing, or the date upon which the
fiscal and statistical records were to be filed, whichever is the later date. In this respect, any rate of
paymenl cerlified by the State Commissioner of Health based on the initial submission of base year
data and reports will be construed to represent a provisional rate until such audit is perfformed and
completed, at which time such rate or adjusted rate will be construed to represent the audited rate.”

Disposition: The draft report disallowance remains the same.
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EXHIBIT VI - PROPERTY EXPENSE DISALL OWANCES/IALLOWANCES)-

VENTILATOR UNIT
i, MOVABLE EQUIPMENT DEPRECIATION ALLOWANCES 9 902- 1231105 -
2008
2. RETURN OM AND OF EQUITY DISALLOWAKNCES BM18/02-12731102 3B0
2003 280
2004 254
2005 193
2006 R
2007 3,440
9/19/02-12/31/03 1,020
2004-2005 1,030
H006 31,735
2007 46,805
3. UNSUBSTANTIATED AUTOMOBILE EXPENSE DISALLOWANCES SMeN2-1 213105 9,088
2006 1,431
2007 4,485
SGHE02-125405 8,230
2007 6,443
4 UNDOCUMENTED EXPENSE DISALLCWANCES S 02- 123105 28,450
2008 849
2007 80,174
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T. RETURN ON AVERAGE EQUITY DISALLOWANCES BME02-1253102 144 515
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2004 B0, 180
2005 08,817
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Ha. ORGAMEATION COSTS ISALLOWANCES 8M1882-12/3107 1,588
8o ORGANZATION COSTS DISALLOWANCES 2006 5811
2007 12,722
10a. WORKING CAPITAL INTEREST EXPENSE DISALLOWANCES 9M02-12/31105 130,271
2006 170,035
2007 34,746
10, WORKING CAPITAL INTEREST EXPEMSE DISALLOWANCES 2006 28,545
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SUMMARY OF CHANGES FROM DRAFT REPORT TO FINAL REPORT

Change
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Mate: The adjustmenis shown above only reflect those adjustrmenis sddressad in the Faecllin's response. All ofher sdusiments ramain the

sarma g5 shown in the draft sudt report.
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i REMAH i 1 L AT k i - =i},
RATE PERIODS SEPTEMBER 19, 2002 THROUGH DECEMBER 31, 2007
SUMMARY OF PER DIEM IMPACT AND MEDICAID OVERPAYMENT

ISSUED FINAL
PARTB & D PARTB &D RATE

MON-ELIGIBLE MNOMN-ELIGIBLE DECREASE MEDICAID MEDICAID
RATE PERIOD RATES" RATES (INCREASE} DAYS OVERPAYMENT
NURSING FACILITY
091902 - 09/30/02 $197.25 $194.74 $2.51 2,270 $ 5,698
10/01/02 - 12/31/02 195.57 193.06 2.51 15,984 40,120
01/01/03 - 03/31/03 194.27 192.16 2.1 15,245 32,1687
04/01/03 - 08530503 198.36 196.25 2.11 13,915 29,361
a7/01/03 - 09/30/03 201.84 199.73 2.11 15,062 31,781
10/01/03 - 12/31/03 198.43 196.32 2.11 15,586 32,886
01/01/04 - 03/31/04 202.23 200.32 1.91 15,664 29.918
04/01/04 - 06/30/04 202.21 200.31 1.80 14,959 28,422
070104 - 09730/04 202 87 200.96 1.91 15,587 207711
10/01/04 - 12/31/04 204.67 202.76 1.91 14,663 28,006
01/01/05 - 03/31/05 212.58 210.38 2.20 13,168 28,970
04/01/05 - 0830005 212.68 210.47 2.21 13,863 30,858
07/01/05 - 09/30/05 214.36 21216 2.20 15,850 34,870
10/01/05 - 12/31/05 214.03 211.82 2.21 14,699 32,485
010106 - 03531506 228.37 22429 4.08 13,506 55,104
04/01/06 - 06/30/06 229.11 225.03 408 14,874 60,6886
a7/01/06 - 09/30/06 227.23 223.16 4.07 15,626 63,191
10/01/06 - 12/31/06 23813 23405 4.08 16,107 65,717
01/01/07 - 03/31/07 24715 245,89 1.26 16,263 20,491
04/01/07 - 06/30/07 245,78 244,52 1.26 16,604 21,034
07/01/07 - 08/31/07 247 .68 246,42 1.26 11,711 14,756
08/01/07 - 12/31/07 247 .68 246.42 1.26 23,485 29 591

