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DEPARTMENT OF HEALTH & HUMAN SERVICES 
Centers for Medicare & Medicaid Services 
7500 Security Boulevard, Mail Stop S2-26-12 
Baltimore, Maryland   21244-1850 

Financial Management Group 

December 12, 2017 

Ms. Beth Kidder 
Deputy Secretary for Medicaid 
Agency for Health Care Administration 
2727 Mahan Drive, MS #8 
Tallahassee, Florida 32308 

RE:  State Plan Amendment (SPA) FL 17-011 

Dear Ms. Kidder: 

We have reviewed the proposed amendment to Attachment 4.19-D of your Medicaid State plan 
submitted under transmittal number 17-011. Effective July 1, 2017 this amendment proposes to adjust 
reimbursement for nursing facilities in accordance with the 2017 Legislative Session.  Specifically 
this amendment proposes an increase of $6,306,000 for FFY 2017 and an increase of $18,917,000 for 
FFY 2018.  In addition, this amendment will make technical and editorial changes. 

We conducted our review of your submittal according to the statutory requirements at sections 
1902(a)(13), 1902(a)(30), and 1903(a) of the Social Security Act and the implementing Federal 
regulations at 42 CFR Part 447. We have found that the proposed reimbursement methodology 
complies with applicable requirements and therefore have approved them with an effective date of 
July 1, 2017.   We are enclosing the CMS-179 and the amended approved plan pages. 

If you have any questions, please call Anna Dubois at (850) 878-0916. 

Sincerely, 

//s// 

Kristin Fan 
Director 
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Attachment 4.19-D
Part I

FLORIDA TITLEXIX LONG-TERM CARE REIMBURSEMENT PLAN

. VERSION XLV

EFFECTM DATE: JulY 1,2017

Each provider participating in the Florida Medicaid program shall submit a uniform cost lepoft

and related documents required by this Plan. The electronic cost report and levised instructions

must be used. Tobe considered a complete submission, the electronic versjon oflhe cost repoft,

one hard copy ofthe cost feporl, the certification page, supplemental schedules and attachments,

and the accountart's compilation letter must all be received by fhe Agency for Healthcare

^dministration 
(AHCA), Bureau of Medicaid Program Finance, Audit Services 

,)'127 Mahan

Dríve, Mailstop 23, Tallahassee, FL 32308. Cost reports are due to AHCA, Bureau of Medicaid

program Finance, Audit sefvices, five months after the close of the provider's cost repoÍing year.

Extensions will not be granted.

All providers are required to detail all oftheir costs for their entire repofiing peliod, making

appropdate adjusÍnents as required by this Plan for determination of allowable costs. FoI a new

provider with no cost history in a newly conshucted facility, an existing provider entering the

program, an existing provider in a newly constructed replacement facility, or a new providel with

no cost history resulting fiom a change ofownership or operator with the pliof provider having

participated in the Floricla Medicaid program, the interim opefating, dfuect care, and indilect cale

cost per diems shall be the lesser of: the effective class reìmbulsement ceiling based on section

V.8.13, the budgeted operating, direct care, and indirect care cost per diems approved by AHCA

based on section III, or the new provider target limitation. The new provider target limitation lol

a new provider with no cost history in a ne\¡,'ly conshïcted facility or an existing provider entering

the program shall be the average operating and indirect care per diems excluding the Medicaid

Adjustment Rate (MAR) in the region in which the faciliry is located plus 50 percent ofthe

difference between the average region per diem (excluding MAR) and the facility's effective class

Anrendment 2017-011
Effective 07 /0112017
Suoersedes 2016-021
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Long-term Care Reimbursemcnt Plân
Attachment 4.19-D

Part I

ceiling. The new provider target limitation for existing providers in a newly constructed

replacement facility shall be the greater ofthe above new plovider target limitation oI thefu culTent

operating and indirect care cost per diems that are in effect prior to tlìe opemtion oftheir

replacement facility, not to exceed the facility's effective class ceilings. The average region per

diem is calculated by taking the sum ofall opeÌating, direct care, and indirect care per diems

within the region divided by the number of facilities within the region. The new plovider talget

limitation for a new provider with no cost history resulting from a change ofownership or

operator with the prior provider having pafiicipated in the Florida Medicaid program shall be the

previous provider's operating and inclirect care cost per diem (excludìng MAR), plus 50 percent of

the difference between the previous provider's per diem (excluding MAR) and the effective class

ceiling. The ahove new providgr target limitation, \ryhether based on the region average per diem

or the previous provider's per diem, shall apply to all new providers with a Florida Medicaid

cefiification. The new provider target limitation above, whether based on the region average per

diem or fhe previous providers' per diem, which affects providers already in the Florida Medicaid

program, shall not apply to these same providers beginning with the late peliod in which the target

reimbursement provision in section v.8.14 does not apply. The new provider target limitation

shall apply to new providers entering the Florida Medicaid program, even ifthe new provider

enters the program during a rate period in which section V B 14 does not apply New provi<ier

target limitations applicable to the first rate period a new plovider entels the plogram shall be the

basis for calculating subsequent rate period new provider target limitatjons fol that same provider

through the following calculation:

Establish the target reimbursement for operating and indirect cale cost pel diems for each

provider by multiplying each provider's target reimbußement rate for operating and

indirectcarecostinsectionl.Bfromthepreviousrateperiod,excludingtheMARwith

the qùantity:

Amendment 2017-011
F,ffectiYe 07 /01 /2017
Sunersedes 2016-021
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Long-ternl Care Reimbursement Plan
Attachinent 4.l9-D

Paft I

t+2.0x
Florida Nursing Facility Cost Inflation lndex

at the midpoint of the Þrospgq!¡yqlêllqpgdod - I
Florida Nursing Facility Cost Inflation lndex at

the midpoint ofthe cuflent rate period

In the above calculation, the 2.0 shall be referred to as the provider specific inflation

multiplier. The dtect care component shall not be limited to the new provider target

limitation described above. The new provider taxget limitation shall not fall below 75

percent ofthe cost-based class ceiling for each rate setting as calculated in section

v.8.12.

For new providers who enter the program operating a facility that had been previously operated by

a Florida Medicaid provider, the property reimbursement rate shall be establjshed per sections

V.D.3 and 4. The propefty cost per diem for a provider with a newly constructed facility or

replacement facility shall be the lesser ofthe budgeted fair rental value rate approved by AHCA

based on section v.D, or the applicable fair rental value based upon the cost pel bed standard that

was in effect six months prior to the date the facility was first put in service as a nursing facility

but not prior to January l, 1972. Return on equity (RoE) or use allowance per diems shall be the

budgeted rate approved by AHCA per section III. Prospective reimbursement fafes shall only be

set on cost reports for periods of 6 months or more but not mofe than l8 months. cost repofing

periods shall be for periods of 6 months or more but not more than l8 months. Intelim rates shall

be cost settled for the interim rate period, and the cost settlement is subject to the above new

provider reimbursement limitations. For changes of ownership or licensed opelator, the Providel

is required to file an initial cost report

The cost repott shall be prepared using the electronic cost report described in section I.A, and on

the accrual basis of accounting in accordance with generally accepted accounting plinciples as

establjshed by the American Institute of cerljfied Public Accountants (AICPA). The methods of

3
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Long-term Care Reimbursement Plan
Attachment 4.19-D

Part I

reimbursement are in accordance with Title XVIII ofthe Social Security Act (SSA) and Center for

Medicare and Medicaid Sewices (CMS) Publication l5- I (CMS-PUB.I 5-1) incorporated herein

by reference except as modified by the Florida Title XIX Long-terin Care Reimbursement Plan

and state ofFlorida Administrative Rules. Fot governmental facilities operating on a cash method

of accounting, data based on such a method of accounting shall be acceptable. Tbe cerlified

public accountant (CPA) preparing the cost report shall sign the cost report as the preparer, or, in a

sepaxate letter, state the scope ofhis work and opinion in conformity with generally accepted

auditing standards and AICPA statements on auditing standards. Cost reports that are not signed

by a certified public accountant or not accompanied by a separate letter signed by a CPA shall not

be accepted.

Providers may elect, with Frior apfiroval ffnm AHCA, Rt¡real¡ of Medícaid Program Finance,

Audit Services, to change their curent fiscal year end and ñle a ne\¡/ cost repoÍ for a period ofnot

less than 6 months and not greater than 18 months. Should a provider elect to change their cunent

fiscal year end and file a new cost report, then cost repolts filed for the next two years must have

the same fìscal yeal end, All prior year cost reporls must be submitted to and accepted by AHCA

before the current year cost repofi may be submitted and accepted for rate setting by AHCA.

Cost reports submitted after the due dafe and after the rate setting acceptance cutoffdate for the

Íirst rate setting for which the cost r€poÍ corìid have been used if it had been received on the cost

report due date shall be late tested. The late test shall consist ofrecalculating the per diem rates

for the fìrst rate setting after the due date for the cost report for which the cost repofi could have

been used ifthe cost report had been received on the cost repoft due date and all subsequent rate

periods. lfthe new cost Ìeport sets a lower per diem rate for a rate period as compared to the rate

previously set, then the providers' rate for that rate period shall be calculated using the new cost

repof, and full payments at the recalculated ¡ate shall be effective refoactively. Ifthe new cost

report sets a higher per diern rate for a rate period as compared to the rate previously s€t, then the

4
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Lone-term Care Reimbursement Plan
Attaclìment 4.19-D

Part I

late tested cost reporl shall not be used foÌ that rate period. lf a provider submits more than one

late cost report at the same tine, the cost reports shall be late tested in fiscal year end date order.

The lower rate shall not be paid retroactively if the provider adequately demonstrates, through

documentation, that emergency circumstances prevented the provider ÍÌom submitting the cost

report withjn the prescribed deadline. Similarly, if a provider submits a cost report late because of

emergency circumstances, and the use of that cost repoÍ would lìave resulted in higher

reimbursernent for a rate period had it been submitted timely, then the provider's rate for that Ìate

period shall be calculated using the new cost report, and full payment at the recalculated rate shall

be effective retroactively. Emergency circumstances are lilnited to loss of records from fire,

flood, theft, or wind.

A provicler that hâs been receiving an interim reimbursement rate, which voluntarily or

involuntarily ceases to pafiicipate in the Florida Medicaid program or experiences a change of

ownership or operator, shall file a final cost report in accordance with section 2414.2. CMS-

PUB.l 5- 1 . The cost report is to be based on financial and statistical records maintained by the

provider as required in Title 42 Code ofFederal Reeulations (CFR).413.24 (à). (b)" (c). and (e).

Cost infomation shall be current, accurate, and in sufficient detail to support costs set forth in the

report. This includes all ledgers, books, records, original evidence of costs and other records in

accordance with CMS-Pu-8.15-1, which peftain to the determination ofreasonabie coss anci shall

be capable ofand available for auditing by state and federal authorities. All accounting and other

records shall be brought up to date at the end of each fiscal quarter' These records shall be

retained by the provider for a minimum of five years following the date of submission ofthe cost

repolt to AHCA.

Records ofrelated organizations as identified by 42 CFR 413.17 shall be available upon demand

to representatives, employees, or contractors ofAHCA, the Auditor General, General A,ccounting

Office (GAO), or Department of Health and Human Services (HHS).

5
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Long-term Câr'e Reimbùrsement Plan
Attachment 4,19-D

Part I

AHCA shall retain all uniform cost repofts submitted for a period ofat least three years following

the date ofsubmission ofsuch reports and shall maintain those repolls pursuant to the r€cord-

keeping requirements of42 CFR 431.17. Access to submitted cost repofts shall be in conformity

\a,ith Chapter 119. Florida Statutes (F,S),.

Chaft ofAccounts: All providers must use the most recent version ofthe standard chart of

accounts to govern the content and mamer of the presentation of hnancial infotmation to be

submitted by Florida Medicaid long-term care providers in their cost reports. The standârd chart

ofaccounts includes specific accounts for each component ofdirect care stafforganized by type

ofpersonnel and may not be revised without the written consent of the Auditor General.

Cost reports must include the following statement irnmediately preceding the dated siggrature of

the provider's administrator or chieffinancial ofhcer: "l certiry that I am familiar with the laws

and regulations regarding the provision ofhealth care services under the Florida Medicaid

program, including the laws and regulations relating to cÌaims for Florida Medicaid

reimbursements and payments, and that the services identified in this cost report were provided in

compliance with such laws and regulations."

AHCA reserves the right to refer providers found to be out ofcompliance with any ofthe policies

and procedures regarding cost reporling to the Bureâu of Medicaid Program ìntegrity for

investigation.

Providers are subject to sanctions pursuant to sections 409.913(15Xc). F S , and 409.913(l6Xcl.

L9, for late cost reports. The amount ofthe sanctions can be found in Rule 59C-9.070. F.A C A

cost report is late if it is not received by AHCA, Bureau of Medicaid Program Finance, Audit

Services on the cost report due date. Sanctions shall commence 60 days after th€ cost report due

date. If a provider submits a cost report late because of emelgency circumstances, then the

provider shall not be subject to the sanctions. Emergency circumstances are lim;ted to loss of

records from fire, flood, theft, or wind.

6
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Long-term Care Rcim bursement Plan
Attaclìment 4.19-D

Part I

Cost repoÌ1s submitted by providers ofnursing facility care, in accordance with this Plan, are subject to an

audit or desk review on a random basis or at any time AHCA has been informed or has reason to believe

that a provider has claimed or is claiming reimbursement for unallowable costs. The performance ofa desk

review does not preclude the performance of ân aùdit at a later date.

A. General Description of AHCA's Procedures for Audits

l. Primary responsibiliry for the audit ofprovider cost reports shall be bome by AHCA.

The efforts ofAHCA audit staff may be augmented by contracts with cPA firms to

ensure that the requ remerrts of 42 QFR 447 .202 will be met.

2. All audits shall be based on generally accepted auditing standards ofthe AICPA

3. Upon completion of each audit, the auditors shall issue a repod that meets tÌìe

req.uirements o142 CFF. 447 .202 and generally accepted auditing standards. The auditor

shall declare an opinion as to \.vhether, in all material respects, the financial and statistical

report submitted complies with all federal and state regulations pertaining to

reimbursement for long-telm care facilities. All repofs shall be retained by AHCA for

three Years.

4. The provider's copy ofthe audit report shall include all audit adjustments and changes,

îite authoriiy ior each, and all audii írûdings. The audit repori shall be accompanied by

such other documentation as is necessary to clariff such adjustments or findings.

