STATE OF NEW YORK
OFFICE OF THE MEDICAID INSPECTOR GENERAL
800 North Pearl Street
Albany, New York 12204

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

September 29, 2011

Nesconset Nursing Center, LLC
100 Southern Blvd.
Nesconset, New York 11767-1749

Re: Medicaid Rate Audit #10-1095

NPI Number:
Provider Number:
Dear IIIINEEEE

Enclosed is the final audit report of the Office of the Medicaid Inspector General's (the “OMIG”)
audit of Nesconset Nursing Center's (the “Facility”) Medicaid rates for the rate period January
1, 2005 through January 31, 2008. In accordance with 18 NYCRR Section 517.6, this report
represents the OMIG'’s final determination on issues raised in the draft audit report.

Since you did not respond to our draft audit report dated June 15, 2011, the findings in the final
audit report remain identical to 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
$182,785. This amount varies from the previously estimated Medicaid overpayment, due to
the failure to include the impact of adjustments to operating expense. 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.

The overpayment does not reflect the impact on rates subsequent to January 31, 2008 that
utilized the September 6, 1984 through March 7, 1985 base period for operating expense. Any
overpayment resulting from operating expense disallowances in the September 6, 1984
through March 7, 1985 base period report for rates subsequent to January 31, 2008 will be
addressed in the future.



Page 2

September 29, 2011

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 Department of Health
Medicaid Financial Management
GNARESP Corning Tower, Room 1237
File #10-1095
Albany, New York 12237-0048

OPTION #2: Enter into a repayment agreement with the OMIG. 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 request for a hearing should be directed to_
I

of the Office of Counsel at

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 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

have any questions regarding the above, please contact ||| GGG -t
I

Sincerel

Coordinator Medical Facilities Audit
Division of Medicaid Audit

Audit Management and Development
Office of the Medicaid Inspector General

Attachments:

EXHIBIT I - Summary of Per Diem Impact and Medicaid Overpayment
EXHIBIT Il - Summary of Medicaid Rates Audited

EXHIBIT Il - Operating Expense Disallowances/(Allowances)

EXHIBIT IV - Property Expense Disallowances/(Allowances)
EXHIBITV - Per Diem Disallowances

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Ver-15.0



NEW YORK STATE
OFFICE OF THE MEDICAID INSPECTOR GENERAL
REMITTANCE ADVICE

NAME AND ADDRESS OF AUDITEE NPI #
PROVIDER

Nesconset Nursing Center, LLC
100 Southern Blvd. AUDIT #10-1095
Nesconset, New York 11767-1749

[ 1PROVIDER
AUDIT [ X]RATE
TYPE [ 1PARTB

[ ]1OTHER:

' AMOUNT DUE: $182,785

CHECKLIST

1. To ensure proper credit, please enclose this form with your check.
I 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 1237
File #10-1095
Albany, New York 12237-0048

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

CORRECT PROVIDER NUMBER




RATE PERIODS JANUARY 1, 2005 THROUGH JANUARY 31, 2008
SUMMARY OF PER DIEM IMPACT AND MEDICAID OVERPAYMENT

RATE PERIOD

01/01/05 - 01/31/05
02/01/05 - 04/30/05
05/01/05 - 06/30/05
07/01/05 - 07/31/05
08/01/05 - 10/31/05
11/01/05 - 12/31/05
01/01/06 - 01/31/06
02/01/06 - 03/31/06
04/01/06 - 04/30/06
05/01/06 - 07/31/06
08/01/06 - 10/31/06
11/01/06 - 12/31/06
01/01/07 - 03/31/07
04/01/07 - 06/30/07
07/01/07 - 08/31/07
09/01/07 - 12/31/07
01/01/08 - 01/31/08

NESCONSET NURSING CENTER

ISSUED FINAL
PART B & D PART B & D
NON-ELIGIBLE NON-ELIGIBLE
RATES* RATES
$214.73 $214.52
208.93 208.73
209.58 209.38
212.49 212.29
211.62 211.41
212.08 211.88
217.89 217.28
221.53 220.91
221.05 220.44
219.59 218.98
221.44 220.82
223.01 222.39
237.05 235.24
235.84 234.03
232.05 230.24
232.05 230.24
238.06 236.13

TOTAL MEDICAID OVERPAYMENT

RATE
DECREASE

(INCREASE)
$0.21
0.20
0.20
0.20
0.21
0.20
0.61
0.62
0.61
0.61
0.62
0.62
1.81
1.81
1.81
1.81
1.93

MEDICAID
DAYS
5,670
16,672
11,771
5,994
17,513
11,551
5,751
10,331
5,312
16,458
16,500
11,011
15,665
16,042
11,109
22,258
5,537

EXHIBIT |

MEDICAID

OVERPAYMENT

$ 1,191
3,334
2,354
1,199
3,678
2,310
3,508
6,405
3,240
10,039
10,230
6,827
28,354
29,036
20,107
40,287
10,686

$ 182,785

* Any differences between these rates and the rates listed in Exhibit Il of this 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
decrease/(increase) for those rates is the same as shown for the Medicare Part B and D non-eligible

rates above.



