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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES
FOR NURSING FACILITIES

STANDARD NURSING FACILITY SERVING ADULTS

Prospective rates of payment shall be reviewed, at a minimum, annually for Oklahoma nursing facilities
serving adults (NF’s). The rates in effect will be determined pursuant to these methods and standards and
approved by the Oklahoma Health Care Authority Board in advance of the rate periods. The rates are
established based on analyses of cost reports and other relevant cost information, the use of national and,
where appropriate, Oklahoma-specific trends in costs, including trends in salary levels and changes in
minimum wage levels, analyses of the economic impact of changes in law or regulations, and discussions
with recognized representatives of the nursing home industry.

Effective October 1, 2019, subject to the availability of funds, the average rate for nursing facilities shall be
equal to the statewide average cost as derived from audited cost reports for state fiscal year (SEY) 2018,
ending June 30, 2018, after application of an adjustment that is calculated from the average of cost report
audit adjustments from the five, immediately-preceding state fiscal years; provided, however, that this
average shall exclude the highest and lowest cost report audit adjustments from the five-year period prior
to calculation. The average cost for nursing facilities shall then be adjusted for inflation.

The rates are at, or above, the level that the Oklahoma Health Care Authority (OHCA) finds reasonable and
adequate to reimburse the costs that must be incurred by economically and efficiently operated facilities to
the extent specified by 42 U.S.C. Section 1396a(a)(13)(A).

A. COST ANALYSES
The Oklahoma Health Care Authority (OHCA) is principally responsible for implementing the
Medicaid (SoonerCare) program in Oklahoma. OHCA staff will prepare necessary analyses to
support the rate determination process. Part of the process will be to analyze the costs as reported
by the facilities.

1. UNIFORM COST REPORTS

Each SoonerCare participating nursing facility must submit, on uniform cost reports designed by
the Authority, cost and related statistical information necessary for rate determinations.

a. Reporting Period. Each nursing facility must prepare the cost report to reflect the allowable
costs of services provided during the immediately preceding fiscal year ending June 30. Where the
ownership or operation is commenced, a fractional year report is required for each period of time
the NF was in operation during the year.

b. Reporting Deadline. The report must be filed by October 31 of each following year. Extensions
of not more than 15 days may be granted on a showing of just cause.

c. Accounting Principles. The report must be prepared on the basis of generally accepted
accounting principles and the accrual basis of accounting, except as otherwise specified in the cost
report instructions.

d. Signature. The cost report shall be signed by an owner, partner or corporate officer of the NF,

by an officer of the company that manages the NF, and by the person who prepared the report,
either physically or through use of the secure website reporting system.
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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES
FOR NURSING FACILITIES

STANDARD NURSING FACILITIES SERVING ADULTS (continued)

B. RATE SETTING PROCESS
Beginning July 1, 2007, the Oklahoma Health Care Authority uses the following method to adjust
rates of payment for nursing facilities:

1. DEFINITIONS:

Base Rate Component is the rate in effect on June 30, 2005, defined as $103.20 per day. Included in the
base rate is the QOC Fee. Any changes to the base rate will be made through future Plan changes if
required. For the rate period beginning September 01, 2012, the base rate will be $106.29. For the rate
period beginning July 1, 2013, the base rate will be $107.24. For the rate period beginning July 1, 2016,
the base rate will be $107.57 per patient day. For the rate period beginning July 1, 2017, the base rate will
be $107.79 per patient day. For the rate period beginning July 1, 2018, the base rate will be $107.98 per
patient day. For the rate period beginning October 1, 2018, the base rate will be $108.12 per patient day.

For the rate period beginning July 1, 2019, the base rate will be $108.31 per patient day|. For the rate period

beginning October 1, 2019, fifty percent (50%) of new funding shall be allocated toward an increase of the
existing base rate and distributed accordingly. For the rate period beginning October 1, 2019, the base rate
will be $120.57 per patient day.

Direct Care Cost Component is defined as the component established based on each facilities relative
expenditures for Direct Care which are those expenditures reported on the annual costs reports for salaries
(including professional fees and benefits), for registered nurses, licensed practical nurses, nurse aides, and
certified medication aides.