B. Field Au<lit and Desk Review Procedures

Upon receipt ofa cost report flom the provider, prepared in accordance wilh instructions fumished

by AIICA, AHCA will determine whether an audit or desk Ìeview is to be performed. Providers

selected for audit or desk review will be notified in writilg by the AHCA audit office or CPA firm

assigned to perform the audit or desk review

Amendment 2017-01 I
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Long-term Care R€imburscmeÌt Plan
Attachment 4.19-D

Part I

Upon completion ofan audit or desk review and before publication ofthe audit or desk

review repofi, the provider shall be given an exit conference at which all findings wilJ be

discussed and explained. A copy ofthe proposed audit or desk rcview adjustments will

be given to the provider at least 10 days before the exit conference. Ifthe provider fails

to schedule an exit conference within 20 calendar days ofreceipt ofthe adiusÍnents, the

audit or desk review repoÍ will be issued ìrithoùt an exit conference. Desk review exit

conferences will be conducted through the mail or in AHCA's oflice in Tallahassee.

Following the exit conference, the provider has 60 calendar days to submit

documentation or other evidence to contest any disallowed expenditures or other

adjustments. Any docrünentation received after the 60 day period shall not be consid€red

when revising adjrrstments made duç to laok ofadequate documentation or Ìack of

support. However, the 60 day limitation shall not apply if the provider can adequately

demonstrate, through documentation, that emergency circumstances prevented the

provider from submitting additional docurnentation within the prescribed deadline.

Emergency circumstances are limited to loss ofrecords fiom fi.re, wind, flood, or theft.

All audit or desk review reports shall be issued by certified mail, letum receipt requested

to the address ofthe nursjng facility and to the attention ofthe administrator' The

provider shall have 2l calendar days lrom the date ofreceipt ofthe audit report to

challenge any audit or desk review adjustments or findings contained in the repoÍ by

requesting an administrative hearing in accordance with s€ction 120.57. F.S , and ChaplgI

28.106. F.A.C. The audit or desk review report shall constitute prima facie evidence of

the propriery ofthe adjustments contained therein. The burden ofproofis upon the

provider to affirmatively demonstrate the entitlement to the Florida Medicaid

reinbursement. Except as otherwise provided in tlris Plan, Chap!q¡.28-11q(LEé.!L shall

be applicable to any administrat¡ve proceeding under lhis Plan.

Amendment 2017-011
Effective 07 101 /2017
Supersedes 2016-021
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Lonq-term Care Reimbursement Plan
Attachment 4.19-D

Parl I

4. Collection of overpayments will be in accordance with section 414.41. F.S. and Buþ

59G-6.010. F.A.C.

A,

B.

All items ofexpense shall be included on the cost report, which providers must incu¡ in meeting:

l The dehnition ofnursing facilities contained in sections l919la). lb). (cl. and (d) ofthe

Social Security Act (SSA).

2. The standaxds prescribed by the Secretary of Health and Human Services (HHS) for

nursing facilities in regulations under the SSA in 42 CFR 483. Subpaft B.

3. The requirements established by AHCA which is responsible for establishing and

rna inlain ing health standards, utder the authority of 4ZÇ[.8 431.610.

All therapy required by 42 CIK 409.33 and Medicare or Medicaid certification standards and

prescribed by the physician ofrecord shall be considered as covered services and all costs, dùect

or indi¡ect, shall be included in the cost report. These include physical, audiology, speech

pathology, and occupatjonal thempies.

Implicit in any defnition of allowable costs is that those costs shall not exceed what a prudent and

cost-conscious buyer pays for a given service or item. If costs are determined by AHCA, uiilizing

the Title XVIII Principles of Reimbursement, CMS-PUB.l5- I and this Plan, to exceed the level

that a prudent buyer would incur, then the excess costs shall not be reimbìrrsable under this Plan.

All items of€xpense, which providers incur in the provision ofroutine services, such as the

regular room, dietary and nursing services, minor medical and surgical supplies, and the use of

equipment and facilities, are allowable. A comprehensive listing ofthese items includes laundry

services, nutritional services, personal cate ser.rices, personal care supplies, incontinence supplies,

rehabilitative and restorative care services, durable medical equipment, stock medical supplies,

analgesics, antacids, laxatives, vitamins, and wound care supplies. Physician Services, dialysis

services, cornmunity mental health services, dental services, podiatry services, fìu and pneumonia

Amendrnent 2017-01 I

Effecriv e 07 /01 /2017
Supersedes 2016-021
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Long-ternl Care ReimbursemeÌt Plan
Attachment 4.l9-D

Part I

injections, visual services, and hanspofiation services are not included in the pel diem rate as the

rendering provider bills Medicaid directly.

Bad debts other than Title xIX ofthe ssA, chafity, and coutesy allowances shall not be included

irr allowable costs. Bad debts for Tiile xIX of the SSA shall be limited to Title XIX of the ssA

uncollectible deductible and copayments and the uncollectible portion ofeligible Florida Medicaid

recipients' responsibilities. Example- Daily rate is $210.00; state pays $190.00 and recipient is to

pay $20.00, ifFlorida Medicaid recipient pays only S 15.00, then $5.00 would be an allowable bad

debt. All Florida Medicaid Title XIX of the SSA bad debts shown on a cost report shall be

supported by proof of collection effoIts, such as copies of two collection letters'

Costs applicable to services, facilities, and supplies fumished to a provider by organizations

related to a provider hy common owngrship or contfol shall be govemed by Title xvlll ofthe

ssA and chapter 10, CMS-PUB.15-1. Providers shall identiry sùch related organizations and

costs in thei,r cost reports.

Costs, which are otherwise allowable, shall be limited by the following provisions:

1. The owner-administrator and olvner-assistant administrator compensation shall be limited

to reasonable levels detemined in accordance with CMS-PUB l5-1 or determined by

surveyed ranges ofcompensation conducted by AHCA. The survey shall be ofall

administrators and assistant administuators ofFlorida long-term care facilities, and shail,

to the extent feasible with the suwey data collected, recognize differences in

organization, size, experience, length ofservice, services administered, and other

distinguishing characteristics. Results ofsurveys and salary limitations shall be furnished

to providers when the survey results are completed, and shall be updated each year by the

wage and salary component ofthe Plan's inflation index A new salary survey may be

conducted at the discretion ofAHCA.

2. Limitation ofrents:

Anendment 2017-01I
Effective 07 /01/201'ì
Supersedes 2016-021
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Attachment 4.19-D

Part I

For the purposes ofthis provision, allowabJe ownership costs of leased property

shall be defined as:

(1) Cost ofdepreciable assets, propefiy taxes on personal and real Property,

and property insurance.

(2) Sal€s tax on lease payments except in cases ofrelated partìes.

(3) ROE that would be paid to the owner ifhe were the provider, as per

section IIl.J.

Lease costs allowed for lease confacts existing as ofAugust 31, 1984, shall

remain unchanged except for increases specified in the contract entered into by

the lessee and lessor before September 1, 1984 If, prior to October 1, 1985,the

lessee exe¡cises an oFtion to renew the lease that axisted as of August 3 l, 1984,

inc¡eases in lease cost for each year of the renewal period shall be limited to the

increase in the Florida Construction Cost Inflation Index düring the last 12

months. See Appendix B for the compütation of this index. Lease cost

increases shall be fufiher limited to a maximum of20 percent over five years'

When the lease contract in effect on September 30, 1985 expires, including only

options to renew which were exercised pdor to October 1, l985, the provider's

reimbursement for iease costs and other property costs shall be baseci on a fair

rental value system (FRVS) for the facility per section V.D 1

Facilities not leased on October l, 1985:

(l) For facilities that were not leased as ofAugust 31, 1984 and that are

operating under a lease agreement commencing on or after September

l, 1984 and before October l, 1985, the Florida Medicaid rent

reimbursement shall be based on the lesser of actual rent paid or the

11
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Lope-term Câre Reimbùrsenìeût PlaÌ
Attachment 4 19-D

Part I

allowable ownership costs ofthe leased property per sections III G 3

through 5.

(2) Annual increases in lease costs for providers in (l) above shall be limited

to the increase in the Florida Construction Cost Inflation Index during

the last 12 months. See Appendix B for the computation of thjs index'

Lease cost increases shall be further limited to a maximum of 20

percent over five years. When the lease contract in effect on September

30, 1985 expires, including only options to renew which were exercised

prior to October 1, 1985, the provider's reimbursement for lease costs

and other propefy costs shall be based on a FRVS for the facility per

seciion V.D.l,

Facilities leased on or after October 1, 1985:

(1) Providers that leased facilities on or after October 1, 19E5, shall be

reimbursed for lease costs and other property costs based on the FRVS

per section V D.1. Allowable ownership costs shall be documented to

AHCA for purposes of computing the fair rental value Facilities not

currently reimbursed based on the FRVS per section V D I shall not

become reimbursed based on the FRVS per section V D l, solely due io

the execution ofa lease agreement between related organizations under

section III.F

(2) In no case shall Florida Medicaid reimburse property costs of a

provider who ís subject to b, c, d (l) and e, ifownership costsarenot

properly documented per the provisions Providers shall not be

reimbursed for property costs ifproper documentation ofthe owner's

costs, capable ofbeing verified by an auditor, is not submitted to

Amendment 2017-01 I
Effective 07 l0l /201'7

Suoersedes 2016-021
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AHCA. The owner shall be required to sign a letter to AHCA that

states that the documentation submitted presents to the best ofhis

knowledge true and correct infomation. The letter signed by the

owner shall also state that the owner agees to make his books and

records of original entry related to the nursing facility properties

available to auditors or ofllcial representatives ofAHCA.

(3) Approval shall not be given for proof of financial ability for a provider

if the provider is leasing the facility and does not submit the

documentation ofthe owner's costs with the letter signed by the olvner

as Per (2)

e. A lease agreemenf may he assìgned and üansfened (assumed) for Florida

Medicaid reimbursement purposes ifall ofthe following criteria are met:

(l) The lease agreement was executed prior to September l, 1984 (when

the "limitations ofrents" provisions were implemented).

(2) The lease cost is allowable for Florida Medicaid reimbursement

purposes.

(3) The lease agreement includes provisions that allow for the assigxnent'

(4) All provisions (terms, payment rates, etc.) ofthe lease agreement

remained unchanged (only the lessee changes).

When the assumed lease contuact in effect on September 30, 1985 expires,

including only options to renew \rhich were exercised prior to October I , 1985,

the provider's reimbursement for lease costs and other propefty costs shall be

based on a FRVS for the facility per section V.D 1

Basis for depreciation and calculation:

13
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Long-term Care Reimbursement Plân
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Parl I

Cost - I-listodcal cost of long{erm care facilities shall be the basis for

calculating depreciation as an allowable cost, except as provided by 3.b and 6.

All orovisions of the Title XVIU of the SSA and CMS-PUB.l5-l regarding

asset cost finding shall be followed.

Change in ownership ofdepreciable assets - For pü?oses ofthis PIan, a change

in ownership ofassets occurs when urtrelated parties purchase the depreciable

assets ofthe facility, or purchase 100 percent ofthe stock ofthe facility and

within one year merge the pürchased facility into an existing corporate structure

or liquidate the purchased cotporation and create a new corporation to opelate as

the provider. In a case in which a change in ownership of a provider's or the

lessor's depreciable assets occur, and ifa bona fide sale is established, the

provider's basis for depreciation shall be úe lesser ofthe followíng:

(1) The fair market value ofthe depreciable facility as defined by 42 CFR

413.134 and determined by an appraiser who meels the requirements of

Chapters 6lJlll and 6lJI-6. F.A.C.

Ø The allowable acquisition cost ofthe assets to the owner of record on

July 18, 1984, for facilities operating on that date, or the first owner of

record for 1ãcilities that began operation after Juiy i8, I984

(3) The acquisition cost ofsuch assets to the new owner'

(4) Example I - An entity, who is the owner oftecord on July 18, 1984,

has a facility \¡/ith a historical depreciable basis of $5,000,000. A new

owner purchases the facilrty for $10,000,000 The new owner's basis

for depreciation is the lesser ofthe two, or $5,000,000

Example 2 - An entity, \ryho is the owner ofrecord on July 18, 1984,

has a facility with a historical depreciable basis of$5,000,000 4new

l4

b.

Amendment 2017-011
Effective 07 /0112017
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owner purchases the facility for $3,000,000. The new owner's basis for

depreciation is the lesser ofthe two, or 53,000,000

Limitation on Interest Expense for Propeúy-Relat€d Debt and ROE or Use Allowance

At a change ofownership on or after July 18, 1984' the interest cost and Rc)E or use

allowance to the new owner shall be limited by the allowable basis for depreciation as

dehned per 3.b. The new owner shall be allowed the lesser of actual costs or interest cost

and ROE cost or use allowance in amounts that would have occured based on the

allowable depreciable basis ofthe assets. These limited amounts shall be determined as

follows:

a. The portion ofthe equþ balance that represents the or¡mer's investment in the

capital assets shall be limited for purposes ofcalculating a ROE or use

allowance to the total amount allowed as depreciable basis for those assets as

per 3.b.

b. The amount of interest cost due to debt financing ofthe capital assets shall be

limited to the amount calculated on the remainder ofthe allowable depreciable

basis after reducing that allowable basis by the amount allowed for equity in a

The new owner's cuIrent terms offìnancing shall be used for purposes ofthis

provision.

Example I - The first owner ofrecord after July 18, 1984 has an acquisition cost

of$6,000,000. Tlte tlew owner pays $10,000,000 for the facility, makes a down

payment of$2,000,000 and finances $8,000,000 at 5 percent for 25 years The

basis for depreciation to the new owner is $6,000,000, and the disallowed

portion ofthe depreciable basis is S4,000,000 Therefore, the allowable equity

attributable to investment in the capital assets is $2,000,000, and interest cost

Amendment 2017-01I
Effecttve 07101/2017

Supeßedes 2016-021

Approval DËe 1g 20,|7
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allowed shall be cornputed on $4,000,000 (S6,000,000 rninus $2,000,000) at 5

percent over 25 Years.

Exarnple 2 - Ifthe new owner above had made a down payment of$7,000,000

and financecl $3,000,000, the allowable equity would be $6,000,000, and no

ìnterest cost woùld be allowed.

