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I.
1.
Determine the annual nursing facility days (including hospice days in an inpatient residential setting) based on Medicaid providers’ filed annual Medicaid cost reports, Medicare only providers’ filed annual Medicare cost reports, and licensed only providers’ submitted facility resident census from the prior calendar year.  From the provider’s reports, segregate the reported days by the day’s primary payor source to the nursing facility – Medicaid, Medicaid Healthy Michigan Plan (HMP), ICO Medicaid, ICO Medicare, Medicare, and all others (HMO, other insurance, private pay).  For purposes of the Michigan Nursing Home Provider Tax, a Medicare day of care is any day of care for which the nursing facility is directly reimbursed by Medicare for any portion of the cost of the day of care.  An ICO Medicare day refers to the first 90 days of stay for a dually eligible beneficiary participating in Michigan’s MI HealthLink Duals Demonstration.  Any day after the initial 90 days of stay for these beneficiaries is recorded as ICO Medicaid.
2.
Use the data from Step #1 to determine the total number of taxable days.  A facility’s taxable days are the total number of inpatient days less Medicare days and ICO Medicare days.   

3.
This is the denominator for dividing to get a per day tax amount to be assessed.

II. Estimate the total nursing facility industry’s gross revenues.  This is determined from the reported gross revenues on the Medicaid facilities’ annual Medicaid cost report plus an estimate of the gross revenues of non–Medicaid long term care providers.  Multiply the total industry revenues by 6.0%.  The 6.0% percentage is the ceiling percentage permitted in the federal regulations administered by the Center of Medicare and Medicaid Centers.  

III. Determine the amount of tax required to be generated in order to fully fund the QAS payment that is paid to the Medicaid providers.  Dollar amounts are derived from the estimated amount of Medicaid days for the upcoming fiscal year and the estimated daily variable cost components of the rates per facility type.
1.
As required by the state’s annual appropriation act, the Department must retain 13.2% of federal funds generated by the nursing homes and hospital long-term care units quality assurance assessment, including the state retention amount.  
2. Calculate 5.85% of variable costs to cover the previously restored rate reductions.  This amount is about $100 million, but varies annually.  These reductions were restored during state fiscal year 2006 and continue to be restored every fiscal year.  This amount increases every fiscal year and is built into the individual facility’s Variable Cost Component and subsequent rate increases.
3. Estimate the Hospice QAS payment pass through amount.  Estimated cost is about $22.5 million but this amount is increasing annually and needs to be monitored. 
4. Calculate 21.76 % of Class I variable cost component or the facilities VCC whichever is lower.  This equals the total annual QAS payments made to Medicaid providers.
5. Include the fixed dampening variable amount of $23.5 million.  This is a fixed total amount (federal and state portions) that was to be cut from the rates to curb cost growth, but was instead financed by the QAS.

6. Include the 8.0 Rate Restoration amount. This is a fixed General Fund amount of $26.1 million that is a portion of the rates that would have been cut, but is instead financed by the QAS.  Note that this amount is not included in the calculation of the state retention amount due to restrictions when this policy was put in place.  This is the result of an executive order that was first implemented in 2010 and is now applied on an annual basis.
IV.
From Section III above, determine the sum of all dollars required to be generated by the tax.  This is found by taking 100% of #1 and #6 plus the state’s share, approximately 34%, of #2 – #5.  Note that prior to FY17, HMP days were not included in this calculation since the program was fully financed with federal dollars.  Beginning in FY17, a separate calculation is needed for HMP due to the different state share used for this population.  This sum is then divided by the total number of taxable days, determined in Section I above, and weighted averaged across the 3 tax assessment tiers.  This is the tax assessment amount charged per taxable day.  Due to nursing facility closures which results in a decrease of the taxable days, the tax assessment amount is subjected to changes during each fiscal year.  Legislative changes may also impact the tax assessment amount during the fiscal year.
V.
Compare the amount calculated in item IV above to 6.0% of provider gross revenue estimates and assure that the Department is within the federal regulations and not over the ceiling percentage amount calculated in item II above.

