Nursing Home Reimbursement – Targeted Financial Remediation Plan
Background
· “Rebasing”  legislation was enacted in 2006, which authorized an update of the Medicaid rates from a cost base year of 1983 to a 2002 cost base

· In the state fiscal year (SFY) 2007-08 state budget, the rebasing law was modified to eliminate the all-payor case-mix index (CMI) calculation, and replace it with CMI calculated only on the basis of Medicaid patients (the “Medicaid-only CMI” adjustment)

· In the SFY 2009-10 budget, a $210 million cap was placed on the statewide increase in Medicaid expenditures resulting from rebasing, net of the Medicaid-only CMI adjustment.  With the increase exceeding $210 million, the State undertook to make reductions in the individual facility rates of every nursing home in New York (the “scaleback adjustment”)
· Neither the rebasing of rates authorized in 2006 nor the subsequent modifications identified above have been implemented to date.

Impact
· The scaleback is being implemented in a way that reduces every facility’s rate.  This has the effect of significantly worsening the losses many facilities experience from the Medicaid-only CMI adjustment 

· When the scaleback, Medicaid-only and 2008-10 trend factor reductions are taken into account, despite the rebasing, there is a $45.7 million statewide reduction in overall funding for the two-year period ending 3/31/11, and nearly half of individual facilities would see their funding cut
· The uncertainty over if and when rebasing was to be implemented created an untenable operating environment for providers. It appeared equally as plausible that rebasing would be implemented with no protection for facilities that would be negatively impacted as it did that rebasing would not be implemented at all, which would have significant financial implications for those facilities that had been counting on additional funding as a result of rebasing. 

Overview of Plan to Remediate Negative Impacts
The plan to ameliorate the negative impacts created by the interaction of rebasing, Medicaid-only CMI and scaleback during the time period 4/1/09-12/31/11 incorporates the following elements:

1. Payout of positive impacts attributable to rebasing  and remediation adjustments for the period 4/1/09-3/31/11 by July 1, 2011; 
2. Address the negative impacts experienced by “financially vulnerable” facilities separately through reprogramming of financially disadvantaged (FD) facility funding and other sources;

3. Reduce each facility’s net negative impact by 50%; 
4. Further apply a stop-loss provision which would limit any remaining net loss to a set percentage of its baseline funding (i.e., 2009 Medicaid revenues); and
5. Negative impacts remaining after remediation will be recouped over extended time periods.
Importantly, the plan does not attempt to address the impacts associated with the elimination of trend factors and trend factor “banking” adjustments that occurred during the period at issue. These trend factor cuts were applied broadly across Medicaid providers and were not related to rebasing.
All facility counts and dollar estimates of the costs of the elements of this plan are based on average annual impacts of the time-series of rate changes provided by the Department of Health (DOH) for the 2-year period ended 3/31/11, and reflect case-mix adjustments made through January 2010.  The estimates herein also reflect a 33-month period (i.e., 4/1/09-12/31/11) of relief.  As explained later on, there is currently funding available under this proposal for mitigation relief through 9/30/11 (i.e., for 30 months). DOH expressed a willingness to work with the associations to identify the funding needed for mitigation for the remaining 3 months of 2011.  
Financially Vulnerable Facilities
DOH has designated 128 facilities as financially vulnerable on the basis that either they qualify for FD funding or incurred at least a 5% operating loss in the most recent cost reporting year.  Based on the combined impacts from rebasing/Medicaid-only CMI/scaleback, 42 of these facilities would see funding reductions totaling $87.2 million for the period 4/1/09-12/31/11. The remaining 86 facilities would realize net gains from the combination of these three measures.
Given the tenuous financial status of these facilities, the plan extracts them from the broader list of facilities that incur negative impacts from rebasing/Medicaid-only CMI/scaleback and utilizes FD and other funding to underwrite 100% of these negative impacts. The $87.2 million cost would be met by reprogramming the entire $30 million annual FD allocation for state fiscal years 2010-11 and 2011-12 to this purpose, and accessing the remaining amount of funding from the other sources discussed below. 