Costs attributable to the negotiation or settlement of a sale or purchase of a facility

occurring on or after July 18, 1984 shall not be considered allowable costs for the

provider's Florida Medicaid reimbursement purposes, to the extent that such costs were

previously reimbursed for that facility under a former owner. Such costs include legal

fees, accounting fees, administrative costs, travel costs, and costs offeasibility studies,

but do nol inchtde costs of tangible assets, financing costs, or other soft costs'

Capital costs which require ceftifrcate ofneed (CON) approval shall be allowed for

reimbursement puposes only ifthe capital expenditure receives approval from the CON

ofhce. All cost overruns which require CON approval must also be approved in order to

qualifl for reimbursement This section will apply to all providers with Florida Medicaid

cerlification effective on or after July 1, lggl Total capital expenditures which are

greater than the total amount approved by CON shall not be recognized for

reimbursement purposes. In the example below, the reimbursable cost which is

considered in rate calculations is the lower of the new facility cost, coN aPproval, or the

Florida Medicaid allowable cost

6.
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Example I Exâmple 2

NeÌv Facility Cost

CON Approval

$10.0 Million

$7.0 Million

36.5 Million

$9-0 Million

$6.0 Million

$7.5 MillionMedicaidAllowable Cost

Reimbüsable Cost 56.5 Million $6.0 Million

Recapture ofdepreciation resulting fiom sale ofassets:

I . The sale of depreciable assets, or substanfial poÍion thereot at a price in excess of the

cost ofthe propeúy as reduced by accumulated depreciation, resulting in a gain on sale,

and calculated in accordance with Tille XVIII ofthe SSA, indicates thc fact that

depreciation used fbr the purpose of computing allowabl€ cÔsts \ryas greater than the

actual economic depreciation. The amount ofthe recaPture applicable to payments made

toaproviderpriortoreimbursementundertheFRVSshallbe¡ieterminedasfollows:

a. The gross recaptwe amount shall be the lesser ofthe actual gain on the sale

allocated to the periocls during which depreciation was paid or the accumulated

depreciation after the effective date ofJantary 1,1972 andprior to the

implementation ofpayments based on FRVS to the facility The gross recapture

shall be reduced by I percent for each month in excess of48 months

pafiicipation in the Florida Medicaid program Additional beds and other

related depreciable assets put into service after April l, 1983 shall be subject to

the same l2 % year depreciation recapture phase-out schedule beginning at the

time the additional beds are put into selvice. The gross I ecapture amount related

to the aclditional beds shall be reduced by 1 percent for each montb in €xcess of

48 months ofparticipation in the Florida Medicaid program subsequent to the

date fhe additional beds were put into service To determine the amount of gain

associatedwithadditionalbeds,theportionofthesalepriceassociatedwithall

t7
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depreciable assets shall be allocated to the older and new portions of a facility as

follows:

For each parl ofthe facility, determine the proportion ofbeds to the

facìlity's total number ofbeds.

Multiply the proportion ofbeds in that part ofthe facility by the sales

price.

The result is the portion ofthe sales price allocable to that part ofthe

facility.

The adjusted gross recapture amoulìts as detemined in section a shall be

allocated for fiscal periods from January l, 1972 through the earlier ofthe date

of sale, or the implementation ofpayments based on the FRVS for the facility'

The adjusted gross recapture amounts shall be allocated to each fiscal period in

the same ratio as depreciation amounts claimed for the respective portions of the

facitity. Allowable costs shall be computed for each period after depreciation

recapture. The recomputed allowable costs shall be used to detelmine if there

should be an adjustm€nt to the payment rate, and any resulting overpayment

shall be recovered.

Amendment 2017-01 I
Effectiv e 0'7 /01 /2017
Supersedes 2016-021

epproval DËÊnS20j7-

b.

Example

Sales Price

Older Portion of Facility

Newer Pofiion of Facility

$6,000,000

60 tseds

120 Beds

Allocation to older portion

Allocation to newer portion

(60/180) x 6,000,000:

(120/180) x 6,000,000 =

$2,000,000

$4,000,000

Total Sales Price $6,000,000
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c. Tlìe net recapture overpayment amou.nt, ifany, so determined in b, shall be paid

by the forrner owners to the state. lfthe net rccapture amount isnotpaid by the

lormer owner, in total or in part, the amount not paid shall be deducted fiom

future payrnents by AHCA to the buyer until net recapfüe has been received.

AHCA shall grant terms ofextended payment when the facts and circumstances

ofthe unrecovered recapture flom the sellerjustify the extension.

Depreciation Recapture Resulting ûom Leasing a Facility or Withdrawing from fhe

Florida Medicaid Program

In cases where an owner-operator r ithdraws flom the Florida Medicaid program as the

provider, but does not sell the facility, the depreciation paid by Florida Medicaid to the

o\ryner during the time he was the Florida Medicaicì provitler shall be subject to the

depreciation recapture provisions ofthis Plan when the owner seìls the facility. This

includes cases where an owner-provider leases a lacility to another un.related, licensed

operator after having operated the facility as a licensed Florida Medicaid provider. All

owner-providers fbat withdraw from the Florida Medicaid program shall be required to

sign a contract with AHCA creating an equitable lien on the owner's nursing facility

assets. This lien shall be filed by AHCA with the clerk ofthe circuit court in thejudicial

circuitwithinwhichthenursingfacilityislocated.'ì-hecontractshallspecifuthemethod

for computing depreciation recapture, in accordance with the provisions of this Plan, and

the contact shall state that such recapture so determined shall be due to AHCA upon sale

ofthe facilify. In the event that an owner-provider withdraws from the Florida Medicaid

program, the reduction in the gross depreciation recapture amount calculated in section

Ill.H. La shall be computed using only the number ofconsecutive months that the facility

is used to serve Florida Medicaid recipients.

Amendment 2017-01 I
Effectiv e 07 /01 /2017
Supersedes 2016-021
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Example - An owner-operator pafiicipates in Florida Medicaid for 60 months. He then

withdraws from the Florida Medicaid program and leases the facility to a new operator,

who enters the Flo¡ida Medicaid program as a new provider and participates for 24

months. At the end ofthe 24 months, the lessee withdraws lrorn the Florida Medicaid

program and operates the facility for anotÏe¡ 60 months, after which the owner sells the

facility. The gross recapture amount orüed by the own€r shall be computed using the

amount ofdepreciation claimed by the owner and allowed by Florida Medicaid during

the 60 months that he was the provider. The reduction in the gross recapture amount will

be (60 + 24 - 48) :3ó months times 1 percent. If a provider fails to sign and Ìetum the

conüact to AHCA, the new license for the prospective operator ofthe facility shaìl not be

approvcd.

Recapture of property cost indexing above the FRVS base paid under the fair rental vàlue method:

1. Reimbursement due to indexing paid under the FRVS shall be defined as the accumulated

reimbursement paid due to the difference between the FRVS rates paid and the initial

FRVS rate established for the provider.

2. Upon sale ofassets, recaphìre of reimbursement due to indexing underFRVS shall be

determined as follows:

a. The total amount ofind€xilg shall be recaptured ifthe facilþ is sold during the

first 60 months that the provider has been reimbursed under FRVS

b. For months 61 and subsequent months, I percent of the recaptue amount shall

be forgiven per rnonth. Two percent ofthe recapture amount shall be forgiven

per month ifthe provider had Florida Medicaid utilization greater than 55

percent lor a majority ofthe months that the provider was reimbursed under

FRVS,

Amendment 2017-011
Effectiv e 07 101 /2017
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c. Documented costs ofreplacement €quipment purchased subsequent to the date

theproviderbeganreimbÙIsementunderFRVSshallreducedol]ar-for-dollarthe

amount ofrecapture, but shall not create a credit balance due to the provider'

Return on Equity

An allowance of a reasonable RoE for capital invested and used in providing patient care is

includable as an element ofthe reasonable cost ofcovered services fi.¡mished to tle benefìciaries

byproprietaryproviders.Therateofreturnshallbeequaltotheaverageofthemtesofintereston

special issues ofpublic debt obligations issùed to the Federal Hospital Insurance Trust Fund for

each ofthe months during the provider's reporting period or portion thereof covered under the

Florida Medicaid program. ROE shall be limited to those providers who are organized and

opel.ated with thc cxpectation of eaming a profit for the owners, as distinguished from providers

organized and opefated on a non-profit basis. RoE shall exclude positive net working capital (an

amount greater than zero). For facilities being reimbursed under FRVS for propelTy' positive

equityincapitalassetsshallberemovedfromtheo.,À'ners'equitybalanceincomputingRoE.A

full ROE payment shall be calculated on 20 percent ofthe FRVS asset valuation per section

V,D.1.e and included in the FRVS rate

Use Allowance

A use aÌlowance on equity capital invested and used in providing patient care, exciuciing positive

net working capital (an amount greater than zero), shall be defrned for purposes ofthe Plan as an

allowable cost. The use allowance shall be allowed for non-profit providers except those tlìat ar€

ownedoroperatedbygovernmentagencies'Thisuseallowanceshallusetheprinciplesstatedin

section J, but shall be limited to one-third ofthe rate given to profit-making providers. For

facilities beìng reimbursed under the FRVS method for proporty costs' including govemment

ownedoropefatedfacilities,allprovisionsofJ,includingthefullfateofretum,shal]beusedin

computing the use allowance for the property-related equity and included in the FRVS rate'

Amendment 2017-01 I
Effective 0'1 /01 /201'1
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Legal Fees and Related Costs

In order to be considered an allowable cost of a provider in the Flo¡ida Medicaid program,

attomeys' fees, accountants' fees, consultants' fees, expeÍs'fees and all other fees or costs incuffed

related to litigation, must have been incurred by a provider who was the successful party in the

case on all claims, issues, rights, and causes ofaction in ajudicial or administrative proceeding. lf

a provider prevails on some but less than all claims, issues, rights, and causes ofaction, the

provider shall not be consìdered the successful party and all costs ofthe case shall be unallowable

All costs incured on appellate review are govemed in the same mamer as costs in the lower

tribunal. If on appeal, a provider prevails on all claims, issues, rights and causes of action, the

provider is entitled to its litigation costs, in both the lower tribunal and the reviewing court, related

to those claims issues, rights and causes ofaction in which a prnvider is fhe srccessfiÌl Party on

appeal as determined by a final non-appealable disposition ofthe case in a provider's favor. This

provision applies to litigation between a provider and AHCA as it relates to Florida Medicaid

audits and Florida Medicaid cost reimbursement cases, including administrative rules, and

certificate ofneed cases. This provision peftains only to allowable costs for the recalculation of

reimbursement rates and does not create an independent right to recovery of litigation costs and

fees.

The direct care component shall include saiaries and benefits ofdirect care staffproviding nursing

services including registered nurses, licensed plactical nurses, and certified nursing assistants

(CNA) who deliver care directly to residents in the nursing facility. Direct care staff does not

ilclude nursing administration, Minimum Data Set (MDS) and care plan coordinators, staff

development, and staffing coordinators. There shall be no costs directly or indfuectly allocated to

the direct care component from a home office or management company for staffwho do not

deliver care directly to residents in the nursing facility.

All other patient care costs shall be included in the indirect care cost per diem rate'

Amendment 2017-01 I
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Effective April 1, 2009, the Nursing Facility Quality Assessment (NFQA) fee is an allowable cost

and shall be included in the cost report with required adjustnÌents. Refer to section V.F ofthis Plan

for specific details ofthis fee. Nursing facilities may not create a separate line-item charge for the

puryose ofpassing through the assessment to residents.

B.

In accordance with Chapter 120-F.S. Administrative Procedure Act, this Plan shall be made

available for public inspection, and a public hearing, ifrequested, shall also be held so that

interested members ofthe public shall be afforded the opportunity to review and comment on the

Plan.

For puryoses ofestablishing rcimbursement ceilings, each nursing facility within the state shall be

classifìed into one ofsix reimbursement classes as defmed in seolions V.4.2 and 3 Ssptûàte

operating, direct care, and indirect care reimbursement ceilings shall be established for each class,

but the property cost component shall be subject to a state\ryide reimbursement ceiling of $13.6500

for facilities still being reimbursed deFeciation and interest per sections III.G.3 though 5 except

as noted in section V.8.6.b.

The ceilings shall be detetmined prospectively and shall be effective the first day ofthe rate

period, as described in section V.A. Ceilings shall be set at a level which the State determines to

be adequate to reimburse a provider for the allo\dable and leasonable costs ofan economically and

elficiently operated facility. The statewide property ceilings shallbesetas described in section

V.A and V.B. The operating, direct care, and indirect care class ceilings shall be the maximum

amount paid to any provider in that class as reimbursement for operating, direct cale, and indir€ct

care costs. Establishment ofprospective class ceilings and an individual provider's reimbuISement

rate will reasonably take into account economic conditions and trends during the time periods

covered by the payment rates.

Supplemental Payments for Special Care

Amendment 2017-011
Effeative 07 /01 12017
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ln order to receive a supplemental payment in excess ofthe class ceilings, a provider must

demonstrate to AHCA that unique medical care requirements exist which require extraordinary

outlays of funds. Circumstances which shall require such an outlay of funds in ordel to receive a

supplemental payment shall be limited to patients under age 21 with comPlex medical needs based

upona level ofcare established by the Agency's designee. The peliod ofreínbursement in excess

ofthe class ceiling shall not exceed 12 months. Effective September l, 2017, the period of

reimbursement in excess ofthe class ceiling shall not exceed 13 months. A flat rate shall be paid

for the specific patients identified, in addition to the per diem paid to the provider. The flat late

supplemental payment shall be trended forward each rate period using the lHs Healthcare cost

Review indices used to compute the operating and patient care ceilings. These incremental costs

shall he included in the cost reports submitted to AHCA, but shall n;t be inclu¿ed in the

calculation offuture prospective rates. The cost ofthe patients shall be adjusted out based upon

the flat rate payments made to the provider, in lieu of separately identirying actual costs. special

billing procedures shall be obtained by the provider from the Bureau ofMedicaid Policy. The

class ceilings may also be exceeded in cases where Florida Medicaid patients are placed by AHCA

in hospitals or in non-Florida Medicaid pafiicipating institutions on a tempolary basis pending

relocatior to pafticipating nursing facilities, for example, upon closure ofa participating nulsing

tàcility. ,l.he cMS Regional office siraii be notified in w¡iting at ieast l0 days in advance in all

situations to which this exception is to be applied, and shall be advised of the rationale for the

decision, the financial impact, includi¡g the ploposed rates, and thc numbcl offacilities and

patients involved. AHCA shall extend the class ceili¡g exception for subsequent allowable

periods upon making a detemination that a need for the exception still exists and upon providing

the CMS Regional Office with another advance written notification as stated above'

FRVS shall be used to reimburse facilities fol propeÉy. To plevent any plovider from receiving

lower reimbursement undeï FRVS than undel the fomer method where depleciation plus interest

Amendment 2017-011
Effectlve 07 /011201'1
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costs were ùsed to calculate payments, thele shall be a transition period in which some facilities

shall continue to be paid depreciation plus interest until such time as FRVS payments exceed

depreciation and interest payments as specified in section V.D.l.h. At that time, a provider shall

begin reimbursement uncler the FRvs. Ploviders entefing the program after octobel 1, 1985 that

had enter.ed into an arm,s length (not between related parties) legally enforceable agreement for

construction or purchase loans prior to october 1, 1985 shall be eligible for the hold hannless

clause per section V.D.l.h.

