NOTICE OF INTENT

Department of Health and Hospitals
Bureau of Health Services Financing

Nursing Facilities
Reimbursement MEthodologx
(LAC 50:II.20001)

The Department of Health and Hospitals, Bureau of Health
Services Financing proposes to amend LAC 50:I1.20001 in the
Medical Assistance Program as authorized by R.S. 36:254 and
pursuant to Title XIX of the Social Security Act. This proposed
Rule is promulgated in accordance with the provisions of the
Administrative Procedure Act, R.S. 49:950 et seq.

The Department of Health and Hospitals, Bureau of Health
Services Financing provides reimbursement to nursing facilities,
through vendor payments, for services rendered to Medicaid
eligible individuals who reside in nursing facilities.

For state fiscal year (SFY) 2015-16, the department
determined it was necessary to promulgate an Emergency Rule to
amend the provisions governing the reimbursement methodology for
nursing facilities in order to suspend the provisions of LAC
50:II.Chapter 200, and to impose provisions to ensure that the
rates in effect do not increase for the SFY 2016 rating period
(Louisiana Register, Volume 41, Number 7). This proposed Rule
is being promulgated in order to continue the provisions of the

July 11, 2015 Emergency Rule.



Title 50

PUBLIC HEALTH-MEDICAL ASSISTANCE
Part II. Nursing Facilities
Subpart 5. Reimbursement

Chapter 200. Reimbursement Methodology
§20001. General Provisions
A. Definitions

Administrative and Operating Cost Component—the
portion of the Medicaid daily rate that is attributable to the
general administration and operation of a nursing facility.

Assessment Reference Date—the date on the Minimum Data
Set (MDS) used to determine the due date and delinquency of
assessments. This date is used in the case-mix reimbursement
system to determine the last assessment for each resident
present in the facility and is included in the quarterly case-
mix report.

Base Resident—Weighted Median Costs and Prices-the
resident-weighted median costs and prices calculated in
accordance with §20005 of this rule during rebase years.

Calendar Quarter—a three-month period beginning
January 1, April 1, July 1, or October 1.

Capital Cost Component—the portion of the Medicaid
daily rate that is:

a. attributable to depreciation;

b. capital related interest;



s rent; and/or

d. lease and amortization expenses.

Care Related Cost Component—the portion of the
Medicaid daily rate that is attributable to those costs
indirectly related to providing clinical resident care services
to Medicaid recipients.

Case Mix-a measure of the intensity of care and
services used by similar residents in a facility.

Case-Mix Index (CMI)—a numerical value that describes
the resident’s relative resource use within the groups under the
Resource Utilization Group (RUG-III) classification system, or
its successor, prescribed by the department based on the
resident’s MDS assessments. Two average CMIs will be determined
for each facility on a quarterly basis, one using all residents
(the facility average CMI) and one using only Medicaid residents
(the Medicaid average CMI).

Case-Mix MDS Documentation Review (CMDR) —a review of
original legal medical record documentation on a randomly
selected MDS assessment sample. The original legal medical
record documentation supplied by the nursing facility is to
support certain reported values that resulted in a specific RUG
classification. The review of the documentation provided by the
nursing facility will result in the RUG classification being

supported or unsupported.



Cost Neutralization-refers to the process of removing
cost variations associated with different levels of resident
case mix. Neutralized cost is determined by dividing a
facility’s per diem direct care costs by the facility cost
report period case-mix index.

Delinquent MDS Resident Assessment—an MDS assessment
that is more than 121 days old, as measured by the Assessment
Reference Date (ARD) field on the MDS.

Direct Care Cost Component—the portion of the Medicaid
daily rate that is attributable to:

a. registered nurse (RN), licensed practical
nurse (LPN) and nurse aide salaries and wages;

b. a proportionate allocation of allowable
employee benefits; and

C. the direct allowable cost of acquiring RN,
LPN and nurse aide staff from outside staffing companies.

Facility Cost Report Period Case—Mix Index-the average
of quarterly facility-wide average case-mix indices, carried to
four decimal places. The quarters used in this average will be
the quarters that most closely coincide with the facility’s cost
reporting period that is used to determine the medians. This

average includes any revisions made due to an on-site CMDR.
Example: A January 1, 2011-December 31, 2011 cost

report period would use the facility-wide average



case-mix indices calculated for March 31, 2011, June

30, 2011, September 30, 2011 and December 31, 2011.

