STATE OF NEW YORK
OFFICE OF THE MEDICAID INSPECTOR GENERAL
90 Church Street, 14" Floor
New York, New York 10007

ANDREW M. CUOMO JAMES C. COX
GOVERNOR MEDICAID INSPECTOR GENERAL

June 12, 2013

Silver Lake Specialized Rehabilitation
and Care Center

275 Castleton Avenue

Staten Island, New York 10301

Re: Medicaid Rate Audit #09-3503
NPI Number:
Provider Number:

Dear N

Enclosed is the final audit report of the Office of the Medicaid Inspector General's (the “OMIG")
audit of Silver Lake Specialized Rehabilitation and Care Center’s (the “Facility”) Medicaid rates
for the rate period January 1, 2004 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 January 3, 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
$10,461 to the total Medicaid overpayment shown in the draft audit report. However,
calculation of the overpayment by the Bureau of Long Term Care Reimbursement (“BLTCR”)
resulted in an increase of $20,956 to the total Medicaid overpayment. Specifically, the increase
results from the inclusion of audited patient days in the calculation of the per diem add-ons for
the 2004 rate year. 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 BLTCR, the Medicaid overpayment
currently due is $189,053. This overpayment is subject to Department of Health (the “DOH")
and Division of Budget (the “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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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:

I
New York State Department of Health
Medicaid Financial Management
GNARESP Coming Tower, Room 2739
File #09-3503
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 15% withhold after 20 days
until the agreement is established. The OMIG may require financial information from
you to establish the terms of the repayment agreement. If additional information is
requested, the OMIG must receive the information within 30 days of the request or a
50% withhold will be imposed. 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. The OMIG will notify you no later than 5 days after initiating such action. If you
wish to enter into a repayment agreement, you must forward your written request within
20 days to the following:

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

If within 20 days, you fail to make full payment or contact the OMIG to make repayment
arrangements, the OMIG will establish a withhold equal to 50% of your Medicaid billings to
secure payment and liquidate the overpayment amount, interest and/or penalty, not barring
any other remedy allowed by law. The OMIG will provide notice to you no later than 5 days
after the withholding of any funds.

In addition, if you receive an adjustment in your favor while you owe funds to the State, such
adjustment will be applied against the amount owed.
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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.

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 North Pearl Street
Albany, New York 12204

Questions regarding the reiuest for a hearing should be directed to ||| EGTTNGNGNN

of 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 attorney, 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. If you
taie 2y ucsions rogaring the above, peaie coniac I —

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

Enclosure:

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

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

EXHIBIT IV - Property Expense Disallowances/(Allowances) — Nursing Facility
EXHIBITV - Property Expense Disallowances/(Allowances) — Ventilator Unit

EXHIBIT VI - Correction of Patient Days

EXHIBIT VII - Return On and Return Of Real Property Equity Disallowances/(Allowances)
EXHIBIT VIl - Return On Average Equity Disallowances/(Allowances)

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Ver-17.0



NEW YORK STATE
OFFICE OF THE MEDICAID INSPECTOR GENERAL
REMITTANCE ADVICE

NAME AND ADDRESS OF AUDITEE NPI #:
PROVIDER #:

Silver Lake Specialized
Rehabilitation and Care Center AUDIT #09-3503
275 Castleton Avenue

Staten Island, New York 10301 PROVIDER

AUDIT

[
[X
TYPE [
[

]
]
|
]

AMOUNT DUE: $189,053

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:

I
New York State Department of Health
Medicaid Financial Management
GNARESP Corning Tower, Room 2739
File #09-3503
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

SILVER LAKE SPECIALIZED REHABILITATION AND CARE CENTER - AUDIT #09-3503
FACILITY DRAFT 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 IV AND V COMMENTS

Adjustment #3a — Movable Equipment Depreciation Disallowances
Based on the Facility's response and the documentation included, this adjustment has been eliminated.
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SUMMARY OF CHANGES FROM DRAFT REPORT

EXHIBIT lll - OPERATING EXPENSE DISALLOWANCES/(ALLOWANCES)