The prospectively cleterminecl individual nursing facility's rate will be adjusted retroactively to the

effective date ofthe affected rate under the following ctcumstances:

1. An e¡ror was made by AHCA in the calculation of the provider's rate'

2. A provider submits an amended cost rcnort used to determine the rate in effect An

adjustment due to the submission of an amended cost repoft shall not be granted unless

the amended cost repoft shall cause a change ofone or more percent in the total

reimburcement rate. The provider sball submit documentation suppofiing that the one

percent requirement is satisfied This documentation shall include a rate calculation

using the same methodology and in a similar format as used by AHCA in calculaling

rates. The amended cost repofi shall be filed by the filing date of the subsequent cost

rcpod, the date ofthe first field audit exit conference for the period being amen<ied, or the

date a desk audit letter is received by the provider for the period beirg amended,

whichever is earlier'

3. Further desk or on-site audits ofcost reports disclose a change in allowable costs

Tbe Florida Medicaid program shall pay a single level ofpayment rate for all levels ofnursing

care. This single per diem shalÌ be based upon each provider's allowable Florida Medicaid costs

divided by the Florida Medicaid patient days from the most Iecent cost report subject to the late

setting methodology in section V.

Anrendment 2017-01 I
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Reimbursement ofoperating, direct care, and indirect care costs are subject to class ceilings.

Propeñy costs are subject to statewide ceilings of$13.6500 for facilities being reimbursed under

sections IILG.3 through 5 except as noted in section V.8.6.b. For facilities being reimbursed

under FRVS, the cost per bed ceiling shall be per section V.D.1.g. ROE and use allowance are

passed though and are not subject to a ceiling.

A MAR shall be calculated pursuant to section V.E.

The following provisions apply to interim changes in component reimbursement rates, other than

through tlìe routine mte setting process:

1. Requests for rate adjustments to account for increases in property-related costs due to

capital additions, expansions, replacements, or repairs, or for allowable lease cost

increases shall not be considered in the inlerìm beflveen çost report submissions, except

for the adclition ofnew beds or ifthe cost ofthe specihed expansion, addition'

replacement, allowable lease cost increase or repair would cause a change ofone percent

or more in the provider's total per diem reimbursement rate. For providers being

reimbursed under FRVS, property-related costs shall not be considered in any interim

rate request. Adjustments to FRVS rates for propefiy-related costs shall be made only on

the first day ofthe rat€ pedod per section V.D.l.i.

2. lnterim rate changes reflecting incleased costs occuning as a result oipatient care or

operating changes shall be considered only ifsuch changes were made to comply with

existing state or fèderal rules, laws, or standafds, and ifthe change in cost to lhc plovidel

is at least S5,000 and would cause a change ofore percent or more in the provider's

curent total Per diem rate.

a. Ifnew state or federal laws, rules, regulations, licensure and certification

requirements, or new interpretations ofexisting laws, rules, regulations, or

licensure and ceÍification requil€ments require providers to make changes that

I,
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result in increased or decreased patient care, operating, or capital costs, requests

for component interiln rates shall be considered for each provider based on the

budget submitted by the provider. All providers' budgets submitted shall be

reviewed by AHCA and shall be the basis for establishing reasonable cost

parameters.

b. ln cases where new state or federal requirements are imposed that affect all

providers, appropriate adjustments shall be made to the class ceilings to account

for changes in costs caused by the new requirements effective as ofthe date of

the new requirements or implementation of the new requirements, whichever is

later,

c. Interim rale adjustm€nts shall be granted to reflect increases in the cost of

general or professional liability insurance for nursing facilities if the change in

cost to the provider is at least $5,000 and would cause a change ofone percent

or more in the provider's cunent total Per dìem rate.

d. Interim rates shall not be granted for fiscal periods that have ended, such as after

the close of the provider's reporting year in which the additional costs were

incurred.

e, Interim rates for the staffmg requirements shali not be granted.

lnterim rate requests must be submitted within 60 days after the costs are incurred, and

shall be accompanied by a 12 rnonth budget that reflects cha¡ges irì services and costs

These interim rate requests shall be submitted to AHCA, Bureau of Medicaid Program

Finance, Cost Reimbursement Nursing Homes,2727 Mahan Drive, Mailstop 23,

Tallahassee, FL 32308. An interim reimbursement rate, ilapproved, shall be established

for estimated additional costs retfoactive to tlìe time of the chaDge in selvices oI the time

the costs are incured, but not to exceed 60 days before the date AHCA receives the
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interim rate request. The interim per diem rate shall reflect only the estimated additional

costs, and the total reimbursement rate paid to the provider shall be the sum ofthe

previously established prospective rates plus the interim rate as limiled by the effective

ceiling. A discontinued service would offset the appropriate components ofthe

prospective per diem rates curently in effect for the provider. Upon receipt of a valid

interim rate request, AHCA, Bureau of Medicaid Program Financq shall detetmine

whether additional infomation is needed from the provider and request such information

within 30 days. Upon receipt of the complete, legible additional infomation as

requested, AHCA, Bureau of Medicaid Program Finance, shall approve or disapprove the

interim rate request within 60 days. If AHCA, Bureau of Medicaid Program Finance,

does not make such d€termination within the 60 days, the interim rate request shall be

deemed approved,

Interim Rate Settlement

The interim rate senlement will adjust targets Í?om the interim effective date going

forward so the new intedm cost, tllat otherwise would not have been reimbursed, can now

flow through provider specific targets per section V.B.14 The settlement will adjust the

actual Florida Medicaid cost against estimated cost ftom the effective interim date until

the cost report containing the interim cost is used to set rates- The interim adjustment,

line 5a ofthe rate sheet, is settled by the following calculation:

Schedule S, line 6 ofthe cost rePofi
Total patient days fiorn interim date

fiscal end

The provider specific target adjustlnent, line 7a ofthe rate sheet, is s€tfled by the

following calculation:
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Schedule S, line 6

frorÌì the settlement cost Ìeport
Total patient days from Interim
date until settlement cost rePort

fiscal year end

Schedule S, line 7
from the settlement cost repof

Total patient days from
settlement cost repoft

+

Overpayment as a result ofthe difference between the approved budgeted interim rate

and the revised rate using the actual costs ofthe item shall be reñ¡nded to AHCA

Ulderpayment as a result ofthe difference between the budgeted interim rate and the

revised rate using the actual costs shall be paid to the provider.

Aggregate Test Comparing Florida Medicaid to Medicare

42 CFR 447 .272 provides that states must ensuÌe CMS that AHCA's estimated average proposed

payment Ìate pay no more in the aggregate by category for long-tefm care facility services than the

amount that would bc paid for the selvices undcl thc Mcdicarc principles of reimburs€ment. At

any rate period ifthe aggregate reimbursement to be paid is higher than would be paid under

Medicare reimbursement principles the following steps shall be taken in order to meet the

aggregate test:

L The increase in property reimbursement due to indexing for FRVS shall be reduced until

the upper limit test is ìnet fof that rate period. The amount ofthe property reimbursement

rate paid under FRVS shall be reduced, but not below the injtial per diem the provider

received under FRVS, This per diem is inclusive ofall components ofFRVS, including

propelly, ROE, taxes, insurance, and home office.

2.Anyincentivepaymentsolothelpaymentsthatexceedtheprojectedcostlateshallbe

reduced on a pro rata basis until Flofida Medicaid aggregate payments are equal to or less

than the amount that would be paid for services under the Medicare reimbursement

principles.
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3. If provisions I and 2 above are implemented in order to meet tbe Ùpper limit test, for a

period of one year, this Plan shall be reanalyzed and fonnally amended to confo[m to the

necessary program cost limits.

payments made under.this Plan are subject to retroactive adjustment ifâppfoval ofthis Plan or any

part of this PIan is not received flom CMS. The retroactive adjustments Ìnade shall reflect only

the federal financial participation portions ofpayments due to elements of this Plan not authorized

by CMS.

This section defines the methodologies to be used by the Florida Medicaid program in establishing

reinrhumemçnt ceilings and individual nursing facility reimburscmcnt ratcs'

A. Ceilings

1. Ceilings shall be determined prospectively and shall be effective on the first day ofthe

rate period. The most cu ent acceptable cost reports received by AHCA, Bureau of

MedicaidProgramFinance,AuditservicesbythecloseofthebusinessdayonApril30

of each year, or by the close ofthe next business day if April 30 fall on a weekend, and

the provider,s most recent reimbursement rates shall be used to establish the operating,

direct care, and indìrect care ceilings. The statewide property ceiling for facilities being

reimbursedpersectjonslll.G.3through5,pendingtransitiontopaymentsbasedonthe

FRVS,shallbe$l3.6500exceptaSnotedinSectionV.B'6'b.Forthosefacilitiesbeing

reimbumed under FRVS, the cost per bed ceiling per section V D l g shall be used'

2.Forthepurposeofestablishjngreimbursementlimitsforoperating,directcare,and

indilectcarecosts,lourclassesbasedongeographiclocationandfacilitysizewere

developed. These classes are as follows:

a. Class I Srnall Size I - 100 beds - Nollhern Florida Counties

b. Class 2 Large Size l0l - 500 beds - NoÍhem Florida Counties
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c. Class 3 Small Size I - 100 beds - Southern Florida Counties

d. Class 4 Large Size 101 - 500 beds - Southern Florida Counties

For purposes of defining the four rcimbursement classes, the "Southern Florida Counties"

shall be of:

Broward Hardee Monroe

Charlotte Hendry Okeechobee

Collier Flighlands Palm Beach

Dade Indian River Polk

Desoto

GIades

Lee St. Lucie

SarasotaMartin

All remainírg Florida countics shall be "Northem Florida Counties "

As ofJuly 1, 1994, two additional reimbursement classes shall be defined as follows:

a. Class 5 SmaÌl Size I - 100 beds - CenÍal Flo¡ìda Counties

b. Class 6 Large Size l0l - 500 beds - Central Florida Counties

The "Central Florida Counties" shall be comprised of:

Brevard Manatee Pinellas

Hardee Orange Polk

Highlands Osceola Seminole

Hillsborough Pasco

The "Northern Florida Counties" and "Southern Florida Counties" shall be

cornprised oflhe counties enumerated in section V A 2less the "Central Florida

Cou[ties" as defined above

Setting Prospective Reimbursement Per Diems and Ceilings

In determining the class ceilings, alÌ calculations for sections v.8.1 thlough 14 shall be made

using the four classes, and "Nofihem Florida counties" and "southem Florida counties"
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definitions of section V,4.2. ,All calculations for sections V,B.l5 and 16 shall be made using the

six classes and "Central FÌorida Counties" d€finition ofsection V 4.3. AHCA shall:

l. Review and adjust each provider's cost repofi refeffed to in section V.A.l to reflect the

result of desk or on-site audits, if available.

2. Reduce a provider's general routine operating costs ifthey are in excess ofthe limitations

established in 42 CFR 413.30.

3. Determine total allowable Florida Medicaid cost:

a. Determine allowable Florida Medicaid property costs, operating costs, dùect

care costs, indirect care costs, and ROE or use allowance. Dfect and ¡ldirect

care costs include those costs directly att¡ibutable to nursing services, dietary

costs, acijvity costs, social serviçes costs, and all medically ordered therapies.

All other costs, except for propeúy costs and ROE or use allowance costs, are

considered operating costs. For providers receiving FRVS payments, the ROE

cost or use allowance cost shall be reduced by the amount attributable to

property assets, and the FRVS rate shall reflect a ROE for propofiy assets as per

sections lIl,J and K. Beginning with the January 1, 2007 rate period, providers

that do not meet the CNA staffing requirements of a minimum 2.7 hours per

patient cÍay with a 2.9 hours per patient <iay weekly average effective January i,

2007 (hereinafter r€fered to as the 2007 CNA staffrrg requirements), based

upon the provider's most recent cost report with a fiscal year beginrrirtg prior to

lanuary 1,2007, each prospective Provider's direct care subcomponent shall be

adjusted or grossed up in compliance with the rcvised staffing requirements

This adjustment will be based on the information provided by each provider in

the most recent cost report used to establish the Florida Medicaid per diem rate

for the cuffent rate period. The total reported productive hours for CNAs will be
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divided by the number oftotal patient days repofied. Total reported productive

hours include hours for employees ofthe facility and hours for leased staff The

result will represent the hours per patient day for CNA nursing service. Gross

up factors will be calculated for CNA hours by dividing the greater ofhours per

patient day or the weighted minimum requirement for the cost reporting period

(weighted by montþ into tbe 2007 CNA staffing requirements. The nursing

CNA weighted minimum requirement shall be weighted by days and the 2007

CNA staffing requirements after January l, 2007, using the time period deltned

in the cost report used to set the respective rate. Facility direct care CNA costs

will be multiplied by the CNA gloss up factor ifthe factor is greater than 1.0,

and by I .0 if the facior is less than or equal to I .0. The adjusted direct care costs

will be used for the purpose ofcomputing ceilings and the prospective per diem

rate.

Effective July l, 2010 a minimum weekly average ofCNA and licensed nursing

staffing combined of 3.9 hours of direct care per resident per day is required. As

used in this sub-subparagraph, a week is defined as Sunday through Saturday A

minimum CNA staffing of 2.7 hours ofdirect care per resident per day is

required. A fàciiity may not stalTbeiow I CNA per 20 residents. A minimum

licensed nursing staffing of 1.0 hour ofdirect care per resident per day is

required. A fàcility may not staff below I licensed nurse per 4 0 residents No

gross up adjustment will be generated due to the July I , 2010 staffing revisions

because the revisions do not inclease the minimum staffing reqüte,nents

Effective July 1, 201I a minimum weekly average ofCNA and licensed nursing

staffing combined of 3.6 hours ofdirect care per resident per day is required. As

used in this sub-subparagraph, a week is defined as Sunday through Saturday A
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minimum CNA staffrng of 2.5 hours ofdirect care per resident per day is

requ ed. A facility may not staffbelow I CNA per 20 residents. A minimum

licensed nursing staffrrg of 1.0 hour ofdirect care per resident per day is

required. A facility may not staffbelow t licensed nurse per 40 residents. No

gross up adjustment will be generated due to the July l, 201 I stafltng revisions

because the revisions do not increase t¡e minimum staffing requfuements.

Calculate per diems for each ofthese five cost components listed in section 3 a by

dividing the components' costs by the total number ofFlorida Medicaid patient days ffom

the latest cost report. For providers receiving FRVS cost reimbursement, substitute the

appropriate FRVS per diem as per section V.D.

