Medicaid Rates for New York
State Developmental Centers




What is This Audit About?




What is This Audit About?

The daily rate for a Medicaid beneficiary to
reside in a developmental center grew from
$195 in State fiscal year 1985 to S4,116 in
State fiscal year 2009—the equivalent of $1.5
million per year for one Medicaid beneficiary.

The rate rose to over $5,000/day in 2012.




What is This Audit About?

Developmental Center Daily Medicaid Rate (1985 to 2009)

$4,500

$4,000

$3,500

$3,000

$2,500

$2,000

$1,500

$1,000

$500

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009




What is This Audit About?

e For SFY 2009, NYS claimed Medicaid
reimbursement on behalf of 1,688
beneficiaries at its 13 developmental

centers totaling $2.3 Billion
(S1.2 Billion Federal share).




What is a Developmental Center?

* Atype of Intermediate Care Facility (ICF) for the

Developmentally Disabled operated by NYS with
at least 30 beds.

* |CFs are residential treatment options that
provide 24-hour on-site assistance and training,
intensive clinical and direct-care services,
supervised activities and a variety of therapies.

* In 2009 there were 13 of these type facilities
scattered across NYS.




Other ICFs in NYS

e State operated under 30 bed facilities — 37

facilities with rates between $S476 and $902
per day.

* Privately operated under 30 bed facilities —

519 facilities with rates between S$S257 and
S776 per day.




What Was This Audit About?

[Graph: Aledicaid Dailv Rate for Selected Intermediate Care Facilities
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How This Audit Started
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The Big Meeting

e Centers for Medicare & Medicaid Services
(CMS)

 HHS/OAS/OIG

* New York State
v'Department of Health (DOH)

v’ Office For People With Developmental Disabilities
(OPWDD)




New York’s Position

 “The State is confident that the payments to
developmental centers are in compliance with
its state plan and with CMS's regulations.”







Planning Phase

Significant Issues
e Criteria
*»*Hard to Prove

e Recommendations
*What Type
**To Whom




Agreement

Criteria

e Social Security Act § 1902(a)(30) - payments
for services must be consistent with economy
and efficiency.




Problems Faced

How do we determine economy and

efficiency and a reasonable cost
standard?




Comparisons

e Compare State Operated Developmental
Centers to Non-State Operated ICFs.

*»*Rates

*»*Services




Comparisons — Who & Why

State Operated

Brooklyn Developmental
Center (BDC)
Largest developmental

center as ranked by:
Medicaid reimbursement

Number of Billings

Number of Recipients

Non State Operated

Block Institute - Brooklyn
e Proximity — Within 10 miles
of BDC ($322 to $405)

The Center for Discovery -
Monticello

e Highest current Medicaid
reimbursement rate for a
Non-State Operated ICF

($776)




Site Visits

Unannounced Visits
Brooklyn DC
Block Institute
Announced Visit
Center for Discovery
Asked Questions and Gathered Information

Toured the campus and facilities




Brooklyn Developmental Center
888 Fountain Avenue




Block Institute — Bay 44t Street
Brooklyn
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The Center For Discovery — Monticello
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Survey Results

e Services

Type and Range of Services appeared comparable
at all locations.

e Rates

The Center for Discovery’s higher rate
determined to be an anomaly. Included years of
retroactive capital costs. Adjusted for this, the

rate was not significantly different than Block
Institute.




Narrow Our Focus

e Compare BDC to Block

**Rates — How calculated????

s*Services — Billing histories for 10 randomly
selected beneficiaries from each.




State-Operated
Developmental Center

Non-5State Operated
Intermediate Care Facility

Reimbursement Rate(s)

$4.116 per day

$322 to $405 per day

Therapies Included in
Residential Rate

Occupational therapy
Physical therapy
Psychologist services

Speech and language pathology

Social work
Dietetics and nutrition
Rehabilitation counseling
Nursing services

Occupational therapy
Physical therapy
Psychologist services
Speech and language pathology
Social work
Dietetics and nutrition
Rehabilitation counseling
Nursing services

Day Treatment Services

Included in rate

Billed separatelv

Annual Billings per
Resident’

Low - $1,489,623
High - $1,502,172

Low - $99,120
High - $149,670




Rate Calculation — Non-State Operated

The State’s rate-setting methodology for non-
State-operated ICFs ties reimbursement rates
to reported costs for a 12-month “base
period” and a 12-month “subsequent period”;
in other words a two year cycle with a
rebasing every third year.

In effect, rates are tied closer to actual costs.




Rate Calculation — Non-State Operated

Block Institute’s Rates

e Rate for SFY2009 ranges from $322 to S405
per day plus an additional S99 to $130 per
day for day treatment services.