1. ELIMINATION OF SALES TAX EXPENSE

- PROP! C L

NURSING FACILITY
1. PROPERTY AND BOILER INSURANCE DISALLOWANCES

2. RETURN OF EQUITY DISALLOWANCES

RETURN ON EQUITY DISALLOWANCES

3. MOVABLE EQUIPMENT DEPRECIATION DISALLOWANCE

a)

b)

4. EQUIPMENT RENTAL DISALLOWANCES

a)

b)

5. DISALLOWANCE OF AUTOMOBILE RENTAL EXPENSES

6. DISALLOWANCE OF AUTOMOBILE INSURANCE EXPENSE

7. RETURN ON AVERAGE EQUITY ALLOWANCES

8. WORKING CAPITAL INTEREST DISALLOWANCES
a)
b)

c

9. INVESTMENT INCOME OFFSET REVERSAL

Rate

Period
Operating

Base

2004

2005
2006

2006
2007

2004

2006
2007

2004
2005

2007

2006
2005
2006
2006
2007
2006

2005
2006
2007

Description

Sales Tax

Prop. Insurance
Prop. Insurance

Return of Equity
Return of Equity
Return of Equity
Return of Equity
Return on Equity
Return on Equity
Return on Equity
Return on Equity

ME Depr.
ME Depr.
ME Depr.
ME Depr.
ME Depr.

RentE
RentC
RentC
Rent C
RentD

Rent A
Rent A
Rent A
RentC

Auto Insurance
Auto Insurance
Auto Insurance
Auto Insurance

Ret. on Avg. Eq.
Ret. on Avg. Eq.
Ret. on Avg. Eq.
Ret. on Avg. Eq.

Working Cap. Int.
Working Cap. Int.
Working Cap. Int.
Working Cap. Int.
Working Cap. Int.
Working Cap. Int.

Income Offset
Income Offset
Income Offset

Draft
Disallowance

(Allowance) Change (Allowance)
$ 36,715 § -

1,318
1,478

7,023
7,023
7,022
(116,463)
1,265
869

469
9,248

2,712
5423
5423
188
376

810
1,343
7,694

339
4,386

5,024
6,000
6,000
6,366

3,955
3,631
3,389
4,770

(248)
(328)
(396)
(9.569)

158
1,554
95
2,179
340
23,164

(239)
(91)
(302)

ATTACHMENT B

Page 1 of 2

Final

Disallowance

$

36,715

1,318
1,478

7,023
7,023
7,022
(116,463}

1,265

869

469
9,248

188
376

810
1,343
7,694

339
4,386

5,024
6,000
6,000
6,366

3,955
3,631
3,389
4,770

(248)
(328)
(396)
(9,569)

158
1,554
2179

23,164
(239)

(91)
(302)
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SUMMARY OF

EXHIBIT V- EXPENSE DISALLOWANCES/{ALLOWANCES
VENTILATOR UNIT
1. PROPERTY AND BOILER INSURANCE DISALLOWANCES 2005
2. RETURN OF EQUITY DISALLOWANCES 2005
2006
2007
RETURN ON EQUITY DISALLOWANCES 2005
2006
2007
3. MOVABLE EQUIPMENT DEPRECIATION DISALLOWANCE
a) 2005
2006
b) 2006
2007
4. EQUIPMENT RENTAL DISALLOWANCES
a) 2004
2004
2005
2006
b) 2006
2007
5. DISALLOWANCE OF AUTOMOBILE RENTAL EXPENSES 2005
2006
2007
6. DISALLOWANCE OF AUTOMOBILE INSURANCE EXPENSE 2005
2006
2007
7. RETURN ON AVERAGE EQUITY ALLOWANCES 2005
2006
2007
8. WORKING CAPITAL INTEREST DISALLOWANCES
a) 2006
b) 2005
2006
2006
2007
c) 2006
9. INVESTMENT INCOME OFFSET REVERSAL 2005
2006
2007

Prop. Insurance

Return of Equity
Return of Equity
Return of Equity
Return on Equity
Return on Equity
Return on Equity

ME Depr.
ME Depr.
ME Depr.
ME Depr.

