Overview of Long Term Care Facility Medicaid Reimbursement

General

Cost Report

Cost Centers

Medicaid certified facilities' (NFs and ICFs-MR)

HiStOI‘y of reimbursement (retrospective 1980-91, semi-prospective 1991-93, prospective 1993-current)
Prospective reimbursement system (calendar year preceding the fiscal year)

Cost centers (Direct, Other Protected, Indirect, Capital)

Annual calendar year cost report (establishes state fiscal year rates)

Not fee-for-service, costs are reported and reimbursed prospectively

Calendar year cost report filed by providers within ninety days

- expenses

- days

- revenues

- balance sheets (assets and liabilities)

Expenses reported for entire calendar year for the Medicaid-certified facility

Inpatient days reported for entire calendar year (Medicaid, Medicare, Veterans/Other, Private Pay)
Imputed occupancy requirements (indirect care and capital costs)

Direct care - wages, benefits, training for RNs, LPNs, nurse aides

Other Protected” - medical supplies, real estate taxes, utilities

Indirect care - administrative and general costs (includes incontinence supplies and dietary costs)
Capital - depreciation, interest, and lease on buildings and assets




Cost Center Components Included Costs

Direct Care

Direct Care Staff
Administrative Nursing Staff
Direct Care Consulting
Direct Care Management Fees
Direct Care Home Office Exp.
Medical Directors

Social Services Staff
Activities Staff

Psychologists

Psychology Assistants
Social Workers

Counselors

Habilitation Staff

Program Directors
Respiratory Therapists
Habilitation Supervisors
Direct Care Payroll Taxes
Purchased Nursing

Nurse Aide Training

With the exceptions of other persons
holding degrees to qualify them to provide
therapy

Excluding (directly billed)

- Physical Therapy

- Occupational Therapy
- Speech Therapy

- Audiology

- Prescription Drugs

- Physician Visits

- Hospital Days

Other Protected

Medical Supplies
Real Estate Taxes
Franchise Permit Fees
Property Taxes
Utilities

- Natural Gas
Fuel Oil
- Water
Electricity
Sewage and Refuge
Allocated Other Protected
Home Office Costs

Indirect Care

Includes costs for all
reasonable costs other than
direct care costs, other
protected costs or capital.

habilitation supplies

pharmacy consultants

medical and habilitation records
program supplies
incontinence supplies

food

enterals

dietary personnel and supplies
laundry

housekeeping

security

administration

liability insurance
bookkeeping

purchasing department
human resources
communications

travel

dues

license fees

subscriptions

home office cost not otherwise

allocated

legal and accounting fees
minor equipment
maintenance and repairs
advertising (help-wanted &

informational)

start-up costs

organizational cost

other interest

property insurance

employee training

staff development

benefits

payroll taxes

workers compensation premiums

Capital

Cost of Ownership

- depreciation and interest
on any capital asset that costs
five hundred dollars or more
per item

- amortization and interest
on land improvements and

leasehold improvements

- amortization of financing
costs

- lease and rent of land,
building and equipment
Nonextensive Renovations
Return on Net Equity

- ceiling of $.50 per resident
per day

- proprietary facilities only




CAGR = Compound Annua Growth Rate, which isadtatistical cdculation used to average out ( smooth out) the growth over time; a
method of expressing arate of growth over a number of years (10 yearsvs. 5 years) .

Protected Expense: Government Fee Expense = just the $1.00 portion of the overall Franchise Fee.

Number of Facilitiesin Report: varies from year to year, depends on how many received from MIS and how many are cleared.

Bed Days Available: Isthe total number of beds times 365 daysin ayear ( or 366 for 1996 & 2000).
100 bed facility X 365 daysin ayear = 36,500 Bed Days Available

Vacant Bed Days Available: Bed Days Available minus Inpatient Days.

Estimated Vacant Beds: Vacant Bed Days Available divided by 365 days ( 366 for 1996 & 2000).

Inpatient Days. Sum of Medicaid Days, Private Days, Medicare Days, and Veteran’ §Other Days.

Medicaid Utilization: Medicaid Days divided by Inpatient Days.

Occupancy: Inpatient Days divided by Bed Days Available.



Nursing Facilities
Cost Report Trends

Calendar Years 1995-2004
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Assumptions

< Expenses are as filed by the providers on the
cost report

< Population includes all cost reports cleared at
a pointintime
I Sample size varies from year to year

< Per diems are calculated by dividing expenses
by inpatient days



Expense Trends

< Total expenses

< Direct Care Cost Center
< Indirect Care Cost Center
< Capital Cost Center

< Protected Cost Center
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Direct Care Cost Center

< Nursing & Habilitation

< Direct Care Payroll Taxes
< Purchased Nursing

< Nurse Aide Training
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Indirect Care Cost Center

< Administrative and General

< Dietary

< Maintenance and Repair

< Indirect Care Payroll Taxes

< Incontinence and Other Program Supplies



Nursing Facilities

Indirect Filed Expense
(1995 - 2004)

