DEPARTMENT OF HEALTH & HUMAN SERVICES C'M ."
Centers for Medicare & Medicaid Services
7500 Security Boulevard, Mail Stop 52-26-12

Baltimore, Maryland 21244-1850 CENTERS Tor MEDICARE & MEDICALD SERVICES

Center for Medicaid, CHIP, and Survey & Certification

Jason A. Helgerson SEP 1 3 201
State Medicaid Director

Deputy Commissioner

Office of Health Insurance Programs
NYS Department of Health

Empire State Plaza

Coming Tower, Room 1466
Albany, NY 12237

RE: TN 11-052
Dear Mr. Helgerson:

We have reviewed the proposed amendment to Attachment 4.19-D of your Medicaid
State plan submitted under transmittal number (TN) 11-052. Effective May 1, 2011, this
amendment proposes to implement a payment reduction equal to the 2010 Financially
Disadvantaged Payment and eliminate the 2011 Financially Disadvantaged Payment to
qualifying residential health care facilities.

We conducted our review of your submittal according to the statutory requirements at
sections 1902(a)(2) 1902(a)(13), 1902(a)(30), and 1903(a) of the Social Security Act and
the regulations at 42 CFR 447 Subpart C. This is to inform you that New York 11-052 is
approved effective May 1. 2011.The HCFA-179 and the approved plan pages are
enclosed.

If you have any questions, please contact Tom Brady at 518-396-3810 or Rob Weaver at
410-786-5914.

Director
Center for Medicaid, CHIP, and Survey & Certification

Enclosures



DEPARTMENT OF HEALTH AND HUMAN SERVICES FORM APPROVED
HEALTH CARE FINANCING ADMINISTRATION OMB NO. 0938-0193
TRANSMITTAL AND NOTICE OF APPROVAL OF 1. TRANSMITTAL NUMBER: 2. STATE
STATE PLAN MATERIAL 11-52
: New York

FOR: HEALTH CARE FINANCING ADMINISTRATION

3. PROGRAM IDENTIFICATION: TITLE XIX OF THE
SOCIAL SECURITY ACT (MEDICAID)

TO: REGIONAL ADMINISTRATOR
HEALTH CARE FINANCING ADMINISTRATION
DEPARTMENT OF HEALTH AND HUMAN SERVICES

4. PROPOSED EFFECTIVE DATE
May 1, 2011

5. TYPE OF PLAN MATERIAL (Check One):

[JNEW STATE PLAN

[J AMENDMENT TO BE CONSIDERED AS NEW PLAN

X AMENDMENT

COMPLETE BLOCKS 6 THRU 10 IF THIS IS AN AMENDMENT (Separate Transmittal for each amendment)

6. FEDERAL STATUTE/REGULATION CITATION:
Section 1902(a) of the Social Security Act, and 42 CFR 447

7. FEDERAL BUDGET IMPACT:
a. FFY S/1/11-9/30/11 $0
b. FEY 10/1/11 — 9/30/12 ($30,000,000)

8. PAGE NUMBER OF THE PLAN SECTION OR ATTACHMENT:

Attachment 4.18-D: Page 47(aa), 47(aa)(1)

9. PAGE NUMBER OF THE SUPERSEDED PLAN
SECTION OR ATTACHMENT (If Applicable):

Attachment 4.19-D: Page 47(aa), 47(aa)(1)

10. SUBJECT OF AMENDMENT:
Financially Distressed Nursing Homes
FMAP of 56.88% for 5/1/11-6/30/11 and 50% from 7/1/11 forward

11. GOVERNOR’S REVIEW (Check One):

14. TITLE: Medicaid Direclor & Deputy Commissioner
Department of Health
15. DATE SUBMITTED:
June 30,

2011

FORM HCFA-179 (07-92)

X GOVERNOR'’S OFFICE REPORTED NO COMMENT [] OTHER, AS SPECIFIED:
{T] COMMENTS OF GOVERNOR'’S OFFICE ENCLOSED
[JNO REPLY RECEIVED WITHIN 45 DAYS OF SUBMITTAL

Y OFFICIAL 16. RETURN TO:

New York State Department of Health
Corning Tower

Empire State Plaza

Albany, New York 12237




New York
47(aa)

Attachment 4.19-D
(06/11)

Rate Adjustment for Financially Disadvantaged RHCFs

(a) The Commissioner of Health shall adjust medical assistance rates of payment for services
provided on and after October 1, 2004 through December 31, 2004 and annually thereafter
for services provided on and after January 1, 2005 through April 30, 2011, and on and after
May 1, 2012 to include a rate adjustment to assist qualifying Residential Health Care Facilities
(RHCFs) pursuant to this section, provided that public RHCFs shall not be eligible for rate
adjustments pursuant to this subdivision for rate petiods on and after April 1, 2009.

