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(1) No rate review requests shall be accepted or acted upon by the office until the delinquent report
is received, and the effective date of the Medicaid rate calculated utilizing the delinquent amnual
financial report shall be the first day of the month affer the delinquent annual financial report is
received by the office. All limitations in effect at the time of the original effective dete of the annual
rate review shall apply.

(2) When an annual financial report is thizty (30) days past due and an extension has not been
granted, the rate then currently being paid to the provider shall be reduced by ten perceint (10%),
effective on the first day of the month following the thirtieth day the anowal financial report is past
due and shall so remain until the first day of the mouth after the delinguent annual financial report is
received by the office, Reimbursement lost as a result of this penalty cannot be recovered by the
provider.

405 TAC 1-12-5 New provider; initial financial report to office; criteria for establishing initial interim rates;
supplemental report; base rate setting; penalty for untimely filing of Checklist of Management
Representations

Sec. 5. (2) Rate requests to establish initial interim rates for a mew operation, a new type of certified service,
a new type of licensure for an existing group home, or a change of provider status shall be filed by

submitting an initial rate request to the office on or before thirty (30) days after notification of the
enroliment date or establishment of a new service or type of licensure. Initial inferim rates will be set at the
greater of:

(1) the prior provider's then current rate, including any changes due to a field andit, if applicable; or

- (2) the fiftieth percentile rates as computed in this subsection.
Initial interim rates shall be effective upon the later of the enrollment date, the effective date of a licensure
change, or the date that a service is established. The fiftieth percentile rates shall be computed on a statewide
basis for like levels of care, except as provided in subsection (b), using current rates of all CRF/DD and
ICF/MID providers. The fiftieth percentile rates shall be maintained by the office, and a revision shall be
made to these rates four (4) times per year effective on April 1, July 1, October 1, and January 1.

(b) Until the identified threshold number of homes is obtained, the fiftieth percentile rates shall be
determined as follows;
(1) If there are fewer than six (6) homes with rates established that are licensed as developmental
training homes, the fiftieth percentile rates for developmental training homes shall be computed on a
statewide basis using current rates of all basic developmental homes with eight and one-half (8%} or
fewer hours per patient day of actual staffing.
(2) If there are fewer than six (6) homes with rates established that are licensed as small behavior
management residences for children, the fiftieth percentile rate for small behavior management
residences for children shall be the fiftieth percentile rate for child rearing residences with
specialized programs increased by two hundred forty percent (240%) of the average staffing cost per
hour for child rearing residences with specialized programs,
(3) If ihere are fewer than six (6) homes with rates established that are licensed as small extensive
medical needs residences for adults, the fiftieth percentile rate for smail extensive medical needs
residences for adults shall be the fiftieth percentile rate for basic developmental homes multiplied by
one hundred fifty-nine percent (159%).
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{c) The provider shall file a nine (9) month histerical financial report within sixry (60) days following the end of
the first nine (9) months of operation. The nine (9) months of historical financial data shall te used to determine
the provider's base rate. The base rate shall be effettive from the first day of the tenth month of cerdfied

operasion wntil the pext regwlarly schedule annual review, Ap annual financial report need net be submibsd wotl
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{4) If there are fewer than six (6) homes with rates established that are licensed as extensive support
needs residences for adults, the fiftieth percentile rate for extensive support needs residences for
adults shall be the fiftieth percentile rate for small extensive medical needs residences multiplied by
one hundred fifty-two percent (152%).

(c) The provider shall file a nine (9) month historical financial report within sixty (60) days following the
end of the first nine {9) months of operation, The nine (9) months of historical financial data shall be used to
determine the providet's base rate. The base rate shall be effective from the first day of the tenth month of
enrolled operation until the next regularly scheduled annual review. An annual financial report need not be
submitted until the provider's first fiscal year-end that occurs after the rate effective date of a base rate. In
determining the base rate, limitations and restrictions otherwise outlined in this rule, except the annual rate
limitation, shall apply. For putposes of this subsection, in detetmining the nine (9) months of the historical
financial report, if the first day of enrollment falls on or before the fifteenth day of a calendar month, then
that calendar menth shall be considered the providen's first month of operation. If the first day of enrollment
falls after the fifteenth day of a calendar month, then the immedijately succeeding calendar month shall be
considered the provider's first month of cperation,

{d) The provider's historical financial report shall be submitted nsing forms prescribed by the office. Afldata

elements and required attachments shall be completed so as to provide full financial disclosure and shall
include the following at a minimum:
(1) Patient or resident census data.
(2) Statistical data.
(3) Ownership and related party information.
(4) Statement of all expenses and all income.
(5) Detail of fixed assets and patient or resident-related interest bearing debt.
(6) Complete balance sheet data,
(7) Schedule of Medicaid and private pay charges in effect on the last day of the reporting period
and on the rate effective date as defined in this rule; private pay charges shall be the lowest usnal
and customary charge.
(8) Certification by the provider that:
(A) the data are true, accurate, and related to patient or resident care; and
(B) expenses not related to patient ot resident care have been clearly identified.
(9) Certification by the preparer, if different from the provider, that the data were compiled from all
information provided to the preparer, by the provider, and as such are true and accurate to the best of
the preparer's kmowledge.