Rate Calculation - State Operated
Developmental Centers

The reimbursement rate for developmental
centers is based on costs in the “base period”
trended forward—not on current cost reports.

In effect, the methodology separates
reimbursement rates from the development

centers’ actual reported costs.




Rate Calculation — State Operated
Developmental Centers

The starting point of the developmental centers’
reimbursement rate is the “total reimbursable
operating costs” contained in the payment
rate in effect for the preceding SFY.




Rate Calculation — SFY2009

DEVELOPMENTAL CENTER RATE April 1, 2008 - March 31, 2009

$1,905,498,278

(5,424,122)
1.900,074,156
66,882,610
4,092 608
(3704 481)
1.967.344 894
182,425 .990
2,149,770,884
30.173.772
2,179,944 656
119 896 956
2,299 841 612
4 753 084
2,304 595 596
259 974
$4,115.54

Total Reimburseable Operating Costs as of 3/31/08 Excluding any Education

adjustmeant for volume decrease per day {@ 36% of vanable costs removed
after adjustment

trend factor

NEWCIp

other adjustments/accruals

revised operating after rate period adjustments
health care enhancemeant

Total Reimburseable Operating

capital

Estimated gross receipts OMRDD cost

Tax Assessment at 5.5%

OMRDD reimburseable cost

education - SED

Total Reimburseable cost

Days

Rate




Rate Calculation — SFY2008

DEVELOPMENTAL CENTER RATE January 1, 2008 - March 31, 2008
51,848 248 987 Total Reimburseable Operating Costs as of 3/31/07 Excluding any Education

2,288 332 adjustment for volume increase / decrease per day @ 36% of variable costs removed
1,850,537.319 after adjustment
54,960,958 trend factor
0 (none) Newcip
(2,683, 793) other adjustments/accruals
1,902,814, 485 revised operating after rate period adjustments
115,881,402 health care enhancement
2,018,685,887 Tolal Reimburssable Cparaling
25,842 277 capital
2,044,538,163 Estimated gross receipts OMRDD cost
112,449 599 Tax Assessment at 5.5%
2,156,987,762 OMRDD reimburseable cost
4,753,984 education - SED
2,161,741,746 Total Reimburseable cost
578,554 Days
$3,736.46 Rate




Issues

* Major component of the rate calculation
(total reimbursable operating costs
contained in the payment rate for the
prior SFY) appears to be a purely
mathematical exercise.

e How does this relate to the actual
reported costs of operating these
centers?




New York’s Position

While the approved rate methodology does
result in institutional payments that exceed

the costs of operating the facilities, CMS has
never, through rule or regulation , interpreted
the “efficiency” and “economy” factors as
requiring states to conduct cost finding or to set

rates according to a provider’s costs.




Cost Comparison

Table 1: Starting Point of Anmual Rate-Setting Calculation

Reimbursable Prior Year
Operating Costs Reported
(Starting Point) | Operating Costs
51.797.537.055 | §  518.,641.250
5 1.848.248.987 | § 547242147
51905498278 | § 580,689,833

Percent
Difference




What Caused This

 SPA 84-10 provides for a “volume variance” of
64 percent fixed/36 percent variable costs in
calculating operating costs of State-operated

developmental centers (approved in 1986
retroactive to 1984).




What Caused This

e SPA 90-12 provided that reimbursable
operating costs included in the prospective
rate would be determined by trending
forward the costs contained in the payment
rate as of the end of the last SFY.




What Caused This

* SPA 06-14 provides for a health care
enhancement payment for providers that
meet certain benchmark requirements for

staff recruitment and retention ($182 million
in 2009).

* Applies to all OPWDD employees, not just
Developmental Center employees.




Recalculated Rate
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Result

We recalculated the SFY 2009 daily rate using
actual reported operating costs, resulting in a

daily rate of $1,532, a 63 percent decrease.




Finding

The Medicaid daily rate for New York’s
development centers may not be economical,

efficient, and reasonable.




Potential Cost Savings

In SFY 2009, the State claimed nearly $2.27 billion
(51.13 billion Federal share) in Medicaid
reimbursement for developmental center services. If
the State used actual reported operating costs to
determine its Medicaid daily rate, its reimbursement
would have totaled $858 million (S429 million Federal
share), a difference of $1.41 billion (5701 million
Federal share).

If the State used a more economical, efficient, and
reasonable calculation, the Federal government could
potentially save approximately S700 million per year.




Cause

CMS did not adequately monitor the State’s rate-setting
methodology.

DOH received CMS approval for more than 35 SPAs
related to ICF rates, including some that only pertained to
State-operated developmental centers.

However, CMS did not adequately account for the impact
that some of these SPAs would have on the
reimbursement rate for developmental centers.