Other Cost Component is defined as the component established based on monies available each year for
all costs other than direct care and incentive payment totals, i.e., total allowable routine and ancillary costs
(including capital and administrative costs) of nursing facility care less the Direct Care Costs and incentive
payment totals.

Incentive Rate Component is defined as the component earned each quarter under the Foeus—en
Exeellence Pay-for-Performance (PEP) program.

Rate Period is defined as the period of time between rate calculations.

2. GENERAL.:

The estimated total available funds will include the estimated savings or loss to the program as a result of
the automatic cost of living adjustment on Social Security benefits as published in the federal register and
the resulting effect to the spend-down required of the recipients. For Regular Nursing facilities, the effect is
$.32 per day for each one (1) percent change in the SSI determined from the average effect of SSlincreases
from CY 2004 to CY 2009.

Individual rates of payment will be established as the sum of the Base Rate plus add-ons for Direct Care,

Other Costs, and the incentive-add-en-earned-underthe-Oklahema-Focus-on-Execellence-Pay-for-
Performance (PEP) Quality of Care Rating System.
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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES
FOR NURSING FACILITIES
STANDARD NURSING FACILITIES SERVING ADULTS {CONTD)-(continued)

3. PROCESS:
Annually, any funds over and above those to cover the Base Rate plus the estimated Fecus-on-Execellence Pay-for-

Performance (PFP) Program payments will be used to create two pools of funds used to establish the rate
components for other costs and direct care costs.

1. An Other Costs Pool (30 % of the available funds, after meeting estimated base rate and incentive
payments) is used to establish a uniform statewide rate component (defined as the total pool divided by the total
estimated Medicaid days of service).

2. A Direct Care Cost Pool (70% of the available funds, after meeting estimated base rate and incentive
payments) is used to establish facility specific add-ons based on relative expenditures for direct care for SoonerCare
clients as follows:

Step One: The OHCA will construct an array of the facilities’ allowable Direct Care per patient day (as reported on
the cost report for the most recent reporting period), with each facility’s value in the array being the lesser of actual
cost per day or a ceiling set at the 90th percentile of the array of all facilities.

Step Two: For each facility in the array, the Direct Care Cost established in step one will be multiplied by their
estimated annual SoonerCare days and added together to calculate the aggregate estimated SoonerCare direct
care cost. The estimated annual SoonerCare days will be determined by using MMIS data from the latest available
annual period paid days. In the case of facilities with less than a year’s experience, then the OHCA will determine
an estimate from any available actual data for that facility or like facilities.

Step Three: The Direct Care Pool of available funds will be divided by the aggregate estimated SoonerCare Cost
determined in step two to determine an add-on percent for Direct Care.

Step Four: The Direct Care add-on for each facility will be determined by applying the percent calculated in step
three to each facility’s per patient day Direct Care Value determined in step one.

Step Five: The sum of the Base Rate and add-ons for Direct Care and Other Costs will be the facility specific rate
for the period. The only exceptions to this logic are for homes that do not file a report and for new homes established
in the current rate period. For homes not filing a cost report, the rate will not include the direct care component and
will be the sum of the base rate plus the Other Cost add-on, only.
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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES
FOR NURSING FACILITIES

STANDARD NURSING FACILITIES SERVING ADULTS (continued)
For new facilities beginning operations in the current rate period, the rate will be the median of those established

rates for the year.

—
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described in 1 and 2 is $102,318,569.
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described in 1 and 2 is $220,482,316.

Since July 1, 2007, Nursing Facilities Serving Adults and AIDS Patients have been able to earn additional

reimbursement for “points” earned in an Oklahoma Quality Rating Program. This program, which was originally

called “Focus on Excellence,” was revised by statute in 2019, and is now called “Pay-for-Performance”.
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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES
FOR NURSING FACILITIES

STANDARD NURSING FACILITIES SERVING ADULTS {(€CONTDB} (continued)
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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES
FOR NURSING FACILITIES

STANDARD NURSING FACILITIES SERVING ADULTS (€CONTB} (continued)

Pay-for-Performance (PFP) Program

For the period beginning October 1, 2019 and until changed by amendment, qualifying facilities participating in the pay-
for-performance program have the potential to earn an average of the $5.00 quality incentive per Medicaid patient per
day. Facility(s) baseline is calculated annually and will remain the same for a 12-month period. Facility(s) will meet or
exceed five-percent (5%) relative improvement or the CMS national average each quarter for the following metrics:

(1) Decrease percent of high risk pressure ulcer for long stay residents;

(2) Decrease percent of unnecessary weight loss for long stay residents;

(3) Decrease percent of use of anti-psychotic medications for long stay residents; and
(4) Decrease percent of urinary tract infection for long stay residents.