Equip. Rental
Equip. Rental
RentE
RentC
RentC
RentD

Rent A
RentA
RentC

Auto Insurance
Auto Insurance
Auto Insurance

Ret. on Avg. Eq.
Ret. on Avg. Eq.
Ret. on Avg. Eq.

Working Cap. Int.
Working Cap. Int.
Working Cap. Int.
Working Cap. Int.
Working Cap. Int.
Working Cap. Int.

income Offset
Income Offset
Income Offset

1,478

7,023
7,022
(116,463)
869
469
9,248

5,423
5,423
188
376

9,030
34,860
810

CHANGES FROM DRAFT REPORT TO FINAL REPORT - AUDIT #09-3503

ATTACHMENT B
Page 2 of 2

1,478

7,023

7,022
(116,463)

869

469

9,248

188
376

9,030
34,860
810
1,343

4,386

6,000
6,000
6,366

3,631
3,389
4770

(328)

(396)
(9,569)

158
1,554
2179

23,164
(239)

@1
(302)



EXHIBIT |
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RATE PERIODS J

A LIAJIN AN AN A=\ R - AUL ;i
ANUARY 1, 2004 THROUGH DECEMBER 31, 2007

SUMMARY OF PER DIEM IMPACT AND MEDICAID OVERPAYMENT
ISSUED FINAL
PARTB&D  PARTB&D RATE
RATE PERIOD NON-ELIGIBLE NON-ELIGIBLE DECREASE MEDICAID MEDICAID

NURSING FACILITY RATES* RATES INCREASE DAYS  OVERPAYMENT
01/01/04 - 02/29/04 $178.24 $175.95 $229 11,005 $ 25,201
03/01/04 - 05/31/04 177.68 175.41 2.27 17,163 38,960
06/01/04 - 08/31/04 178.61 176.34 2.27 17,271 39,205
09/01/04 - 11/30/04 174.68 172.41 2.27 16,643 37,780
12/01/04 - 12/31/04 175.11 172.84 2.27 5,251 11,920
01/01/05 - 02/28/05 179.52 179.15 0.37 9,713 3,594
03/01/05 - 05/31/05 180.17 179.81 0.36 15,486 5,575
06/01/05 - 08/31/05 180.99 180.63 0.36 16,497 5,939
09/01/05 - 11/30/05 169.81 169.44 0.37 16,739 6,193
12/01/05 - 12/31/05 172.76 172.39 0.37 5,783 2,140
01/01/06 - 02/28/06 180.19 179.62 0.57 10,787 6,149
03/01/06 - 03/31/06 182.46 181.89 0.57 5,385 3,069
04/01/06 - 05/31/06 182.07 181.50 0.57 11,104 6,329
06/01/06 - 08/31/06 180.51 179.94 0.57 16,762 9,554
09/01/06 - 11/30/06 183.34 182.77 0.57 16,186 9,226
12/01/06 - 12/31/06 186.31 185.74 0.57 5,365 3,058
01/01/07 - 02/28/07 197.13 198.11 (0.98) 10,113 (9,911)
03/01/07 - 03/31/07 204.57 205.55 (0.98) 4,970 (4,871)
04/01/07 - 06/30/07 203.47 204.45 (0.98) 14,465 (14,176)
07/01/07 - 08/31/07 202.66 203.64 (0.98) 9,705 (9,511)
09/01/07 - 12/31/07 203.87 204.85 (0.98) 19,871 (19,474)
MEDICAID OVERPAYMENT- NURSING FACILITY $ 155,949