EXHIBIT Il

NESCONSET NURSING CENTER
RATE PERIODS JANUARY 1, 2005 THROUGH JANUARY 31, 2008

SUMMARY OF MEDICAID RATES AUDITED

The Facility's Medicaid utilization was approximately 77 percent for the period under audit and 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.

Issued Medicare

PartB & D

RATE PERIOD Non-Eligible Rates *
01/01/05 - 01/31/05 $214.73
02/01/05 - 04/30/05 208.93
05/01/05 - 06/30/05 209.58
07/01/05 - 07/31/05 212.49
08/01/05 - 10/31/05 211.62
11/01/05 - 12/31/05 212.08
01/01/06 - 01/31/06 217.89
02/01/06 - 03/31/06 221.53
04/01/06 - 04/30/06 221.05
05/01/06 - 07/31/06 219.59
08/01/06 - 10/31/06 221.44
11/01/06 - 12/31/06 223.01
01/01/07 - 03/31/07 237.05
04/01/07 - 06/30/07 235.84
07/01/07 - 08/31/07 232.05
09/01/07 - 12/31/07 232.05
01/01/08 - 01/31/08 238.06

*  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 V
Page 1 of 2

NESCONSET NURSING CENTER
RATE PERIODS JANUARY 1, 2005 THROUGH JANUARY 31, 2008
CORRECTION OF TRACEBACK PERCENTAGES

a) The traceback percentages utilized in the rate computation process originally corrected for amounts relating to the Adult Day Health Care
programs managed by the Facility. In each of three rate appeals, dated March 10, 2005, March 3, 2008, and February 20, 2007, respectively,
the Facility requested that traceback percentages no longer be applied in calculation of the capital component of the rate. Contingent upon the
Facility's written withdrawal of these rate appeals, the OMIG has adjusted each traceback percentage to 100%. This resulted in allowances.

Regulations: 10 NYCRR Section 86-2.17(a), PRM-1 Section 2102.3

COST REPORTED __ TRACEBACK % RATE PERIOD ALLOWANCE
COST DESCRIPTION CENTER CAPITAL ORIGINAL AUDITED DIFFERENCE 2005 2006 2007 2008
Property Insurance 006 $ 22,098 74.21%  100.00% -2679% $  (5,699)
Property Insurance 005 29,659 84.17%  100.00% -15.83% (4,695)
Property Insurance 005 20,718 81.41%  100.00% -18.59% (3,851)
Property Insurance 005 26,611 76.23%  100.00% -23.77% (6,325)
Real Estate Tax 006 378,860 94.40%  100.00% -5.60% (21,216)
Real Estate Tax 006 423,727 88.70%  100.00% -11.30% (47,881)
ME Depreciation 002 155,694 74.50%  100.00% -25.50% (39,702)
ME Interest 001 44 269 94.73%  100.00% -5.27% (2,333)
ME Interest 003 38,802 87.90%  100.00% -12.10% (4,695)
Rent A 005 48,916 79.66%  100.00% -20.34% (9,950)
Rent A 005 32,019 84.17%  100.00% -15.83% (5,069)
Rent B 005 15,898 79.66%  100.00% -20.34% (3,234)
Rent B 006 200 95.46%  100.00% -4.54% (9)
Rent B 005 33,561 81.41%  100.00% -18.59% (6,239)
Rent B 004 672 76.23%  100.00% -23.77% (160)
Rent C 006 7,698 74.21%  100.00% -25.79% (1,985)
RentC 006 920 94.40%  100.00% -5.60% (52)
Rent C 005 32,195 76.23%  100.00% -23.77% (7.653)
Rent D 006 927 74.21%  100.00% -25.79% (239)
Rent D 013 126 87.01%  100.00% -12.99% (16)
Rent D 010 72 99.53%  100.00% -0.47% -
Rent D 006 3,239 88.70%  100.00% -11.30% (366)
Rent E 006 * 12,487 74.21% 100.00% -25.79% (3,220)
Rent E 013 1,378 87.49%  100.00% -12.51% (172)
RentE 013 725 87.06%  100.00% -12.94% (94)
Rent F 011 33 82.88%  100.00% -17.12% 6)
Rent G 058 121 0.00%  100.00% -100.00% (121)
Rent G 021 72 76.26%  100.00% -23.74% 17)
Rent G 039 93 67.20%  100.00% -32.80% (31)
Rent H 021 78 80.58%  100.00% -19.42% (15)
Rent H 080 12,466 0.00%  100.00% -100.00% (12,466)
RentH 039 61 66.77%  100.00% -33.23% (20)
Auto Insurance 006 9,922 74.21%  100.00% -25.79% (2,559)
Auto Insurance 006 8,530 95.46%  100.00% -4.54% (387)
Auto Insurance 006 7,706 94.40%  100.00% -5.60% (432)
Auto Insurance 006 9,018 88.70%  100.00% -11.30% (1,019)
Mortgage Insurance 001 46,184 93.57%  100.00% -6.43% (2,970)
Mortgage Insurance 001 44,788 87.90%  100.00% -12.10% (5,419)
Sales Tax 005 113,250 79.66%  100.00% -20.34% (23,035)
Sales Tax 005 118,038 84.17%  100.00% -15.83% (18,685)
Sales Tax 005 138,420 81.41%  100.00% -18.59% (25,732)
Sales Tax 005 144,580 76.23%  100.00% -23.77% (34,367)