Facility-Wide Average Case—Mix Index-the simple
average, carried to four decimal places, of all resident case-
mix indices based on the last day of each calendar quarter. If
a facility does not have any residents as of the last day of a
calendar quarter or the average resident case-mix indices appear
invalid due to temporary closure or other circumstances, as
determined by the department, a statewide average case-mix index
using occupied and valid statewide facility case-mix indices may
be used.

Final Case-Mix Index Report (FCIR) —the final report
that reflects the acuity of the residents in the nursing
facility on the last day of the calendar quarter, referred to as
the point-in-time.

Index Factor—will be based on the Skilled Nursing Home
without Capital Market Basket Index published by Data Resources
Incorporated (DRI-WEFA), or a comparable index if this index
ceases to be published.

Minimum Data Set (MDS)—a core set of screening and
assessment data, including common definitions and coding
categories that form the foundation of the comprehensive
assessment for all residents of long-term care facilities

certified to participate in the Medicaid Program. The items in



the MDS standardize communication about resident problems,
strengths, and conditions within facilities, between facilities,
and between facilities and outside agencies. The Louisiana
system will employ the current MDS assessment required and
approved by the Centers for Medicare and Medicaid Services
(CMS) .

MDS Supportive Documentation Guidelines—the
department’s publication of the minimum medical record
documentation guidelines for the MDS items associated with the
RUG-III or its successor classification system. These
guidelines shall be maintained by the department and updated and
published as necessary.

Pass-Through Cost Component-includes the cost of
property taxes and property insurance. It alsc includes the
provider fee as established by the Department of Health and
Hospitals.

Preliminary Case Mix Index Report (PCIR)—the
preliminary report that reflects the acuity of the residents in
the nursing facility on the last day of the calendar quarter.

Rate Year-a one-year period from July 1 through June
30 of the next calendar year during which a particular set of
rates are in effect. It corresponds to a state fiscal year.

Resident-Day-Weighted Median Cost—a numerical value

determined by arraying the per diem costs and total actual



resident days of each nursing facility from low to high and
identifying the point in the array at which the cumulative total
of all resident days first equals or exceeds half the number of
the total resident days for all nursing facilities. The per
diem cost at this point is the resident-day-weighted median
cost.

RUG-III Resident Classification System—the resource
utilization group used to classify residents. When a resident
classifies into more than one RUG-III, or its successor’s group,
the RUG-III or its successor’s group with the greatest CMI will
be utilized to calculate the facility average CMI and Medicaid
average CMI.

Summary Review Results Letter—a letter sent to the
nursing facility that reports the final results of the case-mix
MDS documentation review and concludes the review.

a. The summary review results letter will be
sent to the nursing facility within 10 business days after the
final exit conference date.

Supervised Automatic Sprinkler System—a system that
operates in accordance with the latest adopted edition of the
National Fire Protection Association’s Life Safety Code. It is

referred to hereafter as a fire sprinkler system.



Two-Hour Rated Wall—a wall that meets American Society
for Testing and Materials International (ASTM) E119 standards
for installation and uses two-hour rated sheetrock.

Unsupported MDS Resident Assessment—an assessment
where one or more data items that are used to classify a
resident pursuant to the RUG-III, 34-group, or its successor’s
resident classification system is not supported according to the
MDS supporting documentation guidelines and a different RUG-III,
or its successor, classification would result; therefore, the
MDS assessment would be considered “unsupported.”

B. Effective for the rate period of July 1, 2015 through
June 30, 2016, the department shall suspend the provisions of
LAC 50:II.Chapter 200 governing the reimbursement methodology
for nursing facilities and imposes the following provisions
governing reimbursements for nursing facility services.

y i During this time period, no inflation factor will
be applied to the base resident day weighted medians and prices
calculated as of July 1, 2014.

& All costs and cost components that are required
by rule to be trended forward will only be trended forward to
the midpoint of the 2015 state fiscal year (December 31, 2014) .

3 The base capital per square foot value, land
value per square foot, and per licensed bed equipment value

utilized in the calculation of the fair rental value (FRV)



component will be set equal to the value of these items as of
July 1, 2014.

q. Base capital values for the Bed Buy-Back program
(§20012) purposes will be set equal to the value of these items
as of July 1, 2014.

9. Nursing facility providers will not have their
weighted age totals for the FRV component calculation purposes
increased by one year as of July 1, 2015.