Adjust a provider's operating, direct care, and indirect care per diem costs that resulted

from section 4 lor the effects of inflation by multiplying these per diem costs by the

fiaction:

Florida Nursing Facility Cost lnflation
Index at midpoint ofprospective rate period

Florida Nursing Facility Cost Inflation
+ Index at midpoint ofprovider's cost report

period

The calculation ofthe Florida Nursing Facility Cost Inflation Index is displayed in

Appendix A.

The statewide property ceiling for facilities being reimbursed per sections III G 3 through

5 pending transition to payments based on the FRVS, shall be:

a. The statewide property cost per diem ceiling is $13 6500'

b. A provider is subject to a weighted average property ceiling at the addition of

beds at 50 percent or more ofthe existing bed capacity, or tlìe addition 0160

beds or more, A weighted average rate shall be computed, equal to the sum of:

6.
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(l) Actual per diem costs to the provider ofthe original facility, limited by

the property ceiling S13 6500, multiplied by the ratio ofits curent beds

to total facility beds; and

(2) Actual per diem costs to the provider ofthe facility addition, limited by

the property ceiling $18.6230, multiplied by the ratio ofits new beds to

total facility beds.

This weighted average rate shall be effective for l8 months from the date the

additional beds were put into selYice.

Determine the median inflated operating, direct care, and indirect care costs per diems for

each ofthe four classes and for the entire state. For each of the per diems, calculate the

ratios for each ofthe four class mcdians to the state modiâns

Divicle individual providcr opcrating, direct car€, and indirect care cost per diems that

resulted ffom section 4 by the ratio calculated for the provider's facility class in section 7.

Determine the statewide median for the per diems obtained in section 8.

For each ofthe operating, dfuect care, and indirect care per diems, exclude the lower and

upper 10 percent ofthe per diems ofsection 8 and calculate the stand d deviation for the

remaining 80 percent.

Establish the statewide cost-based reimbursement ceiling for th€ operating cost Per diem

as the sum of the medisn plüs one standard deviaticn and for the direct cele and indirect

care cost per diems as the sum ofthe median plus 1.75 standard deviations that resulted

from sections 9 and 10,

Establish the cosf-based class reimbursement ceilirtgs for:

a. The operating, direct care, and indfect care costs per diems for classes one

through four as defined in section V.A 2 by multiplying the statewide ceilings in

section 11 by the ratios calculated for that class in sectíon 7'
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b. The operating, direct care, and indirect care cost per diems for classes five

through six as deftned in section V.4.3 as the arithmetic average ofthe

reimbursement ceilings detemined in section a.

Establish the effective class reimbursement ceilings for operating, direct care, and

jndirect care cost per diems for each class as the lesser of

a. The cost-based class reimbursement ceiling determined in section 12

b. The target rate class reimbursement ceiling as calculated in 13.b, from the

previous rate period, inflated forward with 1.4 (the class target inflation

multiplier) times the rate ofincrease in the Florida Nursjng Facility Cost

Inflation Index through a calculation similar to that given in section 14 No

reimbursement ceiling can increase in excess of 15 percent annuaìly. The direct

carc component shall not bo limited to the farget rate class reimbtnement

ceiling. The target rate class reimbursement ceiling shall not fall below 90

percent ofthe cost-based class ceiling for each rate period as caìculated in

section 12.

Establish the provider target reimbursement rate for operating and indhect care cost per

diems for each provider by multiplying each provider's target reimbursement rate for

operating and indirect care cost in section 14 from the previous rate period, excluding the

L4AR, *il.h the quantity:

1+2.0x
Florida Nursing Faciliry Cost Inflation Index

ar the midpoint of the uarpggdfqralgjglia(L -l
Florida Nursing Facility Cost Inflation Index at

the midpoint ofthe curlent rate period

In the above caìculation the 2.0 shall be refered to as the provider specific target

reimbursement rate inflation multiplier' The provider target reimbursement rate

limitation shall not fall below 75 percent ofthe cost-based cÌass leimbulsement ceiling

14.
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for each rate setting as calculated in section 12. The direct care component shall not be

limited to the target reimbursement rate.

15. Compute the total cost-r€lated per dierìr for a provider as the sum o1

a. The lesser ofthe operating cost per diem obtained in section 5, the provider's

operating provider target rate in section 14, the effective oPerating class ceiling

obtained in section 13, or the provider's operating new provider target limitation

per diem obtained in section I.B.

b. The lesser ofthe direct care cost per diem obtained in section 5 or the dir€ct care

cost-based class ceiling obtained in section 12.

c. The lesser ofthe indirect care costper diem obtained in section 5, the provider's

indÍcct carc providcr tffgct ratc in scction 14, thc indfucct carc cffcctivc class

ceiliug obtained fu section 13, or the providcr's indircct carc ncw providcr torget

limitation per diem obtained in section I

d, The lesser ofthe property cost per diem obtained in section 5 or the applicable

statewide pÌoperty cost per diem ceiling in section 6 for facilities not reimbursed

under FRVS, For those reimbursed under FRVS, substitute the FRVS rate

calculated per section D, which shall be the sum ofthe property tax (which

excludes sales tax on lease payments), insurance, and home office pass through

per diems plus the per Ciem calculated based on the inclexed 80 percent asset

value plus the ROE or use allowance per diem calculated on the indexed 20

percent asset vahle.

e. I{OE per d¡em obtained in section 4.

f. The MAR as described in section E.

16. Establish the prospective per diem for a provider as the result ofsection V.B.

Medicaid Trend Adjustment (MTA)

The MTA is a percentage cut that is uniformly applied to all Florida Medicaid ploviders each rate

period which equals all recurring and nonrecuffing budget reductions on an annualized basis. The
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MTA is applied to all components after targets and ceilings Below are all the recurring and

nonrecun ing cuts that are included in the MTA. Please reference Appendix C for each MTA

percentage by rate period.

I. Effective July 1, 2005 a recuring annual reduction of $25,853,709 shall be applied

proportionallY to all rates.

2. Effective January l, 2008 an additional MTA shall be applied to achieve a recuring

annual reduction of S7 5,182,326.

3. Effective January 1, 2009 AHCA shall implement a recuning methodology to reduce

nursing facilþ rates to achieve a reimbursement rate reduction of $83,847,252. ln

establishing rates through the normal process, prior to including this reduction, if the unit

cost is equal to or less than the unit cost used in establishing the budget, then no

addition¿l Ieductiolt ir rates is necessary. In cstablishing rates through the normal

process, prior to including this reduction, if the unit cost is greater than the unit cost used

in establishing the budget, then rates shall be reduced by an amount lequired to achieve

this reduction, but shall not be reduced below the unit cost used in establishing the

budget.

4. AHCA shall establish rates at a level that ensures no increase in statewide expenditures

IesuJting ÍÌom a change in unit costs for two fiscalyears effective July 1,2009'

Reimbursemcnt mtes for the two fiscâl years shall be as providcd in tbe Gcneral

Appropriations Act.

5. Effective M arch 1,20Q9 AHCA shall implement a recuring methodology to reduce

individual nursing facility fates proportionately until the s231,362,589 required saviugs is

achieved.

6. Effective July 1, 2009 AHCA shall implement a recurring methodology to reduce nursing

facility rates to achieve an $81,333,369 rate reduction. In establishing rates through the

normal process, prior to including this reduction, ifthe unit cost is equal to or less than

the unit cost used in establishing the budget, then no additional reduction in rates is
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necessary. In establishing rates through the normal process, prior to including this

reduction, ifth€ ùnit cost js greater than the unit cost used in establishing fhe budget, then

rates shall be reduced by an amount required to achieve this reduction, but shall not be

reduced below the unit cost used in establishing the budget.

Effective July l, 2009 AHCA shall implement a recuring methodology to reduce nursing

facility rates to maximize the Nursing Facilþ Quality Assessment (NFQA) fee which

will vary based on legislative authority for the assessment, Federal Medical Assistance

Percentage (FMAP), and other reductions that have priorþ. This reduction will only

occur ifthere are sufficient funds collected though the NFQA fee to restore the

reduction. Refer to section V.F for a complete description ofthe methodology used in

establishing the NFQA.

Effcctivc July l, 201 1 budget authority up to $ 187,751,660 is provided for modif ing the

reimbursem€nt for nursing facility rates. In establishing rates through the normal process,

prior to including this reduction, ifthe unit cost is equal to or less than the unit cost used

in establishing the budget, then no additional reduction in rates is necessary. In

establishing rates thlough the normal process, prior to including this reduction, ifthe unit

cost is greater than the unit cost used in establishing the budget, then rates shall be

reduced by an amount required to achieve this reduction, but shall not be reduced below

thc unit cost used in establishing the budget.

Effective July 1,201I AHCA shall establish rates at a level that ensures no increase in

statewide expenditures resulting from a charge in unit costs. Reimbußement râtes shali

be as provided in the General APpropliatiorls Act.

Effective July 1,2012 AHCA shall implement a Ì€curring methodology in the Title XIX

Long-term Care Reimbursement Plan to reduce nursing facility rates to achieve a

$35,160,584 rate reduction. In establishing rates through the nomal process, pdor to

including this reductiolì, ifthe rate setting unit cost is equal to or less than the legislativc

unit cost, then no additional reduction in rates is necessary' In establishing rates through
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the nomal process, p¡ior to including this reduction, if the rate setting unit cost is greater

than the legislative unit cost, then rates shall be reduced by an amount Iequired to achieve

this reduction, but shall not be reduced below the legislative unit cost'

Fair Rental Value System (FRVS):

l. FRVS for providers in existing facilities at October l, 1985:

a. Each provider in an existing facility at October l, 1985 shall have an FRVS rate

established for capitalized tangible assets based upon the assets' acquisition costs

at the last dates ofacquisition prior to July 18, 1984. Facilities purchased after

July 18, 1984 and not enrolled in the Florida Medicaid program prior to the

purchase or facilities constructed after July 18, 1984 and enrolled in the

program, shall have an FRVS rato established on the basis ofthe last acquisition

costs pliot to cnrolling in the Florida Medicaid program' The acquisition costs

shall be determined fiom the most cunent depreciation schedule which shall be

submitted by each provider. These acquisition costs, including the cost of

capital improvements and additions subsequent to acquisition, shall be indexed

forward to October 1, 1985 by a poftion ofthe rate ofincrease in the Florida

Construction Cost Inflation (FCCI) Index based on the Dodge Construction

Index. The change in the FCCI Index from September 1984 to March 1985,

shall be used to project the FCCI Index for Octcber 1, 1985, with no subsequent

retroactive adjustment. The costs ofland, buildings, equipment, and oth€r

capital items allowable for Florida Medicaid reimbursement per CMS-PUB' 15-

I. such as construction loan interesl expense capitalized, financing points paid'

attorneys' fees, and other amofiized soft costs associated with financing or

acquisition shall be included in cletermining allowable acquisition costs subject

to indexing. Propelty taxes (which exclude sales tax on lease payments) and

propelty insurance expenses shall not be included in the calculation ofthe FRVS

rate, but shall be reilnbursed plospectively, based on actual cosls incuned and
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included in the total propetty rate. For FRVS rates calculated after October 1,

I 985, but prjor to Jüly l, I 99 l, the six month change in the FCCI lndex based

on the Dodge Conshuction Index shall be detemined for adjusting FRVS rates.

For rates effective on or after July l, 1991, the FCCI Index based on the lHS

Healthca¡e Cost Review quarterly forecast publication, Regional Prices and

Wages table, Consùmer Price Index All Items section, South Region subsection

shall be used. FRVS rates shall be adjusted for inflation on each rate period,

using the change in the FCCI Index for the most recent rate period published

prior to the rate period. FRVS rates shall be adjusted per subsections f and i for

chanf¡es in interest rates on capita] d€bt instruments a¡d for capital additions or

ilnprovements on each râte period. See Appendix B for thc computation of this

index.

A single FCCI Index, based upon the average ofthe Dodge Construction indices

for the six cities in Florida for which an index is published, shall be used

tb,roùgh June 30, 1991. The most recently published IHS Healthcare Cost

Review, Regional Prices and Wages table, Consumer Price Index All Items

section, South Region subsection quarterly indices shall be used for July l, 1991

and thereafter. The rate of increase in the FCCI lndex, for purposes of indexing

FRVS iaies, shall be limited to a three percent semiannual increase anC a six

percent annual increase. Duling rate peliods when the increase in the index is

greater than fhe maximùm percentage, a credit shall be calculated as the actual

increase minus the maximum percentage. This crcdìt shall be catried forward

for future periods and added to the increase in the index, up to the maximrÌm

percentage, when the actual future increases in the index are less than the

maximum percentage. For example, if the increase in the index is four percent

in a six-month period, three percent shall be used and a credit ofone percent

shall be caried forward;then, ifthe increase in the jndex is two percent in the
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next six-month period, a three percent mte ofindexing shall be used, by adding

the one percent credit to the actual two percent increase. If more than two

percent credits were available, a maximùm ofthree percent rate ofindex¡ng

would be used, and the remaining oedits would again be canied fo¡ward to

fl:ture periods, The credits shall carry forward indelmitely until they are

reduced by applying them to periods during which the rate of increase in the

FCCI Index is less than the maximum percentage. The credits shall accrue by

individual facilþ, so that any facility entering the program in a period where the

increase in the FCCI Index is less than the maximum percentage shall not

benefit froln credits accrued during prior periods by other facilities.

The portion ofthe FCCI Index increase uscd to index assct valuation câch year

shall vary with the numbcr ofyears thc facility participated in the program sincc

January 1, 1972. For the first l0years ofparticipation, a straightline increasing

portion of the allowable increase in the index shall be used: one-tenth in year

one, two-tenths in year two, tb-ree-tenths in year three, up to ten-tenths in year

10. The total percent increase allowed for any six-month rate period shall not

exceed three percent, shall not exceed four percent for any eight-month period,

shall not exceed six percent for any l2-month rate period, and shall not exceed

six and a halfpercent for any l3-month rate period. For the second 10 years, the

unadjusted index increase shall be used, subject to a thee percent semi-annual

limitation and six percent annual limitation. For years 20 through 40, a stlaight-

line decreasing portion ofthe allowable increase in the index shall be used

subject to the three percent limit per six-month rate period, four percent per

eight-month period, six percent per l2-month rate period, and six and a half

percent per 13-month period: 95 percent in year 27,90percentinyear22,85

percent in year 23, do\¡',n to 0 percent in year 40. Thus, after 39 years of

participation in the program, no further indexing shall be given to a facility.
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For rate periods beginning on or after January l, 1986 an adjusûnent shall be

made in indexing for failure ofa licensure re-inspection and for low Florida

Medicaid utilization.

