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I. PURPCSE
The purpose of this adninistrative directive (ADM is to inform
districts of policy changes which revise nursing facility (NF)
Medi care Maxi ni zation requirenents.

1. BACKGROUND

Since first introduced in 1976, all Medicare Maxim zation efforts
have required NF staff to docurment their efforts to obtain Mdicare
rei mbursement for individuals identified as having a reasonable
I'i keli hood of being covered.

The 1990 Medicare Maximi zation effort selected five Resource
Uilization Goupings (RUG) Il as its standard for identifying
individuals wth a reasonabl e chance of being covered by Medicare.
The five RUGS Il groupings are: Rehabilitation A and B; Speci al
Care A and B; and, dinically Conplex D A conpl et e di scussi on of
the 1990 Medi care Maxinization effort and delineation of the five
designated RUGS Il groupings can be found in 90 LCM 02, "Medicare
Optim zation" and 90 | NF-42, "Medicare Optimzation for Care
Provided in Skilled Nursing Facilities."

Due to the initiation of the Health Care Financing Adm nistration
(HCFA) denobnstration project entitled the "Miltistate Skilled
Nursing Facility (SNF) Case M x Paynent Denonstration", Medicare
Maxi m zation policy and procedures have been revised. New York
St at e, with the New York State Departnent of Health (DOH) as |ead
agency, is a participant in this denobnstration. This project
establishes a Medicare paynent systemfor |long termcare services
whi ch mat ches avail abl e resources to resident need. The patient
assessnment systemfor this project is termed RUGS I[11.

Al t hough NF participation in the denpbnstration project is
voluntary, it is anticipated that nost Medicare certified NFs will
partici pate, as an increase in the Mdicare per diemrate is
expected for these facilities. In addition, the current budget
bill calculates a Medicare target nethodol ogy and expected | evel of
Medi care revenue for NFs. Failure to achieve this Medicare target
could result in a loss of Medicaid funds to facilities.

[11. PROGRAM | MPLI CATI ONS

The State's current Medicare Maxim zation policy states that all NF
residents identified as having a reasonable likelihood of being
covered by Medicare shall have Medicare applications and, i f
necessary, requests for redetermination of denials, nade on their
behal f before Medi caid assunes paynent responsibility.

Partici pating and Non-participating Facilities. For the purposes
of this ADM a participating facility shall mean a NF which is
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participating in the "Miultistate Skilled Nursing Facility (SNF)
Case M x Paynent Denponstration.”™ A non-participating facility, for
t he purposes of this ADM neans a NF, enrolled as a provider in the
Medi caid program but not participating in the "Miltistate Skilled
Nursing Facility (SNF) Case M x Payment Denonstration.”

The Medi care Maxim zation process is revised for participating
facilities in the denonstration project.

SUBM SSI ON OF EDI CARE APPLI CATI ONS. Wth the initiation of the
denonstration project, criteria for subm ssion of Medi car e
applications differ between participating facilities and non-
participating facilities.

1. Participating facilities: These facilities are exenpt from
Medi care Maxi m zation procedures.

Participating facilities are not required to subnit Medicare
docunmentation for  ANY Medicaid recipient. Medi cai d
rei mbursement nust not be inhibited for any resident of a
participating facility for t he pur pose of Medi car e
Maxi m zati on. Soci al services districts nmust exenpt
participating facilities from any enhanced Medi car e
Maxi m zati on procedures established in that district.

Al though participating facilities are exenpt fromcurrent
Medi care Maxi nization procedures, it is required that a
nursing facility wll continue to nmake Medi care application
for any resident, regardl ess of RUGS category, whose di agnoses
or conbination of services appear to neet Medicare guidelines
for coverage. The decision to submt a Medicare application
for a recipient who is outside the autonmatically covered
categories is the responsibility of t he partici pating
facility. Soci al services districts nmust not request
subm ssi on of specific Medi car e applications or
reconsi derati ons.

2. Non-participating facilities: Non-participating facilities
nmust continue to naxim ze Medi care rei nbursenent according to
current Departnment policy. The nmaxim zation effort for a non-
participating facility i ncludes any enhanced procedures
required by the social services district fiscally responsible
for each resident.

TARGET POPULATI ON.