TOTAL (ALLOWANCES) $ (89644) $ (43,781) $ (60,701) $ (108,010)




EXHIBIT V

NESCONSET NURSING CENTER e

RATE PERIODS JANUARY 1, 2005 THROUGH JANUARY 31, 2008
CORRECTION OF TRACEBACK PERCENTAGES

b) Traceback percentages were incorrectly applied to investment income offsets in the rate computation process for each rate year under audit. The
traceback percentages applied to income offsets should match those applied to interest expense. The OMIG has adjusted each traceback percentage
accordingly. This resulted in disallowances.

Regulations: 10 NYCRR Section 86-2.17(a), PRM-1 Section 2102.3

COST REPORTED TRACEBACK % RATE PERIOD DISALLOWANCE
COST DESCRIPTION CENTER CAPITAL ORIGINAL AUDITED DIFFERENCE 2005 2006 2007 2008
Investment Income 003 § (917) 0.00%  100.00% -100.00% $ 917
Investment Income 003 (289) 0.00%  100.00% -100.00% 289
Investment Income 001 (196) 93.57%  100.00% -6.43% 13
Investment Income 003 (227) 87.90%  100.00% -12.10% 27

TOTAL DISALLOWANCES $ 917 § 289 § 13 $ 27




NESCONSET NURSING CENTER
RATE PERIODS JANUARY 1, 2005 THROUGH JANUARY 31, 2008

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

Return of Equity Calculation

Real Property Historical Cost per HE-12B

Audit Disallowances/(Allowances):

2003 ADHC additions
Unsupported 2003 Leasehold Improvements additions

Audited 2004 Leasehold Improvements additions exceed
reported amounts

To remove mortgage principal's effect on audited figures
Unsupported 2005 Leasehold iImprovements additions
2006 ADHC additions

Audited Historical Cost

Less: Accumulated Reimbursement

Audited Net Equity

Remaining Useful Life

Audited Return of Equity

Promulgated Return of Equity

Disallowances/(Allowances)

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

Disallowances/(Allowances)

EXHIBIT VI

RATE PERIODS _

2005 2006 2007 2008
$ 2022678 $ 2,065185 $12,367,603 $12,458,588
3,059 3,059 3,059 3,059
801 801 801 801
(593) (593) (593)
10,200,542 10,200,542
1,591 1,501
15,760
$ 2,018,818 $ 2,061,918 § 2,162,203 $ 2,237,428
640,090 705,744 773,553 846,640
$ 1,378,728 $ 1,356,174 $ 1,388,650 $ 1,390,788
21 20 19 18
$ 65654 $ 67809 $ 73087 $ 77,266
65,838 67,963 63,623 68,678
$ 184 $ 154 $  (9464) $  (8,588)
$ 1,378,728 $ 1,356,174 $ 1,388,650 $ 1,390,788
32,827 33,905 36,544 38,633
$ 1,345901 $ 1,322,269 $ 1,352,106 $ 1,352,155
4.95% 4.45% 4.90% 4.68%
$ 66622 $ 58841 $ 66253 $ 63,281
66,809 58,975 57,674 56,247
$ 187 § 134 $ (8579) $  (7.034)
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