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The property tax component is facility specific, i.e., based on actual property taxes assessed and paid.  
  

 Provider Assessment  

The provider assessment is an amount equal to 5.82% of the sum of the above components to recognize the 

state’s Provider Assessment Tax.  Should the state’s 5.5% Provider Assessment Tax rate change, this add-on 

will be adjusted accordingly.  Below is an example of the adjustment to the add-on in the provider tax were to 

be changed to 4.0%.  

  

1. Per diem base rate (excl. provider tax):     $200.00  

  

2. Calculate per diem rate with 4.0% tax:     $200.00 divided by .96   = $208.33   

  

3. Calculate provider tax amount:       $208.33 minus $200.00  = $8.33  

  

4. Calculate add-on percent:        $8.33 divided by $200.00 = 4.165%  

  

5. Calculate provider tax add-on:      $200.00 times 4.165%  = $8.33  

  

6. Calculate per diem rate incl. tax:    $200.00 plus $8.33   = $208.33  

  

B.  Adjustments to Base Rate  

  

 Patient Acuity  

 The RUG-IV case-mix classification system recognition of patient acuity in the payment methodology. The 

case-mix classification system uses clinical data from the MDS assessment to assign a case-mix group to each 

patient that is then used to adjust a portion of the per diem payment based on patient resource use.  (This is 

similar to how Medicare reimburses for care in a skilled nursing facility.)  Each patient is assigned one of 

forty-eight  

(48) RUG categories supplied by the provider or by the grouper based on his/her MDS record.  A patient’s MDS 

record must be updated every ninety (90) days or in the event of a significant change in condition.  Acuity will 

be based on the patient specific RUG category, i.e. full RUG-based system.  The acuity factor (RUG weight) is 

applied only to the Direct Nursing Care component.  

  

To allow for necessary modifications to the state’s MMIS claims processing system, full implementation of 

the RUG-based process will be implemented on June 1, 2013.  In the interim, a facility specific case mix index 

was being used.  

  

 Price Increases  

Unless otherwise stated, the components of the base per diem rate will be increased annually, effective October 

1 of each year, as follows:   

  

1.  Direct Nursing, Other Direct Care, and Indirect Care:  

On an annual basis, unless otherwise specified, this component of the base per diem rate will be adjusted by 

the Center for Medicare and Medicaid Services (CMS) Skilled Nursing Facility Prospective Payment System 

Market Basket Update without productivity adjustment.  
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The adjustment will be applied annually on October 1 (the start of a new federal fiscal year), using the 

CMS’ actual regulatory  market basket update without productivity adjustment for the previous federal 

fiscal year.   

  

In addition to the annual nursing home inflation index adjustment, there shall be a base rate staffing 

adjustment of one-half percent (0.5%) on October 1, 2021, one percent (1.0%) on October 1, 2022, and 

one and one-half percent (1.5%) on October 1, 2023.  

  

Effective October 1, 2021, eighty percent (80%) of any rate increase that results from application of the 

inflation index to a) the direct-care rate adjusted for resident acuity and b) the indirect-care rate, which 

is comprised of a base per diem for all facilities, shall be dedicated to increase compensation for all 

eligible direct-care workers in the following manner on October 1, of each year:  

  

(i) compensation increases shall include base salary or hourly wage increases, benefits, other 

compensation, and associated payroll tax increases for eligible direct-care workers. This application 

of the inflation index shall apply for Medicaid reimbursement in nursing facilities. For purposes of 

this subsection, direct-care staff shall include registered nurses (RNs), licensed practical nurses 

(LPNs), certified nursing assistants (CNAs), certified medication technicians, licensed physical 

therapists, licensed occupational therapists, licensed speech-language pathologists, mental health 

workers who are also certified nurse assistants, physical therapist assistants, housekeeping staff, 

laundry staff, dietary staff or other similar employees providing direct-care services; provided, 

however that this definition of direct-care staff shall not include: RNs and LPNs who are classified 

as "exempt employees" under the federal Fair Labor Standards Act (29 U.S.C. § 201 et seq.); or 

CNAs, certified medication technicians, RNs or LPNs who are contracted or subcontracted through 

a third-party vendor or staffing agency.  