(l) Any facility which receives a conditional licensure rating and upon

reinspection has not corected deficiencies as required by AHCA,

Bureau ofl.ong Term Care Services, shall receive no indexing in the

FRVS rate for the rate period subsequent to the reinspection.

(2) Florida Medicaid utilization shall be calculated as Florida Medicaid

patient days divided by total patient days, for fiscal years ending in

1980 or after. The utilízation will be calculated from the cost report or

budget used to set the rates for fho rcspcctivc rate period. For the initial

FRVS rates established olì Oclobel l, 1985, cost repolts received by

AHCA by September 1, 1985, will be used. Years earlier than 1980

shall have no adjusÍnent made for utilization, but rather shall receive

full credit for Florida Medicaid utilization. The adjustment for fiscal

years ending in 1980 or after shall be computed as follows:

(a) Ifthe provider's cost report or budget shows less tban 25

percent average Florida Medicaid utilization for the cost

repofiing period, t\en no indexing ofasset valuation shall be

given.

(b) If25 percent to 55 percent Florida Medica¡d utilization is

computed, then the poÍion of the FCCI Index increase

calculated in subsection 1.c shall be multiplied by the fraction

equal to fhe actual utilization percent divided by 55 percent.

(c) If 55 percent or greater Florida Medicaid utilization is

computed, then full indexing using the portion ofthe FCCI

Index increase calculated in subsectìon l.c shall be given.
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The asset valuation ofthe facility shall be indexed, according to sections a

through d, from the date of entry into the Florida Medicaid program but not

prior to January l, 1972. That asset valuation, subject to the cost per bed ceiling

in g., shall be used to initiate the provider's FRVS property ¡eimbùrsement at

October l, 1985. The change in the FCCI Index from September 1984 to March

i985 shall be used to project the FCCI Index for October l, 1985, with no

subsequent retroactive adjusfment. The total asset valuation shall be divided

into two components:

(1) 80 percent ofthe total asset valuation, which shall be amortized over 20

years at the interest rate specified in section 6 to determine an amount

which would pay principal and interest on an instalhnent mortgage for

that 80 percent ofthe asset valuation, and

Ø 20 percent ofthe asset valuation, which shall be used to calculat€ a

ROE for property-related equity per sections IILJ and K. The second

component, representing 20 petcent ofthe asset valuation and used as a

ROE, will be converted to a per diem by dividing by 90 percent ofthe

maximum annual bed days ofthe facility or by 75 percent ofthe

maximum annual bed days for providers with newly constructed

facilities.

Bol¡ components shall be used to calculate per cliems which shall be included in

the FRVS rate. When calculating the first component, ìfthe provider begins

FRVS with a total initial princìpal balance of all current Ìnortgages less than 60

percent ofthe ìndexed asset value, only the interest portion ofthe calculated

installment moÍgage on the 80 percent ofthe asset vaÌuation is used in

calculating the provider's FRVS rate. The calculated first component, based on
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either interest plus principal or interest-only expense, $'ill be convefied to a per

diem by dividing by 90 percent ofthe maximum annual bed days ofthe facilily.

However, for providers witì newly constructed facilities, the provider's per

diem calculated for that facility's fust year of operation shall be the resulf ofthe

principal and interest or interest-only expense divided by 75 percent ofthe

maximum possible annual bed days. For those providers with facilities that

have put into service new beds for the fìrst 12 months, the provider's per diem

shall be the result ofthe principal and interest or interest-only expense divided

by a weighted average occupancy percentage greater than 75 percent but less

than 90 p€rcent ofthe maximum armual bed days if the addition ofbeds was 50

percent or more ofthe existing bed capacity, or thc addition of 60 beds or more.

A weighted average occupancy rate shall be computed, equal to the sum of:

Existing Beds prior to the
New Beds Addition

x90%X75o/o I

Total Faciliry Beds Total Facility Beds

For those providers with facilities that have put into seruice new beds for the

first 12 months, and the addition ofbeds was 50 percent or more of the existing

bed capacity, or the addition of60 beds or more, the 20 percent will be

converted to a per diem by dividing by a \ryeighted average occupancy

percentage greater than 75 percent but less than 90 percent ofthe maximum

amual bed days as outlined in the formulas above

Propefy taxes excluding sales tax on lease payments, insurance, and home

office costs shall have a per diem calculated based upon actual historic cost and

patient days as shown in the ìatest applicable cost repofi

Mofigages and lnterest Rates:
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The interest rate used to amoftize the 80 percent component ofthe asset

valuation shall be the lower of:

(u) The owner's actual mortgage rate;

(b) The Chase Manlattan Bank's prime rate, hereinafter

referenced as Chase prime, as ofthe date ofthe ptovider's loan

comnitment plus two percent for a variable rate mortgage or

plus three percent for a fixed rate mortgage; or

(c) 15 percent.

Ifan owner has more than one outstanding debt inshïment, the owner's

actual rate used for this section shall be an average ofthe rates for all of

the outstanding debt, weighted by the amount of the original principal

of each dgbt instrument.

No changes subsequent to establishment ofthe initial FRVS rate shall

be made to the interest rate used to calculate the FRVS rate for

providers with fixed rate mortgages except as allowed per (5). For

variable rate mortgages, no changes shall be made unless the owner's

interest rate changes according to (3).

For the initial FRVS rates at October l, 1985 the July 1, 1984 Chase

prime shall be used for the lesser ofeomparison with the provider's

actual rate. For those providers that received the July l, 1984 Chase

prime (13 percent) at June 30, l996 beginning with the July 1, 1996

rate poriod, shall have 12.5 percent used for the lesser ofcomParison on

and after July l, 1996. For rate periods prior to July 1,1996,13

percent shall be used. Providers shall be required to notif, AHCA of

their mortgage rate and any changes in their moltgage rate. For rate

periods prior to S€ptember 1,2015 providers with variable moftgage

rates shall submit curent changes in their mofigage rates by October l5
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and April l5 of each year to qualifli for an adjustment to their FRVS

rate on the following January I orJuly l, respectively. For rate perjods

beginning on or after September l, 2015, providers with variable

mortgage rates shall submit current changes in their mortgage rates by

April l5 ofeach year to qualif, for an adjusûnent to their FRVS rate on

the following September t. At that time, the FRVS rate to b€ used for

the next rate pedod shall be determined using the most current

mortgage mte, but not to exceed the rate at October 15 or April 15,

respectively, Chase prime plus t\ro percent, or 15 percent.

For facilities beginning the FRVS with a total initial principal balance

ofthe mortgages less than 60 percent of their indexed asset value, the

interest rate used to amortize the 80 percent component shall be the

applicable Chase prirne per section (3), but not to exceed l5 percent.

The amortization of prime over 20 years shall be used to determine an

amoì.trrt which would pay interest on an installment mortgage for that

80 percent valuation. The prime rate used to initiate FRVS for

providers with an initial plincipal balance ofthe mortgage less than 60

percent oftheir indexed asset value shall remain fixed lor that provider

in calculating future FRVS payments. However, if at some point in the

future a provider ltnances caPital assets such that the total original

principal of debt instruments equals or exceeds 60 percent ofthe FRVS

asset valuation, tlìen the FRVS rate at the next rate period shall be

calculated using the interest rate per secfion (l).

An increase in the interest rate shall be allowed only ifrefinancirg was

necessary in order to finance the addition ofnew beds, to meet the final

payments ofthe former debt instrument, or to consolidate existing debt

excluding debt to owners; for example, in cases where balloon
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payments are due. Ifa new moftgage is secuÌed at the addition ofnew

beds and a prior moftgage is still in effect for the original faciliry, a

weighted average mortgage rate shall be used in section (l) based upon

moltgage amounts and interest rates ofthe various moftgages.

The standard, or ceiling, per bed cost shall be established at $28,500 at October

l, 1985. Each existing facility at October l, 1985 shall have its total capital

assets valuation limjted to the lesser ofthat standard or the facility's computed

asset valuation, \rhichever is less. The standard of $28,500 shall be indexed

forward every rate period based upon the most recently published increase in the

FCCI lndex and shall be used to limit new construction costs in the future. New

facilities shall be limited to the standard in effect the rate period prior to the date

the facility was first put into se¡vice as a nursing facility. A facility shall not

receive an adjustment to account for increases in the standard at later dates,

A hold hannless provision shall be implemented to ensure that facilities existing

and enrolled in the Florida Medicaid program at October 1, 1985 do not receive

reimbursement for property and ROE or use allowance under the FRVS method

less than the propeÍy cost reimbursement plus ROE or use allo\Ìance given at

September 30, 1985. If the FRVS rate would be lower than depreciation plus

interest costs under sections Ill.G.3 through 5, a prov;der in the facility shall

continue to be reimbursed depreciation plus interest according to sections lII.G.3

through 5 until such time as the net difference in total payments between

sections llLG.3 through 5 and FRVS is zero. Providers who wish to beg¡n

FRVS reimbursement that would result in payments less than the depreciation

plus interest payments must notiÔ/ AHCA in writing by December 2, 1985.

Providers in faciliti€s with existing leases at October l, 1985 shall be paid at the

September 30, 1985 rate subject to section lILG.2 until the curent lease expires,

at which time reimbursement shall begin under FRVS based on the owner's
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acquisition costs. Providers shall supply AHCA with the appropriate lessor's

ownership costs to receive propeÍy reimbursement after the cuIaent leas€

expires. No reimbursement for prope y-related costs shall be given to a

provider in a leased facility subsequent to the expiration ofthe lease existing at

October 1, 1985 ifthe lessor's ownership costs are not adequat€ly documented

per section III.G.4.

No adjustments to asset valuation shall be made for replacement ofexisting

equipment. Adjustments at cost shall be allowed for capital improvements and

additions. Capital additions ofbeds shall be subject to the per bed standard as

computed in section g that is in effect the rate period prio¡ to the date the facility

addifion was first put in service as a nursing facility, An adjustment to the

FRVS rate may be requested if expenditures for capital additions and

improvements totaling $0.40 per available bed day accrue in the cost reporting

period utilized in establishing the per diem rate for the upcoming rate period.

Costs ircurred du ng a cost rcporting period that do not total S0.40 per available

bed day shall not be included in the next cost repofiing total. Thus, a provider in

a 120 bed facility purchasing new equipment which does not replace any old

equipment, and making capital improvements at a total unamoñized purchase

cost less than S17,520 during a twelve-month cost reporting period shall not

receive an adjustment to the FRVS rate in the coming rate period or in any rate

period for those improvements or equipment. The cost of capital âdditions or

improvements shall be established on the date new beds are put into service, the

date ofcomplefion for capital jmprovements, and date ofacquisition for

equipment or other purchased assets and recognized for FRVS purposes so long

as the total indexed asset valuation does not exceçd the curent per bed standard

except as provided below:
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(l) In no circunstances, other than (2) and (3) below, shall a provider's

total asset value under FRVS exceed the current per bed strÌndard.

(2) Effective July 1, 1996 providers whose indexed asset valuation exceeds

the per bed standard at June 30, 1996 shall be limited to their June 30,

1996 indexed value until the rate period in which their total asset value

is less than the cunent per bed standard.

(3) Providers that entered into a legally enforceable arm's length

agreement prior to July l, 1996 for the construction or purchase loans

ofadditions (excluding bed additions) or improvements which were not

previously reported in a cost report shall have those additions or

improvements included in their indexed asset value when the cost

report that includes fhose additions or improvements is usecl to

establish the reimbursement rate. When the above mentioned additions

or improvements cause the providers indexed asset value to exceed the

curIent per bed standard, the provider shall be limited to that indexed

asset value until the rate period in which that indexed asset value is less

than the current per bed standard. Documentation ofthe legally

enforceable, alm's length agreement must be submitted with the cost

report in which the additions or imorovements are reported.

(4) Any cost associated \.vith capital additions or improvements, which are

not recognized in the FRVS rate due to the per bed standard limitation,

shall not be allowed in any future FRVS rate. 
^djustments 

made to

FRVS rates due to capital additions or improvements shall be subject to

retroactive adjustment based on audit f,rndings made by AIICA.

FRVS for providers in facilities entering the Fìorida Medicaid program subsequent to

October l. 1985:
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a. The FRVS râte for providers in facilities constructed subsequent to October l,

1985 or existing facilities which enter the Florida Medicaid program subsequent

to October I , 198 5 shall be calculated as in sections V.D. I .a though g. These

facilities shall not be subject to any phase-in to the FRVS rate, and shall not

have the option to elect reimbursement under sections III.G.2 through 5.

b. The ceiling that shall apply to facilities entering the program subsequent to

October 1, 1985 shall be the ceiling in effect the rate period prior to the date the

facility was first put into seruice as a nursing facility. For facilities built prior to

October 1, 1985 which enter the program subsequent to October t, 1985, the

ceiling at October 1, 1985 shall be deflated, using the FCCI Ind€x, back to the

rate period prior to the date the facility was first put irìto sewice as a nursing

facility brìt not Frjor 1o lannry l, 1972.

Facilities that are cunently participating in the Florida Medicaid program but

subsequently withdraw:

a. Facilities that pafiicipate in the Florida Medicaid program on or after October l,

1985, but subsequently withdmw shall be subject to the same cost per bed

ceiling that they were previously subject to should they decide to re-enter the

pfogram.

b. At re-entry into the program, the indexing ofasset valuation shall resume at the

point where the facility was fu the 40 year ìndexing curve per section D.1.c

when it withdrew from the progranl.

lropcrty rcimbursement for facilities upon change olownership:

a. Facilities that undergo a change ofownership on or aller October 1, 1985 shall

be reirnbursed for property based upon the provisìons contained in this section.

It js AHCA's intent that, to the extent possible, the new provider shall receive

essentially the same rejmbursement for property costs as the previous provider.
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Therefore, unless stated othenvise in b through f, the new provider's

reilnbursement slìall be based on sections D.1,a through c.

Ifthe previous owner of a facility was being paid depreciation plus interest

under the hold hannless provision ofsection D.1.h, the new owner shall also

receìve depreciation plus interest per section III.G unless the new owner

requests AHCA, in writing, to begin FRVS payments instead. The FRVS

depreciable basis shall remain the same as that ofthe previous owner; interest

expense allowed, subject to the limitations in section D.1.f.

