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FIELDSTON LODGE CARE CENTER - AUDIT #09-4131
OMIG RESPONSE TO PROVIDER DRAFT REPORT COMMENTS

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 for the final
audit report.

EXHIBIT III & IV COMMENTS

Adjustment #2/NFNent -- Disallowance of Unsubstantiated Expense

Facility Comment
The Facility wishes to take exception to portions of the adjustment based upon unsubstantiated
expenses. A detailed schedule with documentation is attached indicating the specific portions of the
adjustment which we take exception to.

OMIG Response
The documentation provided by the Facility substantiated only portions of the disallowed expenses.
The OMIG has determined that the substantiated charges are related to patient care and, therefore,
allowable. It was also determined that some of the substantiated expenses were improperly classified.
These charges were reclassified to the proper cost center. In an amendment letter to the draft audit
report dated October 4, 2011, the facility was notified of the reclassifications. The Facility responded to
the amendment letter on November 8, 2011 and indicated that they had no objection to the
reclassifications. The reclassifications were addressed in operating adjustments #11/NF, #10Nent of
the final audit report.

Disposition: The draft report disallowances were reduced.

Adjustment #3/NF -- Disallowance of Laboratory and Radiology Expense

same.
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Adjustment #4/NF, #3Nent - Expense not Applicable to Base Period

Facility Comment
The Facility wishes to take exception to a portion of the adjustment related to expenses not related to
the base period. Attached is a detailed schedule indicating the specific portions of the adjustment we
take exception to.

(Additional comment following a conference call with OMIG auditors)
The Facility wishes Reliable Health System purchased prior to the base period to be reclassified to the
movable equipment account and to receive the depreciation.

OMIG Response
The Reliable Health System purchase was an expense of the prior owner. The Facility is not entitled to
depreciation on equipment it did not purchase.

Disposition: The draft report disallowance remains the same.

Adjustment #5/NF, #4Nent - Expense Not Related to Patient Care

Facility Comment
The Facility wishes to take exception to a portion of the adjustment related to expenses not related to
patient care. Attached is a detail schedule indicating the specific portions of the adjustment we take
exception to.

OMIG Response
The documentation provided by the Facility substantiated that portions of the disallowed expenses are
related to patient care. The draft report disallowances were adjusted accordingly.

Disposition: The draft report disallowance was reduced.

Adjustment #6/NF, #5Nent - Disallowance of Expense Not Paid

OMIG Response
documentation

lIo1wance was

were
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Adjustment #8/NF, #7Nent - Offset of Income and Discounts

Facility Comment
The Facility wishes to take exception to a portion of the adjustment related to income offsets and or
discounts. The auditors have incorrectly assumed that figures included in our pharmacy invoice were
reductions of the invoices not recorded. The reality is that these amounts which are indicated on the
invoices for Emergency box charges and Stock medication charges are not credits. A detail schedule is
attached for your reference.

OMIG Response
The Facility received a 30% retroactive discount of $234,409 on total ChemRx Pharmacy purchases for
the base period September 1, 2003 through August 31, 2004. Only $214,711 of the discount was
applied to the base period expenses. The disallowance of $19,698 represents the difference.

Disposition: The draft report disallowance remains the same.

Adjustment #1O/NF, #9Nent - Disallowance of Worker's Compensation Expense

Facility Comment
The Facility wishes to take exception to this adjustment in its entirety. The workers compensation
expenses reported by the facility were correct. Attached is documentation to support this claim.

(Additional comment in response to the amendment letter to the draft audit report)
We are trying to locate the documentation in regards to the workers compensation expense along with
the additional audit that was performed. We will forward this documentation under an additional cover.

OMIG Response
There was no documentation attached to the Facility's response for this adjustment. At a later date, the
Facility provided one invoice for an expense that was not included in the reported expense. Therefore,
no reduction in the OMIG audit disallowance is warranted.