  

(ii) By July 31, 2022  and by July 31st of each year thereafter, nursing facilities shall submit to the 

secretary or designee, a certification of compliance with increased compensation for all eligible 

direct care works that results from the inflation index applied on October 1. A collective bargaining 

agreement can be used in lieu of the certification form for represented employees. All data reported 

on the compliance form is subject to review and audit by EOHHS. The audits may include field or 

desk audits, and facilities may be required to provide additional supporting documents including, 

but not limited to, payroll records.  

  

(iii) Any facility that does not comply with the terms of certification shall be subjected to a  

clawback of the unspent or impermissibly spent funds, paid by the nursing facility to the state, in the 

amount of increased reimbursement subject to this provision that was not expended in compliance with 

that certification and a twenty-five percent (25%) penalty based upon the amount of unspent or 

impermissibly spent funds, paid by the nursing facility to the state, in the amount of increased 

reimbursement subject to this provision that was not expended in compliance with that certification  
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  Each facility shall have the necessary nursing personnel (licensed and non-licensed) in sufficient     

numbers on a twenty-four (24) hour basis, to assess the needs of residents, to develop and 

implement    resident care plans, to provide direct resident care services, and to perform other 

related activities to    maintain the health, safety, and welfare of residents. The facility shall have a 

registered nurse on the    premises twenty-four (24) hours a day.   

  

Effective, January 1, 2022, nursing facilities shall provide a quarterly minimum average of three and fifty-
eight hundredths (3.58) hours of direct nursing care per resident, per day, of which at least two and forty-
four hundredths (2.44) hours shall be provided by certified nurse assistants.  

   

Effective January 1, 2023, nursing facilities shall provide a quarterly minimum of three and eighty-one 
hundredths (3.81) hours of direct nursing care per resident, per day, of which at least two and six-tenths 
(2.6) hours shall be provided by certified nurse assistants. Director of nursing hours and nursing staff 
hours spent on administrative duties or non- direct caregiving tasks are excluded and may not be counted 
toward compliance with the minimum staffing hours requirement in this section. The minimum hours of 
direct nursing care requirements shall be minimum standards only. Nursing facilities shall employ, and 
schedule additional staff as needed to ensure quality resident care based on the needs of individual 

residents and to ensure compliance with all relevant state and federal staffing requirements.  

  

  For facilities that have an offense in three (3) consecutive quarters, The State Medicaid Agency 

shall deny any further Medicaid Assistance payments with respect to all individuals entitled to 

benefits who are admitted to the facility on or after January 1, 2022 or shall freeze admissions of 

new residents.  

       

 The penalty shall be imposed regardless of whether the facility has committed other  violations of this       

chapter during the same period that the staffing offense occurred. The penalty may not   be waived 

except,:   No monetary penalty may be issued for noncompliance with the increase in the standard set 

forth in state   law     from January 1, 2023, to March 31, 2023; The State Survey Agency has the 

discretion to determine the gravity of   the violation in situations where there is no more than a ten 

percent (10%) deviation from the staffing    requirements and make appropriate adjustments to the 

penalty.  

  

Per state law the State Survey Agency has discretion to waive the penalty when unforeseen 

circumstances have occurred that resulted in call-offs of scheduled staff. This provision shall be applied 
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no more than two (2) times per calendar year.   