MEDICAID OVERPAYMENT - NURSING FACILITY $ 745 883
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FIATE PEFHDDS EEPTEMEEH 19, Eﬂﬂi THFIUUEH DEGEMEEFI AN, Eﬂﬂ?'
SUMMARY OF PER DIEM IMPACT AND MEDICAID OVERPAYMENT

ISSUED FINAL
PARTB &D PARTB&D RATE

NON-ELIGIBLE NON-ELIGIBELE DECREASE MEDICAID  MEDICAID
RATE PERIOD RATES* RATES (INCREASE) DAYS OVERPAYMENT
VENTILATOR UNIT
09/19/02 - 09/30/02 $564.61 $564.98 ($0.37) 196 §  (73)
10/01/02 - 12/31/02 564.34 564.75 (0.41) 1,255 (515)
01/01/03 - 03/31/03 562.84 566.60 (3.76) 1,380 (5,189)
04/01/03 - 06/30/03 565.38 569.14 (3.76) 1,927 (7,246)
07/01/03 - 09/30/03 565.32 560.08 (3.76) 1,852 (6,964)
10/01/03 - 12/31/03 561.74 565.50 (3.76) 1,853 (6,967)
01/01/04 - 03/31/04 575.75 580.90 (5.15) 1,501 (7,730)
04/01/04 - 06/30/04 579.03 584 18 (5.15) 1,204 (6,664)
07/01/04 - 08/30/04 577.35 582.50 (5.15) 1,255 (6,463)
10/01/04 - 12/31/04 571.03 576.17 (5.14) 1,191 (6,122)
01/01/05 - 03/31/05 587.62 580.08 (2.47) 1,343 (3.317)
04/01/05 - 06/30/05 582.47 584,94 (2.47) 1,642 (4,056)
07/01/05 - 09/30/05 585.82 588.29 (2.47) 1,872 (4,624)
10/01/05 - 12/31/05 590,69 593.16 (2.47) 1,869 (4,6186)
D1/01/06 - 03/31/06 629.95 614.40 15.55 1,139 17,711
04/01/06 - 06/30/06 628.94 613.42 15.52 1,146 17,786
07/01/06 - 09/30/06 629.28 613.76 15.52 975 15,132
10/01/06 - 12/31/06 630.80 615.28 15.52 950 14,744
01/01/07 - 03/31/07 646.75 634.60 12.15 645 7.837
04/01/07 - 06/30/07 643.05 630,96 12.09 741 8,959
07/01/07 - 10/31/07 643.05 630.96 12.09 888 10,736
11/01/07 - 12/31/07 643.05 630.96 12.00 521 6,299
MEDICAID OVERPAYMENT - VENTILATOR UNIT $ 28658
TOTAL MEDICAID OVERPAYMENT § 774,541

* Any differences between these rates and the rates listed in Exhibit |l of this audit report represent rate changes
miade subseguent to OMIG's audil,. These changes remain open to future audit by the OMIG. For the purpose of
this Exhibit, the Medicare Part B and D rafes are not shown. The rale decreasal(increase) for those rates |s tha
same a3 shown for the Medicare Part B and D non-eligible rates above.

MOTE: OF the fotal Medicaid impact listed above, the impact associated with the processing of Bureau of Long Term
Care open appeals i 55582,928 due the Facllity.