Disposition: The draft report disallowance remains the same.

Disposition: The draft report reclassifications increalseict
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EXHIBIT V & VI COMMENTS

Adjustment #1c/NFNent - Rental Expense

Facility Comment
The Facility wishes to take exception to the adjustment related to a lack of documentation. The Facility
has provided the auditors with a copy of the lease in question. The lease was for the equipment and
improvements within the building as of the date of transfer of ownership. Should the lease payments
not be recognized, the Facility feels at a minimum, the depreciation that would have continued to be
reimbursed had there not been a transfer of ownership should then continue.

OMIG Response
The Facility has not provided a lease agreement for the movable equipment in question.

Disposition: The draft report disallowance remains the same.

Adjustment #1d/NFNent - Rental Expense

Facility Comment
The Facility wishes to take exception to this adjustment. The rental payments were audited and verified
by the auditors. They were also reported in the correct time periods as verified by the auditors. The
reimbursement system needs to simply flow from there. This adjustment is attempting to disallow
reimbursement essentially to correct what the auditors perceive as a flaw in the reimbursement system.
No attempt was made by the auditors to determine if the Facility had properly reported any rental costs
in periods prior to the transfer of ownership that were not fully reimbursed. To do the opposite is
inconsistent with the regulations.

OMIG Response
A review of the Facility's documents and the HE-12B rate computation sheets indicates that the
disputed invoices were reported in both the based period (9/1/03-8/31/04) cost report and the 2004 cost
report, resulting in duplicate reimbursement in rate year 2006. For this reason, no reduction in the
OMIG audit disallowance is warranted.

same.

OMIG Response
The documentation prcwicied

care

was reduced~
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Adjustment #1g/NFNent - Rental Expense

Facility Comment
The Facility wishes to take exception to this adjustment. The rental payments were audited and verified
by the auditors. They were also reported in the correct time periods as verified by the auditors. The
reimbursement system needs to simply flow from there. This adjustment is attempting to disallow
reimbursement essentially to correct what the auditors perceive as a flaw in the reimbursement system.
No attempt was made by the auditors to determine if the Facility had properly reported any rental costs
in periods prior to the transfer of ownership that were not fully reimbursed. To do the opposite is
inconsistent with the regulations.

OMIG Response
Capital cost reimbursement methodology allows actual capital costs based on a two year lag.
However, in the case of a new base period, first year capital costs are typically used for a period of
three rate years in order to establish the two year lag required by regulation. In certain instances, this
will cause the over reimbursement of expense. As rate methodology regulations allow reimbursement
of actual costs incurred, the excess reimbursement is corrected on audit. For this reason, no reduction
in the OMIG audit disallowance is warranted.

Disposition: The draft report disallowance remains the same.

Adjustment #5/NF, #4Nent - Sales Tax Expense

Facility Comment
The Facility wishes to take exception to this adjustment in its entirety. The Facility provided the detail of
the amounts reported as sales tax expense to the auditors at the time of the audit. A copy of the detail
is attached.

OMIG Response
The documentation provided by the Facility in the response to the draft audit report substantiated
disallowed sales tax expense. However, the OMIG determined that the Facility was reimbursed sales
tax in both the property per diem and operating per diem of the 2006 through 2008 rates, resulting in
duplicate bUl'sem In an letter to the draft audit report dated October 4, 2011 j the

Disposition: The draft report disallowance was reduced.

Adjustment #6/NF, #5Nent ~ Real Property Depreciation Expense
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EXHIBIT VII COMMENTS

Facility Comment
As we did not receive revised rate sheets with the draft audit report package, the Facility wishes to
reserve its right to take exception upon verification of the final rates after any revisions based upon the
documentation being provided with this package that the facility is below the ceiling.

OMIG Response
The Facility's rights to contest errors made in the rate calculation process are enumerated in
10 NYCRR Section 86-2.14.

Disposition: The draft report disallowance remains the same.
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