The State Survey Agency will determine when a nursing facility has come back into compliance with 

direct care minimum staffing levels as follows:  
(i) Upon written notification by the State Survey Agency of a nursing facility’s non-

compliance for three (3) consecutive quarters, EOHHS will send a letter to the nursing 

facility providing written notification of an imposed enforcement action (i.e., freeze on 

admissions of new Medicaid nursing facility residents).  The State Survey Agency will 

be provided with a copy of the notification;   

  

(ii) The State Survey Agency will provide written notification to the nursing facility of the 

opportunity to correct the staffing deficiency(ies) and the need to submit a written plan 

of correction;   

  

(iii) The nursing facility’s plan of correction will constitute their Credible Allegation of 

Compliance;  

  

(iv) Upon receipt of the Credible Allegation of Compliance/ plan of correction, the State 

Survey Agency will obtain further evidence of compliance and/ or complete an 

inspection to verify staffing levels and compliance with the plan of correction;  

  

(v) If all deficiencies are corrected, the State Survey Agency so notices the State Medicaid 

Agency in writing that the freeze on admissions of new Medicaid nursing facility 

residents for the previously non-compliant facility is lifted.  

 

(vi) Minimum staffing requirements and compliance enforcement by the State Survey 

Agency meet Federal Survey and Certification standards and requirement 

 

2. Fair Rental Value:  

IHS Markit Healthcare Cost Review second-quarter report, Skilled Nursing Facility Total Market 

Basket FY Table, Capital Costs %MOVAVG, third quarter.  

 

  

3. Property Taxes:  

Facility specific property tax payments  

 

The Fair Rental Value rate for each nursing home was most recently increased effective 7/1/2012. The 

Property Tax rates are based on allowable tax payments and total patient days reported in each facility’s 

most recently filed cost report.  
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 Exceptions to price increases
Annual adjustments to the base per diem rates for Direct Nursing, Other Direct Care, and Indirect Care
stated above will not occur in the following years, and will instead be adjusted as noted below:
-2015 no increase
-2017 no increase
-2018 base rates increased by 1.5% effective July 1 and 1% effective October 1
-2019 base rates increased by 1% effective October 1
-2022 base rates increased by 3% effective October 1

C. Transition Adjustments

In recognition of the impact this change will have on nursing homes, the state has implemented a 
transition plan of at least four years in length.  This change will be completed after October 1, 2016.  The 
features of this transition are described below. 

 Adjustment to Direct Care (Direct Nursing Care and Other Direct Care components)
For those nursing homes whose Direct Care per diem costs are greater than the Direct Care base rates, i.e
the sum of the Direct Nursing Care and Other Direct Care base rate components, which would result in a
loss in reimbursement, the state has added a policy adjustment to fully compensate for that loss.  This
will ensure that patient care is not adversely impacted.  See example below:

Actual Direct Care cost:   $130.00 
Minus Direct Nursing Care rate:  ($100.44) 
Minus Other Direct Care rate:   ($23.74) 
Policy adjustment equals:       $5.82 

This policy adjustor will be phased out over the transition period as follows: 
• 10/1/16  100% 
• 10/1/17  75% 
• 10/1/18  50% 
• 10/1/19  25% 
• 10/1/20  0% 

 Adjustment to Overall Care
In addition to the above policy adjustment, the state has also implemented a gain/loss policy adjustment
ensuring that, exclusive of the direct care policy adjustment, no nursing home will experience a gain or
loss in year one of the transition of greater than $5.00 per day.  See example below:

Direct and Indirect Care base rate: $177.71 
Actual Direct and Indirect Care costs: $160.00 
Rate variance:   $17.71 
Maximum gain/loss     $5.00 
Gain/loss policy adjustment ($12.71) 

This policy adjustor will be phased out over the transition period as follows: 
• 10/1/12  100% ($12.71) 
• 10/1/13  75% ($9.53) 
• 10/1/14  50% ($6.36) 
• 10/1/16  25% ($3.18) 
• 10/1/17  0% $0.00 

February 8, 2023
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E. Periodic Rate Review

Beginning in October 2024, the state may revise rates as necessary based on increases in direct and 
indirect costs utilizing data from the most recent finalized year of facility cost report. The direct care and 
indirect care components will be adjusted accordingly to reflect changes in direct and indirect care costs 
since the previous rate revision. Nursing homes are required to submit cost reports annually. 