Facilities that receive a rate adjustment for the period May 1, 2010 through April 30, 2011, will
have their rates reduced for the rate period December 1, 2011 through December 31, 2011,
by an amount equal to the payment generated by the May 1, 2010 through April 30, 2011,
rate adjustment.

(b) Eligibility for such rate adjustments shall be determined on the basis of each RHCF's operating
margin over the most recent three-year period for which financial data are available from the
RHCF-4 cost report or the institutional cost report. For purposes of the adjustments made for
the period October 1, 2004 through December 31, 2004, financial information for the calendar
years 2000 through 2002 shall be utilized. For each subsequent rate year, the financial data
for the three-year period ending two years prior to the applicable rate year shall be utilized for
this purpose.

(c) Each facility’s operating margin for the three-year period shall be calculated by subtracting
total operating expenses for the three-year period from total operating revenues for the three-
year period, and dividing the result by the total operating revenues for the three-year period,
with the result expressed as a percentage. For hospital-based RHCF's, for which an operating
margin cannot be calculated on the basis of the submitted cost reports, the sponsoring
hospital’s overall three-year operating margin, as reported in the institutional cost report, shall
be utilized for this purpose. All facilities with negative operating margins calculated in this
way over the three-year period shall be arrayed into quartiles based on the magnitude of the
operating margin. Any facility with a positive operating margin for the most recent three-year
period, a negative operating margin that places the facility in the quartile of facilities with the
smallest negative operating margins, a positive total margin in the most recent year of the
three-year period or an average Medicaid utilization percentage of 50% or less during the
most recent year of the three-year period shall be disqualified from receiving an adjustment
pursuant to this section, provided that for rate periods on and after April 1, 2009, such
disqualification:

. shall not be applied solely on the basis of a facility’s having a positive total margin
in the most recent year of such three-year period;
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(d)
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New York
47(aa)(1)

Attachment 4.19-D
(6/11)

ii. shall be extended to those facilities in the quartile of facilities with the second
smallest negative operating margins; and

iii. shall also be extended to those facilities with an average Medicaid utilization
percentage of less than 70% during the most recent year of the three-year
period.

For each facility remaining after the exclusions made pursuant to paragraph (c) of this
section, the Commissioner of Health shall calculate the average annual operating loss for
the three-year period by subtracting total operating expenses for the three-year period
from total operating revenues for the three-year period, and dividing the result by three
provided, that for periods on and after April 1, 2009, the amount of such average annual
operating loss shall be reduced by an amount equal to the amount received through per
diem add-on amounts received in the 2007 and 2008 rate periods. For this purpose, for
hospital-based RHCFs for which the average annual operating loss cannot be calculated
on the basis of submitted cost reports, the sponsoring hospital’s overall average annual
operating loss for the three-year period shall be apportioned to the RHCF based on the
proportion the RHCF's total revenues for the period bears to the total revenues reported
by the sponsoring hospital, and such apportioned average annual operating loss shall
then be reduced by an amount equal to the amount received through per diem add-on
amounts received in the 2007 and 2008 rate periods.

For periods prior to April 1, 2009, each such facility’s qualifying operating loss shall be
determined by multiplying the facility’s average annual operating loss for the three-year
period as calculated pursuant to paragraph (d) of this section by the applicable
percentage shown in the tables below for the quartile in which the facility’s negative
operating margin for the three-year period is assigned.

i For a facility located in a county with a total population of 200,000 or more as
determined by the 2000 U.S. Census:

First Quartile (lowest operating margins): 30 percent
Second Quartile 15 percent
Third Quartile 7.5 percent

ii. For a facility located in a county with a total population of fewer than 200,000 as
determined by the 2000 U.S. Census:

First Quartile (lowest operating margins): 35 percent

Second Quartile 20 percent

Third Quartile 12.5 percent
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