$1,800

$1,600 —

$1,400 —

$1,200

$1,000 —

Millions

$800

$600 —

$400

$200

$0

$1,061.9

$1,317.8
$1,263.1

$1,231.8
$1,181.4

$1,109.5

1995 1996

. Administrative & General

Indirect Care Payroll Tax

1997 1998 1999 2000 2001
Calendar Year

$1,513.5

$1,397.0

$1,537.5

2002 2003

. Dietary

Maintenance & Repair

Incontinence & Other Supplies

2004




Millions

Nursing Facilities

Administrative & General Expense
(1995 - 2004)

$900

$800
$725,747,132

$700 | $679,127,707

$626,744,099 042,160,006

$600 $592,520,538

$543,374,330

$502,536,262
$500 | $466,580,869

$400
$300
$200

$100 —

$0 |
1995

1999 2000 2001 2002

Calendar Year

. Administrative & General Expense

1998

1996 1997

$791,509,740 $803,047,632

2003 2004




Millions

$500

$450

$400

&+
W
a1
o

$300

$250

$200

Nursing Facilities

Dietary Expense
(1995 - 2004)

$329,504,298

$348,887,315

1995

1996

$353,249,059

1997

$394,611,920

$385,729,500
$378,356,926

$365,987,028

1998 1999 2000 2001
Calendar Year

. Dietary Expense

$437.540.702 $443,116,308

$410,324,523

2002 2003 2004




Nursing Facilities

Maintenance & Repair Expense
(1995 - 2004)

$120

$110,953,351

$106,384,819

$100,867,470

$100
$95,554,840

$90,592,899 $91,464,302

$86,018,247

$81,635,869

$80 $78,359,672
$73,565,990

Millions

$60

$40

$20 | | | | | | | | |
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
Calendar Year

D Maintenance & Repair Expense




Millions

Nursing Facilities

Indirect Care Payroll Tax Expense
(1995 - 2004)

$120

$100,218,799 $100,842,052

$100 —

$85,286,693

$80 | $77,835,652
$75,465,256

$70,654,330 $70,373,419

$67,542,736 66,447,793

$64,744,482

$60

$40

$20 | | | | | | | i i
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
Calendar Year

Indirect Care Payroll Tax Expense




$90

$80

$70

$60

Millions

$50

$40

$30

Nursing Facilities

Incontinence & Other Supplies Expense

(1995 - 2004)

1995

1996

1997

$74,782,267

$70,625,639
$68,325,951
$66,225,398 465 702.663

1998 1999 2000 2001 2002
Calendar Year

ncontinence & Other Supply Expense

2003

$79,507,208

2004




Millions

$1,800

$1,600

$1,400

$1,200

$1,000 —

$800

$600

$400

$200

$0

Nursing Facilities

Indirect Care Expense
(1995 - 2004)

$1,317.8

$1.231.8 $1,263.1

$1,181.4

$1,109.5
$1,061.9

1995

1996 1997 1998 1999 2000 2001

Calendar Year
. Indiect Care Expense

$1,397.0

2002

$1,513.5

2003

$1,537.5

2004

16%

—14%

—12%

—10%

— 8%

6%

4%

— 2%

Compound Annual Growth Rate=4.86%




% Change:Expense

Nursing Facilities
Indirect Care Expense

(1995 - 2004)

10%

8% |

6% |

4%

2% |

0%

6.88%

6.48%

4.49%

3.88%

1995 1996 1997

. % Change

1998

8.34%

4.26% 4.32%

2.55%

1.58%

1999 2000 2001 2002 2003 2004
Calendar Year

Compound Annual Growth Rate=4.86%




Millions

$1,800

$1,600

$1,400

$1,200

$1,000

$800

$600

$400

$200

$0

Nursing Facilities

Indirect Care Expense
(1995 - 2004)

$993.5

1995

$1,061.9

1996

. Indirect Care Expense

$1,317.8
$1,263.1

$1,231.8
$1,181.4

$1,109.5

1997 1998

1999
Calendar Year

2000 2001

$1,397.0

$1,513.5

$1,537.5

2002

2003

2004

16%

—14%

—12%

—10%

— 8%

6%

4%

— 2%

— 0%

Compound Annual Growth Rate=4.53%




Nursing Facilities
Indirect Care Expense

(1995 - 2004)

10%

8% |

6% |

4% |

% Change:Expense

2% |

0%

3.88%

1995

6.88%
6.48%

4.49%

1996 1997 1998

. % Change

4.26%

2.55%

1999 2000 2001
Calendar Year

2002

8.34%

2003

2004

Compound Annual Growth Rate=4.53%




Capital Cost Center

< Cost of Ownership
< Renovation
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Protected Cost Center