Recommendation

We recommended that CMS work with NYS to
ensure the rate-setting methodology for
State-operated developmental centers is
consistent with economy and efficiency.

This could potentially save the Federal Medicaid

program approximately S700 million per year.




CMS and State Response

 Both agreed to work together to develop a
revised payment methodology that will result
in @ payment rate that is consistent with
efficiency and economy.

 The State looked at implementing a new rate
over the next 5 years.




Final Report Issued
May 17, 2012
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OIG Works With Media

Ehe New JJork Times

May 18, 2012

Report Details Medicaid
Overpayments to New York State




OIG Works With Media

; pl::-u:;] hkeepsigjournal.com

N.Y., feds share
blame on billions In
Medicaid cost
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81 astonishing real-life revelations behind
some of history’s greatest mysteries

by Paul Harvey, Jr.

Copyrighted Material




Report Gets Attention of Congress

Committee on Oversight and Government Reform




Chairman — Darrell Issa (R-Calif.)




June 4, 2012
Congress Contacts OIG

 OAS Fields First of Many Congressional
Committee Questions regarding NYS’s claiming
for Developmental Centers.




June 18, 2012
Congress Contacts CMS About
OIG Report

COMMITTEE ON OVERSIGHT AND GOVERNMENT REFORM
2157 Raveurn House OrFice BuiLbing

WaskinG ToN, DG 20515-6143

Fa

June 18, 2012

Ms. Cynthia Mann

Director, Center for Medicaid and State Operations
Centers for Medicare and Medicaid Services
Department of Health and Human Services

200 Independence Avenue, SW

Washington D.C. 20201

Dear Ms, Mann:




June 18, 2012 Letter from Congress to
CMS continued...

 Asks CMS 11 specific questions regarding:
— SPA approval process;
— Plan for a new rate; and

— Penalties/collections of past amounts.




June 28, 2012 CMS Briefs
Congressional Staffers

 On-going negotiations between CMS and NYS
to develop a corrective action plan.

* Plan allows the State to continue to receive
billions over the next 5 years as NYS has
grown dependent on the funds.




July 11, 2012

Congress Responds to CMS Corrective

Action Plan

DARAELL E. 1S54, CALIFORNIA OME HUNDRED TWELFTH CONGRESS

CHAIRMAN

DAMN BURTOMN, INDIANA, 4
ongress of the Tnite ates
TODD AUSSELL PLATTS, PENMNSYLVANIA

MICHAEL K. TURNER, OHIO

PATRICK McHENAY, NORTH CAROLING | ]

14 JORDAN, orio Houge of Representatives

JASON CHAFFETE, UTAH

COMMNIE MACK, FLORIDA

TIM WALBERG, MICHIGAN COMMITTEE ON OVERSIGHT AND GOVERNMEMT REFORM
JAMES LANKFORD, OKLAHOMA

JUSTIN AMASH, MICHIGAN -

AN MARIE BUERKLE, NEW VORK 2157 Rayeurn House OFFice BUuLDING

PAUL & GOSAR, D.D.S., ARIZONA
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FRANK C. GUINTA, NEW HAMPSHIRE h¥ipovesigh Lhouse.gov
BLAKE FARENTHOLD, TEXAS

MIKE KELLY, PENMSYLVANIA J]_]]}‘ 1 1= 2{]12

LAWREMCE J. BRADY
STAFF DIRECTOR

Maommy  (P0F) 2E0=-5074
Facsinle (202) 225-3974
Miceuty  (202) 328-8051

Ms. Marilyn Tavenner

Acting Administrator

Centers for Medicare and Medicaid Services
Department of Health and Human Services
200 Independence Avenue, SW
Washington, D.C. 20201

Dear Ms, Tavenner:

ELIJAH E. CUMMINGS, MARYLAND
RAMEING MINORITY MEMBER

EDOLPHUS TOWNS, NEW YORK
CAROLYN B. MALONEY. NEW YORK
ELEANOR HOLMES NORTON,

DISTRICT OF COLUMBIA
DENNIS J. KUCINICH, OHIO
JOFN F. TIERNEY, MASSACHUSETTS
WM, LACY CLAY, MISSOLRI
STEPHEMN F. LYMCH, MASSACHUSETTS
JIM COOPER, TENMESGEE
GERALD E. CONMOLLY, VIRGINIA
MIKE QUIGLEY, ILLINGIS
DAMNY K. DAVIS, ILLINOIS
BRUCE L. BRALEY, IDWA
PETER WELCH, VERMONT
JOHN A. YARMUTH. KENTUCEY
CHRISTOPHER 5. MURPHY, CONNECTICUT
JACKIE SPEIER, CALIFORNIA




Congressional Quotes Within the
Response

e “CMS is going to continue to allow New York
to overcharge federal taxpayers for at least
another five years because the State has
grown dependent on the excess federal funds
for developmental centers. ...This is
unacceptable.”