Payment to nursing facilities for meeting the metrics will be awarded quarterly as follows:

e A facility may earn a minimum of $1.25 per Medicaid patient per day for each qualifying metric.

“

e A facility receiving a deficiency of “I” or greater related to a specific quality measure within the PEP Quality of
Care Rating System is disqualified from receiving an award related to that PEP measure for that quarter.

e  Funds that remain as a result of payment not earned, shall be pooled and redistributed to facilities who achieve
the metrics each quarter based on facilities’ individual performance in the PEP program. |
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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES
FOR NURSING FACILITIES

STANDARD NURSING FACILITIES SERVING ADULTS (CONTD)
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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES
FOR NURSING FACILITIES

STANDARD NURSING FACILITY SERVING AIDS PATIENTS (continued)

B. RATE SETTING PROCESS

1. DEFINITIONS AND METHODOLOGY

Base Rate Component is the rate component representing the allowable cost of the services rendered in
an AIDS nursing facility and for the period beginning November 1, 2010 is $178.64, the difference in the
costs reported for aids facilities and regular nursing facilities plus the average rate for November 1, 2010
for regular nursing facilities, not including the incentive payment component ($193.79 less $138.17 plus
$123.02); or $178.64 per patient day. For the rate period beginning September 1, 2012, the Base Rate
Component will be $192.50. For the rate period beginning July 1, 2013, the Base Rate Component will be
$196.95. For the rate period beginning July 1, 2014, the Base Rate Component will be $197.49. For the
rate period beginning July 1, 2016, the Base Rate Component will be $199.19 per patient day. For the rate
period beginning July 1, 2017, the Base Rate Component will be $200.01 per patient day. For the rate
period beginning July 1, 2018, the Base Rate Component will be $201.32 per patient day. For the rate
period beginning October 1, 2018, the Base Rate Component will be $207.86 per patient day. [For the rate
period beginning July 1, 2019, the Base Rate Component will be $209.50 per patient day/| For the rate
period beginning October 1, 2019, the Base Rate Component will be $213.10 per patient day.

(A) 56 Okla. Stat. § 2002 requires that all licensed nursing facilities pay a statewide average per patient
day Quality of Care assessment fee based on maximum percentage allowed under federal law of the
average gross revenue per patient day. Gross revenues are defined as Gross Receipts (i.e., total
cash receipts less donations and contributions). The assessment is an allowable cost as it relates to
Medicaid services and a part of the base rate component.
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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES
FOR NURSING FACILITIES

STANDARD NURSING FACILITY SERVING AIDS PATIENTS {€ONFB} (continued)

(C) Beginning January 1. 2010 the base rate component was and will be adjusted annually on January 1, in an
amount equal to the estimated savings or loss to the program as a result of the automatic cost of living adjustment
on Social Security benefits as published in the Federal Register and the resulting effect to the spend-down required
of the recipients. For Regular Nursing Facilities the effect is $.32 per day for each one (1) percent change in the
SSI determined from the average effect of SSI increases from CY 2004 to CY 2009. For Nursing Facilities and
facilities serving AIDS patients, the effect is $.32 per day for each one (1) percent change in the SSI determined
from the average effect of SSI increases from CY 2004 to CY 2009.

Incentive Rate Component Nursing Facilities Serving AIDS Patients are eligible for additional reimbursement for
participation in and points earned in the Oklahoma Feeus-en-Excellence Pay-for-Performance (PFP) Quality Rating
Program. The points earned and additional reimbursements available are the same as those detailed in 4.19-D, in
the description covering this program in the Standard Nursing Facilities Serving Adults section of this plan.
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