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PURPOSE

This letter has been prepared in response to a variety of questions
rai sed by local social services staff and provider representatives
regardi ng t he current requirenents for maxi m zing Medicare's
participation in the provision of skilled nursing facility care.

BACKGROUND

In response to major reductions in the nunber of skilled nursing
facility patient days covered by Medicare, the Departnent issued policy
(Medicare Maximzation) in 1976 which was designed to ensure that
adequate consideration be given to the availability of Medicare
coverage for Medicaid patients.

At the heart of the initial and all subsequent Medicare maxim zation or
optimization policy is the requirenment that skilled nursing facility
staff docunent their efforts to obtain Medicare coverage as a condition
of participation in the Mdicaid Program

The 1990 Medicare Optinization effort differs mainly inits use of
informati on gathered fromthe residential health care facility case m x
rei mbursenment process to identify those Resource Wilization G oups
(RUGS) nost likely to qualify for Medi care coverage.

In the interst of making reasonabl e demands wupon both providers and
| ocal districts, the current Medicare Optim zation effort focuses upon
the five RUGS categories which are considered npst representative of
the kinds of cases covered by Medicare:

Rehabilitation A
Rehabilitation B
Special Care A
Special Care B
Clinically Conmplex D

Medi care applications nust be made for technically eligible individuals
falling in these five RUGS categories. We shall not, however,
j eopardi ze provider waiver of liability status by expecting them to
submit to the Medicare fiscal internmediary as covered when they do not
believe the patient should be covered for Medicare.

PROGRAM | MPLI CATI ONS

To assist local districts and provider staff in their efforts to conply
with requirenents related to obtaining Medicare coverage for <care in
skilled nursing facilities, we have assenbled the following list of
questions rai sed by | ocal social services staff and provider
representatives and the answers prepared by this division:
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1) «Question: Are the five RUGS categories (Rehab A and B, Special Care A

2)

3)

4)

5)

and B, and Clinically Conplex D) the only categories subject to
Medi care Optim zation (pursuant to 90 LCM 2)?

Answer : The system has been set to control against inappropriate
Medi cai d paynments, prior to Medicare optim zation, for those five RUGS
categories, which are expected to include the vast majority of eligible

i ndi vi dual s. We require that Medicare applications be nade for al
technically eligible individuals falling wthin these categories.
Though not subject to the same systemcontrols, we wll expect that

facilities would apply on behalf of individuals not falling in these
categories, but for whomthe aggregate of services provided suggests
the probable availability of Medicare coverage.

Questi on: How wi Il the |ocal department of social services (LDSS) be
notifed of the RUGS category for a particular client?

Answer : The admitting skilled nursing facility shall submt to the
responsible LDSS a copy of the face sheet of the Patient Review
Instrunent (PRI) which the facility nmust conplete within five days of
admi ssi on. The RUGS category appears at the top left side of the face
sheet .

Questi on: At what point does the LDSS initially enter a RHCF client's
nane on the principal provider systenf

Answer: The LDSS shoul d accept the PRI page submtted by the adnmitting
RHCF as the notification which triggers entry to the principal provider
system

Questi on: Is the RHCF required to seek reconsideration of Medicare
di sconti nuances as part of the Medicare Optimnization effort?

Answer: No. The current Medicare Optimzation effort is focused upon
initial adm ssions and readm ssions, and upon the initial effort to
obtain Medicare coverage. In order to ensure that RHCFs nay bil

Medi cai d pronptly upon di sconti nuance of Medicare coverage, the LDSS
nmust be certain to enter a paynent code of 2 upon receipt of notice of
Medi car e cover age. The effective date for the code 2 entry would be
the end date of full Medicare coverage contained in the notice, despite
the fact that the Fiscal Internmediary (FI) may subsequently extend that
cover age.

Questi on: Can RHCFs exclude technically ineligible individuals from
the Medicare Optim zation process?

Answer: Yes. Facilities are not expected to pursue Medi care coverage
for individuals clearly not technically eligible for the program
(e.g., no preceding three-day hospital stay; already exhausted lifetine
covered days).
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6)

7)

8)

9)

10)

Questi on: How should RHCFs indicate to the LDSS that clients are
technically ineligible?