The plan also provides 100% relief from these negative impacts for pediatric facilities, which did not benefit from rebasing and do not receive case-mix adjustments.  The cost of this measure for the 4/1/09-12/31/11 period is $10.9 million.  In addition, there are a few facilities that experience a net loss from the combination of the three measures and have exceedingly high scaleback impacts (i.e., over $6 million per facility) for the two years ended 3/31/11; the estimated cost to provide 100% relief to them is an additional $6.4 million.

50% Impact Reduction
This element of the plan would provide 50% relief to all 161 facilities that are negatively impacted by the combination of rebasing/Medicaid-only CMI/scaleback, after removal of the financially vulnerable facilities as noted above.  

With a net negative impact for these facilities totaling $273.9 million for the period at issue, conferring relief at the 50% level for all of these facilities would cost $137.0 million.  

2% Stop-Loss

The final element of this plan would apply a 2% stop-loss provision to the facilities that are negatively impacted by the combination of rebasing/Medicaid-only CMI/scaleback, after the 50% impact reduction is applied. This would ensure that no facility would incur a net negative impact that exceeds 2% of its baseline (i.e., pre-rebasing) Medicaid operating revenue.   

The cost of applying the 2% stop loss after the 50% impact reduction for the period 4/1/09-12/31/11 would be $62.8 million. A total of 87 facilities would benefit from this element of the plan.
Total Cost
The total cost of the three elements of this plan in state fiscal year 2011-12 is as follows:

Element




(Gross, in $ millions)
Financially vulnerable facilities*


$   104.5
50% impact reduction



$   137.0
2% stop-loss




$     62.8 

SUBTOTAL





$   304.3 
* Includes cost of providing relief to pediatric facilities and facilities with scaleback adjustments exceeding $6 million.
As previously indicated, the financially vulnerable facilities component would be funded in large part by reprogramming two years of annual FD funding allocations, totaling $60 million.  

Primary Advantages of the Plan
This approach offers the following advantages:

1. It provides enhanced financial relief to the most vulnerable facilities. Those financially vulnerable facilities identified by DOH that would incur losses from the combination of rebasing, Medicaid-only CMI and scaleback would see 100 percent relief from the plan by reprogramming two years’ worth of  allocated FD funding.  
2. Every negatively impacted facility would see some relief. Each of the 161 facilities negatively impacted by rebasing/Medicaid-only CMI/scaleback would receive a 50% reduction in impact.
3. Facilities that have been under-funded under the previous system would see relief.  Those facilities that are positively impacted from the combination of rebasing/Medicaid-only CMI/scaleback would receive rate increases reflecting the methodology currently in law.       
4. It eliminates the largest percentage losses that could occur at the facility level.  Without a stop-loss in place, many facilities would still incur losses of 5 percent or more of their Medicaid operating revenues even before the trend factor reductions are considered.
5. It provides for further time to implement statewide pricing.  The negative impacts would be addressed through December 31, 2011, which would smooth the move to a new pricing system.  
Funding Plan and Contingency 
The remediation plan is fully funded through 9/30/2011 through a combination of: (1) reprogrammed FD funds; (2) enhanced FMAP funds from the federal government; (3) increased assessment collections; (4) credits from limits on appeals and reconciliations; (5) enhanced Veterans Administration funding; and (6) recapture of first quarter 2011 trend factor savings.  

DOH and the provider groups have agreed to work together to identify a funding source that would extend the relief provided through this plan for another 3 months (i.e., through 12/31/11). From a timing perspective, the goal is to ensure that the mitigation plan remains in place until the start of the new pricing system.  
Impact Listings

The associations are sharing facility-specific impact listings with their respective memberships reflecting the elements of this plan.  The estimates are based on the 30-month period (i.e., 4/1/09-9/30/11) for which remediation funding is currently available. Please contact your association if you have questions or seek further details.
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