VENTILATOR UNIT

01/01/04 - 02/29/04 $477.76 $474.66 $3.10 1,757 $ 5447
03/01/04 - 05/31/04 476.32 47322 3.10 2,659 8,243
06/01/04 - 08/31/04 475.88 472.78 3.10 2,678 8,302
00/01/04 - 11/30/04 478.35 475.25 3.10 2,335 7,239
12/01/04 - 12/31/04 479.87 476.77 3.10 726 2,251
01/01/05 - 02/28/05 496.71 496.49 0.22 1,337 294
03/01/05 - 05/31/05 492.35 492.13 0.22 2,280 502
06/01/05 - 08/31/05 49378 493,56 0.22 2,376 523
09/01/05 - 11/30/05 490.42 490.20 0.22 2,539 559
12/01/05 - 12/31/05 491.06 490.84 0.22 985 217
01/01/06 - 02/28/06 512.42 511.77 0.65 1,765 1,147
03/01/06 - 03/31/06 510.96 510.31 0.65 921 599
04/01/06 - 05/31/06 509.82 509.17 0.65 1,819 1,182
06/01/06 - 08/31/06 512.91 512.26 0.65 2,599 1,689
09/01/06 - 12/31/06 512.27 511.62 0.65 3,238 2,105
01/01/07 - 02/28/07 522.43 523.24 (0.81) 1,296 (1,050)
03/01/07 - 03/31/07 526.98 527.79 (0.81) 679 (550)
04/01/07 - 06/30/07 524.00 524.81 (0.81) 2,381 (1,929)
07/01/07 - 08/31/07 520.13 520.94 (0.81) 1,660 (1,345)
09/01/07 - 12/31/07 519.86 520.67 (0.81) 2,865 (2,321)
MEDICAID OVERPAYMENT - VENTILATOR UNIT $ 33,104
TOTAL MEDICAID OVERPAYMENT $ 189,053

*  Any differences between these rates and the rates listed in Exhibit Il of this audit report represent rate

changes made subsequent to OMIG's audit. These changes remain open to future audit by the OMIG. For
the purpose of this Exhibit, the Medicare Part B and D rates are not shown. The rate decreasel/(increase)
for those rates is the same as shown for the Medicare Part B and D non-eligible rates above.
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EXHIBITII

SUMMARY OF MEDICAID RATES AUDITED

The Nursing Facility's Medicaid utilization was approximately 92 percent and the Ventilator Unit's
Medicaid utilization was approximately 95 percent for the period under audit. The Medicaid per diem
rates audited are shown below. Any differences between these rates and the "Issued Rates" listed in
Exhibit | of this report represent rate changes made subsequent to our audit. These changes remain
open to future audit by the OMIG.

RATE PERIOD

NURSING FACILITY

01/01/04 - 02/29/04
03/01/04 - 05/31/04
06/01/04 - 08/31/04
09/01/04 - 11/30/04
12/01/04 - 12/31/04
01/01/05 - 02/28/05
03/01/05 - 05/31/05
06/01/05 - 08/31/05
09/01/05 - 11/30/05
12/01/05 - 12/31/05
01/01/06 - 02/28/06
03/01/06 - 03/31/06
04/01/06 - 05/31/06
06/01/06 - 08/31/06
09/01/06 - 11/30/06
12/01/06 - 12/31/06
01/01/07 - 02/28/07
03/01/07 - 03/31/07
04/01/07 - 06/30/07
07/01/07 - 08/31/07
09/01/07 - 12/31/07

VENTILATOR UNIT
01/01/04 - 02/29/04
03/01/04 - 05/31/04
06/01/04 - 08/31/04
09/01/04 - 11/30/04
12/01/04 - 12/31/04
01/01/05 - 02/28/05
03/01/05 - 05/31/05
06/01/05 - 08/31/05
09/01/05 - 11/30/05
12/01/05 - 12/31/05
01/01/06 - 02/28/06
03/01/06 - 03/31/06
04/01/06 - 05/31/06
06/01/06 - 08/31/06
09/01/06 - 12/31/06
01/01/07 - 02/28/07
03/01/07 - 03/31/07
04/01/07 - 06/30/07
07/01/07 - 08/31/07
08/01/07 - 12/31/07