Congressional Quotes Within the
Response

 “We doubt that if you caught someone
deliberately overcharging you, that you would
allow them to continue overcharging you as
long as they gradually overcharged less over

time.”




Congressional Quotes Within the
Response

e “The Committee requests that you act in
accordance with the law to ensure that state
Medicaid payment rates are consistent with
efficiency, economy and quality of care...”




July 19, 2012
Congress Contacts NYS About
OIG Report

OME HUNDRED TWELFTH CONGRESS

Congress of the United States

House of Repregentatives

COMMITTEE ON OVERSIGHT AND GOVERNMENT REEORM
2157 Raveuan House Oerice Bulome

WasHmaTon, DC 20515-8143

July 19, 2012

Dr. Nirav Shah

Commissioner

New York State Department of Health
Corning Tower

Empire State Plaza

Albany, New Yoerk 12237

Dear Commissioner Shah:




July 19, 2012 Letter from Congress to
NYS

e Similar in scope to letter sent to CMS asking
for an explanation of the rate and a corrective
action plan.




Congress Calls for a Hearing

Thursday, September 20, 2012
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Dr. Paul Gosar - (R) Arizona




OIlG and CMS Testify
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OIG Uses Opportunity
To Push for Payments Limited to Costs

 For over a decade, OIG has recommended
that payments to public providers be limited
to the actual cost of providing services. This
would help ensure that in New York and other
States, Medicaid payment methodologies for
public providers are reasonable and
economical.




Testimony of Penny Thompson

* CMS has dropped plans for a five-
vear transition.

* "You can expect to see a rate
that's about one-fifth of its
current leve

|II




Post Hearing Press Coverage
Medicaid Official Defends Work to Limit
Overpayments in New York

By Rebecca Adams, CQ HealthBeat Associate Editor

(New York) State Accused of 515 Billion (Medicaid) Fraud Scheme
Wall Street Journal

By Jacob Gershman
September 21. 2012

GOP Slams $15 Billion in Medicaid Overpayments
The Hill

By Sam Baker

September 21. 2012

HHS To Correct New York's Overbilling for Medicaid Patients
Gannett News

By Brian Tumulty
September 20, 2012




Post Hearing Press Coverage

Feds cutMedicaid reimbursements for disabled New Yorkers by
80% Rochester NY Democrat and Chronicle

Publication: iaklhﬂﬂ}' Times Unton; Date: Sep 22, 2012; Section: News; Page: Al

Report faults patient cost
Medicaid pays $1.9 million a year for each resident at state’s
residential centers

Editorial: (NY) Medicaid Abuse Has Lingered For Too Long

Poughkeepsie Journal
September 24. 2012







CMS and OAS Join Together

 OAS to assist CMS in their review of actual
costs submitted by NYS for Developmental
Centers for SFY 2011 (April 1, 2010 to March
31, 2011).

e Goalis to develop a rate that is tied to actual
costs that NYS can support.




NYS Provides Data For Review

e Originally, data supplied was for SFY 2009,
then 2010, but the State did not have
documentation on-hand to support the
numbers in those reports.

* To speed up the process, the State provided
us with data for SFY 2011.




Meetings, Meetings and More
Meetings
e Numerous meetings between NYS, CMS, and

OAS officials to go over the State’s supplied
data.

e Cost data for all 9 remaining Developmental
Centers is supplied.




3 Surprise Visits Made by OAS/CMS

O D Heck Developmental Center (near Albany)

 Brooklyn Developmental Center

e Broome County Developmental Center (near
Binghamton — Southwest part of State)




3 Surprise Visits

* Tour of the grounds to see what space is being
utilized and for what purpose.

* Interview staff to determine functions
performed.

e Focus on Personal Services Costs.




Shortly After Our Visits....

Publication: Albany Times Union: Date: Jul 27, 2013: Section: News: Page: Al

State to close O.D. Heck

Facility is one of four residential institutions, four prisons to be shut

By Matthe> Hamilton
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chive Closure of the O.D. Heck center on Balltown Road in Niskayuna,

John Carl D’Annibale/Times Ur;on ar
announced on Friday, is planned for March 2015.




Also Closing......

* Brooklyn Developmental Center

e Broome County Developmental Center, and

e Bernard M. Fineson Developmental Center
(Queens)




Time To Wrap It Up

e CMS should be issuing a report shortly to the
State with our findings.




For Further Information
Read the Book

Paul ]J. Castellani
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