6. As of the July 1, 2016 rate setting, nursing
facility provider weighted age totals for the FRV component
calculation purposes will be increased by two years to account
for the suspended year of aging occurring as of the July 1, 2015
rating period.

Vs No other provisions of LAC 50:II.Chapter 200
shall be suspended for this time period.

Base Resident-Repealed.
Calendar Quarter—Repealed.
Capital Cost Component-Repealed.
1. - 4. Repealed.
Care Related Cost Component-Repealed.
Case Mix-Repealed.
Case-Mix Index-Repealed.
Case-Mix MDS Documentation Review (CMDR)-Repealed.

Cost Neutralization-Repealed.



Delinquent MDS Resident Assessment-Repealed.
Direct Care Cost Component-Repealed.
1: — 3. Repealed.
Facility Cost Report Period Case-Mix Index-Repealed.
Example: Repealed.
Facility-Wide Average Case-Mix Index-Repealed.
Final Case-Mix Index Report (FCIR)-Repealed.
Index Factor-Repealed.
Minimum Data Set (MDS)-Repealed.
MDS Supportive Documentation Guidelines-Repealed.
Pass-Through Cost Component-Repealed.
Preliminary Case Mix Index Report (PCIR)-Repealed.
Rate Year-Repealed.
Resident-Day-Weighted Median Cost-Repealed.
RUG-III Resident Classification System—Repealed.
Summary Review Results Letter-Repealed.
Lz Repealed.
Supervised Automatic Sprinkler System—Repealed.
Two—~Hour Rated Wall—Repealed.
Unsupported MDS Resident Assessment-Repealed.
AUTHORITY NOTE: Promulgated in accordance with R.S.
36:254, R.S. 46:2742, and Title XIX of the Social Security Act.
HISTORICAL NOTE: Promulgated by the Department of Health

and Hospitals, Office of the Secretary, Bureau of Health
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Services Financing, LR 28:1790 (August 2002), amended LR 28:2537
(December 2002), LR 32:2262 (December 2006), amended by the
Department of Health and Hospitals, Bureau of Health Services
Financing, LR 38:825 (March 2012), LR 42:

In compliance with Act 1183 of the 1999 Regular Session of
the Louisiana Legislature, the impact of this proposed Rule on
the family has been considered. It is anticipated that this
proposed Rule will have no impact on family functioning,
stability or autonomy as described in R.S. 49:972.

In compliance with Act 854 of the 2012 Regular Session of
the Louisiana Legislature, the poverty impact of this proposed
Rule has been considered. It is anticipated that this proposed
Rule will have no impact on child, individual, or family poverty
in relation to individual or community asset development as
described in R.S. 49:973.

In compliance with House Concurrent Resolution (HCR) 170 of
the 2014 Regular Session of the Louisiana Legislature, the
provider impact of this proposed Rule has been considered. It is
anticipated that this proposed Rule will have no impact on the
staffing level requirements or qualifications required to
provide the same level of service, no direct or indirect cost to
the provider to provide the same level of service, and will have
no impact on the provider’s ability to provide the same level of

service as described in HCR 170.

L1



Interested persons may submit written comments to Jen
Steele, Bureau of Health Services Financing, P.0. Box 91030,
Baton Rouge, LA 70821-9030 or by email to MedicaidPolicy@la.gov.
Ms. Steele is responsible for responding to inquiries regarding
this proposed Rule. A public hearing on this proposed Rule is
scheduled for Thursday, July 28, 2016 at 9:30 a.m. in Room 118,
Bienville Building, 628 North Fourth Street, Baton Rouge, LA.

At that time all interested persons will be afforded an

opportunity to submit data, views or arguments either orally or

in writing. The deadline for receipt of all written comments is

4:30 p.m. on the next business day following the public hearing.
Rebekah E. Gee MD, MPH

Secretary
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FISCAL AND ECONOMIC IMPACT STATEMENT
FOR ADMINISTRATIVE RULES

Person

Preparing

Statement: Robert K Andrepont Dept.: Health and Hospitals

Phone: 342-8769 Office: Bureau of Health Services
Financing

Return P.C. Box 91030

Address: Baton Rouge, LA Rule Title: Nursing Facilities

Reimbursement Methodology

Date Rule Takes Effect: July 11, 2015
SUMMARY

In accordance with Section 953 of Title 49 of the Louisiana Revised Statutes, there
is hereby submitted a fiscal and economic impact statement on the rule proposed for
adoption, repeal or amendment. The following summary statements, based on the

attached worksheets, will be published in the Louisiana Register with the proposed
agency rule.