There is no change in current policy regarding individuals included
in this target popul ation. I ndividuals included in the Medicare
Maxi m zation t ar get popul ati on nust exhibit the follow ng
characteristics:

1. Medi care Enrol | nent. I ndi viduals nust be enrol | ed in
Medi care, either by virtue of age or established disability.

2. Technical Eligibility. Since Medicare requires a three day
hospital stay prior to granting NF coverage, the Medicare
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Maxi m zation effort targets only those technically eligible
i ndi vi dual s who have been admitted or readnmitted to a Nr
within 30 days of an acute hospital stay.

ASSESSMVENT PROCESS.

Participating and non-participating facilities are required to
utilize the Mnimum Data Set, Plus (MDS+) and the Patient Review
Instrument (PRI) as resident assessnent instrunents. The PRI rmust
continue to be submtted to the social services district as part of
t he pl acenent process.

Participating and non-participating facilities nust continue to
utilize the RUGS |l assessment system for Medicaid covered
patients. Medi caid rei nbursenent cannot be nmde without the
establ i shnent of the RUGS || category.

DOCUMENTATI ON OF MEDI CARE MAXI M ZATI ON ACTI VI Tl ES.

1. Participating facilities are exenpt from Medicare Maxi m zation
docunentati on requirenents. Facilities participating in the
denonstration project utilize the RUGS Il assessment system

to establish a patient's Medicare category. Patients residing
in participating NFs who fall into one of the top four RUGS

Il categories receive automatic Medicare coverage. These
categories are: Rehabilitation; Extensive Care; Special Care;
and, Clinically Conplex. Participating facilities nmust
continue to utilize the RUGS || assessnent systemto establish

a patient's Medicaid paynent category.

2. For non-participating facilities, the face sheet of the PR
used for notification of adm ssion and readnission initiates
the process by identifying the RUGS Il grouping assigned to

the patient. The process of docunmentation includes three
st eps: a) docunentation that the client falls into a RUGS |
group whi ch nust be naxim zed; b) docunmentation that the

client is technically eligible for Medicare coverage; and, c)
docunentation that the NF has either received Mdicare paynment
for the patient, or has taken all the steps required to obtain
Medi care cover age. There is no change in procedure for non-
participating facilities.

M SCELLANEQUS.

1. Payment O Co-I|nsurance. Even when covered by Medicare, a
point is reached (after 20 days of full Medicare coverage)
where Medicaid is obligated to pay the co-insurance. NFs are
permtted to bill for co-insurance on the twenty-first day
following an admission or readm ssion despite a "1" having
been initially entered in the Principal Provider system In
order for the NF to receive MA paynent for co-insurance days,
the social services district nust change the exception code of
"1" to a "2". Wen submtting the claim the NF nmust bill co-
i nsurance on a separate claimng line to avoid being linked to
the "1" governing the first 20 days of care.
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Participating Nursing Facilities. A list of facilities
participating in the denpnstration project will be distributed
to social services districts by this Departnent each nonth.
Newy enrolled facilities will be fl agged for easy
i dentification. This list will be electronically nailed to a

contact person designated by each district.

Third Party Health |Insurance. Both participating and non-
participating facilities are required to maxi m ze any
available third party health i nsurance (TPHI). Partici pating
and non-participating facilities nust docunent for the social
services district that paynents have been deni ed, maxi m zed or
exhaust ed. Soci al services districts can w thhold Medicaid
paynment from facilities wuntil docunmentation of third party
heal th i nsurance disposition is received.

Qut-OF-State Providers. Medi care Maxinization policies apply

to out-of-state facilities. The major difference is in the
use of the PRI or RUGS groupings, which the Departnment cannot
nmandat e for out-of-state facilities. The notification

requirenents, to the extent it 1is possible to identify
individuals falling wthin the targeted RUGS groupi ngs, are
i denti cal . Recei pt of the facilities' adm ssion notification
triggers entry of Paynent Exception Type "1". Recei pt of
copi es of either an explanation of coverage or a copy of the
reconsi deration request to the fiscal internediary should
notify the social services district that a change in the
Pri nci pal Provi der Paynent Exception Type to a "2" is
required.