ISSUED MEDICARE
PARTB&D

NON-ELIGIBLE RATES *
$178.24
177.68
178.61
174.68
175.11
179.52
180.17
180.99
169.81
172.76
180.19
182.46
182.07
180.51
183.34
186.31
197.13
204.57
203.47
202.66
203.87

$482.68
481.22
480.78
483.31
484.81
501.81
497 .41
498.82
495.44
496.10
517.70
516.21
515.05
518.21
517.53
527.79
532.43
52942
525.55
525.31

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

- A N R A B A

AN a REMAB & A ARE G - AUL ;
RATE PERIODS JANUARY 1, 2004 THROUGH DECEMBER 31, 2007
CORRECTION OF PATIENT DAYS

The audit of patient day statistics disclosed that the patient days reported for the Nursing Facility (NF)
were understated in rate year 2004. The following adjustment was necessary to include the proper days
in the rate calculations. Ventilator Unit patient days were not included in the calculation for the Nursing
Facility capital per diem. There was no traceback for the NF 2004 Schedule VI.

Regulation: 10 NYCRR Section 86-2.8(c)

RATE
¢ PERIOD

NURSING FACILITY 2004
Patient Days in Promulgated Rates 78,992
Patient Days per Audit 93,121
Understated Patient Days 14,129

R Nl



l SPECI

TION AND C

EXHIBIT Vi

CENTER - AUDIT #0

RATE PERIODS JANUARY 1, 2004 THROUGH DECEMBER 31, 2007

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

Return of Equity Calculation

Real Property Historical Cost per HE-12B

Audit Disallowances/(Allowances)

Audited Historical Cost

Less: Accumulated Reimbursement

Audited Net Equity
Remaining Useful Life
Audited Return of Equity
Promulgated Return of Equity

Disallowance/(Allowance)

Return on Equity Calculation

Audited Net Equity

Less: %2 Current Return of Equity
Audited Net Investment

Rate of Return

Audited Return on Equity
Promulgated Return on Equity

Disallowance/(Allowance)

RATE PERIODS

2004 2005 2006 2007
$5929311 $5933996 §$5957,510 $ 5,957,510
28,091 28,091 28,091 28,091
$ 5,901,220 § 5,905,905 § 5929419 $ 5,929,419
4500753 4,850,870 5202548 55650984
$ 1400467 $ 1055035 $ 726871 $ 363435
4 3 2 1
$ 350117 $ 351,678 $ 363436 $ 363435
357,140 358,701 370,458 246,972
$ 7023 $ 7023 $ 7022 $ (116463)
$ 1,400,467 $ 1,055035 $ 726871 $ 363,435
175,059 175,839 181,718 181,718
$ 1225408 §$ 879,196 $ 545153 §$ 181,717
5.15% 4.95% 4.45% 4.90%
$ 63109 $ 43520 $ 24259 $ 8,904
64,374 44,389 24,728 18,152
$ 1265 $ 869 $ 469 $ 9248




EXHIBIT Vil

RATE PERIODS JANUARY 1, 2004 THROUGH DECEMBER 31,2007
RETURN ON AVERAGE EQUITY DISALLOWANCES/(ALLOWANCES)

RATE PERIODS

Return on Average Equity 2004 2005 2006 2007
Average Equity per HE-12B $ 3812544 $ 2,993,551 § 2,645,027 $1,753,342
Audit Disallowances:

* Due To Parent/Affiliate 546,201 530,275 513,085 498,095

« Certificate of Deposit/Interest 53,869
Audited Average Equity $ 4304876 $ 3,523,826 $ 3,158,112 $2,251,437
Less: Audited Net Investment 1,225,409 879,196 545,153 181,718
Audited Remaining Equity $ 3079467 $ 2,644,630 $ 2,612,959 $2,069,719
Rate of Return 1.01% 1.87% 3.76% 5.07%
Return on Average Equity Per Audit $ 31103 $ 49455 $ 98247 $ 104,935
Return on Average Equity Per HE-12B 30,854 49,126 97,851 95,366
Disallowance/(Allowance) $ (249) $ (329) $ (396) $  (9,569)