EXHIBIT I

N ER - AL

= L) =3,
ECEMBER 31, 200
SUMMARY OF MEDICAID RATES AUDITED

TE PERIODS SEPTEMBER 18, 2002 THROUGH D

The nursing facility's (NF) Medicaid utilization was approximately 87 percent and the ventilator
unit's (Vent) Medicaid utilization was approximately 62 percent for the period under audit. 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
NON-ELIGIBLE RATES *
RATE PERIOD NF Vent
09/19/02 - 09/30/02 $197.25 §564.61
10/01/02 - 12/31/02 195.57 564.34
01/01/03 - 03/31/03 194.27 562.84
04/01/03 - 06/30/03 108.36 565.38
07/01/03 - 09/30/03 201.84 565.32
10/01/03 - 12/31/03 198.43 561.74
01/01/04 - 03/31/04 202.23 575.75
04/01/04 - 06/30/04 202.21 579.03
07/01/04 - 09/30/04 202.87 577.35
10/01/04 - 12/31/04 204.67 571.03
01/01/05 - 03/31/05 212.58 587.62
04/01/05 - D6/30/05 212.68 582.47
07/01/05 - 09/30/05 214.36 585.82
10/01/05 - 12/31/05 214.03 590.60
'01/01/06 - 03/31/06 228.37 629.95
04/01/06 - D6/30/06 229.11 628.94
07/01/06 - D9/30/06 227.23 629.28
10/01/06 - 12/31/06 23813  630.80
01/01/07 - 03/31/07 247 15 646.75
04/01/07 - 06/30/07 245.78 643.05
07/01/07 - 08/31/07 247.68 643.05
09/01/07 - 12/31/07 247 68 643.05

The Medicare Part B and D rates 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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EXHIBIT VI

RATE PERIII:‘JDE EEFTEHEEH 19, EIHIE THRI‘.)UEH DEEEMEEH 3-1 Eﬂl.'lT
RETURN ON AND RETURN OF REAL PROPERTY EQUITY DISALLOWANCES/(ALLOWANCES)

Return of Equity Calculation

Real Property Historical Cost per HE-128

Audil Dhsallcwancesf{ Allowances)

Audited Hislorical Cost

Lezz: Accumated Redmbursement

Audited Met Equity
Remaining Useful Life
Audited Return of Equity
Promulgated Retum of Eguity

Disallowance/[ASowance)

Return on Equity Caleulation
Audited Met Equity

Less: ¥ Current Retwrn of Equity
Audited Net Investment

Rate of Retum

Audited Return on Equity
FPromulgated Retum on Equity

Drisallowanca| Allowanca)

RATE PERIODS

2002 2003 2004 20035 2006 2007
$3.860175 §3B60,175 §$3BE017S 3860175 $4.030256 $4,151.535
7.500 7.500 7.500 7.500 7,500 7,500
$3852,675 §$3B52675 B3B52675 $3.B52675 $4022756  §4,144,035
2888176 _ 2848,025 _ 3007874 _ 3167723 _ 3,327.571 3,539,195
11644588 51004850 §F B44801 § 684052 § 695185 § 604,840
7.285 6.285 5.285 4.285 3.285 2.000
$ 159849 § 150849 § 159849 § 150848 § 211824 § 302420
160,878 160,878 160,879 160,879 212,654 303,506
$§ 1020 § 1029 § 1030 $ 1030 § 1030 5 1176
$1,164498 S$1004850 § B44B01 § BB4052 § BO5185 § 604,840
79,925 78,825 79,925 70,025 105,812 151,210
§1084574 § 924725 § 7B4876 § 605027 § 589373 § 453830
5.44% 4.88% 5.15% 4.95% 4.45% 4.90%
§ 58001 § 45127 § 3083 § 20848 5§ 26287 § 22228
58,381 45417 30,645 30,142 26,355 22,314
5 380 § 290 § 254 % 193 § 128§ BB
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