Ifthe previous owner was being reimbursed under FRVS, the new owner shall

also receive FRVS payment, entering at the point ofphase-in and asset value

indexing that the previous owner had reached. Ifthe new owner's principal

balance of all cunent mortgages is less than 60 percent of the indexed asset

value, only the interest poftion, at a rate determined in section D.l.! will be

used in calculating the new owner's F-RVS rate. Ifthe new owner's principal

balance ofall current mortgages is equal to or greater than 60 percent of the

indexed asset value, then t}re new owner shall be paid principal and interest on

80 percent ofthe total asset valuation amofiized over 20 years at the interest rate

specified in section D.1 .f. In addition, the ner owner's interest rate shall be

used in lieu ofdre original ownefs interest mte in accordance with the

limifations described at section D.l.f. Any credits accrued by the previous

owner for indexing as described in section D.1.b shall be applied to the new

owner.

The ROE or use allowance shall be calculated as per section D.l.e. A per diem

shall be calculated for propelty taxes, insurance, and home office costs based

upon actual historic cost and patient days shown in the latest applicable cost

repofi, as per section D.l.e.

d.
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e. The new provider shall be subject to the recapture provisions in section IILH.

The new provìdefs cost basis shaÌl be computed per section III.G.3.

f. Reimburselnent to a new provider for costs ofreplacement equipment shall be

govemed by the same provisions affecting the previous provider.

Capital costs which require Certificate ofNeed (CON) approval shall be allowed for

reimbursement purposes only ifthe capital expenditure receives approval from the CON

offìce. All cost ovemrns which require CON approval must also be approved in order to

qualif, for reimbursement. This section wil.l apply to all providers with Florida Medicaid

certifìcation effective on or after July 1, 1991.

Example I Exâmple 2

New FaciÌity Cost

CON Approval

Medicaid Allowable Cost

$10.0 Million

$7.0 Million

$6.5 Million

$9.0 Million

$6.0 Million

$7.5 Million

Reimbursable Cost $6.5 Million lió.0 Million

Total capital expenditures which are greater than the total amount approved by CON

shall not be recognized for reilnbursement purposes. In the example above, the

reimbursable cost, which is considered in rate calculations, is the lower ofthe nelv

facilrty cost, CON approval, or the Florida Medicaid allowable cost.

Medicaid Adjustment Rate (MAR)

The MAR for direct care and indirect care shall be calculated as follows:

I . Facilities with 90 percent or greater Florida Medicaid utilization shall have their MAR

equal their WBR as determined in section E.3.

2. Facilities with 50 percent or less Medicaid utilization shall receive no MAR.

3. Facjlities between 50 percent and 90 percent Medicaid utilization shalÌ have their MAR

as determined by the following formula:
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MAR Vr'BR X MA

(Superior + Standard)
WBR (BRxMAW) X

All

MA : (Medicaid Utilization % - MIN) (MAX_MIN)

Definitions:

MAR - Medicâid Adjustment Rate

WBR - Weighted Base Rate

MA - Medicaid Adjustment

BR - Base Rate, which is set as the result ofsections V.B.15.b and c.

MAW - Medicaid Adjustment Weight, which is set at .045

Superior - Number of Superior Days as described in 4.

Standard - Number ofStandard Days as described in 4,

All - All superior, stardard, and conditional days

MIN - Minimum Medicaid utilization amount which is set at 50 percent

MAX - Maximum Florida Medicaid utilization amount whiçh is set at 90 percent

Detemine the number of days one year prior to the rate period for which the facility held

each ofthe three possible licensure ratings: superior, standard, and conditional.

Example - For the rate period January l, 2014 through June 30, 2014, the period one year

prior is January l, 2013 to June 30, 2013. Duriug that priol per iod, the provider's

licensure ratings were:
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RATING PERIOT) DAYS

Superior 11U2013 - t/31/2013 3t

Conditional 2^/2013 - 3/31t20t3 59

Standard 411/2013 - 6/30/2011 91

TOTAL 181

The result ofthese calculations will represent the MAR to which the provider is entitled.

This rate is to be included in the direct care and indirect care component of the provider's

total reimbursement rate.

5. Only providers being paid a prospective rate under section V.8.6 shall be eligible for the

MAR.

Nursing Facility Quality Assessment (NFQA)

Effective April 1,2009, AHCA, in accordance with section 409.9082. F.S., shall implement

methodologies revising reimbursement to nursing facilities that will create a pass-through ofthe

Florida Medicaid share ofthe assessment, restore prior reductions as allowed, and provide for an

operating add-on as a phase-in to a pricing model. The flmding for reimbursement improvements

is provided through the NFQA fee. The funds shall exclusively be for the following purposes and

iD fhe following order ofpriority:

1. To reimburse the Florida Medicaid share of the NFQA fee as a pass through. The per

diem Florida Medicaid share ofthe NFQA is calcuJated as follows:

a. Total patient days minus Medicare days is equal to total non-Medicare days.

b, The product oftotal non-Medicare days, NFQA rate and Florida Medicaid

utilization to is equal to the total NFQA Florida Medicaid share.

c. Total NFQA Florida Medicaid share divided by Florida Medicaid days is equal

to the per diem Florida Medicaid Share of the NF'QA.
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2. To increase each nursing facility's Florida Medicaid rate, an amount that restores the rate

reductions effective on or after January l, 2008. These reductions are listed in sections

V.C.2 though 10.

3. To increase each nursing facility's Florida Medicaid rate that accounts for the remainder

ofthe total assessment not included in sections V.F.l though 2. The rate increase is a

pass though which is calculated by taking total funds remaining after sections V.F.l

through 2. Then, subtract budgeted administrative cost and funds required for Hospice

rate cut restoration to equal total quality assessment funds rernaining. Nexf, divide fotal

quality assessment funds remaining by annualized Florida Medicaid days to detemine

the increase available for nursing facilities' Florida Medicaid rates.

Each facility shall repof monthly to AHCA its total number ofresident days, exclusive of

Meriicare resident days, and remit an amount equal to the assessment rate times the reported

number of days. Facilities are required to submit theír assessment by the 20'h day of the next

succeeding calendar month.

Effective October 1, 2018 a prospective payment methodology shall be implemented for rate setting

purposes. The following outlines the requirements to transition to a prospective payment system.

A. Exempt Facilities

i. Pediatric, Florida Deparlment ofVeterans Affairs, and govemment-operated facilities are

exempt from reimbursement undet the prospective payment methodology. These

providers shall be reimbursed on a cost-based prospective payment system.

a. Facilities that have both licensed pediatric beds and community or sheltered

beds must file two separate cost repolts in accordance with Sections I and III in

order to separate the cost ofcare associated with the Pedìatric population. The

cost repoÍs must use cost allocation metbodologies irì acco¡dance with CMS-

PUB,l5-l.

B. Quality lncentive Component
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The prosp€ctive payment system will include a quality incentive add-on component consisting of

process, orìtcome, structural, and credentialing measures.

l. Ptocess Measures

For each process measure, each provider will be ranked and points will be awarded based

on the percentile in which the provider scores in relation to other Florida Medicaid

providers included in the prospective payment methodology. For each rate period, the

process measures will be calculated using the most recent one-year average ftom the

Minimum Data Set (MDS) Quality Measures f¡om the Nursins Home CompêIç datasets

provided by the Centers for Medicarc and Medicaid Services as of May 3l of the year in

which the rate period begins.

a. Percentage oflong-stay residents assessed and appropriately given the seasonal

influenza vaccine

b. Percentage of long-stay residents who received an antipsychotic medication

c. Percentage of long-stay residents who were physically restrained

2, Outcome Measures

For each outcome measure, each provide¡ will be ranked and points will be awarded

based on the percentile in which the provider scores in relation to other Florida Medícaid

providers included in the prospective payment methodology. For each rate period, the

oùtcome measures will be calculated using the most recent one-year average ÍÌom the

MDS Quality Measures from the Nursing Hoine CompêIg datasets provided by the

Centers for Medicare and Medicaid Services as of May 31 ofthe year in which the rate

period begins.

a. Percentage oflong-stay residents with a urinary tract infection

b. Percentage ofhigh-risk long-stay residents with pressure ulcers

c. Percentage oflong-stay residents experiencing one or more falls with major

injury

5',7
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Part I

d. Percen tage of low-r'isk long-stay residents who lose control of their bowels or

bladder

e. Percentage of long-stay residents whose need for help with daily activities has

inc¡eased

Structural Meâsures

For each shr,:ctural measure, each provider will be ranked and points will be awarded

based on the percentile in which the provider scores in relation to other Florida Medicaid

providers included in the prospective payment methodology.

a. Hou¡s of licensed nursing (RN, LPN) and CNA stafhng

The licensed nursing and CNA staffng measure wiÌl be calculated using the

total combined RN, LPN, and CNA productive hours per patient day as reported

in the MGdicaid cost reFoÍ sùhmitted p¡ior 1(l the cost re.poÍ cutoffclate, Fora

neìv provider with no cost history resulting ûom a change ofownership or

operator, tlìe measure will be calculated using the prior provider's cost repofi

submitted prior to the cost repofi cutoffdate.

b. Social work and activities staffing

The social work and activities stafiìng measurc will be calculated using the total

number ofqualified activities professionals and qualifìed social worken

employed by the facility on a full-tirne basis, part-time basis, or under contract

to a facility per resident day. For each rate period, the data will be collected

frorn the CMS-671 and CMS-672 reports as of May 3l of the year in which the

rate pcriod bcgins.

Credential Measures

a. CMS 5 Star Rating

For each rate period, th€ CMS 5 Star Rating Measurc will be calcuÌated using

the rnost recent overall rating from the Star Ratings dataset f¡om the Nursing
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Parl I

Home Cornpa¡ e datasets provided by the Centers for Medicare and Medicaid

Services as of May 31 ofthe y€ar in which the mte period begins.

b. Nursing Home Gold Seal Award

For each rate period, the Nursing Home Gold Seal Award measure will be

calculated using the licensees with the Gold Seal designation as of May 3l of

the year in which the rate period begins.

c. JointCornmissionAccreditation

For each rate period, the Joint Commission Accreditation measure will be

calculated using the providers with accreditation as of May 31 ofthe year in

which the rate period begins.

d, AHCA National Quality Award

For each rate period, the AHCA National Qùality Award meastue will be

calculated using the gold or silver level award recipients as of May 31 ofthe

year in which the rate period begins.

Fair Rental Value System (FRVS)

A FRVS will be implemented to reimburse providers for theh facility-related propeúy

and capital costs. Each provider paficipating in the F'lorida Medicaid program shall

subrnil a fair r€ntal value survey using the electronic form and inst¡uctions on the Florida

Nursins Home: Fair Rental VaÌue Survey web page. The most recent FRVS survey

received by April 30 ofthe year in which the rate period begins will be used to calculate

the FRVS rate. Extensions will not be granted.

lfa facility fails to submit an FRVS survey by Âpril 30,2018, no building additions,

replacements, rpnovation, or major improvement data will be used in the FRVS

calculation for the October l, 2018 rate semester. In addition, for a provider who has

never submitt€d an FRVS survey to tÌìe Agency, the FRVS calculation \ryill use the

minimum square footage as the facility square footage.
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Part I

D.

3. The Agerrcy may perfonn desk reviews on the provider-submitted survey data and amend

tlìe survey data based on the desk revietv results.

Transition

Beginning October 1, 2018, the Agency shall reimburse providers the greate¡ oftheir cost-based

rate effective September 1, 2016, hereinafter refened to as "hold harmless rate", or their

prospective paymert rate,

1. The hold harmless rate will be the most current rate published to the Agency's web page

with a September 1,2016 effective date on May 31,2018.

2. For providers with no published rate effective September l, 2016, the hold harmless rate

will be the prior provider's most current rate published to the Agency's web page with a

September 1, 2016 effective date on May 31,2018.

3. New facilities that began operation after September 1. 2016 will not qualifli for the

transition payment and will receive their prospective payment rate.

The State shall pay each nursing facility for services provided in accordance with the requirements ofthe

Florida Title XIX State Plan, Rule 59G-6.010. F.A.C.,42CFR, and section 1902 oftbe SSA. The payment

amount shall be determined for each nursing facility according to the stândards and methods set forth in the

Florida Title XIX Long-Term Care Reimbursement Plan.

This Plan is designed to assure adequate pafiicipation ofnursing facilities in the Florida Medicaid program

and the availability ofhigh quality nursing facility services for recipients which are comparable to those

available to the general public.

Any provider particìpating in the Florida Medicaid program who knowingly and willfuìly charges money

or other consideration, for any service provided to the patient under the state plan in excess ofthe rates

established by the State Plan, or charges, solicits, accepts, or receives, in additjon to any amount otherwise
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Iequired to be paid under the State Plan apploved under this title, any gift, money, donation or oth€r

consideration other than a charitable, religious or philanthropic contribution from an organization or from a

pel.Son unrelated to the patient as a condition of admitting a patient to a nursing facility, or as a requüement

for the patient,s continued stay in such a facility, when the cost ofthe services provided therein is paid for

in whole or in part under the State Plan, shall be construed to be soliciting supplemeDtation of the State's

payrnent for services. Payments made as a condition of admitting a patient or as a requirement for

continued stay in a facility shall be deemed to be payments to meet the cost of care ofthe Florida Medicaid

patient and shall be deemed to be out of compliance with 42 CFR 447.15.

Acceptable cost report - A completed, legible cost report that contains all relevant schedules,

worksheets and supporting documents in accordance with cost reporting instructíons.

AHCA - Ageiìcy for Healft Care Administration,

Audit - A direct examination ofthe books, records, and accoults supporting amounts reported in

the cost report to deteÍmine correctness and propriety

Audit adjustment - 
^ny 

adjustment within the F'lorida Medicaid audit report or Florida Medicaid

desk review report on Attachment A.

Audit finding - Any adjusÍnent within the Florida Medicaid audit report or Florida Medicaid desk

review repofi not listed on Attachment A.

Bed - A licensed Skilled Nursing Facility (SNF) bed.

CMS-PUB.15-1 - Health Insurance Manual No 15, also k¡own as the Provider Reimbursement

Manual, published by the DepaÍrnent of Health and Human services, centers for Medicare and

Medicaid Services.

Rate setting acceptance cut-offdate - The late setting acceptance cut-offdate is April 30 or the

next business day if April 30 falls on a weekend.

cost repolt due date - A provider's cost repol1 is due fìve calendal months after the close ofthe

pfovider,s cost repofting year. Initial cost repofis are due 23 months after the Florida Medicaid

provider's effective date
6l
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Desk review - An examination of t¡e amounts repoted in the cost repoÍ to determiÌìe coffectness

and propriety. This examination is conducted from AHCA reviewer's office and is focused on

documentation solicited from the provider or documents otherwise available to the reviewer.

Faciliry - The physical grounds and buildings where a provider operates a licensed nursing facility

Goverffnent-operated facility - A nursing facility operated by a city, county, state, or federal

govenrment entify, including hospital districts owned by city or county govenment entities.

Late cost report - A cost report that is not received by AHCA on the cost report due date.