Control G oup. St. Lawrence County has been designated the
control group for this denbnstration project by the Department
and t he NYSDOH. Medi care coverage for MA recipients who are
the fiscal responsibility of St. Lawrence County nust continue
to be naxim zed according to standards established by the St

Law ence County Depart nment of Social Services. Bot h
participating and non-participating facilities nust continue
subm ssion of required docunentation to the social services

district for any recipient whose RUG Il or RUGS 111
assessnment places himher in a category deenmed Medicare
coverable according to St. Law ence County naxim zation

pr ocedures.

I'v. REQUI RED ACTI ON

Soci al Servi ces districts nmust revise Medicare naxinzation
policies as described in this directive for participating and non-
participating facilities.

V.  SYSTEMS | MPLI CATI ONS

Into The Principal Provider Systen. Upon admi ssi on or

readm ssion to a NF, all Medicaid clients nust be entered into the
Principal Provider System as having entered a specific NF on a
speci fic date. Through the addition of two exception codes in
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1990, the need to be able to prevent Medicaid paynent for certain

i ndividuals within the Medicare Maxi m zation target popul ation has
been acconmodat ed.

The exception codes and their purposes are:

Exception Code 1 - Exception code 1, following the entry of
facility provider identification nunber and effective date in
the Principal Provider system establishes that the client was
appropriately admtted to that facility on that date, but that
Medi cai d paynent is prohi bited wuntil docunentation of
appropriate Medicare Maxim zation and/or Third Party Health
I nsurance efforts has been received.

Exception Code 2 - Exception code 2, following the entry of
facility provider identification nunber and effective date in
the Principal Provider system establishes that the client was
appropriately admtted to that facility on that date, and that
Medi caid paynent is pernitted because docunent ati on of
appropriate Medicare Maxinm zation and/or TPH efforts has been
received.

The exception codes (1 and 2) are wused for all admissions and
readm ssions to NFs. More specifically:

For both participating and non-participating facilities, ent er
exception code 2 for any individual who is not enrolled in
Medi car e

For both participating and non-participating facilities, ent er
exception code 2 for all admissions and readnissions from any
setting other than an acute care hospital. These adnissions are

not preceded by the required three day hospital stay, and are not
technically eligible for Medicare

For participating facilities, enter exception code 2 for al

i ndi viduals wupon adni ssion. Appropriate Medi caid paynent shoul d
not be inhibited for the purposes of Medicare Maximnzation. See
Section IIl E Mscellaneous, for a discussion of TPH naxinization

in participating facilities.

For non-participating facilities, enter exception code 1 for al
technically eligible individuals admtted or readnitted to a NF
froman acute care hospital and for whom docunentation of the
conpletion of all required Medicare Maxim zation/ TPH activities
has not been received.

For non-participating facilities, enter exception code 2 for any
i ndi vidual for whom an exception code 1 had initially been entered
i medi ately upon receipt of docunmentation that all applicable
Medi care Maxi ni zation/ TPH requirenments have been net.

Not e:

The exception code change froma "1", inhibiting Mdicaid paynment
to a "2", allowing MA reinbursenment should be done by the district
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as soon as possible after proper docunentation has been received
fromthe NF. If this change is not entered in a tinely manner,

appropriate and necessary paynent to the NF is bl ocked.

VI. EFFECTI VE DATE

This directive is effective March 15, 1996 retroactive to July 1,
1995.

Ri chard T. Cody
Deputy Conmi ssi oner
Division of Health and Long Term Care



ATTACHVENT |

USE OF EXCEPTI ON CCDES

CODE 1
PARTI Cl PATI NG FACI LI TI ES
I ndi vi dual not enrolled in
Medi car e
I ndi vi dual admtted from
ot her than acute hospita
setting.
Al'l individuals upon adm ssion
with no TPHI
I ndi viduals with TPH not XXXXXX
exhaust ed.

For participating facilities, the "1" Exception Code shoul d
the purpose of maxim zing Medicare.

NON- PARTI Cl PATI NG FACI LI TI ES

I ndi vidual s admitted from
ot her than acute hospita
setting.

I ndividuals admtted from XXXXXX
acute hospital setting with

i nconpl ete Medi care Maxim zation

docunent ati on.

I ndi viduals admtted from an
acute setting with conplete
Medi care Maxi m zati on docunentation

I ndi vi dual s who have exceeded
20 days of full Medicare coverage.

I ndividuals with TPH not XXXXXX
exhaust ed.

CODE 2

not be

used for