L ESTIMATED IMPLEMENTATION COSTS (SAVINGS) TO STATE OR LOCAL GOVERNMENTAL UNITS
(SUMMARY)

It is anticipated that implementation of this proposed rule will have no
programmatic fiscal impact to the state other than the cost of promulgation
for FY 15-16. It is anticipated that $§1,296 (5648 SGF and $648 FED) will be
expended in FY 15-16 for the state’s administrative expense for promulgation
of this proposed rule and the final rule.

bz ESTIMATED EFFECT ON REVENUE COLLECTIONS OF STATE OR LOCAL GOVERNMENTAL UNITS
(Summary)

It is anticipated that the implementation of this proposed Rule will not
affect revenue collections other than the federal share of the promulgation
costs for FY 15-16. It is anticipated that $648 will be collected in FY 15-
16 for the federal share of the expense for promulgation of this proposed
rule and the final rule.

II1I. ESTIMATED COSTS AND/OR ECONOMIC BENEFITS TO DIRECTLY AFFECTED PERSONS OR
NON-GOVERNMENTAL GROUPS (Summary)

This proposed Rule continues the provisions of the July 11, 2015 Emergency
Rule which amended the provisions governing the reimbursement methodology for
nursing facilities in order to suspend the provisions of LAC 50:II.Chapter
200, and to impose provisions to ensure that the rates in effect do not
increase for the SFY 2016 rating period. It is anticipated that
implementation of this proposed rule will not have economic costs or benefits
to nursing facilities for FY 15-16, FY 16-17 and FY 17-18.

IV. ESTIMATED EFFECT ON COMPETITION AND EMPLOYMENT (Summary)

This rule has no known effect on competition and employment.

(}w_\ @M Wg&jﬁm 61016

Signature of Agency Head Legislative Fiscal Ofy?ber
or Designee or Designee

‘o /
Jen Steele, Medicaid Director (p /{ l (v’
Typed name and Title of Date of Signature

Agency Head or Designee

Bhebo- Ipt 06/78/76

DHH/BHSF Budget Head Date of Signature




FISCAL AND ECONOMIC IMPACT STATEMENT
FOR ADMINISTRATIVE RULES

The following information is required in order to assist the Legislative Fiscal
Office in its review of the fiscal and economic impact statement and to assist the
appropriate legislative oversight subcommittee in its deliberations on the proposed
rule.

A, Provide a brief summary of the content of the rule (if proposed for adoption
or repeal) or a brief summary of the change in the rule (if proposed for
amendment) . Attach a copy of the notice of intent and a copy of the rule
proposed for initial adoption or repeal (or, in the case of a rule change,
copies of both the current and proposed rules with amended portions
indicated) .

This proposed Rule continues the provisions of the July 11, 2015 Emergency
Rule which amended the provisions governing the reimbursement methodology
for nursing facilities in order to suspend the provisions of LAC
50:II.Chapter 200, and to impose provisions te ensure that the rates in
effect do not increase for the SFY 2016 rating period.

B. Summarize the circumstances that require this action. If the action is
required by federal regulations, attach a copy of the applicable regulation.

The Department of Health and Hospitals, Bureau of Health Services Financing
provides reimbursement to nursing facilities, through vendor payments, for
services rendered to Medicaid eligible individuals who reside in nursing
facilities.

For state fiscal year (SFY) 2015-16, the department determined it was
necessary to promulgate an Emergency Rule to amend the provisions governing
the reimbursement methodology for nursing facilities in order to suspend the
provisions of LAC 50:II.Chapter 200, and to impose provisions to ensure that
the rates in effect de not increase for the SFY 2016 rating period
(Louisiana Register, Volume 41, Number 7). This proposed Rule is being
promulgated in order to continue the provisions of the July 11, 2015
Emergency Rule.

i Compliance with Act 11 of the 1986 First Extraordinary Session

{1) Will the proposed rule change result in any increase in the expenditure
of funds? If so, specify amount and source of funding.

No. It is anticipated that implementation of this proposed rule will
have no programmatic fiscal impact to the state other than the cost of
promulgation for FY 15-16. It is anticipated that $1,296 will be
expended in FY 15-16 for the state’s administrative expense for
promulgation of this proposed rule and the final rule.