Legislative unit cost - The weighted average per diem of the state anticipated expenditure after all

rate reductions.

Medicaid Adjustment Rate (MAR) - An add-on to the direct ca¡e and indirect care cost

components ofproviders with greater than 50 percent Florida Medicaid utilization to encourage

higb quality care while containing costs. The MAR per diem calculation is detailed in section V.E

ofthis Plan.

Medicaid jnterim reimbursement rate - A component ofan overall reimbursement rate that is

calculated from budgeted cost data. Any overpayments or under payments resulting flom the

difference between budgeted cost rates and actual cost rates (limited by provider specific talgets

and class or state\¡,'ide ceilings), as detetmined through an audit ofthe same reporting peliod, will

be either refunded to AHCA or paid to the provider as appropriate.

Medicaid nursing facility djrect and indirect patient care costs - Those costs directly athibuted to

nursing services, dietary costs, and other costs directly related to pâtient care, such as activity

costs, social services, and all medically-ordered therapies.

Medicaid nursing facility operating costs - Those costs not directly related to patient care or

property costs, such as administuative, plant operation, laundry and housekeeping costs ROE or

use allowance costs are not included in operating costs.

Medicaid nursing facility propefy costs - Those costs related to the ov"neßhip or leasing ofa

nursing facility. Such costs may includ€ propelty taxes, insurance, jnterest and depreciation, or

rent.
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Provider - A person or €ntity licensed and/or certifìed under state la.¡,' to deliver health care or

related seryices, which services are reimbursable under the Florida Medicaid program.

Rate period - September 1 - August 31 between September 1,2015 and August 31,2017.

September 1,2017 - September 30,2018 beginning September 1,2017.

Rate setting unit cost - The weighted average per diem after all rate reductions based on submitted

cost fepoÍs.

Region - AtlCA shall plan and administer its programs ofhealth, social, and rehabilitative

services through 1l service areas composed ofthe following counties:

l. Region 1 - Escambia, Okaloosa, Santa Rosa, and Walton counties

2. Region 2 - Bay, Calhoun, Franklin, Gadsden, Gulf, Holmes, Jackson, Jefferson, Leon,

Liberty, Madison, Taylor, Wakulla, and Washington counties

3. Region 3 - Alachua, Bradford, Citrus, Columbia, Dixie, Gilchrist, Hamilton, Hemando,

Lafayette, Lake, Le\T, Marion, Putnam, Sumter, Suwanee, and Union counties

4. Region 4 - Baker, Clay, Duval, Flagler, Nassau, St. Johns, and Volusia counties

5. Region 5 - Pasco and Pinellas counties

6. Region 6 - Hardee, Highlands, Hillsborough, Manatee, and Polk counties

7. Region 7 - Brevard, Orange, Osceola, and Seminole counties

8. Region 8 - Charlotte, Collier, Desoto, Glades, Hendry, Lee, ând Sarasota counties

9. Region 9 - Indian River, MaÍin, Okeechobee, Palm Beach, and St, Lucie counties

10. Region l0 - Broward county

I 1. Region 1 1 - Dade and Monroe counties

Reimbursement ceilings - The upper rate limits for a Florida Medicaid ntrrsing fac¡lity's operating

and patient care reimbursement for nursing facilities in a specified reimbursement class or the

upper linit for a nursing facility's property cost reimbursement for all nursing facilities statelvide,

Reimbursernent ceiling period - Seprember I -August 3l between September l, 2015 and August

31, 2017. Scptember l, 2017 - September 30, 2018 beginning September l, 2017.

X.

Y
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Title XVIII - Flealth Insu¡ance for the Aged, Blind or Disabled (Medicare, as provided for in the

SSA, as certified by 42. United States Code (U.S.C.)(1395- l395pol.

Title XIX - Gmnts to States for Medical Assistance Programs (Medicaid, as provided for in the

SSA, as ceftified by 42. U.S.C. 1396-1396i).
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Part I

The following example uses data fiom the September t, 2015 rate period. For this rate per.iod tbe

percentage \¡,,eiglrts for the cost components are:

Component Direct Pâtient Cåre

j

l

I

I

Indirect Patient

Care
Operating

I

lSalaries
¡

and Benefits 100.0% ss.75% 55.7 5V.

Dietary 0.0% 6.23% 6.23%

Others 0.0% 38.02o/o 38.02%

An inflation index for each ofthese components is developed ÍÌom IHS Healthcare Cost Review quarterly

index, Skilled Nursing Facility without Capital Market Basket table, using the following routine services

costs infiation indices:

Component IHS Index

Salarics ancl Bencfils Wage & Salary cornbined with Employee Benefits

Dietary Food

AII Others Utilities combined with AÌl Other Expenses

The IHS indices are combined by summing th€ products ofeach index times the ratio of the respective

Global Insight budget share to total budget share represented by the combined indices.

The following example uses data from the first quafter of20l5 Healthcare Cost Review publication to

calculate the first quarler of2014 Salaries and Benefits component. The All Others Index is calculated in

the same manner.
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Year: Quarter Index Na¡ne

ilili lnder Value i
i

2014:01 Wage and Salary Index 1.220

2014:01 Budget Share of Wage & Salary lndex 0.519

2014:01 Employee Benefits t.245

2014:01 Budget Share of Employee Benefits 0.118

The Weighted Salaries and Benefits index is calculated using the following formula:

(1.220 x 0.5 19 I (0.s1 9+.0. 1 1 8)) + (1.245 X 0. I 1 8(0.5 19+0.t 18)) : 1.22s

A Cornbined Quarterly Index is then constructed by summing the products ofthe weights and quaÍerly

component indices.

The Combined Quafierly Index is calculated using the following formula:

(weighted Salaries & Benefits Index X percentage weight) + (Dietary Index X percentage weight)

+ (Wcighted All Others Index X percentage weight)

(1.22s x 5s.7 s%) + (r.360 X 6.23%) + (1.483 x 38.02%) = 1.33149863

The Weighted Salaries and Benefits tndex and the Combined Quarterty lndex is utilized to obtain monthly

indices called the Florida Nursing Facilify Cost lnflation Index by averaging pairs of quarterly indices and

interyolating between these averages as follows:

The Average Weighted Salaries & Benefits lndex for months with en<i dates ihat correspond with

the end date ofa quarter is calculated using the following formula. The Avemge Combined

Quarterly Index is calculated in the same manner fol these months-

Average Weighted Salaries & Benefits lndex: [(Weighted Salary & Benefits lndex l'or cunent

quarter + Weighted SaÌary & Benefits index for following quarter) / 2l

2014:t = l(t.225+t.226)12l = 1.226
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i ;-"" i
Average Weighted

Salaries & Benefits Index

Average Combined

Quarterly lndex

1.334

1 .342

1.350

Corresponding

MoÌth

March 31

June 30

September 30

2O14:1

t'
! 2014:2

2014:3

1.226

1.229

1.23s

f ;;,;,^ 1.244 1.361 December 3l

The Average Vy'eighted Salaries & Benefits Index and Average Combined Quafterly Index for

months that do not end on the end date ofa quarter are calculated as follows:

April 2014 Average Weighted Salaries & Benefits Index

= (June 30 lndex/March 3l Index)l/3 X (March 31 Index)

= (l229/122q1/3 X 1226:1227

May 2014 Direct Care Inflation Index

: (June 30 Index/March 31 Index)2/3 X (March 3l Index)

: (1 34211 TÐ2/3 X 1 334 = 1 339

These indices will be updated prior to each rate s€tting.
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For Rates Effective o\ a\d after'l/ll199l

Tbe Florida Construction Cost Inflation Index is calculated flom IHS Healthcare Cost Review quarterly

forecast publicatìon, Regional Prices and Wages table, Consumer P¡ice Index All ltems section, South

Region subsection. The Flolida Index is calculated by the following steps:

1. Using the most recent publication, locate the tables containing the Consumer Price lndex All

Items.

2, Using the South Region, divide the index conesponding to the midpoint ofthe current rate period

by the iìdex of the midpoint of the previous rate period. The results shall be the inflation

multiplier for the rate period.

Example - Rate Period - July 2014

Publication - IHS Healthcare Cost Revieìv, First Quarter 2014, Table'l .

Corresponding Quårter Index Average Index Corresponding Month

2O14:4 233.6 233.000 September 30

2014:3 232.4

2014:2 230.8 230.150 March 3l

2014:l 229.5

The six rnonth inflation multiplier is calculated by:

233.000 230.150 1.0123 83 or 1.2383 percent increase over 6 months

These indices will be updated prior to each rate period using the cuffent data.
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The following are the uniforn percentage cuts for the effective rate period listed.

i úE I Ùniroi- ru"¿¡"a¡o

| "*". I 

rrend Adiustment

7105

UÌiform Medicâid
Trend Adjustment
\ryith NFQA effect

0.40%

1.48%

0.93%

0.91%

Annualized Reduction
Ämount with NFQA

effect

$2s.853.709

$25.853.709

s25.853.709

s25.8s3J89

$25.853.709

st t3 .042.321

s 153.025.001

$25,853,709

$25,853,709

o.96v.

0.93% 't $25,853,'109

0.9to/o s25,853,709

352%

,4 nnu alized
Reduction
Amou¡rt

f'-
I

I

t-*
l--

0.40%
-1-.[B:PÀ-*- -l-1706-- i----

I

7/06

1107

l'-i¡oi
[- t/o¡t---

I 
-ìl,t8*--

1/09

4/09

82s,ss3,7os i i o.e6%

3.52o/o

6.28%
] $ror,o:o,o:s 

I

| -$î84;ã8â;zaz-- [-

| $ror,o:o,o:s I I 3.s2% $ 101.036^035

$101.036.035

6.28% $184.883.287

14.13% i s4t6-24s.876

0.88i,0 s25.853.709

0.89% $25.853.709

0.89% $25.853.709

0.87% s25.853.709

I o.sty" j szs.ss:.zoq

;--_lto% ---i - srr@p4t--
7.?5% $219.612.898

5.19%

5.83% $ 180.41 1.212

4.34% i $13s.121.640

4.30% $13s,l2L6rlQ

1.78% $55^972.168

I t.szn

3t09 1 14.13% 1 8416,24s,876
--I I

l-
t*--

i

r-
I__

t--
l*-
t---
I

t--
I

I

f--'
I

i--

'7 /09

l/10 | zt.l6oto

s416,245,876

$621,282,257

i s621 ,282,2s7

$644,823,648

s644,823,648

[ 
"'$6d5,ãto;eõl -

Í- $68s;ãlo,eoi--

$'720,491,489

| $720,491,489

s866.210.819

14.13%

f-iír i
| lii)

22.75%

-- fi.øtfi"'--^-
23.58%

--tT.ts% "--
23.t8%

- -ll.sa;t" - -

7/10

t/tl
7 /11

1lt3

7113

23.52%

23.52%

25.01%

i îitn*'i
i- i114^^i --- iì.dsili-- -i viilj,+sT,lll*-
I îril i -ù:il"

s720,49t,489

$720,491,489

22.03% i- 
-'ilti,oyaii1--
s120.49t.489 I I t.740/o i s55.9?2.168

f- eltt -
i -e nø-
! t¡ti'

3.42o/o

23.30% i $785,809,41{J i I 4.s4o/.

i i s.ien ssq.szs.qzg

Note: Effective April 1,2009 the Nursing Facility Quality Assessment (NFQA) fee, as referenced in section V.Fof

this Plan, was ilnplemented for the purpose ofrestoring the amualized recurri¡rg reductions implemented on or after

January 1, 2008. Efrective September 1,2015 a cut to reduce the unit cost was required in accordance wjth section

V C.9.
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Part I

Pwsuantto 42 CFR 447 .2'72, AIICA shall use a cost-based demonstration to ensure Florida

Medicaid expenditures do rot exceed the Upper Payment Lirnit (UPL), a reasonable estìmate of

the amount that would be paid for the se¡vices furnished under Medicare payment p¡inciples. The

UPL shall be detennined separately for state govemment, non-state government, and privately

owned or operated nursing facilities. The UPL calculation requires the compilation ofMedicare

and Florida Medicaid data for all nursi¡g facilities that pafiicipate in the Florida Medicaid

program. Medicare.data shall be acquired from the most recently available, filed Medicare cost

report, Form #CMS 2540, from a reporting period no more than two years prior to the current rate

year. The following fìelds fiom the Medicare cost report are used in the UPL calculation:

1. Total Medicare Routine Cost found on Worksheet B or Worksheet D.

2. Ancillary Medicare Charges, Ancillary Medicare Cost, Drug Charges, and Drug Cost

found on Worksheet C.

3. Medicale Days found on Worksheet D or Worksheet S.

Florida Medicaid charges and days repofted in the Florida Medicaid cost repofts, which are used

for the Septenber l, 2017 rate setting, shall be used for the fiscal year 2017-201 8 UPL

calculation. The state shall only include Florida Medicaid charges from in-state Florida Medicaid

residents and shall exclude crossover claims, pþsician service charges, and other professional

service charges. Estimated Florida Medicaid expenditures for the appÌicable fisca1 year shalÌ be

calculated based on the nursing facility per diem rates effective Septemb l,201ó and September

1,201'ì. The aveftge of the rates will be multiplied by annualized Florida Medicaid days to

determine total estimated Florida Medicaid expenditures. The Florida Medicaid expenditures shall

be the net actual total expenditures excludi¡g patient responsibiliq/. The Florida Medicaid

expenditures include base payments through Florida Medicaid reimbursement to the provider.

Payments shall be identified separately as private, state government, and non-state govemment.

The dollar amount ofpayments for the UPL base perìod shall equal the claimed anìounts on tl'ìe

CM5-64, a quartedy expense reporl.
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The total UPL for each provider shall be trended from the midpoint of tlìe coffesponding Medicare

cost repofi to the midpoint ofthe state fiscal year. The data shall be trended to inflate historical

Medicare costs to reflect current period expenses. The trending factors shall come f?om the IHS

Healthcare Cost Review, the Skilled Nursing Facility Totaì Market Basket Index, and the

%MOVAVG line.

The Total Trended Upper Payment Limit shall be calculated for each facility as follows:

Total Trended Upper Pavment Limit Total Upper Payment Limit X Trend Factor

D.

+Limit UPL

Routine UPL Cost
Routine Cost X Annualized Florida Medicaid Days

Medicare

Ancillary UPL Cost

(Ançillary Medicare Cost -
_ Medicare Drug Cost) X

(Ancillary Medicare Charges -
Medicare Drug Charges)

Ancillary Florida Medicaid
Charges

Note: The Ancillary UPL Cost shall be calculated by removing costs and charges for drugs to

account for differences in Medicare and Florida Medicaid costs and charges.
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