< Utilities

< Medical Supplies

< Government Fees

< Property Taxes

< Home Office - Protected



Millions

$300

$250

$200

&
=
a1
o

$100

$50

$0

Nursing Facilities
Protected Filed Expense

(1995 - 2004)

eozenssnm————

$260.2

$211.5 $214.4 $222.3 $217.6
$203.3
T $187.6
1995 1996 1997 1998 1999 2000 2001

. Utilities

Property Tax

Calendar Year

Medical Supplies

Home Office-Protected

2002

2003

. Government Fee

2004




Millions

$130
$120
$110
$100
$90
$80
$70
$60
$50
$40
$30
$20
$10
$0

Nursing Facilities

Utilities Expense
(1995 - 2004)

$94,843,670 $96.783.414

$90,777,885 $92,256,996  $91,728,294
$84,252,668

1995 1996 1997 1998 1999 2000 2001
Calendar Year

. Utilities Expense

$120,851,249
$116,711,047

$104,483,170 $105,213,383

2002 2003 2004




Nursing Facilities
Medical Supplies Expense
(1995 - 2004)

$80

$71,342,023  $71,098,126

$70
$67,023,262

$65,451,022

$62,252,296 $63,705.971 $62,877,149

$60 $59,822,804

$57,367,918

Millions

$51,249,233

$50

$40

$30 | | | | | | | | |
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
Calendar Year

D Medical Supplies Expense




Millions

Nursing Facilities
Government Fee Expense

(1995 - 2004)

$40

$35

$30

$25

&

N

o
\

&+

=

(&)
\

$10

$5

$0

$30,059,125

1995

$30,805,558  $30,694,049 $30,894,362

1996

1997

1998

$31,474,187 $30,926,855  $30 769,700

1999 2000 2001
Calendar Year

. Government Fee Expense

$31,519,887 $31,805,277

2002 2003

$31,475,281

2004




Millions

$40

$35

$30

$25

&
N
o

$15

$10

$5

$0

Nursing Facilities
Property Tax Expense

(1995 - 2004)

$20,962,074

$23,107,941

$24,476,351

$26,151,308

$28,759,848

$28,379,309 $28,040,999

$30,808,848

$34,158,798

$35,157,869

1995

1996

1997

1998

! ! ! !
1999 2000 2001

Calendar Year

Property Tax Expense

2002

2003

2004




Nursing Facilities
Home Office: Protected Expense
(1995 - 2004)

$2

Millions

$1,078,046

$2,219,806
$2,147,203

$1,951,411

$1,153,917

1995

1999 2000 2001 2002

Calendar Year

1998

1997

1996

Home Office: Protected Expense

$1,747,927

$1,639,530

2004

2003




Nursing Facilities

Protected Expense
(1995 - 2004)

$280 20%
$260 $255.8
$240 | $236.8

$260.2

—18%

— 16%

$220 $211.5 $214.4
$203.3

$200 |
$180 |
» $160
c
2 $140 |
= $120 |
$100 |
$80 |
$60
$40 |
$20
$0

—14%

$187.6

—12%

—10%

— 8%

6%

4%

— 2%

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

Calendar Year
. Protected Expense

Compound Annual Growth Rate=3.65%




Nursing Facilities

Protected Expense
(1995 - 2004)

10%

8.33%

8% |

5 3
23 S
| |

% Change:Expense
N
X
\

0% |

-2%

8.03%

5.27%

1.73%

3.67%
=204
1.41% I

-2.12%

-4% | |
1995 1996 1997

. % Change

! ! ! ! ! ! !
1998 1999 2000 2001 2002 2003 2004

Calendar Year

Compound Annual Growth Rate=3.65%




Nursing Facilities
Protected Expense
(1995 - 2004)

$280 20%
$260 — $255.8
$240
$220
$200
$180
» $160
c
2 $140
= g100
$100
$80
$60
$40
$20

$0 |
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

Calendar Year
. Protected Expense

$260.2

- 18%

$222.3

—16%
$187.6 - 14%
—12%
—10%
8%

6%

— 4%

Compound Annual Growth Rate=3.20%




Nursing Facilities
Protected Expense
(1995 - 2004)

10%

8.33%
8%

3
S
|

4.03%

5
23
|

3.18%

% Change:Expense
N
X
\

0% |

-2%

8.03%

3.67%

1.41%

-2.12%

-4% | |
1995 1996 1997

. % Change

! ! ! ! ! ! !
1998 1999 2000 2001 2002 2003 2004

Calendar Year

Compound Annual Growth Rate=3.20%




Indirect Care Expense (34.66%)
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Per Diem Trends

<Total Per Diem

<Direct Care Cost Center
<Indirect Care Cost Center
<Capital Cost Center
<Protected Cost Center

All per diems are expenses
divided by inpatient days
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Nursing Facilities
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Facility Information

< Number of Facilities

< Bed Days Avalilable

< Vacant Bed Days Available
< Estimated Vacant Beds

< Inpatient Days
I Medicaid Days
I Private Days
I Medicare Days
I Veteran/Other Days
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Utilization - Trends

Cost Report

< Medicaid Utilization
< Occupancy
< Occupancy: Using 1993 as Base Year
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Nursing Facilities
Occupancy
(1995 - 2004)
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