Answer : RHCFs shoul d staple a brief cover nenp to the face sheet of
the PRI which indicates technical ineligibility and the reason for
ineligibility (e.g., no qualifying hospital stay; lifetime days
exhaust ed) . Attached, as exanples of the kind of cover nmenmo which
m ght be used, are forns devel oped by New York City's Human Resources
Admi ni stration, and by the New York Association of Hones and Services
for the Aging.

Questi on: RHCFs have expressed concern that Medicare Optinization may
result inarisk to their Medicare waiver of liability (presunptive
status). Wat does this nean?

Answer : The Medicare fiscal internediary reviews the paper work and
coverage decisions nmade by individual RHCFs each quarter. Those
facilities neeting standards of docunmentation and coverage accuracy (by
FI criteria) are granted authority to make their own decisions about
Medi car e cover age. As | ong as a percentage of accuracy is naintained,
Medi care will cover individual cases even when it feels the RHCF has
erred (waiver of liability).

Questi on: How does a RHCF's functioning in presunptive status under
Medi care wai ver of liability affect the Medicare Optim zation process?

Answer : As long as the individual RHCF is in presunptive status, we
will accept its coverage decision. However, if the patient denands
reconsi deration, the facility nust submt a request for coverage to the
fiscal internediary. The facility would then subnmit either notice of
coverage granted or the denial of the reconsideration to the LDSS.

Question: Wo is responsible, and what is the process, for verifying
that an individual RHCF actually is functioning in presunptive provider
status?

Answer : Districts should assune that a notice of coverage or denia
originating with a RHCF indicates that the facility is in presunptive
provi der status. The New York State Departnent of Social Services
Ofice of Audit and Quality Control wll be instructed to verify
presunptive provider status for any RHCF audit perforned. A RHCF' s
failure to follow Medicare Optim zation requirenents during a period
when it was not in presunptive status will result in recoveries of al
nonies paid for the first twenty days of RHCF care provided to
technically eligible client falling in one of the five RUGS categories.

Questi on: Exactly what fornms are RHCFs expected to submit to docunent
their having properly applied for Mdicare paynent?
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11)

12)

13)

14)

Answer : Since the current effort focuses on the initial coverage
foll owi ng an adm ssion or readm ssion, any one of the three follow ng
docunents will suffice to change the Principal Provider System (PPS)
i ndi cat or and initiate Medicaid coverage: 1) a copy of the
expl anation of coverage granted, fromeither the fiscal internediary or
a presunptive provider; 2) a copy of the presunptive provider's notice
to the patient of initial coverage denial; or, 3) a copy of the denied
request for reconsi deration of a denial mde by the fisca
i ntermedi ary.

Question: Wat degree of standardi zation can be expected of the fisca
intermedi ary and presunptive provider notices to patients in regard to
not bei ng covered by Mdicare?

Answer : We assune the notifications fromthe fiscal internediaries,
for both coverage and denial, will be on fornms standard to the
i ndi vi dual FI. Since relatively few fiscal internediaries wll be
i nvol ved, this should not be a major problem

W assune also that npbst RHCFs will follow the denial formletters
contained in "Medicare Skilled Nursing Facility Manual " transmttal No.
280, dated May 1989.

Question: Does this process apply to out-of-state facilities?

Answer : Yes. The nmajor difference would be in the use of the PR
whi ch we cannot mandate for out-of-state facilities. The notification
requirenents, to the extent it is possible to identify individuals
falling within the five RUGS categories, are identical. Receipt of the
facilities' admission notification wll trigger entry of Paynent
Exception Type 1. Recei pt of copies of either an explanation of
coverage or a denial of the reconsideration request, fromthe out-of-
state facility, will change the Paynent Exception Type to a 2.

Question: Even when covered by Medicare, a point is reached (after 20
days of full Medicare coverage) where Medicaid is obligated to pay the
co-i nsurance. WI|l RHCFs be permitted to bill for co-insurance on the
twenty-first day follow ng an adni ssion or readm ssion?

Answer : Currently, the paynment system cannot accommodate Medicaid
paynent of the Medicare co-insurance. However, we are devel oping the
necessary systens nodifications to all ow co-insurance paynent,
whi ch includes nodifications which will permit retroactive paynent to
facilities. Additional information will be forthcom ng.