Rates for Newly Constructed Facilities 

Newly constructed facilities will be paid a rate determined in the manner described for all facilities 
under these Principles.  The initial Fair Rental Value component shall be calculated using the 
methodology described on pages 15-18.  The Tax component will use an occupancy rate equal 
to 98% of the statewide average.   

Appeals Process 

Any provider who is not in agreement with the reimbursement rate assigned for the applicable rate 
period, may within fifteen (15) days from the date of notification of rate assignment file a written 
request for a review conference to be conducted by the Medicaid Director, or other designee assigned 
by the Secretary of the Executive Office of Health and Human Services.  This written request must 
identify the rate assignment issue(s).  The Medicaid Director or designee shall schedule a review 
conference within fifteen (15) days of receipt of the request.  As a result of the review conference, the 
Medicaid Director or designee may modify the rate of reimbursement.  The Medicaid Director or 
designee shall provide the provider with a written decision within thirty (30) days from the date of the 
review conference. 

Appeals beyond the Medicaid Director or the designee appointed by the Secretary of the Executive 
Office of Health and Human Services will be in accordance with the Administrative Procedures Act.  
The provider must file a written request for an Administrative Procedures Act hearing no later than 
fifteen (15) days of the decision noted in the paragraph above. 

Appeal Requests For Prospective Rate Increments 

The Executive Office of Health and Human Services may consider the granting of a prospective rate 
that reflects demonstrated cost increases in excess of the rate that has been established by the 
application of the percentage increase, that are the result of: 

1. Demonstrated errors made during the rate determination process.

2. Significant increases in operating costs resulting from the implementation of new or
additional programs, services, or staff specifically mandated by the Rhode Island Department
of Health.

3. Significant increases in operating costs resulting from capital renovations, expansion, or
replacement required for compliance with fire safety codes and/or certification requirements
of the Rhode Island Department of Health.

4. Extraordinary circumstances including, but not limited to, acts of God, provided that such
increases will be rescinded immediately upon cessation of the extraordinary circumstance.

April 24, 2023
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RECORD KEEPING 

Adequacy of Cost Information 

Long-term care providers under the state Medicaid Program are required to maintain detailed records 
supporting the expenses incurred for services provided to Medicaid patients.  The underlying records 
must be auditable and capable to substantiating the reasonableness of specific reported costs.  Records 
include all ledgers, books, and source documents (invoices, purchase orders, time cards, or other 
employee attendance data, etc.).  All records must be physically maintained within Rhode Island and/or 
be made readily available to the state upon request. 

Census Data 

Statistical records supporting both Medicaid and total patient days must be maintained in a clear and 
consistent manner for all reporting periods.  The detailed record of all patient days must be in agreement 
with monthly attendance reports.  In calculating patient days the date of admission is counted as one 
day, however, the date of death or discharge is not counted as a day. 

Financial Reviews of Provider Costs 

The state can conduct reviews of the financial and statistical records of each participating provider in 
operation. Examples in which financial reviews could be necessary are: 

• Oversight by state agencies;
• Evaluation due to emergency or extraordinary situations;
• Examination or review for purposes of program integrity;
• Assessment of evolving adverse financial condition;
• Fair rental value adjustment requests;
• Establishing rates for newly constructed facilities;
• Appeal requests for prospective rate increments;
• Evaluating hardship requests
• Compliance with reimbursement for staffing;
• Assessment of potential changes to the rate setting methodology.

Financial reviews include any tests of the provider's records deemed necessary to ascertain that costs are 
proper and in accordance with Medicaid principles of reimbursement and that personal needs 
accountability are in compliance with existing regulations.  The knowing and willful inclusion on non-
business related expenses, non-patient related expenses, or costs incurred in violation of the prudent 
buyer concept may be subject to criminal and/or civil sanctions.  Failure of auditors of EOHHS to 
identify the above items or their adjustment of same shall not constitute a waiver of any civil or criminal 
penalty. 

April 24, 2023
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