(e) Extension of the sixty (60) day filing period shall not be granted unless the provider substantiates to the
office eircumstances that preclude a timely filing. Requests for extensions shall be submitted to the office
ptior to the date due, with full and complete explanation of the reasons an extension is necessary. The office
shall review the request and notify the provider of approval or disapproval within ten (10} days of receipt. If
the extension is disapproved, the report shall be due twenty (20) days from the date of receipt of the
disapproval from the office.
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(f) If the provider fails to submit the nine (9) months of historical financial data within ninety (90) days
following the end of the first nine (9) months of operation and an extension has not been granted, the initial
interim rate shall be reduced by ten percent (10%), effective on the first day of the tenth month after
certification and shall so remain vntil the first day of the month after the delinquent annual financial report is
received by the office. Reimbursement lost because of the penalty cannot be recovered by the provider. The
effective date of the base rate calculated utilizing the delinquent historical financial report shall be the first
day of the month after the delinquent historical financial report is received by the office, All limitations in
effect at the time of the original effective date of the base rate review shall apply.

(g) Except as provided in section 17(£) of this rule, neither an initial interim rate nor a base rate shall be
established for a provider whose change of provider status was a related party transaction as established in
this rule,
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{h) In the event of a change in provider ownership, ownership structure (incleding mergers, exchange
of stock, ete.), provider, operator, lessor/lessee, or any change in control, the new provider shall
submit a completed Checklist of Management Representations Concerning Change in Ownership te
the office within thirty (30} days following the date the Checklist of Management Representations
request is sent to the provider. The completed checklist shall include ali supporting documentation.
No Medicaid rate adjustments for the facility shall be performed until the completed checldist is
submitted to the office. If the completed Checklist of Management Representations has not been
submitted within ninety (90) days following the date the Checklist of Management Representations
reguest is sent to the provider, the Medicaid rate currently being paid to the provider shall be reduced
by ten percent (10%), effective on the first day of the month following the end of the ninety (9¢) day
period. The penalty shall remain until the first day of the month after the completed Checklist of
Managementi Representations is received by the office. Reimbuarsement lost because of the penalty
cannot be recovered by the provider.
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405 IAC 1-12-6 Active providers, rate review; annual regquest

Sec. 6. (a) Therate effective date of the annual rate review established during rebasing years and non-rebasing years
shall be the first day of the fourth month following the provider's reporting year end, provided the annual financial
report is submitted within ninety (90) days of the end of the provider's reporting period.

(b) The annual rate review that shall become effective during arebasing year shall be established using the annual
financial report as the basis of the review.

(c) The annual rate review that shall become effective during a non-rebasing year shall be established by applying an
inflation adjustment to the previous year's annual or base Medicaid rate that excludes the rate reduction amount
specified in section 24(b) of this rule. The inflation adjustment prescribed by this subsection shall be applied by using
the CM S Nursing Home without Capital Market Basket index as published by DRI/WEFA. The inflation adjustment
shall apply from the midpoint of the previous year's annual or base Medicaid rate period to the midpoint of the current
year annual Medicaid rate period prescribed as follows:

Rate Effective Date Midpoint Quarter

January 1, Year 1 July 1, Year 1
April 1, Year 1 October 1, Year 1
July 1, Year 1 January 1, Year 2

October 1, Year 1 April 1, Year 2
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405 TAC 1-12-7 Request for rate review; effect of inflation; occupancy level assumptions

Sec. 7. (a) Rate setting during rebasing years shall be based on the provider's annual or historical
financial report for the most recent completed year. In determining prospective allowable costs
during rebasing years, each provider's costs from the most recent completed year will be adjusted
for inflation by the office using the following methodology. All allowable costs of the provider,
except for:

(1) mortgage interest on facilities and equipment;

(2) depreciation on facilities and equipment;

(3) rent or lease costs for facilities and equipment; and

(4) working capital interest;
shall be increased for inflation using the CMS Nursing Home without Capital Market Basket
index as published by IHS. The inflation adjustment shall apply from the midpoint of the annual
or historical financial report period to the midpoint of the expected rate period.