Questi on: Though rare, patients falling within the five RUGS
categories do occasionally gain admi ssi on to Heal th Rel at ed
Facilities. Mist we pursue Medicare coverage for those patients?
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Answer : No. Medi care does not cover care in a Health Related
Facility, regardl ess of the patient's level of disability. VWhile in

15)

16)

17)

18)

the HRF, the client nust be viewed as being technically ineligible for
Medi car e.

Questi on: How is the Net Available Monthly Income (NAM) of a nursing
hone resident applied while waiting for a determ nation of eligibility
for Medicare paynent for their cost of care?

Answer : It is not the |local departnent of social services
responsibility to collect or preserve the client's NAM. Thi s
responsibility rests wth the facility in which the client has been
pl aced. While we understand the problens associated with the inability
to collect the client's anticipated incone/NAM the nonth it is
recei ved, we cannot hold the client liable for a NAM which in fact may
never be established should Medicare pay all or part of the
i ndividual's cost of care.

Ther ef or e, we recomend that facilities establish procedures to
safeguard against the potential |oss of NAM which protect the client
fromliability for the cost of care that has or will be paid for by

either the Medicare or Medicaid Prograns.

The assunption t hat once a presunptive provider has nmade an
eligibility determination the provider is allowed to collect the
patient's NAM is correct. For non-presunptive providers, the
collection of the NAM shoul d begin once the FI has nade an eligibility
determnation. Note however, if the FI nakes a negative determn nation,
NAM col | ection cannot begin until the FlI issues a decision regarding a
reconsi derati on.

Question: Should the client's NAM be entered in Principal Provider?

Answer : Yes, the client's anticipated NAM should be entered into
Principal Provider, along with the proper Payment Exception Type code.
The Paynment Exception Type code shoul d be changed once a determ nation
is received fromthe Medicare fiscal internediary. Once the Paynent
Excepti on Type code is changed, the nursing home nmay bill for co-
i nsurance and deductible, and the appropriate nunber of days of care.

Question: Should the client's NAM be used to pay the co-insurance and
deducti bl e anmount s?

Answer : Yes. However, as noted above, the nursing hone is not
entitled to collect this noney (NAM) until a Medicare deternmination is
nmade by the fiscal internediary.

Questi on: VWhat if the NAM is nore than the deductible and co-pay
anount s?
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Answer : The nursing hone should charge the client only the amount of
t he deducti bl e and co-i nsurance. In instances where the client's NAM
exceeds these charges, the client is entitled to retain the noney in
excess of the charges. This noney would be added to their other
count abl e resources for MA purposes. We do not anticipate problens in
this area due to the high co-insurance and deducti bl e.

19) Question: VWhat if the NAM is less than the deductible and co-
i nsurance anounts?
Answer : The nursing horme will be entitled to paynent from Medicaid
once Medi care has been maxim zed and the NAM coll ected. This will be
acconpl i shed through the Principal Provider System When the MA rate
is less than the total Medicare, no MAis paid; however, when the MA
rate is greater, M wll supplenent to provide full co-insurance and
deducti bl e paynent.

20) Question: What if Medicare takes nore than the required 30 days to
process the client's clain®
Answer : As described in the above answers, the nursing home is not
entitled to bill Medicaid or collect the client's NAM until a
Medi care eligibility determ nation has been nade.

V. RECOVMENDED ACTI ON
Districts and skilled nursing facilities were advised of the Mdicare
Optim zation process which went into effect on January 1, 1990 via a
Local Commissioner's Menorandum and on MM'S Provider Letter issued at
that tine. The questions and answers supplied in this release are
intended to assist districts in their inplenentation of that process.

V. ADDI TI ONAL | NFORVATI ON

Attached for vyour information are copies of the Local Conm ssioner's
Menorandum and MM S Provi der Letter describing the process for seeking
Medi care coverage of skilled nursing facility care. Attached also is a
copy of the Medicare denial |etter required of RHCFs upon admi ssion of
a patient.

Jo- Ann A. Costantino
Deputy Conmi ssi oner
Di vi sion of Medical Assistance