{2) If the answer to (1) above is yes, has the Legislature specifically
appropriated the funds necessary for the associated expenditure

increase?
{a) If yes, attach documentation.
(b) 1f no, provide justification as to why this rule change

should be published at this time.



FISCAL AND ECONOMIC IMPACT STATEMENT
WORKSHEET

A. COST OR SAVINGS TO STATE AGENCIES RESULTING FROM THE ACTION PROPOSED
1. What is the anticipated increase or (decrease) in cost to implement the
proposed action?
COST FY 15-16 FY 16-17 FY 17-18
PERSONAL SERVICES
OPERATING $1,296 S0 50
EXPENSES
PROFESSIONAL
SERVICES
OTHER CHARGES
REPAIR & CONSTR.
POSITIONS (#)
TOTAL 51,296 50 50
2. Provide a narrative explanation of the costs or savings shown in
"A.1."”, including the increase or reduction in workload or additional
paperwork (number of new forms, additional documentation, etc.)
anticipated as a result of the implementation of the proposed action.
Describe all data, assumptions, and methods used in calculating these
costs.
In FY 15-16, $1,296 will be spent for the state’s administrative expense
for promulgation of this proposed rule and the final rule.
3. Sources of funding for implementing the proposed rule or rule change.
Source FY 15-16 FY 16-17 FY 17-18B
STATE GENERAL 5648 50 $0
FUND
SELF-GENERATED
FEDERAL FUND 5648 50 $0
OTHER (Specify)
Total $1,296 $0 $0
4. Does your agency currently have sufficient funds to implement the
proposed action? If not, how and when do you anticipate obtaining such
funds?
Yes, sufficient funds are available to implement this rule.
B. COST OR SAVINGS TO LOCAL GOVERNMENTAL UNITS RESULTING FROM THIS
PROPOSED ACTION.
1. Provide an estimate of the anticipated impact of the proposed action on

local governmental units, including adjustment in workload and
paperwork requirements. Describe all data, assumptions and methods used

in calculating this impact.

This proposed rule has no known impact on local governmental units.



II.
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FISCAL AND ECONOMIC IMPACT STATEMENT
WORKSHEET

Ipdicate the sources of funding of the local governmental unit that
will be affected by these costs or savings.

There is no known impact on the sources of local governmental unit
funding.

EFFECT ON REVENUE COLLECTIONS OF STATE AND LOCAL GOVERNMENTAL UNITS

A. What increase or (decrease) in revenues can be expected from the
proposed action?

REVENUE FY 15-16 FY 16-17 FY 17-18

INCREASE/DECREASE

STATE GENERAL FUND

AGENCY
SELF-GENERATED

RESTRICTED FUNDS¥*

FEDERAL FUNDS 5648 50 50

LOCAL FUNDS

Total

$648 $0 S0

*Specify the particular fund being impacted

B.

Provide a narrative explanation of each increase or decrease in revenue
shown in "A". Describe all data, assumptions, and methods used in
calculating these increases or decreases.

In FY 15-16, 5648 will be collected for the federal share of the
administrative expense for promulgation of this proposed rule and the
final rule.

COSTS AND/OR ECONOMIC BENEFITS TO DIRECTLY AFFECTED PERSONS OR NON-

GOVERNMENTAL GROUPS

A.

What persons or non-governmental groups would be directly affected by
the proposed action? For each, provide an estimate and a narrative
description of any effects on costs, including workload adjustments and
additional paperwork (number of new forms, additional documentation,
etc.)

This proposed Rule continues the provisions of the July 11, 2015
Emergency Rule which amended the provisions governing the reimbursement
methodology for nursing facilities in order to suspend the provisions
of LAC 50:II.Chapter 200, and to impose provisions to ensure that the
rates in effect do not increase for the SFY 2016 rating periocd.

B. Also, provide an estimate of any revenue impact resulting from this rule

or rule change to these groups.

It is anticipated that implementation of this proposed rule will not
have economic costs or benefits to nursing facilities for FY 15-16, FY
16-17 and FY 17-18.

EFFECTS ON COMPETITION AND EMPLOYMENT

Tdentify and provide estimates of the impact of the proposed action on
competition and employment in the public and private sectors. Include
a summary of any data, assumptions and methods used in making these

estimates.

This rule has nec known effect on competition and employment.