(b) For purposes of determining the average allowable cost of the median patient day as
applicable during rebasing years, each provider's costs from their most recent completed, non-
excluded year will be adjusted for inflation by the office using the following methodology.
Providers whose most recently completed rate is an initial interim rate shall be excluded from the
determination of the average allowable cost of the median patient day. Any annual financial report
period that, partially or fully, overlaps the period of March 1, 2020 through December 31, 2020
shall be excluded from the determination of the average allowable cost of the median patient day.
For determinations of the average allowable cost of the median patient day on and after October
1, 2022, any financial report that partially or fully precedes July 1, 2021 shall have their allowable
per diem costs increased by a proration of the 10% direct care workforce add-on effective July 1,
2021 based on the days in the financial report period prior to July 1, 2021 compared to the days
for the entire financial report period. All allowable costs of the provider, except for:

(1) mortgage interest on facilities and equipment;

(2) depreciation on facilities and equipment;

(3) rent or lease costs for facilities and equipment; and

(4) working capital interest;
shall be increased for inflation using the CMS Nursing Home without Capital Market Basket
index as published by IHS. The inflation adjustment shall apply from the midpoint of the annual
or historical financial report period to the midpoint prescribed as follows:

Median Effective Date Midpoint Quarter
January 1, Year 1 July 1, Year 1
April 1, Year 1 October 1, Year 1
July 1, Year 1 January 1, Year 2
October 1, Year 1 April 1, Year 2
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(¢) For ICEs/ITD and CRFs/DD, allowable costs per patient or resident day shall be determined based on an
occupancy Jevel equal to the greater of actual occupancy, or ninety-five percent (95%) for ICFs/1ID and
ninety percent (90%) for CRFs/DD, for certain fixed facility costs. The fixed costs subject to this minimum
occupancy level standard include the following:

(1) Director of nursing wages.

(2) Administrator wages.

(3) All costs reported in the ownership cost center, except repairs and maintenance.

(4) The capital return factor determined in accordance with sections 12 through 17 of this rule for all

providers, except for providers of extensive support needs residences for adults.

(5) The fair rental value allowance determined in accordance with section 20,5 of this rule for

providers of extensive support needs residencos for adults.
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405 |AC 1-12-8 Limitations or qualifications to Medicaid reimbursement; advertising; vehicle basis

Sec. 8. (a) Advertising is not an allowable cost under this rule except for those advertising costs incurred in the recruitment of
facility personnel necessary for compliance with facility certification requirements. Advertising costs are not alowable in
connection with public relations or fundraising or to encourage patient or resident utilization.

(b) Each facility and distinct home office location shall be allowed:

(2) one (1) patient or resident care-related automobile; and

(2) one (1) vehiclethat can be utilized for facility maintenance or patient or resident support or for both uses;
to be included in the vehicle basis for purposes of cost reimbursement under this rule. Vehicle basis means the purchase price of
the vehicle used for facility or home office operations. If a portion of the use of the vehicle is for personal purposes or for
purposes other than operation of the facility or home office, then such portion of the cost must not be included in the vehicle
basis. The facility and home office location(s) are responsible for maintaining records to substantiate operational and personal
use for all allowable vehicles. This limitation does not apply to vehicles with a gross vehicle weight of more than six thousand
(6,000) pounds.

405 |AC 1-12-9 Criteria limiting rate adjustment granted by office

Sec. 9. During rebasing years and for base rate reviews, the Medicaid reimbursement system is based on recognition of
the provider's alowable costs plus a potentia profit add-on payment. The payment rate established during rebasing years and
for base rate reviews is subject to the following limitations:

(2) In no instance shall the approved Medicaid rate be higher than the rate paid to that provider by the general public

for the same type of services. For purposes of this rule, the rates paid by the general public shall not include rates paid

by the DDRS.

(2) Should the rate calculations produce a rate higher than the reimbursement rate requested by the provider, the

approved rate shall be the rate requested by the provider.

(3) Inflated allowable per patient or per resident day costs plus the allowed profit add-on payment as determined by the

methodology in Tablel.

(4) In no instance shall the approved Medicaid rate exceed the overall rate limit percent (Column A) in Table Il, times

the average inflated allowable cost of the median patient or resident day.
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TABLE 1

Profit Add-On

The profit add-on is equal to the percent (Colomn A) of the difference (if greater than zero {()) between a
provider's inflated allowable per patient or resident day cost, and the ceiling (Column B) times the average inflated
allowable per patient ot resident day cost of the median patient or resident day. Under no circumstances shall a
provider's per patient or resident day profit add-on exceed the cap (Column C) times the average inflated allowable
pet patient or resident day cost of the median patient or resident day.

Level of Care {A) Percent (B) Ceiling (C) Cap
Sheltered living 40% 105% 10%
Intensive training 40% 120% 10%
Child rearing 40% 130% 12%
Nonstate-operated ICE/ID A0% 125% 12%
Developmental training 40% 110% 10%
Child rearing with a specialized program 40% 120% 12%
Small behavior management residences for children 40% 120% 12%
Basic developmental 40% 110% 10%
Small extensive medical needs residences for adults 40% 110% 10%
Extensive support needs residences for adults 40% 110% 10%
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